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1.0 INTRODUCTION

1.1 The Red Lion Quarter is a new multi-use development within the town centre of 
Spalding, Lincolnshire. The project was initiated in 2002 with the building completed 
in 2011. The building offers a mix of business / leisure use including, office / retail 
units, meeting rooms, event space, a fine dining restaurant and facilities for a college 
of further education (www.redlionquarter.co.uk).

1.2 Following a number of issues requiring financial intervention from South Holland 
District Council, a Task Group of the Performance Monitoring Panel was formed to 
undertake a review and to make recommendations for improvements as a result of 
lessons learnt. 

1.3 This report summarises the scope and process undertaken by the task group and
details the recommendations resulting from the review.

2.0 BACKGROUND

2.1 As long ago as December 2002, the Cabinet considered a report from the Chief 
Executive on the concept of a Food Heritage Centre in Spalding, which had been 
identified through the Market Towns Project.  The vision was to improve the viability 
and vitality of Spalding town centre, and encouraging a proportion of visitors to 
Springfields to visit the town centre. 

2.2 A Feasibility Study was subsequently commissioned, the outcome of which was 
reported to Cabinet in September 2003.  The Cabinet agreed to put money into the 
capital programme and officers were requested to work with the East Midlands 
Development Agency (EMDA) over funding.

2.3 Subsequent revisions were made to the Business Plan, funding for the project was 
secured, the land was purchased and building works were ultimately commenced in 
late 2009 following the granting of planning permission.  

2.4 In February 2009 the Cabinet had considered the options for managing the building 
and decided that this would be through a Community Interest Company (CIC).  In 
June 2009 the CIC was incorporated.  For the purpose of incorporation a sole 
Director was appointed but more permanent Directors were subsequently appointed 
in July 2010 and subsequent to that.

2.5 The building was completed in February 2011 and handed over by the contractor.  
The premises were opened on 5 April 2011.

2.6 At the time the building was opened the Red Lion Quarter (RLQ) was operated by the 
CIC which managed the building, food court and retail and office tenancies.  Boston 
College, as an occupier, was providing educational facilities and operating the Sage 
Restaurant.  The CIC was directly operating the food hall.

2.7 Within a very short time of opening the CIC was experiencing financial problems and 
was seeking financial assistance from South Holland District Council.  This 
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culminated in a report to Cabinet on 11 October 2011 which in turn resulted in 
recommendations to full Council on 19 October 2011.  The Council decided:

(a) To fund:
 company liabilities of £45,957;
 council liabilities of £40,250;
 an operating budget of £5,390 per month until completion of procurement.

(b) To fund a contingency budget up to £50k to cover any unforeseen or 
unquantifiable liabilities;

(c) That the food court be closed temporarily; and

(d) That the provision of a Steering Group be supported in order to achieve a new 
management vehicle through the procurement process.

2.8 The situation resulted in a considerable amount of adverse publicity from the Spalding 
and District Area Chamber of Commerce and from the public through the local press.  

2.9 A special meeting of the Performance Monitoring Panel was held immediately 
following the meeting of Council on 19 October 2011.  The Performance Monitoring 
Panel agreed to establish a Task Group to undertake this review.

3.0 SCOPE OF THE REVIEW

3.1 The purpose of the review and terms of reference of the Task Group were "To review 
the set up, management and operation of the Red Lion Quarter and make 
recommendations, if necessary, to Cabinet.

3.2 The Task Group's terms of reference were "To undertake a review of the Red Lion 
Quarter, with particular reference to:

 The original business case
 The set up, management and operation of the Community Interest Company
 Governance procedures
 Performance management of the business.

3.3 The future of the building is not within the remit of the Task Group and is being dealt 
with elsewhere.

4.0 MEMBERSHIP OF TASK GROUP

4.1 The membership of the Task Group was:

Councillor B Alcock (Chairman) 
Councillor A Casson
Councillor A M Newton  
Councillor R Perkins  
Councillor M D Seymour
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Councillor D Wilkinson

4.2 The Lead Officer was Jim Scarsbrook and officer support was provided by the 
Member Services Team.

5.0 METHOD OF REVIEW

5.1 The review has been undertaken by way of:

 Interviews
 Questionnaires
 Inspection of relevant documents

5.2 Interviews

5.2.1 The following were interviewed:

Name Position

Mark Stinson CIC Company Secretary  
Jacqui Berridge CIC Assistant Secretary  
Mark Stanton Economic Development Manager 

(SHDC)
Councillor Howard Johnson Portfolio Holder for Economic 

Development (SHDC) and CIC Director 
(appointed by Lincolnshire County 
Council)

Councillor Paul Przyszlak Portfolio Holder for Finance (SHDC) and 
CIC Director (appointed by South Holland 
District Council)
Mr Peter Cropley CIC Director (appointed by Boston 
College)
Mr Kevin Pallister CIC Director (External appointment)
Mark Stokes Deputy Chief Executive (SHDC)
Terry Huggins Chief Executive (SHDC)
Janet Hemmant CIC Director (appointed by Boston 

College)
Bruce Wakeling Former Economic Development Manager
Jayne Shale Economic Development Assistant
Nigel Burch Economic Development Officer 
Richard Baggaley Former Economic Development (Capital 

Projects) Officer and former CIC General 
Manager (Note: not interviewed in 
respect of CIC operations).

5.2.2 The original list of interviewees was extended as the review progressed because of:

 Conflicting evidence received
 The need to research deeper than originally anticipated because of the number of 

issues
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 The lack of clear documentary evidence

5.3 Questionnaires

5.3.1 The following former officers, having moved away from the area, were invited to 
respond to questions in writing:

Name Position

Andrew Petcher Former Corporate Director (SHDC) 
Sue Bolter Former Head of Economic and Community Development 

(SHDC) (Note: not responded)

5.4 Research

5.4.1 Extensive research was undertaken, including the following:

 Reports and decisions submitted to Cabinet, Committees and the Council.
 Financial information
 Records relating to the Project Board
 Red Lion Quarter CIC Board minutes
 Appropriate files
 Feasibility studies and business plans 

5.4.2 There were significant staff changes in early 2011 at senior management level which 
did hamper the review.

6.0 SUMMARY OF FINDINGS

6.1 Positive Findings

6.1.1 As has already been mentioned, the development has resulted in a considerable 
amount of adverse publicity and criticism from the public and from the Spalding and 
District Area Chamber of Commerce. Much of this is considered to be justified and 
the Council’s reputation has consequently been damaged.

6.1.2 Notwithstanding this adverse publicity and damage to the Council’s reputation, the 
Task Group is keen to point out that there are a number of positives resulting from the 
project, particularly:

 The project has regenerated a run down part of central Spalding.
 The Council has a modern quality building as an asset.
 There has been an inward investment of several million pounds into South 

Holland.
 An increase in Further Education and Training has been created in a first class 

facility.
 Needed serviced office space has been made available.
 Top quality meeting rooms for local & regional business are available.
 It has created the potential to create businesses and jobs. 
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 There is also a potential to establish a food centre to celebrate local & regional 
food. 

 Three ‘shops’ offer the opportunity for food orientated businesses to work in 
conjunction with the food centre.

 An opportunity exists for Boston College and the food centre to work with each 
other for each parties benefit.

 Potentially increased the choice available to South Holland shoppers.
 Increased the opportunity for tourism to the Town Centre
 It has created additional good quality restaurant facilities.

6.2 Other Findings

6.2.1 During the review a number of key issues emerged which the Task Group considered 
contributed to the initial failure of the project which has resulted in the temporary 
closure of the food hall. The key issues are summarised below.  Many of the issues 
are interrelated:

 Feasibility study and business plans
 SHDC management/staff
 Project Board
 Project Management & Risks
 Design and construction
 CIC Board/Directors 
 CIC Employees
 Finance
 Leases – Community Interest Company & Boston College
 Governance
 Boston College
 Letting of commercial units
 Marketing

7.0 RECOMMENDATIONS

7.1 Feasibility Study and Business Plans

The initial feasibility study conducted on behalf of SHDC by Promar International in 
association with Peakhill Associates was completed in April 2003. The concept was for a 
Food Craft and Heritage Centre (F&CHC) of around 15,000 sq ft ground floor plan, designed 
as a street and 2 storey premises. The cost was estimated to be in the region of £3.5m. This 
increased before the project was completed and the building design also changed 
considerably in the intervening years.

Key aims identified in the Feasibility Study were:

- town centre regeneration
- assistance to locally based small-medium agri food producers
- boosting the attractiveness of the region to visitors
- promoting and providing locally produced food to local 

customers.
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Other potential businesses were also envisaged, such as:

- Tourist Information Centre
- Restaurant facility
- Local craft stalls.

Subsequent business plans were prepared at various stages over the next few years, the 
first in June 2004 by FMC who also prepared a later one in February 2008. Subsequent 
plans were essentially updates of this 2008 Business Plan.

The Feasibility Study and 2004 and 2008 Business Plans were prepared by external 
consultants, the feasibility study in part being prepared for the purpose of attracting external 
funding from the East Midlands Development Agency (EMDA).

The Task Group recommends that:

 The Council should adopt a policy requiring any business plans, feasibility 
studies or like documents, together with subsequent revisions, to be 
independently stress tested and this should be built into the project management 
system, ensuring that responsibilities are clear. 

 Overview and Scrutiny should be encouraged to review feasibility studies and 
business plans for significant projects. 

 Both of the above recommendations should be implemented both at the early
stages of any major project as well as prior to the letting of any contract.

7.2 South Holland District Council Management and Staff

From the beginning the project sat with the Economic Development team. The Task Group 
believe there was poor communication between the Project Management Board and the 
council’s senior management. In view of the value of the project, the amount of external 
funding secured towards it and its high profile, the Task Group would have expected a 
greater involvement in and monitoring of the project from the senior management of the 
Council. The Task Group were surprised, for example, that the Project Management Board 
did not put regular information on progress with the project to Council’s Management Team.

The Task Group recommends that:

 The roles of senior management and of the Corporate Management Team should 
be clarified and processes introduced and documented to ensure clarity of 
responsibility.

 The clarified roles of senior management should also ensure that there is a 
process for information to flow both up and down with appropriate checks within 
the system.

 Management structures and processes should be adhered to.  Members should 
not encourage staff to do otherwise and should ensure that appropriate managers 
are kept informed.
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7.3 The Project Board

The Project Board for the ‘Red Lion Street Food Project’ was established in June 2007. Its 
remit was ‘to facilitate and co-ordinate the project, to ensure that the council achieved value 
for money in implementing the project.’ The Task Group considered this was not sufficiently 
defined or broad enough.

The composition of the Project Board was quite comprehensive and included the relevant 
Manager (Head of Economic and Community Development) who chaired the meetings and 
the Portfolio Holder for Economic Development and the Portfolio Holder for Capital Projects. 
The complete composition was:

- Manager – Economic & Community Development (SHDC)
- Economic Projects Officer – Capital Projects (SHDC)
- Portfolio Holder for Economic Development (Councillor)
- Portfolio Holder for Capital Projects (Councillor)
- Economic Development Manager (SHDC)
- Environmental Health Practitioner (SHDC)
- Building Control Manger
- (SHDC)
- Planning Manager (SHDC)
- Legal Services Manager (SHDC)
- Senior Accountant (SHDC)
- Communications Manager (SHDC)
- Director of Corporate Services (Boston College)
- Programme Manager, Enterprise and Innovation (Lincolnshire 

Enterprise)
- Head of Economic Regeneration Policy (LCC)

Others (e.g. Architects and employer’s Agent) were invited to attend the Project Board 
meetings when appropriate. 

Notwithstanding the number of persons on the Project Board, it is far from clear as to what 
each individual’s role was, except for the Economic Development Officer – Capital projects 
and the Economic Development Manager. Their roles were clearly defined, but initially no-
one was formally assigned risk responsibility.

Capital Projects Manager:

- controls Programme management
- controls project operations plan
- maintains Project Board site on Shine
- liaises with major stakeholders
- manages Project Board meetings
- liaises with Legal, Procurement Lincolnshire, Finance and other 

service departments

Economic Development Manager:

- manages programme development
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- manages project operations plan
- reviews Project Board on Shine
- liaises with major stakeholders
- attends project board meetings
- reviews liaison with Legal, Procurement Lincolnshire, Finance 

and other service departments.

The minutes of the Project Board did generally allocate responsibility for actioning decisions.
The Project Board initially met on a monthly basis. However, at its meeting of 13 October 
2009, the Managers (Chair of the Board) recommended that ‘because the Project Board was 
set up to oversee the build and get the project out of the ground, and as the project was 
entering the construction phase, the Board need only meet quarterly.’ This was agreed by 
the Project Board.

The Task Group’s investigation has revealed that from October 2009 through 2010 was a 
critical period for the project, and the Task Group feel this reduced frequency of meetings 
may have been introduced prematurely.

From the minutes of the Project Board there were regularly a number of apologies 
submitted, Most significantly though, a representative of the Finance team attended only 1 of 
8 meetings between May 2009 and September 2010. The lack of professional finance 
advice to the Board is of concern to the Task group in view of the value of the project and 
issues involved (e.g. VAT). Absence of the full Board may have been a result of lack of 
clarity of roles and responsibilities and it appears the Project Board as a whole was not clear 
on the need to take collective responsibility for the Project.

Despite this, the Task Group felt that the Project Board did play an important role in delivery 
of the building.

The Task Group recommends that: `

 That all project boards and similar groups should be made clear of their terms of 
reference, reporting procedures and expected outcomes.

 The terms of reference of project boards and similar groups should be carefully 
considered at the time they are established

 Individuals appointed to Project Boards and similar groups should, unless 
otherwise advised, be individually and collective responsible for the project and 
should be expected to attend meetings on a regular basis.

 Upon the formation of project boards and similar groups a Director or appropriate 
Manager should ensure that all members are clear on their roles and 
responsibilities.

7.4 Project Management and Risks

Project management appears to have been essentially through the Project Board, There 
was no evidence that a recognised project management system such as Prince 2 was used. 
An internal audit report dated June 2008 into economic development was considered by the 
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Governance and Audit committee in September 2008. The report identified issues with the 
project management approach to the Red Lion Project and concluded:

- the Project Initiation Document was quite basic and supporting 
documents where available were not comprehensive

- the Communications Plan covered public relations rather than 
reporting arrangements to manage the project

- risks were identified but a Risk Log had not been produced to 
actively monitor and manage risks and recode new ones as they 
arose

- Management should introduce a more robust approach to project 
management to ensure outcomes could be achieved within the 
specific budget

- SHDC guidance, documentation and software for project 
management should be fully utilised.

The Task Group has been advised that these matters were all addressed following the Audit
report. The minutes of the Project Board meeting of 3rd July 2008 state that the Council’s 
Project management paperwork was now being used and regularly submitted to the Project 
Board meetings.

As project management was essentially through the Project Board, the weaknesses 
identified within the Project Board in the previous section had a knock-on impact on project
management:

- lack of clarity of roles
- infrequency of meetings from September 2009

As identified by the Internal Audit investigation in June 2008, project risks had been 
identified but a Risk Log had not been produced to actively monitor and manage risks and 
record new ones as they arose.

Presumably in response to the findings of the Internal Audit investigation, the Project Board 
was advised at its meeting in July 2008 that one of the roles of the Economic Development 
Officer – Capital Projects was to keep a risk and issues log up to date. This, it is understood, 
was subsequently regularly submitted to the Project Board meetings.

Although the Risk and Issues log was quite extensive, certain important risks were omitted. 
For example, the March 2010 log failed to identify any of the following which were known at 
the time and were to have a key impact on the project:

- VAT issues
- State aid issue
- Failure to let retail and office units before building opened
- Failure to agree service charges
- Failure to have leases in place

These issues had still not been resolved when the building was handed over to the Red Lion 
Quarter CIC in early 2011. This alone places the CIC in a very difficult and unfair position 
from the outset.
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The Task Group recommends:

 Corporate Management Team must ensure that a review of project management 
is undertaken to address the issues highlighted and that reviews are regularly 
undertaken thereafter to ensure that they remain effective.

 Robust project management must be introduced for any new social enterprise 
companies that may be established by the Council.

 On establishing any new project board the project management tools and 
processes to be used should be defined.

7.5 Design and Construction

The land for the development was purchased in 2006. The Transfer imposed a restrictive
covenant on the land which provided that for a 10 year period from the purchase, the
purchaser would not:

‘use the property or any part thereof or permit or suffer the same to be used or 
occupied for any purpose other than as  Food heritage Centre selling and promoting 
the produce  of the region together with any appropriate ancillary activities and/or a 
facility that promotes and attracts visitors to Spalding and the district PROVIDED 
THAT the use of not more than one third of the total floor areas (not on the ground 
floor) for educational purposes and/or as managed office space shall not be deemed 
to be a breach of this proviso (the Permitted use).’

The Spalding and District Area Chamber of Commerce have commented that ‘there have
been serious concerns raised about the design of the building, e.g. the ‘retail units’ being at
the back. The accommodation schedule was a developing element since the original
Feasibility Study and Business Plan. The accommodation proposals changed between the
February 2008 Business Plan and the July 2010 Business Plan, which was based on the
planning application.

Much of this work was either done at Project Board meetings or overseen by the Project
Board which had a good representation of relevant officers, including planning, building
control and environmental services and by the Project manager.

Because the site was in a conservation area, the planning issues were not straightforward
and involved the architect, English Heritage, the Civic Society, the Conservation Officer, 
Planning officers and even the local M.P. Considerable debate was held on whether or not 
to keep the cottages that existed on the site. The Project board favoured demolition. The 
final layout and design was a compromise to satisfy the differing opinions, the user’s 
requirements and the physical site constraints. Time was a pressure on reaching an 
acceptable solution.

The minutes of the Project Board in June 2009 recorded that the food hall and restaurant
would be drivers to get people into the building with the main entrance being in Red Lion 
Street, however, the needs of the retail operations appear to have been subordinated.

Planning permission was granted by the Development Control Committee on 7 October
2009. There is no evidence of any representations in respect of the internal layout but these 
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would not have been material planning considerations.

The Task Group recommend that the Council:

 Ensure design, layout and planning issues are resolved well before projects are 
committed to start. 

 Where appropriate local expertise relating to a project should be consulted.

7.6 Community Interest Company Directors and Board of Directors

The Task Group has not considered whether or not a CIC was the most appropriate 
management vehicle. A separate task Group is looking into that. However, the Task Group 
does feel that there are lessons to be learned on how such companies should be 
established.

When the CIC was first incorporated in June 2009 there was one Director, the Head of 
Economic and Community Development. This was not intended to be a permanent 
appointment and in June 2010 the Corporate Director reported to Cabinet on the structure of 
the CIC, dealing with shareholdings, director appointments and shareholder agreements. 
The report stated that ‘The Board of Directors will be responsible for the operational 
management of the Company. As the company must be self-sufficient and remain solvent, it 
is very important that a number of appointees have suitable business and commercial 
experience.’

Cabinet agreed in June 2010 that the Board should comprise not more than 7 directors:

- SHDC 1
- LCC  1
- Boston College  2
- External   3

The external directors were to have suitable experience. However, what represented
suitable experience was not defined.  The Memorandum and Articles of Association of the 
CIC are clear and provide that the functions of the Directors are

- to manage the Company’s busies and
- to exercise the powers of the Company for any purpose

connected with the company’s business.

There is evidence within the minutes of the Project Board in September 2009 that it was 
proving difficult to attract suitable external directors. This resulted in the first meeting of the 
Board of Directors being delayed.

The first meeting of the Board of Directors was held on 25 February 2010, at which time the 
Head of Economic and Community Development was the sole director.

The Portfolio Holder for Finance was nominated at the Council’s appointed Director by 
Cabinet in June 2010. At the meeting of the Directors of the CIC on 19 July 2010 the 
directors nominated by SHDC (1), LCC (1) and Boston College (2) were appointed. Two 
external directors were appointed by the Board on 29 July 2010 and the third in March 2011.
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The first meeting of the CIC Board of Directors at which the partner and external directors
were in attendance was therefore held on 1 December 2010, approximately 4 months before 
the building opened. In the minutes of the Project Board is it recorded that ‘the Board needs
to be in place after Easter’ 2009 and the Gantt Chart plotted the appointment of directors for 
May 2009.

Between August 2010 and the opening of the Red Lion Quarter in 2011, the CIC Board meet 
on 4 occasions on:

1 December 2010
24 January 2011
14 February 2011
28 March 2011.

At both the December 2010 and January 2011 meetings concern was expressed by the 
Directors over the way profit/loss for the food court was being presented.

The Task Group recommends:

If the Council should in future establish a company of a similar nature it should:

 Ensure that there is clarity over the roles and responsibilities of directors before 
recruitment and they are made aware of them.

 Recruit directors in a timely manner to ensure the full Board takes responsibility 
for the operations of the company.

 Provide training and guidance to the directors on their roles and responsibilities 
and on the company’s Articles of Association before the company is operational.

 Ensure the reporting procedures are clearly defined before the company is 
operational.

 Ensure that the constitution of the company also addresses the above issues.

7.7 Community Interest Company Employees

There was clearly a need for the CIC to appoint staff to operate the Red Lion Quarter. In 
respect of the General Manager, the Business Plan prepared in February 2008 (and 
subsequent updates) said that ‘recruiting the right person’ for the role of General Manager is 
absolutely critical to the Red Lion Street Food Court.’

The Business Plan then went onto list various competencies which the person would need to 
demonstrate. It was also said that it was vital that the General Manager was in post 9 
months before the opening date and that this implied starting the recruitment at least 12 
months before the opening date.

In May 2010 the Economic Development Manager submitted a report to SHDC’s Corporate
Management team advising that the post of Economic Development (Capital Projects)
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Officer was on a 4 year fixed term contract which expired in May 2011. It was suggested that 
the role of the CIC Centre Manager (General Manager) be undertaken by this post holder for 
a period of 12 months from August 2010 but continue to work for SHDC for 2 days a month.
The Corporate Management Team supported the proposal which was subsequently reported 
to the CIC Board on 29 July 20910 (10 days after the first meeting of the Board of Directors).

The competencies required of the General Manager were set out in the Business Plan as 
were their key tasks before and immediately after the opening of the building to the public.
Authority to appoint all other staff was delegated to the General Manager in accordance with 
the submitted details and with the constraints of the approved budget. In addition to the 
General Manager, between January and April 2011 a total of 16 staff members were 
appointed in a variety of roles when the premises opened.

In addition to directly appointed staff there were also a number of supply contracts let in 
respect of cleaning, security, phones, refuse, photocopiers etc. These had significant cost 
implications at a time when there was little income.

The Task Group recommend:

 In future, at the time that a project is proposed to be handed over to another body 
to manage there should be a full assessment of outstanding issues/position 
statement to enable the receiving company to quickly assess the situation and 
decide whether to accept it. It should be clearly established how outstanding 
matters are to be resolved, by whom and within what time frame.

 The process for recruiting staff, including management, should in future be robust 
and timely and built into project plans.

 Careful consideration should be given to the appointment of permanent staff 
through a company, including consideration of the tax and moral aspects.

7.8 Finance

It has been said that, despite the problems, the Red Lion Quarter is a welcomed asset to the 
town and an overall success which has been achieved with relatively very little financial input 
for SHDC in view of the external funding which has been attracted, principally from EMDA,
LCC and Boston College. The Task Group does not disagree that the building is an asset to 
the town and will be for many years to come. The return of further education facilities to the 
town is also extremely welcome.

As has already been said, the Task Group has not found it easy to interrogate the financial
records.  The financial management system for the build contract is very basic with little
subdivision of cost codes.  Nevertheless, it has been possible to extract the following
information of contributions made by South Holland District Council:

Year Purpose Authorisation Amount (£)

2002 Contribution towards 
Feasibility Study

Cabinet - 03/12/2002 3,000.00

2003 Contribution towards land 
acquisition plus contingency

Cabinet - 09/09/2003 200,000.00
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2007 Contribution towards the 
development of the project

Cabinet - 13/11/2007 500,000.00

2010 Contribution towards 
refurbishment of Red Lion 
Street

Cabinet - 12/10/2010 80,000.00

2011 Money for advertising 
campaign

Pfh for Rural Strategy -
January 2011

30,000.00

2011 Advertising 10,000.00

2011 Contribution towards 
apprenticeship at Red Lion 
Quarter

Pfh for Sustainable 
Communities - March 2011

5,084.82

2011 Development Overspend Cabinet - 14 June 2011 93,000.00

2011 Company Liabilities Council - 19/10/2011 45,957.00

2011 Company Liabilities Council - 19/10/2011 40,250.00

1,007,291.82

For the sake of completeness, Appendix 2 provides the source of the Council’s funding and
information on the relevant percentage respectively funded by the Council and externally.

The above figures show that South Holland District Council funded the project by an amount
in excess of £1,000,000.  This however does not represent the entire funding by the Council
as there are other costs, including:

 Legal fees paid to Legal Services Lincolnshire from the corporate Legal Fees 
budget:
o 2009/10 – value unknown
o 2010/11 - £49,275.64;

 Staff salaries (value not known);

 Operating budget of £5,390 per month until completion of the procurement 
(authorised by Council on 19 October 2011);

 Contingency budget of £50,000 to cover unforeseen and unquantifiable liabilities 
(approved by Council on 19 October 2011);

 £120,000 loan given to Red Lion Quarter, albeit that this is intended to be paid 
back through income generated although there is no evidence to support how this 
will be achieved; 

 Bridge funding of Boston College’s £2,000,000 capital contribution.

The total project cost is also difficult to ascertain with any degree of certainty and different 
figures have been quoted. Evidence suggests that the capital spend, including land 
acquisition costs, was in excess of £7.5 million.
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One area of additional expenditure related to a party wall dispute which resulted in payment
of compensation. Total costs for this amounted to in excess of £30,000 which was absorbed

within the project budget but no doubt contributed to the overspend.

An amount of £120,000 had been allocated for working capital for the Company from the 
EMDA grant. However, prior to opening for trading £78,000 of this was spent on 
administrative expenses, £25,000 on fixed assets and £7,000 on costs of sales. In addition 
£25,000 of stock had been acquired. In effect the Company had run out of money before it 
opened. This information is from the draft Company accounts.

At the same time a full staffing establishment had been appointed from day one of the
opening and too many contracts for services were entered into for a fledgling business (e.g.
cleaning, security, etc).  This was previously referred to in the section on CIC Employees.

No account appears to have been taken of the fact that there was no income being
generated from the commercial units when appointing staff and entering into the external
contracts for services.  Funds available to the Company were therefore inadequate to
survive through a period of few lettings and very low retail operations.

The Task Group recommend:

 That the future spending of Section 106 money should be considered as equally 
important as any other fund; 

 That an internal audit should be undertaken on the effectiveness of the financial 
management system for monitoring project spend against budget and how 
managers were using the system.

 In consultation with Compass Point Business Services systems must be created 
prior to expenditure on a similar project to ensure that not only headline expenses 
are able to easily be interrogated, at any time, but also sub headings.

 All future CIC or similar projects are adequately financially resourced.

7.9 Leases – Community Interest Company and Boston College 

The Business Case for the project has long assumed that the freehold of the building, once 
constructed, would be owned by the Council but be leased to and managed by the CIC. For 
this purpose the CIC would be granted a lease of the whole building at a nil (or nominal) 
value. The Food Heritage Centre company was incorporated on 22 June 2009. Initially the 
company was wholly owned by the Council with a sole director (the Head of Economic and 
Community Development). The CIC’s share capital comprised 100 fully paid £1 shares. The 
CIC’s role was to manage the building, let managed office space, operate a food hall and 
maintain/manage the exterior and common parts of the building.

The Business Case further anticipated that Boston College’s capital contribution to the cost 
of the project would be £2m, one of the key objectives of the project being the provision of a 
further education training facility and training restaurant. The project was therefore premised 
on the grant of a long lease (125 years) by the CIC to Boston College of part of the building 
for these purposes at a peppercorn rent.
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It was never intended that SHDC would retain a controlling interest in the CIC. Each funding 
partner had therefore been consulted on the possibility of becoming a shareholder in the 
company, the outcome of which that the equity in the company would was to be divided 
between 3 parties:

SHDC                 34%
LCC                    33%
Boston College 33%.

The above leasing and shareholder proposals were intended until the middle of 2010 when a 
number of matters caused a rethink of the proposals. The issues related to:

- state aid
- stamp duty land tax
- VAT, and
- Restrictive covenants imposed on the land.

The significance of the existence of a restrictive covenant on the land was underestimated 
and had a major impact preventing the granting of leases. Following receipt of external
advice, the proposed leasing arrangements were revised so that:

- the part of the ground floor to be used as a restaurant and 
training kitchen be leased to Boston College at a peppercorn rent 
for 125 years at a time to be determined by the Economic 
Development Manager.

- the part of the first floor to be used as training space be leased 
separately to Boston College at a peppercorn rent for 125 years, 
at a time to be determined by the Economic Development 
Manager. And

- all of the remaining parts of the Red Lion Quarter be leased to 
the Red Lion Quarter CIC at nil or nominal value for 125 years, at 
a time to be determined by the Economic Development Manager.

These proposed changes were not reported to and approved by Cabinet until 7 December 
2010, just 3 months before the proposed opening of the building. The result was that:

- the official opening was postponed from 2 March 2011 to 5 April 
2011

- the CIC did not have a lease but was formally let into occupation 
of the building to enable it to open, which was subsequently 
achieved on 5 April 2011

- Boston College did not have a lease but was formally let into 
occupation

- as Boston College’s contribution towards the cost of the 
development was tied up in the completion of the lease, this was 
not paid.

The Task Group recommends that:
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 Unless there are compelling overriding circumstances occupation of any property 
should not be given unless the appropriate lease or sale has been completed.

 In future, any consideration to allow occupation of the premises prior to the
completion of lease formalities should be accompanied with a documented risk 
analysis. Clear responsibilities for action should be documented together with a 
time line for achieving the agreed results. 

 All such matters must be resolved before handing over to a CIC or similar 
organisation.

7.10 Governance

The Council is responsible for ensuring that there is a sound system of governance which
facilitates the effective exercise of the councils’ functions and which included arrangements
for management of risk. It has a duty to prepare and Annual Governance Statement for
publication with its published final accounts. This helps to ensure that the business is
conducted in accordance with the law and proper standards, that public money is
safeguarded and properly accounted for, used economically, efficiently and effectively.

The draft 2010/11 Annual Governance Statement was considered by the Governance and
Audit committee on 16 June 2011 and the final Statement on 27 September 2011. This
report advised that ‘management have regularly reviewed governance arrangements
throughout the year, including risk management arrangements, service manager internal
control assurance statement as well as finance and performance reports.’ It also drew on the
work of the auditors.

The Annual Governance Statement concluded that ‘our governance arrangements are both
‘satisfactory and effective’. 

The Task Group recommends that: 

 That Corporate Manager Team review the Council's governance arrangements 
and make recommendations how potential issues can be highlighted in future, 
including bringing issues to the attention of:

o The Performance Monitoring Panel 
o The Policy Development Panel 
o The Governance & Audit Committee 
o The Corporate Management Team 
o The Chief Executive  
o The Monitoring Officer 
o The Section 151 Officer

 Overview and Scrutiny should examine future projects including business plans 
and feasibility studies at an early stage as well as following receipt of subsequent 
versions and when amendments are made.

7.11 Boston College
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Interest from Boston College was first registered in November 2004, with the possibility of 
leasing the top floor of any building as an Outreach Training Centre for the College. There 
was also an interest in taking one of the retail units on the ground floor to provide students 
on food oriented courses with experience in the reality of business/customer relationships. 
The Project Board, which was established in June 2007, included a representative of Boston
College.

In November 2007 it was reported to Cabinet that the project included a higher/further
education provision delivering catering and business qualifications, fulfilling a local 
requirement to improve skills in the District. A restaurant and demonstration areas was 
incorporated into the proposals ‘which could, in turn, link with a higher education/further 
education provider to deliver food, catering and business qualification.’ At this stage the 
Learning and Skills Council was identified as a potential funder of £1.5m.

The February 2008 Business Plan listed as an objective:

‘to work with a higher education/further education provide to deliver food catering and 
business qualifications, in order to increased skill levels in the district and sub region.’

Funding of the project was finalised in June 2009 with confirmation from Boston College that
their contribution was available subject to agreement of Heads of Terms for the lease to 
include:

- a 125 year sub-lease from the CIC at a rental of £1 per annum
- retaining exclusivity in terms of educational and learning 

provision within the building
- requiring pre-emption rights to purchase the freehold interest in 

the building within the lease period (i.e. should the council wish to 
sell).

The agreed Heads of Terms for Boston College’s lease contained a formula that would 
result in approximately 33% of the shares in the company being transferred to the college. 
Boston College were to appoint 2 of the 7 Directors to the CIC, 1 as a funding partner and 1 
in its capacity as a tenant.

After seeking tax advice from KPMG it became apparent that the proposed leasing 
arrangements placed the Council at serious risk of VAT exposure. To address this it was 
proposed that the council granted leases:

- to Boston College of that part of the ground floor to be used as a 
restaurant and training kitchen.

- to Boston College of that part of the first floor to be used as 
training space, and

- to the Red Lion Quarter CIC of the remaining parts of the 
building.

Although the VAT issue was resolved, albeit at a late stage, there were 4 other issues which 
were still unresolved at the time of the opening of the building to the public on 5 April 2011:

- state aid
- leas
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- restrictive covenant on the land
- service charge

The outcome was that, in the desire to open on time an avoid a further postponement and 
possible loss of EMDA funding, Boston College were allowed occupation of the parts of the 
building for the restaurant and training kitchen on the ground floor and the training space on 
the first floor without completion of the formal leases.

The Task Group recommends:

 A satisfactory risk assessment process be introduced to ensure the Council is 
made aware of the consequences of potential risks before it is too late to avoid the 
consequences.

 The responsibility for ensuring this is carried out in all circumstances be clearly 
identified and recorded.

7.12 Letting of Commercial Units

The February 2008 Business Plan prepared by FMC allowed for the allocation of space to 
users in addition to the Food Hall and further education accommodation: 

Ground floor
- retail/production units for let (3-6 units) 300sqm
- exhibition and common areas  350sqm

First floor
- common areas , including reception area for College and 

managed workspace 200sqm

Second floor
- managed workspace up to 30 units average size 18.6sqm – 558 

sqm
- lettable meeting rooms 92sqm
- common areas 100sqm
- refreshment area 11sqm

the final scheme which gained planning permission in November 2009 had the following:

- managed workspace (14 units) 388.5 sqm
- common areas 1383.6 sqm
- retail units (up to 3) 107sqm
- exhibition area
- meeting rooms 159.1sqm

The Business Plan was updated on several occasions in June 2009, February 2010, July
2010, August 2010 and November 2010. the June 2009 update was clear that it was 
essential that all retail units were tenanted and operational when the centre opened for 
business and that there was a credible offering from a range in the food hall. The February 
2010, July 2010 and August 2010 Business Plans all required that:
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‘All retail/production units be let upon opening of the centre; this is to:

- ensure the centre has a strong draw to drive footfall in the initial 
periods and establish a regular customer base

- contribute in the initial years to organisational overheads whilst 
managed workspace lets and other revenues grow.’

The 19 November 2010 Business Plan made no reference to this requirement. However, it 
did say that it was ‘anticipated that service charges and rental parameters will be determined 
to ensure that active marketing will take place from the commencement of December 2010.’

As previously stated, the key tasks for the general manager included:

- to ensure, from day 1, 3 retail units are let and the tenants are 
open for business

- to ensure that, from day 1, at least 12 of the nurtured office units
are let (representing at least 60% of the lettable space).

The building was due to open on 5 April 2011 and the meeting of the CIC Board of Directors 
on 28 March 2011 was advised that:

- service charges and rentals for the offices had now been 
calculated

- the sub-leases (i.e. offices and retail units) were now being 
actively marketed by employees of SHDC, although they would 
be subject to the head lease from the Council to the CIC being 
completed

- 3 firm expressions of interest and 5 significant expressions of 
interest had been received in respect of the offices, and

- No tenants were likely to be in occupation on the opening day.

The Task Group recommends:

 The Council should in future critically examine the structure of any company that it 
proposes to establish to ensure that the management is both effective and 
efficient and adequate support is provided.

 Should issues remain to be resolved, when handing responsibility over to a 
company, that the Council ensures that the company is adequately resourced and 
funded to finalise outstanding matters, agree a time line and monitor progress.

7.13 Marketing

During the course of the project there was expenditure for marketing a large amount of 
which was paid to Boston College. In June 2011, the Portfolio Holder for Rural Strategy 
approved the sum of £30,000 from the Springfield’s S106 marketing fund ‘for a major 
advertising campaign across surrounding counties’. This to be used on the basis that both 
the Red Lion Quarter and Springfields provided an additional £10,000 each.
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At a meeting of the CIC Board on 14 February 2011, a Director asked how marketing of the 
food hall was to be handled and was advised that local marketing could be handled in-house 
quite cheaply, with the joint Springfields television advertising providing additional coverage. 
At the subsequent meeting on 28 March 2011, just 1 week before the opening, it was 
reported to the Board that:

- Springfields – a leaflet had been produced in association with 
Springfields and contact made with various organisations
including parish councils, the Spalding Gentlemen’s society and 
the Water taxi who would assist in distributing the leaflet. The 
filming of the TV advertisement had been completed the previous
week.

- Flower Parade – the civic luncheon would be held in the 
restaurant

- Farmers market – negotiations were currently underway to move 
the Farmers Market to Red Lion Street

- Town Banners – banners had been erected in the market place
advertising the Red Lion Quarter

- Select Lincolnshire conference – this was to be held on
Wednesday 30 March 2011 at the red lion Quarter and would be 
attended by several small and medium sized businesses. The 
Sage Restaurant would be providing food for the event which 
would provide and opportunity to network wit the businesses 
attending.

- The website, operated by 04RB would be launched on 31 March 
2011.

The Task Group recommends:
 In similar circumstances SHDC must ensure that a satisfactory and credible 

marketing plan is in place. Such proposals should be subject to scrutiny.

8.0 SPALDING AND DISTRICT AREA CHAMBER OF COMMERCE

8.1 As previously mentioned in the report, the Spalding and District Area Chamber of 
Commerce have raised concerns about certain aspects of the scheme. During the 
review a number of specific questions were received from the Chamber. Those 
questions and the Task Group’s responses are attached at Appendix 1A and 
Appendix 1B respectively.

9.0 FINANCIAL IMPLICATIONS OF RECOMMENDATIONS

9.1 There are no specific financial implications arising out of the recommendations 
contained within this report. There will be some staffing implications in implementing 
some of the recommendations but the Task Group considers that these can be 
undertaken within existing staffing resources.
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Appendix 1A

Questions for Red Lion Quarter Independent Internal Enquiry
From Spalding & District Area Chamber of Commerce 7th November 2011

1. What business case/research was completed before the development was commenced?

2. We were told at the Cabinet meeting that the business plan was created and reviewed by 
“outside professionals”, and that SHDC “did not sign it off”, i.e. it was completely entrusted 
to these “professionals”.  Who is ultimately responsible for the failures in the business 
plan?

3. Similarly, there have been serious concerns raised about the design of the building, e.g. 
the “retail units” being at the back of the entrance foyer (and largely out of site) and the 
frontage not lending itself to retail.  Who is to be held responsible for these design issues 
and how do they justify the final design?

4. Were realistic budgets on trading profit produced prior to the commencement of trading?  
Was a realistic cash-flow forecast drawn up, and if so, what went wrong once trading 
commenced (it seems there was insufficient budget/cash available for marketing and even 
buy sufficient stock for the food court)?

5. How were the Board Members selected of the CIC?  How many of them had current 
commercial and/or retail experience?

6. How was the CIC allowed to become insolvent before SHDC were aware and it was clear 
that action (i.e. the “bail out”) was required?

7. Was advice sought from local estate agents on the requirements and rental values of the 
serviced offices prior to the building?  If the advice was obtained, why was it not taken?

8. Was advice sought from local estate agents on the requirements, rental values and 
position of the retail shops prior to building?  If the advice was obtained, why was it not 
taken?

9. Why was the development not conditional on the availability of additional car parking in the 
immediate area?

10. Were the opinions of senior community business leaders sought prior to the design and 
build?

11. What truth is there to the statement made by a senior Council employee during the first 
week of opening, when concern was expressed as to the financial viability of the shops 
and offices - there is a fall-back position that Boston College will take the space?
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Appendix 1B

Replies to questions from Spalding & District Area Chamber of Commerce 
of 7th November 2011

1. Both Feasibility Studies and Business Plans were commissioned by the Council over the 
whole period of the project from 2002 to 2011. The initial Feasibility Study was dated 
April 2003 with Business Plans being prepared in June 2004 and June 2008.There were 
subsequent revisions to the 2008 Business Plan in June 2009 and in February, July, 
August and November 2010. The revisions were done internally.

2. Business plans were created by outside professionals but were considered by officers, 
reported to cabinet, the project team as well as being available to Portfolio Holders. 
Latterly the responsibility was with the Board and General Manger of the CIC. No 
individual is responsible for the failures of the various business plans but there is a 
collective responsibility within the parts of the organisation mentioned above as well as 
across the whole management structure.

3. The final design and layout of the building was a compromise. Time pressures to get 
planning permission to commence building, the potential users requirements, site shape 
and size constraints, architectural input, the fact that the development is within a 
conservation area, the input of English Heritage, the domestic nature of Red Lion Street, 
being adjacent to a listed building, the involvement of the Member of Parliament, the 
professional planners’ opinions and the opinions of Members of the Planning Committee 
all contributed to a compromise as a final design. All involved bear some responsibility 
but it would have been infinitely better had a planning application been developed at a 
much earlier stage. However other factors like certainty of funding may well have made 
that difficult.

4. Budgets, cash flow and profit and loss accounts were produced as the project evolved 
and up to opening. Trading failed to reach the projected level and income was not 
achieved from letting the office space. The projected level of cash flow was not achieved 
from day one resulting in the company exhausting what little funds remained available to 
it. In reality the Company had run out of working capital before it started trading in April 
2011.    

5. As sole shareholder the Council considered the appointment of directors at a meeting of 
the Cabinet on 15 June 2010 and agreed that the number of Board members should be 
limited to 7, appointed as follows:

 2 - Boston College (one as a funder and one as a tenant)
 1 - South Holland District Council (as a funder)
 1 - Lincolnshire County Council (as a funder)
 3 - External appointments with suitable experience

The four nominations from Boston College (2), SHDC and LCC were appointed to the 
CIC Board at a meeting of the Board of Directors on 19 July 2010. Following the making 
of some enquiries a further two were appointed by the Board of the CIC at a meeting held 
on 29 July 2010 making six in total. Further enquiries and invites were made but it was 
not until 28 March 2011 that the CIC Board was able to make the third external 
appointment.

Directors had a range of experiences but none appear to have had direct retail 
experience. 
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6. The CIC was intended to be a stand alone company being self financing and self 
governing. There was a failure within the management of the Company to have sufficient 
information available to appreciate the speed with which the situation deteriorated. In the 
event the Company had insufficient working capital to fund itself through a period when it 
failed to achieve the requirements of the business plan with no contingency plans or a 
plan B.

7. Advice was taken but other factors prevented space within the building being let, 
although there was interest to take tenancies prior to opening. In particular, issues with a 
restrictive covenant attached to the land, the head lease and service charges had not 
been resolved and prevented prospective tenants from signing up.

8. Some advice was taken together with some market research by officers although the 
position was not regarded as being a detriment as it was considered that the operation 
would have a sufficient wow factor to be a draw in itself.

9. There is no easy answer to why. However those involved did not see it as a pre 
condition. Attempts were made to increase the number of parking spaces in the centre of 
Spalding but were frustrated by other unforeseen constraints. There appeared to be a 
general feeling within those involved that there are sufficient spaces within easy reach of 
the site.

10. The short answer is not as far as we can ascertain in any formal sense. 

11. Boston College may or may not have future requirements for additional space but at this 
time they had not expressed interest to be the operator for the building.   
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Appendix 2

SOUTH HOLLAND DISTRICT COUNCIL 
FUNDING OF RED LION QUARTER

% OF TOTAL FUNDED BY 
SHDC

PURPOSE AUTHORISATION AMOUNT (£) FUNDING SOURCE TOTAL (£) SHDC %

Contribution towards 
Feasibility Study

Cabinet - 03/12/2002 3,000 General Fund 41,000 7.3%

Land acquisition costs Cabinet - 09/09/2003 200,000 S106 - Intergen Economic Development 
Fund

675,000) 29.6%

Development of Project Cabinet - 13/11/2007 500,000 S106 Intergen Economic Development 
Fund

5,585,000 8.95%

Refurbishment of Red 
Lion Street

Cabinet - 12/10/2010 80,000 General Fund
S106 - Springfields

120,000 66.67%

Advertising Campaign Pfh for Rural Strategy -
January 2011

30,000 S106 - Springfields Marketing Fund 50,000 60%

Apprenticeship at Red 
Lion Quarter

Pfh for Sustainable 
Communities - March 
2011

5,084.82 S106 - Spalding Energy Expansion Fund ? ?

Company and Council 
Liabilities

Council - 19/10/2011 96,207 General Fund 96,207 100%

Contract Overspend Cabinet - 14/06/2011 93,000 Crease Drove Underspend - £57,000 + 
S106 Funds

93,000 100%


