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Birmingham City plc
(the ‘Company’)
 
Preliminary Statement of Final Results
for the Year Ended 31 August 2006
 
Birmingham City plc, whose sole activity is the operation of Birmingham City Football Club PLC, announces its financial results for the year ended 31 August 2006.
 
Chairman’s Statement 
 
Following four years in the F.A. Premier League the 2005/06 season saw us relegated to the Championship.  This was of course bitterly disappointing to us all but the Club has very much taken up the challenge and I hope that the considerable progress made in the current season will see us once more back in the top tier of English football.
 
The progress made this season has principally been achieved through the introduction of a series of efficiency improvements, the release and sale of players and the continued development of the BCFC brand.  In particular we have focused on signing young quality players on longer contracts and I am confident that this approach will have the desired result.  
 
I have been impressed by the resilience that all Club employees have shown throughout this period and I am confident that the management team is well prepared to face the challenges that lie ahead.
 
 
David Sullivan
Chairman
 
 
Managing Director’s Review
 
Turnover for the year to 31st August 2006 was £40.1 million (2005: £42.7 million), down 6.06% on the previous year.  This fall in income was a direct result of finishing 18th in the Premier League, thus reducing substantially the merit award received.
 
The full impact of relegation will become much more apparent in the current financial year; we are currently budgeting for a reduction in turnover of approximately 50% on the reported year to August 2006.  All activity areas, i.e. match receipts, income from television and radio and commercial activities will be adversely affected by the Club’s relegation.
 
When faced with relegation the Club took immediate action to alleviate the financial implications; in particular the annual wages bill was reduced by approximately £12 million with the release or sale of 13 first team squad players.   Additionally, on the non-playing side, the Club made 7 redundancies and did not renew the contracts of 5 other personnel.  These reductions, together with some automatic salary adjustments to reflect non premier league status, made a further saving of £740,000.
 
During the closed season we purchased players that we believed would give the Club the best chance of promotion at the end of the 2006/07 campaign.  In order to finance this we sold Emile Heskey to Wigan and Jermaine Pennant to Liverpool for total fees of £12.2 million.  This enabled us to acquire Cameron Jerome, Neil Danns, Stephen Kelly, Gary McSheffrey, Radhi Jaidi, Bruno N’Gotty and Artur Krysiak at a combined initial cost of £8.6 million (with possible further payments depending on the Club’s success). 
 
The Club also brought in on loan from Arsenal: Sebastian Larsson, Fabrice Muamba and Nicklas Bendtner, all of whom have made a positive contribution to the team.  The Club has an agreement in place with Arsenal to purchase the registration of Sebastian Larsson.
 
More recently, the Club also purchased the registration of Rowan Vine during the January 2007 transfer window for £2.5 million (again further payment may be due dependent on the Club’s success) and our captain Damien Johnson signed a new 3 year contract.
 
We are confident that we have the best squad in the Championship and have invested sufficient funds (the highest investment in the division) to give us every chance of success in achieving Premier League status at the end of this season. 
 
The relegation of any team from the Premier League brings serious financial implications and the Board of Directors has been extremely pro-active in taking appropriate steps to lessen the impact for the Club.  We are aware that a prolonged absence from the Premier League will force the club to make wide-ranging economies but I believe that we are in a much better position than previously relegated clubs to return to the Premier League at the first attempt.
 
 
Karren Brady
Managing Director
 
 
Press enquiries:
 
Birmingham City plc
Roger Bannister


0121 202 5230
 
Shore Capital
Graham Shore


020 7408 4090
 

Consolidated Profit and Loss Account for the Year Ended 31st August 2006
 

 

 
 

2006
2005

Operations

excluding

player
Player


amortisation
amortisation


and trading
and trading
Total
Total


£000
£000
£000
£000
 
TURNOVER

40,117
-
40,117
42,706


________
________
________
________
 
 
Operating expenses

(34,391)
(10,084)
(44,475)
(45,201)


________
________
________
________
 
OPERATING PROFIT/(LOSS)

5,726
(10,084)
( 4,358)
( 2,495)
 
Profit on sale of players’ registrations

-
7,063
7,063
3,958


________
________
________
________
PROFIT/(LOSS) BEFORE INTEREST 
  AND TAXATION

5,726
( 3,021)
2,705
1,463


________
________
 
Bank interest receivable 



39
169
Bank interest payable



(  111)
(     32)




________
________
PROFIT ON ORDINARY ACTIVITIES 
  BEFORE TAXATION



2,633
1,600
 
Taxation on profit on ordinary activities



(  882)
(    17)




________
________
 
PROFIT FOR THE FINANCIAL YEAR



1,751
1,583
 
Earnings per Ordinary Share

Basic



2.17p
1.97p
Diluted



2.17p
1.97p
 
 
There were no recognised gains or losses other than those reported above.  
 
Historical cost profits/(losses) are not materially different to those stated above.
 
All activities are derived from continuing operations.
Consolidated Balance Sheet as at 31st August 2006




Restated



2006
2005


£000
£000
FIXED ASSETS
Intangible assets

14,185
18,512
Tangible assets

12,529
12,856


_______
_______
 


26,714
31,368


_______
_______
CURRENT ASSETS
Stock

360
194
Debtors

10,407
11,158
  (inc £2.3m due in more than one year (2005 - £Nil ))



Cash at bank and in hand

4,308
6,404


_______
_______
 


15,075
17,756
CREDITORS: Amounts falling
 due within one year

( 23,341)
(32,387)


_______
_______
 
NET CURRENT LIABILITIES

( 8,266)
(14,631)


_______
_______
 
TOTAL ASSETS LESS CURRENT LIABILITIES

18,448
16,737
 
CREDITORS: Amounts falling
 due after more than one year

( 4,950)
( 4,961)
Provisions for liabilities and charges

(      10)
(      39)


_______
_______
 
NET ASSETS

13,488
11,737
 
CAPITAL AND RESERVES
Called up share capital

8,075
8,075
Share premium account

10,073
10,073
Revaluation reserve

313
313
Merger reserve

( 2,539)
( 2,539)
Profit and loss account

( 2,434)
( 4,185)


_______
_______
 
SHAREHOLDERS’ FUNDS

13,488
11,737
Consolidated Cash Flow Statement for the Year Ended 31st August 2006
 
 


2006
2005

£000
£000
NET CASH INFLOW FROM 
 OPERATING ACTIVITIES

3,779
3,256
 
Returns on Investments and
 Servicing of Finance

(   72)
137
 
Taxation

-
(     22)
 
Capital Expenditure

(5,799)
(5,784)


_______
_______
 
Cash Outflow Before Financing

(2,092)
(2,413)
 
Financing

(45)
43


_______
_______
 
DECREASE IN CASH

(2,137)
(2,370)
 
RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET FUNDS
 



Restated


2006
2005

£000
£000
 
Decrease in cash in year

(2,137)
(2,370)
Cash to repay bank loan

45
40


_______
_______
 
Decrease in Net Funds

(2,092)
(2,330)
Net funds at 1st September 2005

6,010
8,340


_______
_______
 
Net funds at 31st August 2006

3,918
6,010
 
RECONCILIATION OF OPERATING (LOSS)/PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES
 

2006
2005

£000
£000
 

Operating loss
( 4,358)
(  2,495)

Amortisation of players’ registrations
10,084
11,093

Depreciation
555
548

Loss on disposal of fixed assets
-
2

Amortisation of deferred income
(     57)
(      57)

(Increase)/decrease in stocks
(   166)
142

Decrease/(increase) in debtors
6,159
( 4,597)

Decrease in creditors
(8,438)
( 1,380)


_______
_______
 

Net Cash Inflow from Operating Activities
3,779
3,256
Notes:
 
1. The preliminary results to 31 August 2006 are extracted from the unaudited annual accounts for that year and have been prepared in accordance with the accounting policies adopted in those accounts.  The financial information set out in this statement does not constitute full statutory accounts within the meaning of section 240 of the Companies Act 1985.  The statutory accounts for 31 August 2005 received an audit report which was unqualified and did not contain any statements under s237(2) or (3) of Companies Act 1985.

 
2. The profit for the year was struck after payments of £280,000 under service contracts entered into during the year for the services as directors of Mr David Sullivan and Messrs Ralph and David Gold, being £140,000 paid to a company in which Mr Sullivan is interested and £140,000 to a company in which Messrs Gold are interested.
 
3. Comparative figures
 
Financial Reporting Standard (FRS) 25 Financial Instruments: Disclosure and presentation requires a company to classify its shares as either financial liabilities or equity instruments.  As a result the company’s preference share capital has been reclassified as a financial liability, and included in the balance sheet as “Creditors: Amounts falling due after more than one year”.  The impact of this reclassification is that net assets and shareholders’ funds of both the group and the company have reduced by £18,000 (2005: £18,000). 
 
4 Earnings per share has been calculated as follows:
 
	 
	2006
	2005

	 
	£000
	£000

	 
	 
	 

	Profit on ordinary activities after taxation
	1,751
	1,583

	 
	_________
	_________

	 
	 
	 

	Basic
	No.
	    No.

	Weighted average number of ordinary shares in issue during the year
	 
80,755,000
	 
80,262,699

	 
	_________
	_________

	 
	 
	 

	Earnings per ordinary share
	2.17p
	1.97p

	 
	________
	________

	 
	 
	 

	Diluted
	No.
	No.

	Weighted average number of ordinary shares in issue during the year
	 
80,805,238
	 
80,127,444

	 
	_________
	_________

	 
	 
	 

	Earnings per ordinary share
	2.17p
	1.97p

	 
	_________
	_________


 
Diluted earnings per share take into consideration the dilutive effect of earnings per share if the outstanding share options were exercised.
 
5. 
The statutory accounts for the year ended 31 August 2006, will be finalised on the basis of the financial information presented by the directors in this preliminary announcement.  Copies of the accounts will be posted to shareholders in due course.  Copies of this announcement are available from the company at St Andrew’s Stadium, Birmingham B9 4NH and at www.bcfc.com.

 

END 
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