
SCHEDULE 1 – CITY CENTRE ENTERPRISE ZONE ACCOUNTABLE BODY 
MEMORANDUM OF UNDERSTANDING 

Background 
This paper describes the BCC governance arrangements for how the Enterprise Zone (EZ) business rate 
uplift and any subsequent BCC investment will be managed.  

EZ guidance requires the local authority and Local Enterprise Partnership (LEP) to have local arrangements 
in place that ensure that business rate revenue arising from the EZ is spent in line with economic priorities. 
This should recognise that there may be borrowing against future revenues that will need to be reimbursed 
or paid back through retained business rates before any remaining funds are used to support wider 
economic priorities. 

The Birmingham City Centre EZ investment priorities are set out within the EZ Investment Plan 2014. The 
Investment Plan sets out programme of projects worth £275m up to the financial year 2022/23. 

The principles of EZ Accountable Body arrangements are contained within the EZ Prospectus (March 2011). 
In respect of the retention of business rates these are set out below: 

• Business rates growth within the EZ will be retained by the Billing Authority.
• The Billing Authority and its LEP partners should put in place local arrangements to ensure this

revenue is spent in line with economic priorities as supported by the LEP Board.
• The uplift in business rate receipts as a result of the introduction of the EZ will be used by the LEP

for key economic priorities, related to the Zone itself or elsewhere within the LEP boundaries.
• Retained business rates will continue to be viewed by government as public funds. As such a local

authority should act as the responsible organisation for audit and accounting purposes.
• In line with expectations for the treatment of other public funding, it is expected that LEP

partnerships will take responsibility collectively for ensuring that there is transparency in the way
retained business rates are spent. The local authority should retain a degree of oversight of
transparency arrangements for the total pot of retained business rates.

Roles and responsibilities 
Local Enterprise Partnership (LEP) Board 
The Greater Birmingham and Solihull Local Enterprise Partnership (GBSLEP) was allocated an EZ and chose 
the City Centre as its location. The LEP Board therefore takes overall responsibility for the delivery of the 
EZ. It does this by setting an overarching investment strategy whilst ensuring that there are clear 
governance, management and delivery arrangements in place. 

Specifically the Board will ensure that: 
• There is an approved Investment Plan in place that will help unlock sites for development and

enable the delivery of growth, jobs and uplift in business rates
• It receives and considers regular reports on the financial position and performance of the

Investment Plan;
• Monitoring arrangements and subsequent performance reports are adequate and appropriate,

considering both quantative and qualitative aspects of performance;
• It nominates a Board Member to be the “LEP Champion” for the EZ. The Champion will ensure that

the LEP Board are kept informed of progress on a regular basis and escalates any significant risks
and issues.
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Birmingham City Council as the Accountable Body 
Whilst the EZ was allocated to the GBSLEP, management and redistribution of business rate growth 
requires a single body from the GBSLEP Partnership to take on the role of “Accountable Body”. This Body 
must be a legal entity, nominated to act on behalf of the GBSLEP for the receipt and correct usage of 
business rate growth and uplift within the EZ designation. Birmingham City Council (BCC) accepted this role 
in respect of the Birmingham City Centre EZ from 30 July 2012. 
 
To help manage the responsibility of being the Accountable Body, BCC will ensure that: 

• There is an approved Investment Plan in place that is focussed upon delivering schemes that will 
support business rate growth in order to provide an investment source for LEP investment; 

• Detailed business rate uplift modelling is in place to support the level of borrowing and up-front 
expenditure; 

• As per Communities and Local Government (CLG) Guidance, local arrangements are in place to 
manage the disbursement of funds. This should recognise that there may be borrowing against 
future revenues that will need to be reimbursed or paid back through retained business rates; 

• There are systems of delegated authority, financial procedure and policy that are structured within 
the framework of the local authority; 

• A set of financial principles are in place for the EZ that will provide limits to the extent of borrowing 
and creates a contingency fund to manage the risks associated with the flow of business rate 
income; 

• There are robust appraisal and approval processes in place to ensure that individual business cases 
are sound and will contribute to GBSLEP economic priorities as described within the Investment 
Plan; 

• It co-ordinates all monitoring activities on behalf of the GBSLEP. 
• BCC will also nominate a Chief Officer [currently Waheed Nazir] to ensure that liaison is maintained 

with the LEP. The Chief Officer will be the City’s main driving force behind delivery of the EZ and 
will have sufficient authority to ensure that internal approval issues are identified and controlled. 

 
EZ Executive Board 
An Executive Board has been established to oversee delivery of the Investment Plan. The GBSLEP will be 
represented by two LEP Board members including a nominated Board Member [currently Christopher 
Webster] who will act as the “LEP Champion” and will ensure that the LEP Board is kept informed of 
progress on a regular basis. 
 
BCC will be represented by a Chief Officer together with other senior officers who have overall 
responsibility for key aspects of the EZ. This representation of officers will be replicated by other LEP local 
authority partners in due course as investment takes place outside of the EZ. 
 
Specifically the Executive Board will ensure that: 

• The Investment Plan is delivered in accordance with agreed milestones and targets; 
• It receives and considers regular reports on the financial position and performance of the 

Investment Plan and is informed of any key risks or issues with implementation; 
• Key issues and risks are either addressed or escalated to the LEP Board; 
• It approves / rejects / makes recommendations on business cases contained within the approved 

Investment Plan. 
 

EZ Directors’ Board 
BCC has set up a Directors’ Board in order to provide management of the EZ Investment Plan in terms of 
resources and project delivery. It will be headed up by BCC’s nominated Chief Officer and will include 
representation from senior level BCC officers who have responsibility for the delivery and financial 
management of the EZ. 



 

 
 

 
Specifically the Director’s Board will ensure that: 

• The Investment Plan is effectively managed in terms of delivery and resource; 
• It receives and considers regular reports on the financial position and performance of the 

Investment Plan; 
• Any key obstacles on EZ project and programme delivery are either addressed or escalated to the 

Executive Board. 
• It manages EZ financial position in accordance with the EZ financial management principles 
• It approves and / or rejects Project Definition Documents and Outline, and Full Business Cases for 

the use of EZ Resources where they exceed BCC Chief Officer delegations; 
• Key issues and risks are either managed or escalated to the Executive Board. 

 
EZ Portfolio Board 
BCC has set up a Portfolio Board, which will provide day-to-day management of the EZ Investment Plan.  
 
Specifically the Portfolio Board will ensure that: 

• The human resources of the City Council are effectively managed to support project delivery; 
• Regular updates are given to the Directors Board and Executive Board on the performance 

management framework for monitoring progress towards the 10-year outcomes as described 
within the Investment Plan; 

• It prepares regular reports on the financial position and performance of the Investment Plan, 
identifying any significant variation in Investment Plan performance, for consideration by the 
Director’s Board and Executive Board; 

• It receives and considers regular reports on the financial position and performance of the individual 
Project Boards; 

• It considers and make decisions on Business Cases up to BCC Chief Officer delegation levels 
• It receives and makes recommendations on Project Definition Documents, Outline and Full 

Business Cases for the use of EZ resources  
• Key issues and risks are either managed or escalated to the Director’s Board; 
• Marketing and PR activity is effectively co-ordinated; 
• It is kept abreast of key planning and property issues within the EZ designation. 

 
EZ Project Board(s) 
BCC has established a series of individual Project Boards that will be responsible for developing the key 
areas of the Investment Plan, namely: Paradise Circus; Site Development; Connectivity & Digital; Business 
Support & Skills; Metro & Centenary Square; and Individual Boards will have responsibility for developing 
projects against their approved allocation as set out in the Investment Plan. 
 
Key issues and risks are either managed or escalated to the Portfolio Board. 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
 

Governance framework 

 
 
Financial Management 
The Accountable Body will apply a series of financial management principles as set 
out below: 
 
1. Income Safety Margins 
For reasons of prudence, particularly during the early years of EZ business rate uplift, only a prudent 
proportion of net business rate income will be taken into account in determining expenditure 
commitments, including borrowing and operating costs. The intention is to provide a safety margin due to 
the associated risks of business rate income levels not matching their profiled income levels.  
 
In order to ensure that there are sufficient reserves to meet short term falls in income or increased costs, a 
sum equivalent to 15% of the annual EZ income will be set aside on a cumulative basis to meet 
uncertainties. Once EZ business rate income levels start to materialise in line with their forecasts, then 
consideration will be given to releasing the surplus reserve generated from the application of this approach 
to support further LEP investment proposals. 
 
 
 



 

 
 

2. Borrowing repaid within life of the EZ 
The business rates income stream will cease after 25 years (i.e. by 31st March 2038). All associated 
borrowing must therefore be repaid within this term in order to ensure that the borrowing is prudent, 
affordable and sustainable. Consequently capital projects commencing in Year 2 of the Programme will be 
borrowed using an annuity which allows the capital sum borrowed to be repaid over a 24 year term, whilst 
projects commencing in Year 3 will effectively be borrowed and repaid over a 23 year term, etc. 
 
This means that capital intensive investments which are approved and borrowed for over a longer time 
frame will have a lesser financial impact in terms of affordability against the annual EZ Programme than if 
they were undertaken over a shorter period (i.e. the longer the borrowing term the smaller the annuity 
charge to the revenue account). On-going monitoring of the EZ programme resources and the financial 
implications resulting from approved projects in the investment programme will provide a valuable tool 
against which an assessment can be made as to the level of future capital investments that the EZ can 
support in later Investment Plan periods. 
 
All EZ investment decisions are considered and only endorsed by the Accountable Body subject to their 
being affordable. 
 
3. Utilising Assets under Construction Policy 
In accordance with CIPFA guidelines Local Authorities can roll up interest charges for assets under 
construction. For infrastructure and other capital projects this offers the advantage to smooth out cost and 
income cashflows so that income from business rates arises in the same financial period as the revenue 
costs of the project which BCC has to account for. 
 
4. Site-by-site business cases as well as LEP-wide business cases 
Proposed expenditure commitments for individual developments will be financially appraised against the 
expected business rates impact arising from that development through individual business cases.  
 
5. Financial commitments aligned to development commitments 
For EZ developments, and wherever feasible, financial commitments will only be made following legal 
agreement with the developer/landowner once development projects have been committed to. This will 
provide assurance that the business rates income stream is reasonably secure. 
 
6. Prudential Borrowing 
In borrowing for LEP EZ funded projects, BCC is subject to legal constraints and statutory guidance in 
relation to the borrowing. This includes compliance with the Authority’s accounting and debt repayment 
policies. BCC will consider the financial implications of any LEP EZ proposals, as part of its overall budget 
(for example, in setting its Prudential Borrowing indicators and limits) and in complying with the CIPFA 
Prudential Code. 
 
7. Income provided to support wider LEP Investments 
Whilst the City Council will support and fund approved EZ investment decisions made by the LEP, both the 
City Council and other local authority partners will ultimately be responsible for their own projects, 
associated cost control and other financial risks. In the event that project costs exceed those approved by 
the LEP then any additional costs incurred or to be incurred above those supported through EZ income will 
become the financial responsibility of the delivery partner and not the EZ or Birmingham City Council in its 
Accountable Body role. This is particularly relevant 



 

 
 

for the LEP Investment Fund and HS2 Growth Strategy investments which could fund projects outside of 
the BCC area. 
 
8. Management and monitoring of resources 
The delivery of the Approved and Additional Investment Programmes will depend on having robust 
processes in place to manage and monitor income and expenditure for the EZ. This will be undertaken as 
part of the regular reporting to the LEP through the Governance arrangements to provide ongoing updates 
to the financial model and to ensure risks to delivery are highlighted. 
Whilst the LEP approves individual capital investment and revenue proposals for EZ support, the 
Accountable Body will ultimately endorse these projects going forward subject to the viability of the 
investment proposal in terms of overall affordability. This assessment will be based on the future 
availability of secured, but uncommitted, EZ business rate income resources. Consequently it may be 
necessary for the City Council, in its Accountable Body role; 

a) to seek a re-profiling of proposed expenditure levels so that accord with available resources, or 
b) to endorse projects for EZ funding only when there are sufficient secured and  appropriate 

levels of business rate income in place. 
 
Investment Plan Priorities and Targets 
Projections of Enterprise Zone income 
 
A detailed financial model has been created for the EZ reflecting both expected income (revenue) based on 
modelling of development and take-up, and expenditure associated with the delivery of the Investment 
Plan. Sensitivity testing has been carried out in order that risk is addressed in an informed way in 
structuring this financial strategy. The baseline projection of revenue is based on a level of take up in line 
with long term trends in the property market and assumes a significant level of EZ investment. As 
development is delivered the amount of available income increases. The assumed level of business rates 
income for the EZ is highly sensitive to anticipated levels of development activity. Should development fail 
to materialise in line with projections, investment at desired levels may not be achievable. Similarly, 
increased project costs or borrowing costs would be detrimental to the achievement of proposed 
investment. As such, robust principles for financial and project management are required within the EZ 
where capital expenditure is to be financed from borrowing by BCC as the accountable body. The revenue 
costs of borrowing will be met from EZ revenue resources; BCC will calculate the borrowing costs based on 
existing BCC arrangements for recharging interest costs and statutory requirements for debt repayment 
costs. 
 
Project and Approval Processes 
Birmingham City Council 
 
All projects to deliver the EZ are subject to BCC Governance structures. This requires a Project Definition 
Document (PDD) for approval to authorise project development and feasibility. Once PDD approval has 
been reached, activity can commence to formulate the Full Business Case to authorise the release of funds 
and formal project approval. All existing BCC Financial and Project controls will be in place and projects will 
be managed in accordance with these agreed processes, 
policies and procedures.  
 
The Enterprise Zone Directors Board will authorise the use of resources to develop PDD’s and Full Business 
Cases. 
 



 

 
 

Project Boards will ensure that they develop an annual programme of project activity that will deliver 
against their approved financial and non-financial targets as contained within the Investment Plan. They 
will prepare PDD, Outline and Full Business Cases for the use of EZ resources for consideration by the EZ 
Programme Board. They prepare progress reports and key decisions reports for the Portfolio Board. 
 
Risk Management of the overall Portfolio of Enterprise Zone activities and individual Project Risk 
Management will be carried out in accordance with established BCC policies, procedures and practices.  
 
GBSLEP Board 
The LEP Board takes overall responsibility for the delivery of the EZ. It does this by having an up to date 
Investment Plan whilst ensuring that there are clear governance, management and delivery arrangements 
in place. The LEP will receive regular reports on the implementation of Investment Plan.  
 
The various EZ Boards will work on behalf of the GBSLEP Board and ensure that the release of EZ funds for 
projects contained within the Investment Plan is authorised through an approved Business Case.  
 
Performance Management 
In order to assist the management of the EZ and the delivery of objectives set out in the Investment Plan, 
performance management arrangements have been put in place by BCC as accountable body which: 
  

• Provide appropriate information to the LEP Board to enable it to assess the performance of the EZ 
on a regular basis; 

• Provide CLG with the monitoring information it requires as set out in its Monitoring Framework. 
 

GBSLEP Board 
The LEP Board will receive monitoring reports on a twice yearly basis using agreed Governance Pack report 
templates. This will include: 

• Overall Financial Summary 
• Overall Position on Output Indicators 
• Project Specific Updates 

 
Specifically the LEP Board will receive twice yearly updates against the following indicators: 

• Number of new employment positions filled within the EZ since 1st April 2012 
• Number of new enterprises on the EZ since 1st April 2012 
• Amount of land developed or redeveloped in the EZ since 1st April 2012 (ha) 
• New/refurbished floorspace created in the EZ since 1st April 2012 (gross internal area in sqm) 

Public sector capital investment into the EZ since 1st April 2012 (gross, in £s) 
• Private sector capital investment into the EZ since 1st April 2012 (gross, in £s) 

 
The Board will also receive an annual report which will include a review of the Investment Plan and make 
recommendations regarding adjustments for the following year for approval by the Board. 
 
The annual report will also contain more detailed information, particularly regarding outputs, i.e. new 
enterprises by sector and jobs by occupation to assist in reviewing the Investment Plan. 
 
Communities & Local Government (CLG) 
CLG will receive monitoring reports on a quarterly basis as required by its Monitoring Framework. 
 
 



 

 
 

Making the agreement work 
The GBSLEP Chair, LEP Champion, BCC operational lead for the EZ and BCC financial lead have signed this 
agreement on the understanding that each party is fully committed to making it work and maximising the 
benefit to the LEP of the EZ designation. 
 
Joint monitoring meetings can be called specifically in respect of the operation of this framework to take 
account of any change to the EZ. 
 


