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Reedlands Business Park 

The Reason for the Decision On the 24 January 2018 Members of the 
Executive approved the acceptance of a 
£1.5 million European Regional 
Development Fund (ERDF) grant to 
develop 23,500 sq. feet, (2,183 sq. 
metres) of industrial workspace at 
Reedlands Business Park, Clay Flats in 
Workington. Members also approved the 
£1 million match-funding requirement to 
be met from prudential borrowing.  

Following receipt of the final grant 
agreement clarification has been sought 
on a number of points relating to the 
terms and conditions of the award. This 
report updates Executive on the financial 
implications of these clarifications and in 
particular on the operation of the 
clawback provision which could result in 
the repayment of part of the funding in 
the event that the authority makes 
excess profit from the project.

Summary of options considered Two options have been considered:

1. Accept the offer of grant funding 
and proceed with the scheme. 
This would necessitate the 
submission of a change request to 
the Ministry for Housing, 
Communities and Local 
Government.

2. Decline the offer of grant funding 
and do not proceed with the 
scheme.

Recommendations The Executive is recommended to 
approve:

1. The acceptance of the £1.5m offer 
of ERDF grant funding and 



associated  match-funding 
requirement to enable the project 
to proceed.

2. The submission of a change 
request to the Ministry of Housing 
Communities and Local 
Government (MHCLG) to amend 
the profiled project spend and 
associated funding draw-down to 
bring this in line with the latest 
project programme.

Financial /  Resource Implications The scheme has been designed and 
costed up to RIBA Stage 3. A detailed 
fee proposal has been received for the 
next stages of the project that will take it 
through to completion (RIBA stages 4-7). 

Pick Everard (Perfect Circle) will act as 
project managers reporting to the Council 
lead Officer. The current financial 
commitment is £2.5 million of which £1.5 
million (60%) is an ERDF grant and £1 
million (40%) is Council match-funding.
The match funding has been approved 
as part of the Revised 2017/18 Budget 
and will be financed from borrowing.

Although there is expected to be a 
positive impact on the Council’s revenue 
income resulting from additional rental 
income to be generated from the 
scheme, it must be noted that, given the 
State Aid exemption under which the 
ERDF funding has been awarded, the 
Council is not permitted to generate a net 
profit from the scheme for a 15 year 
period following completion of the 
project. 

This is not to say that the project won’t 
bring significant benefits for the Council 
and local area. All operating costs 
(including the £1 million of prudential 
borrowing) can be taken into 
consideration when calculating net profit 
over the 15 year period. Allerdale 
Borough Council will gain an asset in the 
form of the 10 new units and the 



construction of the business park will 
have significant economic development 
benefits for the local area.

Legal / Governance Implications Compliance with all ERDF requirements 
as set out in the funding agreement. This 
includes compliance with all 
procurement, record-keeping, marketing 
and audit requirements. 

The Council will be required to provide a 
certified statement completed by an 
external auditor confirming the operating 
profit of the business park on an annual 
basis starting one year after the facility is 
available for use.    

Community Safety Implications The Council, external project manager 
and contractor will need to ensure that:

 the construction site is secure to 
prevent intrusion by the public.

 the site is safe for construction 
workers.

Health and Safety and Risk 
Management Implications

All health and safety implications will be 
supervised by the external project 
managers. The project managers will 
provide a detailed risk register for the 
scheme which will also be monitored by 
an internal Council Officer who will be 
designated to assist with all aspects of 
the scheme.

Equality Duty considered / Impact 
Assessment completed

Yes. No disproportionate impact in terms 
of protected characteristics is anticipated. 

Wards Affected Moss Bay, Workington

The contribution this decision would 
make to the Council’s priorities

Strengthening our economy:

 Encouraging business growth 
through the provision of high 
quality business workspace

Is this a Key Decision Yes

Portfolio Holder Cllr. Mark Fryer



Lead Officer Joe Broomfield 

Report Implications

Community Safety Y Financial Y
Legal Y Partnership Y
Social Inclusion N Asset Management Y
Equality Duty Y Health and Safety Y
Employment (internal) Y Employment 

(external to the Council)
Y

Background Papers

Executive Report considered by Executive on the 24 January 2018 

1.0 Introduction

1.1 On the 24 January 2018 Members of the Executive approved the acceptance 
of a £1.5 million European Regional Development Fund (ERDF) grant to 
develop 23,500 sq. feet, (2,183 sq. metres) of industrial workspace at 
Reedlands Business Park, Clay Flats in Workington. Members also approved 
the £1 million match funding requirement to be met from prudential borrowing.  

1.2 Following receipt of the final grant agreement clarification has been sought on 
a number of points relating to the terms and conditions of the award. This 
report updates Executive on the financial Implications of these clarifications 
and in particular on the operation of the clawback provision which could result 
in the repayment of part of the funding in the event that the authority makes 
excess profit from the project.

2.0 Content (to include alternative options considered)

2.1 The Executive Report considered on the 24 January stated “there is expected 
to be a positive impact on the Council’s Revenue Budget resulting from 
additional income to be generated from the scheme”. Whilst significant rental 
income is forecast to be generated from the scheme, it must be made clear 
that the £1.5 million of ERDF funding for the project has been secured under 
the ‘Local Infrastructure’ State Aid Scheme. The scheme is approved by the 
European Commission under Article 56 of the General block Exemptions 
Regulation (GBER). Article 56 is designed to allow the public sector to 
intervene and operate facilities where there is market failure, as an economic 
development activity rather than a commercial one. Over a 15 year period 
following completion of the scheme there is the potential for clawback of the 
ERDF funding if the Council generates a net profit from the operation of the 
facility, taking into account the capital build, operating and other legitimate 



costs over this period. Over the 15 year period, the scheme should be 
cost-neutral to the Council.

 
2.2 Despite this funding implication, the project is expected to bring significant 

benefits for the Council and local area. All operating costs (including the £1 
million of prudential borrowing and Officer time dedicated to the project) can 
be taken into consideration when calculating net profit over the 15 year 
period. The funding agreement states that this can happen from ‘the date the 
infrastructure is completed and available for use’. Allerdale Borough Council 
will gain an asset in the form of the 10 new units and the construction of the 
business park will have significant economic development benefits for the 
local area. Local businesses will benefit from the increased availability of high-
quality managed workspace, allowing them space to grow their operations.

2.3 An alternative option is not to proceed with the scheme. This would result in 
the £1.5 million grant offer not being taken-up and local businesses not 
benefitting from the availability of the new workspace units.  

3.0 Services Delivered as Locally as Possible

3.1 All procurements associated with this project will meet ERDF requirements. 

4.0 Finance/Resource Implications

4.1 The scheme has been designed and costed up to RIBA Stage 3. A detailed 
fee proposal has been received for the next stages of the project that will take 
it through to completion (RIBA stages 4-7). 

4.2 Pick Everard (Perfect Circle) will act as project managers reporting to the 
Council lead Officer. The current financial commitment is £2.5 million of which 
£1.5 million (60%) is an ERDF grant and £1 million (40%) is Council match-
funding.

4.3 The match-funding has been approved as part of the Revised 2017/18 Budget 
and will be financed from borrowing.

4.4 The Council will need to cash-manage the project as ERDF funding can only 
be claimed after expenditure has occurred resulting in a time-lag receiving 
grant payments. This will be managed through the existing treasury 
management function within the Financial Services team.

 
4.5 The Financial Services team will oversee the financial running of the project to 

ensure that ERDF grant requirements are adhered to and are accurately 
recorded for audit purposes.

4.6 The Council will be required to provide a certified statement completed by an 
external auditor confirming the operating profit of the business park on an 
annual basis starting one year after the facility is available for use.    

5.0 Legal Implications and Risks



5.1 Should the Council decide to proceed with the project a change request will 
be submitted to MHCLG, requesting that the spend profile within the funding 
agreement is brought into line with the latest project programme. There is a 
risk that if this is not accepted by MHCLG, the grant offer may be reduced. 
The scale of any potential reduction is not clear-cut and would be decided on 
a project specific basis.  

5.2 There is a risk that rental income from the business park will not be as high as 
forecast. If rental income is not sufficient to offset operating costs (including 
the match-funding borrowing requirement) then this will have a negative 
impact on the Council’s revenue budget

6.0 Recommendations

6.1 The Executive is recommended to approve:

1. The acceptance of the £1.5m offer of ERDF grant funding and associated 
match-funding requirement to enable the project to proceed.

2. The submission of a change request to the Ministry of Housing Communities 
and Local Government (MHCLG) to amend the profiled project spend and 
associated funding draw-down to bring this in line with the latest project 
programme.

Kevin Kerrigan
Head of Place Development


