Management
Report
For the year ended June 30, 2020.

The Management Report for
Real Madrid Club de Fútbol, including an
analysis of its earnings performance in
2019-2020, is presented below.
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IMPACT OF COVID-19
Preliminary note
Since the Club’s financial year runs from July 1
to June 30, the crisis is likely to affect more than
one period. In 2019/20, revenue was affected
from mid March to June 30 (3.5 months). The
impact on 2020/21 remains to be seen, as it will
depend on how the health situation evolves and
its impact on holding matches and on the overall
situation of the economy.
Following is an assessment of the impact of
Covid-19 on 2019/20.

Impact of Covid-19 on 2019/20
On March 11, 2020, the World Health Organization
declared the public health emergency caused
by the coronavirus outbreak (COVID-19) an
international pandemic. The rapid spread in
Spain and internationally is resulting in an
unprecedented health crisis with an extraordinary
impact on the macroeconomic environment and
business performance. The Spanish government
adopted a series of measures to address this
situation, including the declaration of a state of
emergency through Royal Decree 463/2020, of
March 14. It also approved several extraordinary
emergency measures to deal with the economic
and social impact of COVID-19, including those
set out in Royal Decree-Law 8/2020, of March
17.

Sports competitions
The situation led to the suspension of the sports
competitions in which the Club takes part both
in Spain and internationally:
–	For football, the league was suspended with
11 more matches to play, while the Champions
League was suspended with round of 16
matches still to be played.
–	For basketball, the ACB was halted with 10
games to play in the regular season, while the
Euroleague was suspended with six games left
in league play before the season’s competition
was canceled definitively.
Since, the competitions have been resuming
(except the Euroleague) as health conditions
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allow, in accordance with established health
protocols under the following conditions:
–	The football league resumed play on June
11 and ended on July 19, with matches held
without spectators.
–	The Champions League is scheduled to start
back up on August 1 with completion of the
round of 16, which has Real Madrid facing
Manchester in the second leg. Then, the teams
that make it through will play a final stage in
Lisbon, with the quarter finals, semi finals and
final all played in a single-leg format.
–	The ACB (basketball) concluded in a final
stage held in Valencia in June.

Lost revenue and financial impact
This situation of competitions caused the Club
to lose revenue in the financial year 2019/20
ending June 30, 2020. Stadium revenue included
lost revenue from ticket sales are matches
were played ‘behind closed doors’ (i.e. without
spectators). In addition, the Club refunded 25%
of the annual amount of season ticket fees and
customer contracts for the hospitality areas.
The Club also did not charge for tickets to the
2020/21 season on June 30, as it normally does,
which had a financial impact.
The health situation also hurt the Club’s
commercial activities, causing revenue to fall
both directly, from activities such as the tour and
the Bernabeu shop, which were closed in midMarch, and indirectly, in merchandising activities
managed by third parties in Spain and around
the world.
The impact on sponsorships was mainly
financial as the Club granted payment deferrals
on contracts at the request of certain sponsors
whose operations were faced with liquidity
issues.
In television revenue from national and
international competitions, not only were there
write-downs to certain rights, part of the revenue
was also transferred to the next period based on
the share of value attributed to matches for the
sports season held after June 30.
Overall, the crisis has resulted in a reduction in
revenue of 13% (€-106 million). Discounting the

direct costs associated with this income (€16
million) the impact of the Covid-19 crisis was a
loss of €91 million in 2019/20.

€155 million consist of four 5-year loans and
the remaining €50 million of a 3-year credit
facility.

Financially, the negative impact on cash flow in
the year ended June 30, 2020 (€154 million) was
nearly 50% greater than the negative impact of
revenue as, on top of lost income as explained
above, the Club has had to assume the deferral
of receipts from certain sponsorship agreements
and season tickets.

The transactions were concluded separately
with the five Spanish banks with which the
Club does business.

Cost-cutting measures
The Club has taken cost-cutting measures to
offset the impact of lost revenue.
In personnel expenses. the first division Real
Madrid football and basketball players and
coaches, together with top executives of various
divisions of the Club, agreed to voluntary pay
cuts this year of 10% (which would have been
20% had the league not been completed).
Regarding operating expenses, on top of the
reduction in costs associated with revenue, as
explained, a cost-saving plan was put in place
targeting a number of activities and services
commissioned by the Club in the last three
and a half months of the financial year. These
generated an additional cost saving amounting
to 8% of total annual expenditure.

Solidarity contribution

The banks granted the loans/facilities directly
to the Club.
Instituto de Crédito Oficial (ICO), the Spanish
national finance institution, as part of efforts
approved by the government to provide
liquidity to companies, provides the banks
with guarantees for 70% of the amount of the
finance. It charges the banks a cost of issuing
the guarantee, which they pass on to the Club
along with the cost of the funds borrowed to
the term of the finance as part of the agreed
interest rate on the transactions. As a result,
the cost of the new finance is greater than
for the rest of the Club’s ordinary existing
finance, although it has still been arranged at a
competitive rate of 1.5% given the Club’s high
solvency.
This measure has increased the Club’s
available funding by 60% from previous levels.

Earnings and financial position
After the contingency measures taken to
mitigate the impact of the Covid-19 crisis, the
Club ended 2019/20 near break-even (€0.3
million).

The Club has donated €3.3 million to the
Madrid regional government, the Madrid City
Council, and the Healthcare Supply Center for
the purchase of medical supplies to fight the
pandemic.

At June 30, 2020, the Club had equity of €533
million, cash of €125 million (excluding the cash
inherent in the stadium remodeling project),
and undrawn long-term credit facilities of €328
million.

It also set up facilities in the Santiago Bernabéu
Stadiuim for health authorities to use as storage
for supplies.

Accordingly, the Club has the resources it
needs to meet its payment obligations amid
a challenging economic situation which, in
all likelihood, will continue over the coming
months.

Financial strengthening measures
To make up for the impact of lost income
caused by Covid-19 on cash flow on this
financial year and presumably next year, the
Club raised €205 million in new long-term bank
loans in April and May 2020. Of this amount,
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OPERATING
INCOME

BREAKDOWN OF
OPERATING INCOME

(before disposal of non-current assets)

(before disposal of non-current assets)

Operating income amounted to €715 million
in 2019/20, compared to €757 million the year
before.
The year-on-year decrease was due
Covid-19 impact. Stripping out this
revenue would have been in line with
(€822 million), which would have meant
increase on the year-earlier figure.

to the
effect,
budget
an 8%

Club membership fees and season tickets
accounted for 6.1% of total revenue (compared
to 16.5% in 2000, 9.7% in 2009 and 7.2% in
2018/19). In 2019/20, because of the Covid-19
effect, the Club refunded 25% of the annual
amount of season ticket fees.

This item includes revenue from the various
business lines (stadium, international and friendly
matches, broadcasting, and marketing), but
excludes revenue from player transfers, which is
recognized in the income statement under “Gains/
(losses) on disposal of non-current assets”.

In the 2000-2020 period, revenue grew at an
average annual rate of 9.6%.
Going forward, promoting the Club’s brand
through investment in top players and
international expansion are still the principle
ways in which the Club can remain competitive
and maintain its status as a global benchmark
in football.

The Club enjoys a balanced revenue mix,
barring the atypical situation this year caused by
Covid-19, with the three largest lines (stadium,
television and marketing) each making up
around a third of the total.
The Club has gradually reduced the weight of
television revenue (La Liga and Champions

League matches) and increased the weight of
other revenue sources.
This diversified stream of recurring revenues
lends financial stability to the Club, cushioning
the impact of potential fluctuations in revenue
caused by varying performance on the sporting
front or by changes in the economic landscape.

BREAKDOWN OF
OPERATING INCOME
(before disposal of non-current assets)

2019/2020

OPERATING INCOME

18%

(before disposal of non-current assets)
€ Million
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26%
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€ 118 M
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PERSONNEL
EXPENSES/OPERATING INCOME:
EFFICIENCY RATIO

OPERATING PROFIT BEFORE
DEPRECIATION AND AMORTIZATION
(EBITDA)

The efficiency ratio, calculated by dividing the
Club’s total personnel expenses by operating
income (before disposal of non-current
assets), is the most widely used indicator
internationally to measure a football club’s
operational efficiency. The lower the ratio, the
more efficient the Club.

Operating profit before depreciation and
amortization, or EBITDA before disposal of
non-current assets, is the Club’s earnings
from operating activities after subtracting
personnel and other operating expenses from
the revenue obtained by the business lines.
EBITDA before disposal of assets amounted
to €50 million in 2019/20. The positive figure
delivered by the Club despite the €91 million
loss caused by Covid-19 is a testament to
the Club’s operational efficiency and ability to
respond by taking measures to mitigate those
losses.

The Club’s efficiency ratio in 2019/20 was
57%. Taking into account the impact of
Covid-19 on lost revenue, the figure would be
closer to 50%, which is the level considered
the threshold for excellence and well below
the 70% maximum level recommended by the
European Club Association (ECA).

Nevertheless, EBITDA after the disposal
of assets (player registrations), or simply
EBITDA, must be considered when assessing
the cash flows from operating activities
generated by the Club. Football clubs are

PERSONNEL EXPENSES/OPERATING INCOME:
EFFICIENCY RATIO

subject to a limit on player registrations.
Therefore, before they can add new players,
they must release other players. As a result,
player transfers among football clubs is
hardly an exception, but rather part of the
Club’s standard practice so that it can
renew staff, generating proceeds than can
be used to self-finance part of the cost of
new additions. In 2019/20, gains on player
disposals amounted to €127 million net of
valuation adjustments (compared to an
average of €48 million in the five preceding
periods), resulting in EBITDA of €177 million,
just slightly above the figure for the year
before despite the impact of Covid-19.
The EBITDA performance in recent years is
the result of a financial management that
pursues profitability through by combining
efforts to boost revenue and rein in costs.

OPERATING PROFIT BEFORE DEPRECIATION AND AMORTIZATION
(EBITDA)

%
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TAX BALANCE: CONTRIBUTION BY REAL
MADRID TO TAX REVENUE AND SOCIAL
SECURITY

INCOME STATEMENT
KEY HIGHLIGHTS
Operating income in 2019/20 amounted to
€715 million. The year-on-year decrease was
due to the Covid-19 impact. Stripping out this
affect, income in the year would have been 8%
higher than the year before.
EBITDA totaled €177 million, slightly higher
than the year before despite the €91 million
loss caused by Covid-19, which is a testament
to the Club’s operational efficiency and ability
to respond by taking measures to mitigate
those losses.

In the wake of the cost-savings measures
taken to mitigate the impact of the health crisis,
the Club ended 2019/20 near break-even
(compared to average profit of €33 million euros
over the previous five years). Nevertheless, this
marked its 20th straight year of profits, leaving
total equity at June 30, 2020 at €533 million.

INCOME STATEMENT
KEY HIGHLIGHTS

operating income

€208.1 million paid in state and local income
tax and social security, representing a cost of
28% of the Club’s revenue; i.e. for every €100
of income, Real Madrid allocates €28 to tax
and social security payments.

TAX
BALANCE
2018/2019

2019/2020

757

715

AMOUNTS PAID DURING THE 2019/2020 FINANCIAL YEAR

€ THOUSAND

Personnel income tax withholding and non-resident income tax (deductions from staff remuneration and image rights)

SOCIAL SECURITY CONTRIBUTIONS (employee)

184,805
11,152
2,406
8,025
1,731

TOTAL COST of taxes and social security
% of revenue

208,119
28%

INCOME TAX

OPERATING PROFIT before depreciation and amortizacion (EBITDA)

176

177

38

0.3

Property and other local taxes
SOCIAL SECURITY CONTRIBUTIONS (company)

profit after tax

NET VAT PAID

TOTAL CONTRIBUtIoN by REAL MADRID to tax revenue and social security
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At June 30, 2020, Real Madrid was current
on the payment of all its tax obligations, as
always.

€78.3 million in VAT paid to the tax authorities
(difference between output VAT charged to
customers and input VAT paid to suppliers),
arising from Real Madrid’s economic activity.

Net profit (i.e. after interest, tax, depreciation
and amortization) was €0.3 million. Income tax
expense is obtained by applying the nominal
25% tax rate to accounting profit adjusted for
non-deductible expenses in accordance with
tax legislation less the amount of applicable
tax credits.

€ Million

Real Madrid contributed €286.4 million directly
to state and local taxes, and social security in
2019/20. The breakdown by item is as follows:

78,308
286,428
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INVESTMENTS (EXCLUDING THE
STADIUM REMODELING PROJECT)
The Club invested €331 million in 2019/20
excluding the stadium remodeling project,
of which €8 million went to the upgrade and
development of facilities and €323 million to
player acquisition.
Part of the investment in players was selffinanced with proceeds from transfers, which
amounted to €139 million. Net investment in
2019/20 in sports personnel (acquisitions transfers) was €184 million (2018/19: €125
million). Average annual net investment in the
2000-2020 period was €75 million.
In addition to investing in players, the Club
allocated a significant amount to building and
upgrading its facilities and for technological
development. In the 2000-2020 period, Real
Madrid invested:
•	€250 million on the stadium, modernizing
the facilities and enhancing their quality
and functionality for spectators, as well as
providing the facilities with the resources
and services to broaden the stadium’s
commercial offering and develop the
Club’s IT platform. All this investment has
generated a considerable annual financial
return. The amount does not include the
stadium remodeling project, which is

disclosed separately in another section of
this report.
•	€238 million on the construction of
Real Madrid City, considered the
largest sports complex ever built by a
football club, with a total surface area
of 120 hectares, 10 times bigger than
the former complex. Ideally located
in one of the fastest growing areas
of Madrid and with excellent public
transportation, Real Madrid City is a
strategic enclave and a first-rate sports
and entertainment center. Noteworthy in
recent years is the marked improvement
made to the installations, with the
construction of the first-team and youth
team residences -a Club goal for many
years- and a basketball training arena
and two new training fields. In 2018,
construction was completed on the new
office building where the Club’s various
operating departments work, which will
pave the way for a greater integration
and free up space in the stadium.
Overall, these investments have helped
drive Real Madrid’s economic growth, social
development and sports successes.

INVESTMENTS
(excluding the stadium remodeling project)
€ Million
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14
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Real Madrid Sport City
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SANTIAGO BERNABÉU STADIUM
REMODELING PROJECT
On May 8, 2019, the Board of Directors awarded
the remodeling contract to FCC Construcción,
with a term of 39 months. The remodeling
work will be carried out without affecting the
matches scheduled or the stadium’s normal
activities (e.g. Tour Bernabéu, official club
store, restaurants).
To fund the remodeling project, the Real Madrid
Board of Directors, under authorization by the
General Assembly of Delegated Members held
on September 23, 2018, arranged financing of
€575 million for a term of 30 years and a fixed
rate of 2.5%.
The financing was structured through a loan
with three drawdowns, one in July 2019 (€100
million), one in July 2020 (€275 million) and
one in July 2021 (€200 million), in line with
scheduled payments for the works. The facility
also includes a three-year grace period for
repayment of principal. Therefore, Real Madrid
will pay a fixed annual amount of €29.5 million
as from July 30, 2023, until maturity on July
30, 2049.
Real Madrid closed the deal without having
to provide any type of mortgage guarantee
(only pledges on certain stadium revenue)
or accepting any restrictions on the Club’s
management or debt (only compliance with a
certain coverage ratio between the pledged
stadium revenue and debt service), allowing it
to carry out its normal activity with no impact
from payment of the works.
Work proceeded to schedule in 2019/20. The
halt in activity between March 30 and April
13, following government orders to address
the health crisis, was offset by the greater
ease in carrying out the works since no
matches were held in the Santiago Bernabéu
Stadium after the government issued an
order on March 14 closing all stadiums due
to Covid-19. Competition resumed on June
11, with matches held ‘behind closed doors.’
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CASH AND CASH EQUIVALENTS
After obtaining the pertinent authorizations,
the Club held its matches in the Alfredo Di
Stefano Stadium in the Sport City.

The Club ended the year with a €125 million
cash balance excluding the stadium remodeling
project.

Investment accounted for in the period
totaled €83 million, including the capitalized
borrowing costs during the construction
period. Cumulative investment at June 30,
2020 stands at €114 million, including the €31
million of preliminary investment made before
June 30, 2019 (mostly municipal building and
construction tax, architect fees and fees for
other professional project planning and design
services).

The impact of Covid-19 was a loss of cash
through June 30 of €154 million. The Club has
offset this loss mainly by raising new finance.

The first drawdown on the loan, of €100
million, was made in July 2019. This is the
outstanding long-term payment shown in the
Club’s balance sheet as at June 30, 2020.
Net debt arising from the stadium remodeling
project at June 30, 2020 amounted to €114
million. This is the net balance between
payables of €123 million (€100 million long-term
loan and €23 million short-term outstanding
invoices payable) and the cash available from
the project of €10 million.

This balance and the second drawdown of the
loan to be made at the end of July are sufficient
to meet all payments related to work execution.

This cash balance, coupled with undrawn
facilities, leaves Real Madrid in shape to
comfortably meet its scheduled payment
obligations.
Meanwhile, cash associated with the stadium
remodeling project at June 30 amounted to €10
million.

CASH AND CASH EQUIVALENTS
€ Million
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WORKING CAPITAL (EXCLUDING THE
STADIUM REMODELING PROJECT)
Working capital (i.e. the difference between
current assets and current liabilities) at June
30, 2020 can be broken down into operating
working capital (€-106 million), financial working
capital (€-10 million) and other working capital
(available-for-sale assets, provisions and taxes
amounting to €18 million).
The Club’s working capital is structurally
negative as the nature of its operations leads
to operating working capital with large creditor
balances (between €-110 million and €-290
million for player registrations, net trade payable
and upfront collection of membership fees and
season tickets).
Significant efforts have been made in recent
years to lower its negative working capital,

which has gone from €-182
to €-98 million as at June
reduction in the working
ratio is greater: from 41% in
2020.

million in 2010
30, 2020. The
capital/revenue
2010 to 14% in

This negative working capital is recurring;
i.e. rolled over each year due to the intrinsic
nature of operations, as reflected in the trend
in balances; figures are broadly similar from
year to year, with occasional variations due
to operating trends each season (e.g. sport
achievement prizes).
These balances are rolled over and, therefore,
present similar amounts at each year-end, so
they do not represent debt, or a liquidity or
business continuity problem.

Due to the large volume of transactions carried
out by the Club at present, the only way to
offset recurring negative working capital would
be to have a large positive financial working
capital through a large balance of cash and
cash equivalents.

be consistent with an adequate cash flow
management and is not compatible with the
not-for-profit status of the Club, which invests
funds obtained in the development of its sports
and its facilities.

Apart from exceptional requirements at specific
moments, a large cash balance relative to the
size of the Club’s balance sheet would not

WORKING
CAPITAL
€ Million

6/30/09 6/30/10 6/30/11 6/30/12 6/30/13 6/30/14 6/30/15 6/30/16 6/30/17 6/30/18 6/30/19 6/30/20

OPERATING WORKING CAPITAL
Trade receivables + Inventories

32

58

71

66

54

46

57

67

108

103

90

163

4

1

1

1

1

1

7

0

0

0

0

0

-47

-74

-67

-75

-73

-63

-64

-66

-63

-63

-58

-35

-7

-11

-15

-13

-15

-15

-22

-15

-27

-23

-26

-15

Salaries and wages payable (50% player registration,
bonuses)

-50

-56

-71

-93

-82

-114

-104

-144

-197

-208

-149

-139

Accruals

-48

-66

-69

-67

-60

-58

-62

-64

-85

-96

-124

-80

Subtotal

-116

-149

-151

-181

-176

-202

-189

-222

-265

-287

-267

-106

112

93

98

113

156

174

109

211

178

190

156

125

Receivables from public administrations
Trade payables

WORKING
CAPITAL

Payables to public administrations

€ Million
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Financial Working Capital
Cash

60

40

30

Current investments
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0

Player transfer receivables
Bank borrowings

-30

-30
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Player transfer and other investments payable
-60
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-180
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-100
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-132
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Subtotal
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Jun-09
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Jun-13
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Jun-15

Available-for-sale financial assets
Jun-16

Jun-17

Jun-18

0

41

0

0

0

0

0

0

0

0

28

21

24

36

58

53

20

52

79

44

-24

-48

-7

-43

-26

-16

0

0

0

-10

0

-52

-146

-115

-92

-74

-76

-91

-111

-131

-70

-55

-108

-128

-45

-37

27

59

77

103

56

133

128

177

126

-10

29

0

0

0

0

0

0

0

0

0

79
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-10

-1

-1

-1

-2

-2

-3

-1

-2

-2

-2

-2

Other
Provisions

Jun-11

0
34

-98

-106

-182

-210

0
13

Jun-19

Jun-20

Taxes
Subtotal

1

4

-17

0

1

7

1

5

7

6

4

13

20

4

-18

-1

-1

5

-2

4

5

4

81

18

-142

-182

-141

-123

-100

-94

-135

-86

-132

-106

-60

-98

CASH±SHORT TERM INVESTMENTS (€ MILLION)
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Jun-20

19

153

143

169

160

103

98

85

112

93

98

154

156

174

109

211

178

190

156

125
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LIABILITIES AND GROSS DEBT (EXCLUDING
THE STADIUM REMODELING PROJECT)

NET DEBT (EXCLUDING THE STADIUM
REMODELING PROJECT)

The Club had total liabilities at June 30, 2020,
excluding the stadium remodeling project,
of €778 million (2019: €606 million). This, in
addition to €533 million of equity (2019: €533
million) and the liabilities related to remodeling
project of €123 million (€100 million of longterm finance and €23 million of short-term
invoices payables), gives a total balance sheet
value of €1,434 million (2019: €1,138 million).

Gross debt was discussed in the previous section.

Liabilities comprise gross debt, trade payables
(€174 million at June 30, 2020 and €207
million at June 30, 2019) and other liabilities,
composed of provisions, accruals, and taxes
(€195 million at June 30, 2020 and €€224
million at June 30, 2019).

The Club’s gross debt at June 30, 2020
excluding the stadium remodeling project, in
accordance with Spanish GAAP, stood at €409
million, of which €205 million corresponded
to bank borrowings and €204 million to debt
relating to investments in players and facilities
(2019: €174 million, of which €50 million of bank
borrowings and €124 million of investments).
The increase in bank borrowings was due to
the finance raised by the Club to offset the
cash losses caused by Covid-19.
The increase in debt from investments was
due to outstanding payment on investment in
player acquisitions made during the year.

Net debt is gross debt minus cash and cash
equivalents, of €125 million at June 30, 2020
(2019: €156 million) and receivables from other
clubs from player transfers (in keeping with a
core principle of consistency, since gross debt
includes amounts paid to other clubs for player
acquisitions and as player acquisitions/sales are
mirror sides of the business), of €91 million at
June 30, 2020 (2019: €79 million), recognized in
“Financial assets” in the balance sheet.
The Club includes as debt the balance of
advances on income accruing in the future, which

real madrid liabilities at june 30, 2019
current

Non-current

total

Borrowings

108

66

174

€ Million

Trade and other payables

207

207

Financial liabilities

316

Payables for player transfers, works and repurchase of rights
Player transfer receivables
Net investments/transfers
Bank borrowings
Cash
Cash advance
Subtotal other net debt

€ Million

Provisions

2

Deferred taxes
Current tax
Public Administrations

66

381

14

16

19

19

0

0

26

26

TOTAL NET DEBT

129

33

163

Total other liabilities

157

67

224

NET DEBT AT JUNE 30, 2020
€ Million

473

133

606

current

Non-current

total

Borrowings

180

229

409

Payables for player transfers, works and repurchase of rights
Player transfer receivables
Net investments/transfers
Bank borrowings
Cash
Cash advance
Subtotal other net debt

Trade and other payables

174

174

TOTAL NET DEBT

Financial liabilities

354

229

583

2

25

27

21

21

real madrid liabilities at june 30, 2020
€ MILLION

Provisions
Deferred taxes
Current tax

0

0

Public Administrations

15

15

Accruals

84

48

132

Total other liabilities

102

93

195

TOTAL LIABILITIES

456

322

778
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Net debt at June 30, 2020 amounted to €-241
million (2019: €-27 million). The increase in debt
was due to investments in players made during
the year and the losses of cash (€-154 million)
caused by Covid-19. To make up for the loss of
cash, the Club increased its bank borrowings
by €155 million with the new long-term loans
taken out in April, as explained previously.
Stripping out the impact of Covid-19, net debt at
June 30, 2020 would be €87 million.
Net debt represents the external resources
which, coupled with own funds, are used to
fund the capital invested by the Club to carry
out its activity.

Net debt at june 30, 2019

Accruals

TOTAL LIABILITIES
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However, the Club’s key metric is its net debt; it
does not make sense to discuss what one owes
without factoring in what one owns.

stood at €48 million at June 30, 2020 (2019: €33
million).

current

Non-current

total

-108
79
-29
0
156
156

-16
0
-16
-50
0
-33
-83

-124
79
-45
-50
156
-33
73

126

-99

27

current

Non-current

total

-128
44
-83
-52
125
73

-76
46
-30
-153
0
-48
-200

-204
91
-113
-205
125
-48
-127

-10

-230

-241

06/30/2019

06/30/2020

786
-13
-267
506

894
-15
-106
774

533
-27
506

533
241
774

MANAGEMENT BALANCE
€ Million

Players, facilities and other property
Provisions and other
Net operating working capital
TOTAL NET CAPITAL INVESTED
NET EQUITY
NET DEBT
TOTAL FUNDING SOURCES
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NET DEBT

EQUITY

The Club’s net debt excluding the stadium
remodeling project at June 30, 2020 amounted to
€241 million.
In the previous four years, the Club did not have
net debt, but rather a net cash position as the sum
of cash and cash equivalents and receivables
from transfers exceeded the amounts payable on
investments. The increase in debt this year was
the result of investments made in players and the
cash losses (€-154 million) caused by Covid-19.
Stripping out the impact of Covid-19, net debt at
June 30, 2020 would be €87 million.
Comparing debt with the Club’s payment
capacity represented by ordinary cash flow

(measured using EBITDA: €177 million), yields a
debt/EBITDA ratio—one of the most commonly
used solvency indicators—at June 30, 2020
of 1.4. Excluding the impact of Covid-19,
the debt/EBITDA ratio would be 0.3, which is
commensurate with a maximum credit rating for
financial institutions.
Net debt arising from the stadium remodeling
project at June 30, 2020 amounted to €114
million. This is the net balance between
payables of €123 million (€100 million long-term
loan and €23 million short-term outstanding
invoices payable) and the cash available from
the project of €10 million. This debt is 0.6x the
Club’s EBITDA (0.4 ex-Covid-19 impact).

NET DEBT
€ Million

Equity represents the Club’s own funds; i.e. the
funds which, with borrowings, fund the Club’s
needs to carry out its activities.

equity than debt. The debt/equity ratio is used as
an indicator of solvency and financial autonomy:
the lower this ratio, the higher the Club’s solvency
and financial autonomy.

Equity is the accounting measure of enterprise
value. For an entity like Real Madrid, which does
not distribute dividends, the annual change in
equity relates to annual profit after tax (and any
balance sheet revaluation).
Through the profits it obtains, the Club has increased
equity each year to €533 million at June 30, 2020,
that same as the year before as the Club basically
broke even in 2019/20 due to the Covid-19 impact.

The debt/equity ratio at June 30, 2020, excluding
the stadium remodeling project, was 0.5. This ratio
had been 0 over the past four years but increased
this year mostly because of the negative impact
of Covid-19 on the ratio’s two variables (loss of
revenue and thus lower equity, and increase in
debt from the loss of cash). Without this effect, the
ratio would be 0.14, indicating maximum solvency
and financial autonomy.

The greater the amount of equity relative to debt,
the higher the Club’s value, solvency and financial
autonomy, as capital invested is financed more by

Net debt arising from the stadium remodeling
project at June 30, 2020 amounted to €114 million.
This gives a debt/equity ratio for the Club of 0.2x.

400
350

EQUITY

327

300

245

250
200
150

162

198

€ Million

241

500
450

170
84

100

115

130

125

91

50

72

114

96

370

350
300
250

0
-50

-38

-100

-4

-13

-10

-94

-150

Jun-00

Jun-01

Jun-02

Jun-03

200

-27

150
100

-107

-141

-200

Jun-04

Jun-05

Jun-06

Jun-07

Jun-08

Jun-09

Jun-10

Jun-11

Jun-12

Jun-13

Jun-14

Jun-15

Jun-16

Jun-17

Jun-18

50
Jun-19 Jun-20 STADIUM

30

62

68

74

80

86

106

141

176

196

220

251

275

Jun-00 Jun-01 Jun-02 Jun-03 Jun-04 Jun-05 Jun-06 Jun-07 Jun-08 Jun-09 Jun-10 Jun-11 Jun-12 Jun-13 Jun-14 Jun-15 Jun-16 Jun-17 Jun-18 Jun-19 Jun-20

Net debt/EBITDA ratio

Net debt : Bank borrowings + Payables/Receivables on acquisition/transfer of assets – Cash.
A negative sign means a net liquidity position. Debt also includes the balance of non-current advances.

3.0

6.0
5.0

2.5

4.0

2.0

3.0

1.7

1.7
1.4

1.4

1.5

1.1

1.0

0.8

0,5
0

n/a

n/a

n/a

n/a

n/a

n/a

Jun-00

Jun-01

Jun-02

Jun-03

Jun-04

Jun-05

Jun-06

Jun-07

Jun-08

Jun-09

Jun-10

Jun-11

Jun-12

3.2
1.7
0.8

1.0

0.6

Jun-13

0.4

Jun-14

0.6

0.5

Jun-15

0.0

0.0

0.0

Jun-16

Jun-17

Jun-18

0.0
Jun-19 Jun-20 STADIUM

EBITDA : Operating profit before depreciation and amortization. As of 2008/09, with new Spanish GAAP, it includes gains/(losses) on
disposals and impairment of non-current assets.
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5.4

2.0

1.4

533

0

Net debt/equity ratio

3.1

463

442

533

312

Net debt : Bank borrowings + Payables/Receivables on acquisition/transfer of assets – Cash.
A negative sign means a net liquidity position. Debt also includes the balance of non-current advances.
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BALANCE SHEET

assets
€ THOUSAND

Sports intangible assets
Other intangible assets
Property, plant and equipment

EQUITY AND LIABILITIES
06/30/2020 06/30/2019
534,806

310,903

3,449

4,042

424,177

350,343

Investment properties

11,171

11,552

Non-current player transfers
receivable

46,438

56

Deferred tax assets

20,173

19,111

Other financial assets

26,538

29,769

138

0

1,066,890

725,776

Investments in group companies
TOTAL NON-CURRENT ASSETS

€ THOUSAND

Social fund and reserves
Profit (loss) for the year
CAPITAL AND RESERVES
Grants received
EQUITY

Provisions for liabilities and charges
Bank borrowings
Non-current payables for player acquisitions
Non-current payables for stadium and Real Madrid
Sport City works
Payables for Repurchase of rights/other
Deferred tax liabilities
Accruals
TOTAL NON-CURRENT LIABILITIES

Assets held for sale

7,461

78,935

Inventories

3,141

5,570

Current player transfers receivable

44,397

78,802

Trade receivables

160,005

84,759

Current tax assets

12,774

3,881

134,945

155,706

4,368

4,954

367,091

412,607

1,433,981

1,138,383

Cash and cash equivalents
Accruals
TOTAL CURRENT ASSETS
TOTAL ASSETS
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Provisions for liabilities and charges
Bank borrowings
Current payables for player acquisitions
Current payables for stadium and Real Madrid City
works
Current payables for repurchase of rights
Trade and other payables
Wages and salaries payable
Accruals
TOTAL CURRENT LIABILITIES
TOTAL EQUITY AND LIABILITIES

06/30/2020 06/30/2019
528,480

490,086

313

38,394

528,793

528,480

4,132

4,276

532,925

532,756

24,682

14,293

152,649

49,693

75,307

15,279

100,000

0

799

924

20,771

19,390

47,798

33,289

422,006

132,868

2,333

2,163

52,292

94

120,763

100,608

30,253

7,478

207

64

49,927

83,477

138,944

149,497

84,330

129,378

479,049

472,759

1,433,981

1,138,383

Assets/liabilities at June 30, 2020 amounted
to €1,434 million, an increase of €296 million
from the year before.
Highlights on the assets side: The carrying
amount of sports intangible assets (players)
increased by €224 million due to the net result
of investment less amortization, transfers and
impairment. The value of property, plant and
equipment increased by €74 million due to
the net result of investment made in the year
(primarily in the stadium remodeling project)
less depreciation. Current- and non-current
receivables for player transfers increased by €12
million due to the transfers carried out. Availablefor-sale assets decreased by €71 million due to
changes in the carrying amount of the assets
included in this item. Trade receivables increased
by €75 million due to deferrals of receivables
caused by Covid-19. This helps explain the
lower cash balance, which fell by €21 million,
although the impact was mitigated by the new
financing raised during the year.

Highlights on the liability side: Bank
borrowings increased by €155 million, which
corresponds to the amount of loans taken
out in April to mitigate the cash losses
caused by Covid-19. Outstanding payables
on investments were €203 million higher. Of
this amount €123 million were due to the
stadium remodeling project (€100 million
long-term loan and €23 million of short-term
outstanding invoices payable). The remainder
was due mainly to player acquisitions made in
the year. Provisions increased by €11 million
to cover potential contingencies. The balance
of trade payables decreased by €34 million
since Covid-19 almost shut down activity
completely in the last four months of the year.
Current accruals decreased by €45 million,
mostly because tickets to the 2020/21 season
were not charged on June 30 because of
Covid-19. Equity at the end of the reporting
period stood at €533 million, practically the
same as the year-earlier figure since the Club
basically broken even because of Covid-19.
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OTHER MANAGEMENT
INFORMATION

USE OF FINANCIAL INSTRUMENTS
Real Madrid has established a series of
procedures and controls that make it possible to
identify, measure, and manage the risks arising
from financial instrument activity. Financial
instrument activity exposes the Club to credit,
market, and liquidity risk.

Credit risk
Credit risk is the risk that a Club counterparty
will not meet its contractual obligations, i.e.
the possibility that financial assets will not be
recovered at their carrying amount within the
established time frame.
With regard to trade receivables, the Club has
a procedure in place to measure, manage and
control the risks arising from each of its loans.
The procedure covers risk measurement and
the initial authorization, ongoing monitoring
of the exposure and subsequent controls.
The Club, through its various departments,
assesses and monitors these exposures on
a monthly basis with a view to identifying
risky situations and collection delays, taking
the necessary precautions, including legal
measures if warranted, to enable recovery of
amounts past due as quickly as possible. In
many cases, in order to guarantee collection
of receivables, the Club often demands
suitable collateral and guarantees. As a result
of all these measures the Club’s losses on
uncollectible receivables are insignificant in
relation to the its annual revenue.
The Club’s investment policies establish
that financial investments must be made in
accordance with the following guidelines: They
must be arranged with financial institutions
domiciled in Spain and of renowned solvency
and liquidity. Acceptable investment products
include bank deposits, repos, commercial paper
issued by highly solvent financial institutions,
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interest-bearing accounts and other similar
financial products. Specifically, investment
in speculative financial products or those
in which the counterparty is not clearly and
explicitly identified are expressly prohibited.
Investments should be diversified to ensure
that the risk is not significantly concentrated
in any one institution. Investments in current
financial assets must be liquid assets with
a maturity of three months or less, with a
repurchase commitment or a secondary
market that guarantees their immediate
liquidity if required. Compliance with these
requirements minimizes investment risk and
therefore the Club has seen no impairment on
any of its financial investments since 2000, the
first year for analysis of the Club’s economic
and financial performance considered in this
management report.

Market risk
Market risk entails interest rate risk caused
by uncertainty over the future performance
of the financial markets and interest rates
with the consequent negative impact on the
results of the Club’s operations and cash
flows. Financing for the stadium project is for
30 years at fixed rates, thereby eliminating any
risk since the transaction is for such a long
period of time. Almost the entire amount of
new long-term (5-year) financing raised during
the year to cushion the impact of Covid-19 is
at fixed rates and therefore risk-free. The Club
follows an extremely prudent debt approach in
the rest of the financing activities. Transactions
generally have 3-year terms, and most are at
floating rates index to the Euribor rate plus
a small spread. Overall, the annual interest
charge in its income statement is insignificant
(less than 1% of EBITDA) and risk in the
event of a rise in interest rates is immaterial.
Considering the cost that this would imply,
the Club does not use hedging derivatives to
manage interest rate risk.

Liquidity risk
The risk that the Club will have a shortage
of funds or lack access to sufficient funds
at an acceptable cost to meet its payment
obligations at all times. To address this risk
the Club aims to maintain sufficient available
funds to carry out its operating activities and
make the investments it requires at any given
time. On June 30, 2020, the Club had a cash
balance of €125 million (excluding the cash
inherent in the stadium remodeling project)
and undrawn credit lines amounting to €328
million at a highly competitive floating interest
rate. If drawn down, the entire amount would
mature in the long term.
These funds, plus the cash flows generated
regularly by the Club through its operating
activities, allow it to comfortably meet all its
payment commitments and have sufficient
flexibility to make decisions on potential new
investments.
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OTHER MANAGEMENT
INFORMATION

AVERAGE SUPPLIER
PAYMENT PERIOD
The Club’s average supplier payment period in
2019/20 was 53 days, below the legal maximum
established in Law 15/2010 of July 5.

TREASURY SHARES

PERSONNEL

As the Club is a sports association it has no
shares and therefore no treasury shares.

In 2019/20, the Club and an average of 797
employees, of which 368 were players and
coaches (2019: 814 and 410, respectively).

EVENTS AFTER
THE REPORTING PERIOD

At June 30, 2020, the Club had 777 employees
(2019: 817), of which 333 (2019: 404) were
players and coaches.

ENVIRONMENTAL INFORMATION
Given the nature of its activities, the Club has
no environmental liabilities, expenses, assets,
provisions or contingencies that could have a
significant effect on its equity, financial position
and results.
Real Madrid, in compliance with its sustainability
and energy efficiency policy, continues to
study and carry out measures to reduce its
consumption and ensure the responsible
management of resources.

RESEARCH, DEVELOPMENT
AND INNOVATION
Given the nature of its activities, the Club’s
most relevant activity in this area is the design,
development and start up of the technology
platform and other tools to support its digital
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activities. This includes various sports healthrelated and innovative design activities in the
stadium renovation project.
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The most significant events that occurred
between the end of the reporting period and
the date of authorization for issue of these
financial statements and management report
were as follows:
•	The remaining Spanish football first division
matches in the 2019/20 season were
played, with Real Madrid Club winning its
34th title.
•	By winning the league, certain contingent
assets and liabilities were converted into
collection rights and payment obligations,
both of which amounted to €4,000
thousand.
•	Sales were made, and revenue obtained from
the share in third-party transactions involving
player transfer rights for approximately
€46,000 thousand.

OUTLOOK
The Club is facing an uncertain outlook for
2020/21 because of the health crisis, raising
questions about its operating and commercial
activities. Depending on the pandemic unfolds,
the Club’s activities in general, and the hosting
of sports events with fans in attendance, will
be affected to a greater or less extent over the
course of the year.
In these circumstances, the Group will take the
steps it needs to minimize the negative effects
caused by the health crisis, just as it did in
2019/20.
The Club expects to build on the success of its
sport model, pursuing further sports successes
in football and basketball, which have set
the Club apart throughout its history and
especially in recent years. This performance
must be supported by an economic model
that aims to achieve self-sustaining growth,
where, through the combination of diversified
revenue and contained costs, a profitability
and financial structure are achieved to provide
the solvency that enables the Club to make the
investments it needs to carry out its business.
Also over the course of 2020/21, the Club will
continue to perform the works for the stadium
remodeling project as scheduled.

•	The merger by absorption of the women’s
football club, Club Deportivo Tacón, by Real
Madrid C.F., approved at the Extraordinary
General Assembly held on September 16,
2019, was completed.
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