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2 Executive Summary 
 

The decision to address the office 

accommodation requirements for SLDC 

staff is one that has been considered for a 

number of years.  It is recognised that the 

last major works to South Lakeland House 

(SLH) were nearly 30 years ago, following 

the development of the 3 storey office 

building behind the Kendal Town Hall 

(KTH).  This, and the linking annex areas 

are now past the point where doing 

nothing in terms of investment is not an 

option.  

During 2016 – 2018, consideration was 

given by SLDC to an option of relocating 

from SLH, and joining with Cumbria 

County Council in a proposed new 

development at the rear of County Hall, 

Kendal.  This option was fully worked up, 

with design layouts and budget proposals 

from contractors.  However, the cost of 

occupation was deemed to be 

considerably greater than an option to 

remain at SLH.   

This Outline Business Case (OBC) has 

been prepared to investigate in more detail 

the option to remain in SLH and gain 

greater utilisation from KTH.  The 2017 

feasibility suggested that the most cost 

efficient model was to remain and invest in 

SLH & KTH, this OBC has prepared 

detailed layout models and space plans, 

with budgets for all works, including 

furniture and equipment. For this, 

Architects and Interior Design 

professionals were appointed.  

Running in parallel to the need for SLDC 

to address its accommodation, has been 

the transformation programme running 

council wide, and referred to as ‘Customer 

Connect’.  This programme is expected to 

change the way the staff of SLDC engage 

with residents and customers for the 

services provided.  It is expected to result 

in a move towards multi-skilled staff 

working in agile ways.  The transformation 

is planned to reduce the requirement for 

workstations to an estimate of 135.  These 

stations will be used in flexible ways, doing 

away with desk ownership and moving to 

a desk sharing ratio of 10 persons for 7 

workstations.     

The resulting space savings has enabled 

the OBC to accommodate third party 

occupiers within areas released on the 

Ground and Second Floors of SLH.  The 

OBC has also undertaken a review of the 

current commercial office market within 

Kendal and the surrounding areas.  It has 

also, importantly, looked at the trends 

nationally and regionally in the office 

market, and has identified that the rapidly 

expanding move towards Co-working 

space (as demonstrated by the global 

expansion in space providers such as 

WeWork and Work.Life), applies to the 

demand in South Lakeland, as is does in 

the Cities of the Northern Power House 

(NPH) region.    

The report, has considered recent 

developments and lettings around the 

area, which reflect the state of the local 

office market and gives some historical 

evidence around the type of space 

demanded and the rental parameters.  

The financial business model has been 
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presented in a discounted cash flow 

format, with a Net Present Value (NPV) 

being used to support the decision making 

process.   

The investment in SLH and KTH has been 

costed and a budget estimate of c £4.9m + 

VAT has been assessed as being needed 

to deliver the required project.  Within this 

budget, c £1.5m is allocated towards work 

in KTH.  Whilst this building has the 

capacity to absorb much greater sums of 

investment capital, it is considered that 

this sum will enable the future use of KTH 

to be increased.  The new main reception 

for SLDC will be moved to KTH, and the 

point of customer contact for face to face 

meetings will take place in spaces within 

KTH that are to be adapted for the needs 

of the Customer Connect Programme.  

Other KTH investments will enable the 

building to be used by a greater range of 

groups in the future.  One such example is 

the changes to the Council Chamber; 

these will enable more flexibility in future 

uses by changing the fixed furniture to 

movable.  

The model applies just those costs that 

relate to the investment decision, and uses 

rental income that is at the lower end of 

the expected range, to avoid bias in the 

presentation of the OBC.   The model 

excludes any rental charge to SLDC.   

There is an assumption made that the 

Council maintains its current budgets for 

Repairs & Maintenance, Operating Costs 

and NNDR charges.  Only where there are 

savings of additional costs over these 

budgets are the changes included in the 

NPV at the incremental rate only.   

The financial business case indicates that: 

Over a 25 year period of occupation, the 

cost of the works are exceeded by the 

benefits, both financial and non-financial to 

the Council.  

 

The positive NPV for SLH is supported by 

having elements of SLDC needs 

incorporated within KTH (reception and 

meeting rooms).   

It is the recommendation of the report that: 

 The business case is supported 

through the appropriate decision 

making stages in the Council, and a 

budget allocated to progress with the 

investment commencing 2019.    

 Formal marketing of the space for 

occupiers and events organisers is 

given approval to commence following 

the decision to invest.  
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3 South Lakeland Context. 
 

South Lakeland District Council are 

currently undertaking a major programme 

of change and transformation, recognising 

the need to adopt different ways of 

working to engage with its many 

customers and residents.  This 

programme follows recognition of the 

advances in technology which are driving 

different patterns of behaviour and 

expectations concerning the service.   This 

report identifies the changes in the built 

environment that are required to support 

the response of SLDC and enable it to 

achieve its changes in service delivery 

routes.    

Underpinning the transformation will be 

the adoption of changes in technology, 

allowing both staff and customers the 

ability to engage in ways not currently 

possible.  These changes are expected to 

require and deliver a more flexible and 

multi-skilled workforce, one that embraces 

digital technology and has the ability to 

apply them in a flexible and agile manner.   

These new ways of working have been 

applied on businesses across the UK in 

both public and the private sector, where 

lessons learnt include the need to have a 

radical top down/bottom up transformation.  

To deliver the objectives, there has to be 

complete new ways of working and 

engagement with systems and processes 

applied across the business.  For SLDC 

and its built environment, this will be 

expected to change the requirements for 

office accommodation: 

 Appropriately sized and scaled – 

adopting government space utilisation 

and design standards 

 Flexible – able to adapt to future 

changes  

 Technology led – able to 

accommodate new technology drivers, 

data management and remote working  

 Support team / project working – 

removing old silo approach and fixed 

location working 

 Incorporate systems to enable self-

service – enabling focus of specialists 

staff on complex / vulnerable cases 

 Provide appropriate reception and 

meeting spaces – for customer face to 

face meetings, team working and 

events management 

As a result it is expected that the 

accommodation requirements will not just 

be reduced in terms of the number of 

workspaces, but the type of workspace will 

change, and the new accommodation will 

need to support the transformation from 

silo working to flexible team working, 

where boundaries between persons doing 

different tasks are removed, as multi-

skilled working predominates.  

The proposed works are not limited to 

South Lakeland House, but extend into 

Kendal Town Hall.  The Town Hall is a 

Grade 2 listed building which is currently 

used mainly for events and meeting based 

activities.  The building was originally used 

for both the administration of the former 

Kendal Municipal Council together with 

public assembly rooms.  Various 

extensions to the Town Hall have taken 

place over a number of years, with the 

most recent being the 1990s with the 
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construction of the three storey South 

Lakeland House.  The requirement for 

additional space followed the 

reorganisation post the Local Government 

Act of 1972.  Kendal Town Council 

retained a presence within Kendal Town 

Hall following the 1974 enactment of the 

1972 Act.   

The rear extensions to the Town Hall are 

connected to the Ground Floor of the 

Town Hall via a corridor route, which 

includes two changes of level.  However, 

on entering the extensions to the Town 

Hall, they do so at the first floor level, due 

to the slope of the ground from the Town 

Hall entrance at the corner of Lowther 

Street and Highgate towards the River 

Kent Valley some 150m beyond.  Over 

recent years the building has been costing 

SLDC considerable sums of money to 

operate and maintain which have only 

partly been recovered from the lettings for 

events and meetings (est £85kpa).    

4 Proposed Refurbishment 

4.1 Layout  Considerations 

The rationale for the refurbishment 

followed from the initial viability study 

prepared by the Lambert Smith Hampton 

during 2017.  The findings of this study 

indicated that there was scope to improve 

the space utilisation at both SLH and KTH, 

with subsequent opportunities to lease out 

vacated space to third party tenants, or 

increase the range of function rooms for 

events.  The proposed Customer Connect 

Programme will result in changes to the 

way the Council engages with its 

customers, with more activities being 

moved to self help and online channels.  

This will result in fewer officers being 

required, and those that are retained to 

operate in different ways from the existing 

work style.  Thus, workstations in the 

future will be flexible in terms of usage, 

with desk sharing ratios of 7:10 being 

adopted.  New teams will be multi-skilled 

and occupy areas with ‘grey’ boundaries, 

allowing flexing of space and increased 

desk utilisation. The other major change to 

the future layout of accommodation is the 

move towards an electronic means of 

records and data management, resulting 

in the reduction of physical storage 

requirements.  This resulted in space 

requirements being reduced to those 

recommended by the Government 

Property Unit at 8.00m2 per workstation.  

The outcome of the initial study 

determined that with appropriate design, it 

would be possible to accommodate the full 

SLDC requirements for workstations on 

the first floor of SLH, which would be more 

directly linked to the main KTH ground 

floor, which could be used for a new main 

reception and customer meeting space.  

Subsequent to that report, a more detailed 

design was commissioned and changes to 

the layouts of both KTH and SLH 

incorporated to improve and optimise 

uses.  One main change has been to 

locate an executive suite on the 2nd floor of 

SLH together with member services, thus 

improving the space options in KTH and 

giving more flexibility to office space on 1st 

floor of SLH.  
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4.2 Design Brief 

The following pages are extracts from 

the design brief with the appointed 

design team of KPP Architects and 

Bluesky 

 

.   
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5 Business Case  

5.1 Market Overview and National 

Trends 

LSH recently published a review of the Office 

Market within the Northern Power House 

region (NPH), and some of the salient points 

are included within the overview below. 

Kendal has seen a loss of large national 

corporate commercial occupiers in the past 

15years.  The local market is now dominated 

by Small and Medium –sized Enterprises 

(SMEs).  Whilst this is not necessarily typical 

of the NW or National Market, it is reflective 

of a trend in the growth of the sector.   

Historically overshadowed by the activities of 

larger corporates and multinationals, SMEs 

are now being recognised for their significant 

contribution to the growth of the UK 

economy.   

What are the reasons behind this evolution 

and are we creating the right physical 

environment in order for them to thrive?  

These are important considerations in the 

Kendal market, and any new office provision 

within the SLH scheme will need to take into 

account the factors that will support future 

growth in the sector for Kendal.  

5.1.1 THE IMPACT OF TECHNOLOGY 

Technology, more specifically the internet, is 

changing the way businesses operate. The 

advantage of being bigger in order to be 

more efficient and profitable is rapidly being 

eroded. Instead, technological 

advancements such as Cloud Computing 

have reduced overheads and lowered 

barriers to entry, spurring entrepreneurialism 

and leading an explosion of start-up’s.  

Automated business processes have also 

enabled larger organisations to become 

more streamlined, improving productivity 

while simultaneously reducing headcount  

With the number of businesses employing 

less than 50 individuals having risen by 25% 

since 2012, SMEs have become an integral 

part of the UK economy. This is a trend 

which shows no signs of slowing, as new 

technologies such as Artificial Intelligence, 

Big Data and the Internet of Things become 

increasingly commonplace in the modern 

business environment.  

5.1.2 THE NORTHERN POWERHOUSE 

EFFECT  

The North of England – where office market 

activity has historically been underpinned by 

back office moves from blue chip 

organisations owing to its comparatively 

lower operational costs – has one of the 

highest concentrations of SMEs of any UK 

region; over 1m in fact, with a combined 

annual revenue of £214.9bn in 2016. Fuelled 

by a clear commitment from the Government 

to supporting the organic growth of local 

businesses, including strong financial 

support in the form of the Northern 

Powerhouse Investment Fund, cities such as 

Manchester, Liverpool and Salford have 

become thriving hot-beds of SME activity.   
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With consistently above average take-up for 

smaller units, this trend has been clearly 

reflected in the occupier markets over the 

past few years. Furthermore, over the 12 

months to Q3 2017, the eight key markets of 

the Northern powerhouse have seen well 

over 1,000 deals of below 5,000 sq ft, 

making up 82% of transactions.    

This regional NPH trend is supported by the 

market evidence, provided later, for the 

Kendal Market, which whilst considerably 

smaller than those of the major cities in the 

NPH, is a key urban area within the 

Cumbrian context of the NPH.   

 

5.1.3 EVOLVING WORKSPACE 

REQUIREMENTS 

Historically, the majority of new supply that 

has come through the development pipeline 

has been aimed at larger ‘corporates’, ideally 

sole occupancy with large floor plates.  The 

challenge for landlords is to react to the 

evolving workspace requirements brought 

about by this change in business structure in 

order to capitalise on the growing level of 

demand.  To a certain extent, this has 

already begun. Long lease structures 

traditionally favoured by institutions are 

becoming less common, with the average 

lease length now between three and five 

years. The historic cynicism surrounding 

covenant strength is also lessening. Fuelled 

by the rise in popularity of Co-Working 

spaces from the likes of Work.Life and 

WeWork, the somewhat dated business 

model of the serviced office market is also 

undergoing a massive shake-up. 

 

5.1.4 SPACE TO GROW 

While serviced office and Co-Working space 

typically caters for between one and 10 

employees, what of the 43,465 businesses 

across the North of England that employ 

between 10 and 50 members of staff? Some 

forward-thinking landlords have begun to 

realise that they can maximise the use of 

second-hand space by targeting this growing 

cross-section of businesses.   This new 

concept of flexible workspace is typically 

provided in shell specification together with 

capped services and all inclusive rent and 

service charge deals, enabling tenants to 

occupy the space with maximum ease and 

minimal risk.  Bruntwood’s platform in Leeds 

is one such example. With a variety of 

evolved workspaces that can accommodate 

a mix of small, creative businesses, start-ups 

and SMEs, along with bigger, larger 

corporates, the 120,000 sq ft, 13-storey 

grade A office building provides the flexibility 

to grow within the building throughout the 

lifecycle of the business.  Elsewhere across 

the North, landlords are also responding to 

difficulties in attracting larger occupiers by 

repositioning existing buildings. Q11 Quorum 

Business Park in Newcastle was recently 
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sub-divided into smaller suites and is now 

almost fully let, with Q10 due to be carved up 

to accommodate smaller grade A 

requirements following its success. Urban 

Splash’s iconic Grade II Listed Park Hill 

scheme in Sheffield has also seen 

unprecedented levels of demand, with just 

4,425 sq ft remaining from of a total of 

30,000 sq ft. As such, enquiries are now 

being taken for Phase 2, which includes 

proposals for circa 27,000 sq ft of 

commercial space.  

5.1.5 SUPPORTING A THRIVING 

ECONOMY 

While businesses of a certain size will always 

require larger floorplates, SMEs are a critical 

component of the future success and 

vibrancy of the Northern Powerhouse 

economy and are likely to have a 

transformative effect on the UK’s commercial 

property market in the years ahead. 

Landlords therefore have a vital role to play 

in nurturing our thriving SME sector by 

providing high-quality, flexible office space 

which is capable of responding to the ever-

changing needs of modern businesses. 

5.1.6 Lessons for Kendal Market and 

SLH 

 SME Technology driven demand.  

Response – accommodation should 

allow very high levels of IT access – with 

easy connection to super fast broadband 

in any tenant offer.  

 Flexible floor areas with options for small 

areas including co-working.   Response - 

The floor plates of SLH can be divided 

into 3 areas at GF and FF, with 2 at SF, 

providing areas of circa 286m2.  These 

can be further subdivided, or adapted to 

open co-working areas.  

 Lease terms changing from long 

corporate leases to shorter 3-5 year 

leases on all inclusive terms. More 

flexible easy in and out for the smaller 

startup co-working areas.   Response: 

Create a range of lease options within 

the new areas that can incorporate the 

range of future occupiers of the surplus 

space.  Include the ability to flex up and 

down, or hire on need basis facilities 

such as board rooms etc.   

5.2 Kendal Market Overview:  

The Kendal Market has been slow to 

stagnant for a number of years, as reflected 

in the section below on historic deals.  Not all 

market deals are reported to EGi or CoStar, 

and as such the wider evidence of 

transactions is limited.  

However, we consider that there is demand 

for smaller co-working space as 

demonstrated by the following three 

developments:   

5.2.1 The Mintworks - Highgate Kendal 

 Ownership: SLDC 

 Accommodation: 10 number individual 

self contained office units, ranging in size 

from 9.1m2 to 70.7m2.   

 Offer: All-inclusive rents of £175.70/m2 

(£16.30psft).   

 Performance: The turnover of the units is 

approximately 1 unit pa, with a typical re-

letting period of 1 months.   

 Comment: Rents were set low to support 

SME and start up businesses.  With low 

turnover, there is perhaps a case for 

some stepped increase to reflect current 

market rates. 
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5.2.2 Billy’s Place - Staveley 

 Ownership: Private Investor developer 

 Accommodation:6000sqft of mixed size 

units (self contained and co-working) 

within conversion of former Public House 

and Barn in the center of Staveley.  

10mins drive to Kendal.    

 Offer: Available for sale from £140kper 

suite and letting from £760pmth per suite, 

giving asking rent of c £20psft.  

 Performance: The total space was fully 

occupied within the first year following 

completion of the refurbishment works.   

 Comment: Mainly occupied by small tech 

related businesses, demonstrating an 

underlying demand for good 

accommodation with easy access to the 

desired work/life balance offered within 

the LDNP area.  

5.2.3 Prizet, Kendal (A591) 

 Ownership: Private Investor/developer 

 Accommodation: New build, grade A, 

with onsite car parking. 6,200 sqft total.  

7 suites, ranging from 300sqft to 

2,200sqft.  

 Offer: Deals are understood to reflect 

short terms to first break option, with 

rents achieved being typical for good 

Grade A accommodation in Kendal.   

 Performance: 100% occupied within 

c12months of completion. Average letting 

area 885sft. 

 Comment: Out of town with easy access 

to South Lakeland and Kendal.  

These support our view that whilst Kendal 

has not seen large office developments or 

transactions over the past 5 years, there is a 

positive market for more flexible deals of 

smaller floor areas.  See Historic Deals. 

Kendal and the surrounding area has a 

steady demand for accommodation from the 

SME sector, where requirements are for 

easy in/out terms with leases that provided 

for termination within a 3-5 years period.  

The recent transactions indicates that rents 

for smaller units of good quality can be 

expected to achieve £18 - £20psft. 

5.2.4 Analysis of Historic Deals 

 

As reported in 2017, the market in Kendal 

has been dominated over the past 5-10 

years with smaller lettings, with the average 

Grade A floor area being just over 2000sqft, 

and Grade B at 974sft.  The average rents 

have remained low, over this period, with 

typical rents achieved of £11psft for grade A 

and £10.50 for Grade B.   

Deals that were reported to be in 

consideration during 2017 included a 

proposed letting of K Village to North West 

Electricity, with asking headline rents of 

£15psft.  However, this failed to complete 

and revised plans are in place of a 

Travelodge and further apartments.  

Slightly out of town, Pixel House on the A6 

road towards Shap, has over 3,243sqft of 

refurbished period accommodation over 4 

floors, this is fully let in multiple small units, 

Deals

Total m2 Average m2

Average Rent 

£pm2

Grade A 2,486 191 £118.82

Grade B 1,629 91 £113.06

Total ft2 Average ft2

Average Rent 

£ft2

Grade A 26,752 2,058 £11.04

Grade B 17,539 974 £10.50
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recently completed rents have achieved 

£15.33psft.  

5.2.5 Current Supply 

There is in excess of 3500m2  of 

accommodation currently on the market in 

the Kendal area, most of the this is grade B, 

and in poor condition or awaiting 

improvement, by the Landlord following an 

agreement to lease.  Key properties by area 

include:  

 

The average area available is 135m2.,with 

units ranging from less than 10m2 to 508m2.  

Asking rents for refurbished period 

accommodation in the town centre, such as 

Stramongate House are circa £18.50psft for 

units of 125sqft, whilst Highgate House is 

offering units up to 237sqft for £20.25 

inclusive with a 25% discount on yr1 if part of 

a 3 year lease. Typical service charges are 

approximately £5psft, giving rents circa 

£15psft.  Slightly less central to the town, 

Kentgate Place on Beezon Road has been 

letting refurbished accommodation of around 

950sqft for £8.97psft exclusive.  

South Lakeland House has a number of 

advantages over each of the office spaces 

on the list shown, and in a refurbished model 

with shared access to services and flexible 

terms the offer is expected to be more 

attractive to incoming occupiers.  It is 

therefore proposed that for third party 

occupiers of SLH a minimum rental of 

£15psft and £5psft Service Charge Cap be 

applied.  With the trend towards all inclusive 

deals we recommend that £20psft - £25psft 

be sought, on 3-5 year lease agreements.  

For co-working, the pricing structure will 

need to be set that recovers this typical 

charge, based on the hourly / daily / monthly  

terms offered.   The objective being to get a 

mix of occupier types and aim for full 

occupation at the earliest opportunity.  This 

would include a number of ‘perks’ in terms of 

services made available in the ‘common’ 

areas.  These often extend to coffee / drinks 

stations.   

5.2.6 Space Availability in SLH.  

The following areas are proposed in the 

refurbished accommodation.   

 

This indicates that within a refurbished SLH, 

there is expected to be c 1998m2 of lettable 

space, of which SLDC will occupy the whole 

first floor and part of the second floor, leaving 

c 870m2 of space for third party lettings.   

5.2.7 Potential Commercial Tenants 

Future occupiers of space are expected to 

comprise the following groups:  

 Public Bodies:  The initial study into SLH 

included a comparative review of the 

Main office accommodation on the market in Kendal

Address Area m2

Station House, Station Road 325            

Sand Aire House 248            

1st Floor Aynam Mills 370            

Unit 16 Shap Road Industrial Estate 252            

Unit 16 Mealbank Industrial Estate 508            

2nd Floor, 1 Wainwrights Yard 414            

Mardix House, Westmorland Business Park 709            

Total 2,826        

Input Data Occupier

Floor 

Areas 

M2

South Lakeland House - Ground Floor Suite 1-8 SME 188

South Lakeland House - Ground Floor Suite 2 CoWorker 125

South Lakeland House - Ground Floor Suite 3 CoWorker 190

South Lakeland House - First Floor Suite 4 SLDC 310

South Lakeland House - First Floor Suite 5 SLDC 346

South Lakeland House - First Floor Suite 6 SLDC 230

South Lakeland House - Second Floor Suite 7 CCG 367

South Lakeland House - Second Floor Suite 8 SLDC 242
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option to relocate the Council to a 

redeveloped County Hall, and share 

space with Cumbria County Council.  

Under the One Public Estate initiative, 

the co-location of public bodies is being 

encouraged.  Whilst the business case 

for a new development would not work 

for SLDC, there is scope to encourage 

other public bodies to share space in a 

refurbished SLH/KTH.  Informal 

conversations have taken place with a 

public sector organisation, who currently 

occupy and are holding over on 5,000sqft 

of accommodation in Kendal.  They are 

seeking to reduce their area of 

occupation and save on the current 

accommodation budget.  SLH would be a 

suitable location for their requirements 

with options for fixed work areas and 

flexible meeting/conference areas.  One 

key consideration would be to get an 

early date for relocation.  This occupier 

would be a back office activity and have 

no general public visitor function.  

 Public facing organisations: LSH have 

been approached by charities in search 

of affordable town centre office space 

accommodation Whilst these are valued 

services within South Lakeland, the type 

of accommodation being provided at SLH 

would not easily accommodate an 

occupier with large general public visitor 

numbers.  Further, the target rent / sqft 

for SLH is planned at a level that is well 

in excess of the current budget for these 

organisations.  Therefore, we would not 

be targeting this type of occupier for SLH.  

Conversations with this sector have taken 

place and there may be an opportunity to 

create facilities within the surplus Lowther 

Street building on completion of the main 

project.  

 SME Private Sector.  The main target 

occupier for the GF accommodation will 

be SMEs, including startup businesses 

that want to follow a co-working style of 

occupation, with the benefits of shared 

working environments and access to 

wider facilities.  We have discussed the 

need for accommodation with the 

University of Cumbria concerning the 

need of graduates and start up’s in the 

Tech and Creative sector.  Using the 

demand data collected for the market 

analysis suggests that there is strong 

demand for quality space with flexible 

terms, and the national trend confirms 

that Kendal should be capable of 

supporting greater growth in the SME 

sector.   

5.3 Events Lettings 

Within a refurbished KTH, there will be 

reworking of the spaces that are available to 

hire, from the current arrangement. This is 

brought about due to the relocation of the 

main reception for SLDC services to the 

entrance of KTH.   

The following schedule identifies the existing 

area and proposed new areas.  Refer to the 

layout plans for the naming of the new areas.   

 

Kendal Town Hall

Area m2

Proposed 

Use

Existing 

Use Area m2

Ground Floor

Recpetion 67 SLDC Core Hire 67

Highgate 28 Hire Office

Bindloss 77 SLDC Core Hire 77

Harrison 120 Hire Hire 120

Angel Room 34 Hire Members

Lowther Room 61 Hire Members

District Council Chamber 123 Hire Hire 123

First Floor

Georgian Room 67 Hire Hire 67

Meeting Room 15 Hire No

Kent Room 20 Hire Hire 20

Assembly Hall 247 Hire Hire 247

Second Floor

Multi Public Space 68 Hire No

Total Usable Areas 926 721
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There is expected to be an increase in areas 

which are made available for future hire 

purposes, from the current 721m2 to 926m2.  

This additional 205m2 of available space, is 

despite the use of the former TIC room for a 

new reception and Bindloss for meeting 

pods.  Member accommodation will be 

moved into the SLH accommodation.   

The additional new areas combined with the 

existing will provide a range of areas that can 

be hired for a variety of mixed uses.  In many 

ways, the new accommodation will give the 

management team a suite of spaces more 

akin to a conference / events venue than 

previously.    The income generation for the 

space is targeted to increase in line with the 

new investment.    

It should be noted, that whilst money is 

allocated to the refurbishment of KTH, the 

sums set aside are not to be seen as that 

necessary for a complete refurbishment.  

More than most buildings in SLDC portfolio, 

KTH is the one that has the capacity to 

absorb large sums of capital, and a balance 

has therefore been stuck at undertaking 

those elements that are required for the new 

ways of working, and those which are 

prudent to complete at this stage – such as 

electrical re-wiring, and those which will 

enhance the feel of the building, such as 

treatment of timber paneling, decoration and 

lighting.  
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6 Business Case Model 
 

6.1 Income 

6.1.1 South Lakeland House  

 

Rental Income: The income streams from 

SLH will take the form of rental income from 

the leases out. 

The market appraisal has resulted in an 

assessment of current rental charges for 

accommodation of the nature proposed to be 

in the region of £15-£20psft plus a service 

charge that may need to be capped at 

around £5psft.  To avoid bias in the 

appraisal, the rental data included in the 

following appraisal is based on £16psft at GF 

and £15 at 2F, with a discounted rate of 

£12psft for startup SMEs.   

We have assumed a progressive increase in 

letting and occupation of the co-working 

areas, based at 50% in year 1, 75% in year 2 

and 95% in year 3 onwards.   Likewise the 

2F area we have assumed a rent free period 

for an incoming tenant and subsequent 

periods on 5 year renewals.   

Rates Recharge:  The current rates charge 

on SLH are fully payable by SLDC.  In the 

new model, there will be rates recharges to 

occupiers.  How the hereditaments will be 

structured in the future is the subject of future 

discussion and negotiation.  SLDC may be 

able to recover all third party rates liabilities.  

The business case is presented such that 

SLDC maintains its current budget line for 

NNDR, and the income schedule from 

occupiers other than SLDC provides an 

income stream against occupied areas only.  

The net effect will be to reduce the SLDC 

charges to c£49kpa, and provide income of 

c£54kpa.  SLDC will be liable for rates 

across the whole estate and carry the risk on 

this item.  The NPV therefore only shows 

Rates Savings from occupiers and SLDC will 

need to maintain the current budget for 

NNDR charges.  

6.1.2 KTH Events Income 

Current average income from the hire of 

events rooms is in the region of £85kpa.  

This is not set at a level to cover the 

operational cost of maintaining or serving the 

building, but rather towards an affordable 

charge for resident groups and events 

organisers.  We are of the opinion that in a 

refurbished state the building will have 

appeal to a wider range of users, and the 

opportunity to increase revenue within the 

control of SLDC.  We have reviewed 

alternative venues within the Kendal area, 

and whilst there is clearly competition for 

smaller meetings areas, very few, if any are 

able to offer the range of facilities as those at 

KTH.  Improved spaces such as the Council 

Chamber will have appeal in the future for 

large events, due to the flexible seating and 

projection options.  It is therefore included in 

the areas at 85% available, with SLDC taking 

the residual 15% for its committee and 

Council functions.   

Again to avoid bias, we have taken a modest 

increase in charges from third party lettings, 

whilst including a full recharge on spaces 

used in the council’s own delivery of 

services.  These are summarised below:  
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6.2 Cost Savings on Future 

Maintenance and Capital 

Investments 

 

6.2.1 South Lakeland House:   

The accommodation at SLH has reached the 

end of its technical and economic life in 

many of the elements, and as such is in need 

of a major refurbishment. The Customer 

Connect programme, in some sense, simply 

provides additional justification for the 

investment.  This is not to say that all 

elements are in need of replacement, and we 

have retained in place within the programme 

of works, items such a boilers and air 

handling plant, which are considered to be in 

good serviceable condition.  These items are 

therefore not scheduled for replacement in 

the budget cost for the ‘project’ and will need 

to be retained in the future capital 

expenditure plan for future years, when these 

items will be due for replacement.  Thus, 

there are only limited savings or cost 

avoidance, recorded in the business case for 

SLH, capital works.  

6.2.2 Future capital works 

We have identified a total of £490k of major 

capital works that will need to take place at 

SLH and KTH after year 15 and these costs 

are not included in the NPV and will need to 

be included in future capital programmes as 

at present. These include items such as 

Boiler Replacements.  

6.2.3 Immediate Capital Avoidance 

Further at SLH and KTH, there are 

immediate items of capital investment, which 

are required now, and which cannot be 

delayed in the event of the project not 

proceeding.  These include:  

 SLH lift.  Cost £65,000 

 KTH lift.  Cost £45,000 

 SLH Atrium Cost £140,000 

 TOTAL: £250k 

These items have been included in the NPV 

cost avoidance.  

Medium Term  Capital Avoidance 

Across both sites, there are significant 

elements of work being undertaken in the 

proposed scheme that would otherwise have 

required a capital budget within years 2-14.  

These include items such as: 

 Electrical Rewiring  

 Replacement of Lighting 

 Replacement of raised floors 

 Replacement of suspended ceilings 

 Replacement of windows 

 Redecorations 

In total across both sites this is expected to 

exceed £500k during this time period. This is 

reflected in the NPV year 15 cost avoidance.  

6.2.4 Revenue Savings 

On the revenue side, there are expected to 

be improvements to the performance of 

certain elements of the building, such as 

windows, which will result in cost savings on 

energy.  However, with the uncertainty 

around fuel charges in the future, we have 

determined to put these savings at zero, 

although one might normally expect to 

m2 Rent £/m2 Total £

SLDC Occupied Rooms 144 £160.00 £23,072

Chamber 18 £160.00 £2,957

Total 163 £160.00 £26,029

Public Lettable Rooms 659 £141.47 £93,158

Chamber 105 £141.47 £14,815

Total 763 £141.47 £107,973

Previous Income Public areas £85,000

Increase in Income £22,973
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recover this type of investment within the 25 

year window of the NPV.   

Therefore, in the revenue account for SLH, 

the current Operational Charges of c £54kpa 

will need to remain.  

We have included a saving in R&M budget 

for the first 5 years of £30kpa, to reflect the 

expected reduction in requirements.  

However, thereafter, we recommend that a 

normal R&M budget is restored of c£50kpa 

 

6.2.5 Kendal Town Hall 

KTH, has previously been described in terms 

of its endless ability to consume 

maintenance and capital budgets.  However, 

unlike SLH, the need to refurbish could be 

delayed (as it has for many years past), and 

works undertaken as they rise up the 

essential H&S listing.  Therefore, from the 

c£1.6m allocated in the budget for KTH, we 

have taken a figure of £23,630pa for a period 

of 10 years. This might reasonably have 

been needed to be spent annually, and 

attributable to works that can be classified as 

‘Cost Avoidance’ and therefore a saving to 

the project.   

As with SLH, the boilers are in reasonable 

condition and are therefore retained and 

capital will need to be allocated in future 

years for their replacement as presently.  

6.3 Project Costs 

The proposed project has a cost of 

approximately £4.5m plus VAT, with c£1.6m 

for KTH and c£2.9m for SLH.   

 

These costs have been prepared on an 

elemental basis for each area within the two 

buildings.  They include costs associated 

with the planning, design, procurement, 

implementation and fit-out of the project.  

They do not include the associated costs 

relating to lost income during the works, 

storage and transportation/ moving during fit-

out and phased moves.  These costs are 

included in the NPV model with a budget 

against losses: 

 Events income for 1 full year:  £85k, 

however the impact of uncertainty 

around events may be greater than 1 

year, and therefore 18months of cost 

is included in the NPV.  

 Moving of teams in phased works. 

£25k 

6.3.1 PWLB 

It has been assumed that the full cost of the 

refurbishment works will be funded from 

capital borrowings made from the Public 

Works Loan Board, for a duration of 25 years 

at a rate of 3%.  All repayments will be made 

on an equal annual repayments of capital 

and falling interest payments, commencing in 

the first year of the loan.  The drawdown of 

the loan is based on the need over the 

15month project period.  

6.3.2 NPV approach 

The NPV has been applied as the standard 

approach to project appraisal and 

recommended by HMT Green Book.  

Kendal Town Hall - Ground Floor 1,039,783£      

Kendal Town Hall - First Floor 402,682£         

Kendal Town Hall - Second Floor 69,064£          £1,511,529

South Lakeland House - Ground Floor 1,746,152£      

South Lakeland House - First Floor 759,518£         

South Lakeland House - Second Floor 428,592£         £2,934,263

TOTAL (Ex.VAT) 4,445,792£      

VAT @ 20% 889,158.35£    

TOTAL (Inc.VAT) 5,334,950.13£ 

BUDGET COSTS FOR REFURBISHMENT AND REMODELLING PROJECT
PROPERTY: Kendal Town Hall and South Lakeland House

Item Work Description Cost (£)
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Throughout the 25 years, constant prices 

have been used, both for costs and revenue.  

We have applied a discount rate of 3% over 

the 25 year period, and have not included a 

residual value of the asset at the end of 

25years.   The rates applied have been 

adjusted to 3% to in both cases to balance 

the risk and borrowing rates.   

Note the NPV extends to year 27 to reflect 

the occupation of the asset for 25 years post 

commencement of the project.  

The justification of not including any end 

value is: 

 At the end of 25 years of occupation 

there are expected to be similar 

requirements for a major refresh of the 

building similar to the present.  Thus the 

costs relate purely to the benefits derived 

during the life of such benefits.  

 The residual value of SLH/KTH at year 

27 need not be included as there is no 

‘acquisition’ cost of the asset at the start, 

and all capital cost pertain to the 

refurbishments.  

The NPV has a 2 + 25 year period as this is 

estimated to be the period of time over which 

the refurbishments will last assuming a 

regular and properly funded maintenance 

regime.  

The income and expenditures included in the 

NPV are those that are a DIRECT 

consequence of the project only.  Thus, 

current and future R&M, Operating budgets, 

NNDR charges will need to be maintained 

within the Revenue Account of SLDC as 

presently.   The figures within the NPV where 

relating to revenue and capital budgets, are 

those that make an impact upon such 

budgets, both negative and positive, where 

only the incremental change is included.   

Thus, minor revenue savings are noted in the 

income stream for the first five years against 

R&M as discussed.  

The NPV model has no payments (nominal 

or otherwise) for the cost of occupation by 

SLDC.  

 

Overall the project returns a positive NPV, 

with significant positive contributions from the 

commercial spaces released for business 

occupation.  These positive returns support 

the costs of retaining and maintaining KTH 

as an asset of significant community benefit.  

 

 

With much of the external benefits for the 

SLH refurbishment being focused at the 

Economic Development opportunities and 

activities to support SMEs in the Kendal 

area, the CBR Fund payment is a strong use 

of this fund towards the residents and 

businesses of South Lakeland – via KTH, 

and the SLH SME hub  

Whilst the financial benefits are positive over 

the life of the project, this is far from the full 

story of the benefits to SLDC.  Other factors 

that must be considered also include:  

 Operational Efficiencies.  The Customer 

Connect programme will benefit greatly 

from a built environment that is fit for 

purpose – fit for the staff who are being 

required to work  in different ways from 
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the present, and fit for engaging with 

Customers who visit for services.   

 Staffing: Enables SLDC to attract and 

retain the highest caliber of staff needed 

to deliver the Customer Connect 

Programme over the coming years.  It is 

a proven factor in the decision making of 

persons being offered new contracts of 

employment, that an excellent work 

environment is high on the ‘tick list’ of 

desirable requirements.  Gone are the 

days of attracting bright young graduates 

with the promise of their own desk and a 

filing cabinet tucked in to the corner of a 

crowded office, to get the best now, the 

Council will need to compete with work 

environments in the private sector, and 

these are changing rapidly.  SLDC needs 

this project not just to keep up, but to 

avoid being unable to attract staff in the 

future.  

 Do Nothing: There is no do nothing 

option.  This has long since passed, with 

doing nothing for too many years, 

resulting in the work environment being 

poor in areas Therefore, this is not a 

comparison of Invest v Status Quo, this is 

a comparison with Invest in SLH/KTH or 

move.  The latter has been considered in 

detail with options to join CCC at County 

Hall.  There the cost was expected to 

reach £25psft plus service charges and 

SLDC would need to find the full budget.  

 Customer Experience: The KTH works 

are not to be dismissed in terms of the 

changes that it will make to the customer 

experience.  

 Increasing KTH utilisation:  It will also 

bring into use, a building that is a long 

term cost liability to SLDC, and using the 

space as part of the daily functions of the 

Council are demonstrated to be driving 

the cost savings in the business case. 

Without this use, the KTH would continue 

to be the expensive asset that generates 

too little income.  Users would become 

increasing disappointed in the 

appearance as R&M budgets fail to 

match the real investment requirements.   

This proposal will give benefits to events 

visitors alongside benefits to staff and 

customers.   

 Support to Local Economy: By retaining 

the SLH/KTH option, the Council are 

showing their confidence in the Kendal 

market for SME and commercial 

businesses.  Out of the 3,500m2 of 

accommodation currently on the market, 

very little is ready to move into, and 

quality is poor.  Where investors have 

been willing to invest, occupiers have 

been found quickly.  This investment will 

benefit the business community within 

Kendal and South Lakeland, and with the 

targeted marketing to Tech and Creative 

occupiers, it has the potential to drive this 

business sector in Cumbria and reduce 

the annual losses of skills and knowledge 

to Manchester and London.   

6.3.3 Payback 

The project repays the costs of the 

refurbishment within the 25yrs of post 

completion occupation However, the method 

of formatting the NPV does not take into 

account inflation or increases in rental 

incomes.   Thus, whilst the costs of the loan 

fall in real terms, of the life of the project, the 

increase in income is not shown as making 

its contribution to easing future payments.   

In real terms, the cost of the loan will remain 

static whilst the revenue generated will 

increase with RPI, thus reducing the impact 
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upon the revenue budget with each passing 

year.  Thus, the payback is expected to 

occur many years earlier than that which 

would be reflected in a static finance 

scenario.  

6.3.4 Bias 

We have considered bias throughout the 

above with reference to rental charges, and 

basing these on rents currently being 

achieved for similar spaces in the Kendal 

area.  Also, we have stepped the lettings, 

other than the second floor where an 

occupier is seeking early occupation.  

Construction costs have been reviewed and 

appropriate contingencies have been 

included.  Events income has been kept to 

moderate increases to avoid the charge of 

‘over pricing’ from the regular user groups.  
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7 Conclusions and 

Recommendation 

7.1 Conclusions  

In considering the merits of investing £4.9m 

in the future of SLH/KTH, the following 

factors have been strongly evident: 

7.1.1 Customer Connect 

 The project strongly supports the delivery 

of Customer Connect Transformation 

Programme. 

o The different ways staff will work, 

and engage with customers will 

benefit from changes to the 

workplace.   

o Consolidation on a single floor will 

help to change the culture away 

from a Silo approach to a broader 

‘team way’ of working. 

7.1.2 Staff Retention & Recruitment 

 The project is needed to attract and 

retain the right quality of staff in SLDC. 

o SLH has not had any significant 

investment in terms of internal 

fittings and facilities for many 

years, and is now at the end of 

the current life for a many 

elements.  

o A poor work environment will 

deter future candidates, and will 

lead to SLDC being unable to 

attract and retain the skills 

needed for the future.  

7.1.3 Improved Use of KTH 

 The project is needed to bring 

sustainable life into KTH and improve use 

of this asset. 

o KTH currently is considerably 

under-utilised, with many spaces 

having little or no occupation 

during the year.  

o SLDC day to day functions 

currently use SLH and only 

occasionally KTH. The investment 

in KTH will enable more 

operational activities to take place 

in KTH, releasing space in SLH 

for alternative income generation.  

o The additional space created 

within KTH following the 

investment will increase the range 

of events that can be 

accommodated, whilst helping to 

maintain and enhance the 

facilities.  

7.1.4 Commercial Support In Kendal 

Economy 

 The project is needed to serve the 

business community of today. 

o Currently Kendal is lacking in 

quality co-working facilities to 

support SMEs who are seeking 

this form of accommodation.  

There are various locations which 

offer limited ‘rooms’, and other 

locations where up to 500m2 

space is available, however, 

nothing on the market is currently 

suitable to meet this form of 

accommodation.  

o In part the need for the 

investment is to address current 

market failure, in a similar way 

that the Mintworks addressed 

failure in the past.  The 

investment community in Kendal 

is either unwilling to take market 

risk or unable.  The current rental 

returns make a full investment 
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business case difficult to support. 

SLH investment works for SLDC 

as the initial capital acquisition 

costs /development costs are 

sunk and only the refurbishment 

costs are being considered.   

 The project is needed to serve the 

business community of tomorrow 

o The future of the Kendal 

commercial economy is not 

expected to be one that competes 

with the major cities within the 

NPH region. However, it has 

many advantages in terms of 

offering a strong work / life 

balance, which is recognised by 

investors and the SME 

community.   

o Kendal needs to ensure that it has 

a continuous supply of 

appropriately sized 

accommodation to capture those 

businesses that are flexible on 

location, and are seeking to 

maximise the Work/life offer.   

7.1.5 Best Option 

 The project is needed as it offers the best 

cost option for future accommodation, 

being neutral to current SLDC budgets. 

o Since the do-nothing position is 

no longer an option for SLDC, the 

decision is now one that 

considers a relocation or remain 

and invest.  

o The relocation option was 

dismissed earlier in 2018, as the 

cost of joining CCC would result 

in a significant increase in real 

accommodation costs.  

o The decision over remaining then 

is to determine the extent of the 

investment.  The business case, 

demonstrates that by investing in 

the whole site; SLH (GF, 1F, 2F) 

and KTH, the expected income 

from third party occupiers will over 

the 25yr duration, result in SLDC 

getting its own accommodation 

improvements covered for a 

significantly reduced cost.   

o Any scheme that omits 

investment in areas outside of the 

immediate need of SLDC, will 

lose these additional benefits, 

whilst incurring most of the costs.  

o It would be virtually impossible to 

find occupiers for accommodation 

in SLH were the spaces to be left 

in their present state.  

7.1.6 Funding Opportunity  

 The project is needed now as the cost of 

public borrowing via PWLB is low and 

can be locked in for 25 yrs giving security 

over the cost of future occupation. 

  

7.2 Recommendations: 

 It is our strong recommendation that the 

project is supported by officers and 

Members and implemented within the 

coming financial year, and that occupiers 

can be lined up with confidence of a 

scheme that will benefit the whole of the 

South Lakeland residents, businesses 

and its own staff.  

 We recommend that once a decision is 

made to invest, then marketing of future 

space is commenced, including 

commercial areas in SLH and events in 

KTH.  


