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1. Purpose of Report 

 
1.1 The purpose of this report is to inform Cabinet of discussions that have been 

taking place between West Northamptonshire Council (the council), Network 
Rail and Blocwork over the construction of a new multi-storey car park (MSCP) 
and to seek approval for the key terms to allow the project to proceed.   

 
2. Executive Summary 

 
2.1 Since the new Northampton train station was opened in January 2015 there has 

been the intention to provide a MSCP due to the known undersupply of parking 
there. The development of the MSCP would free up land for the development of 
the wider site to provide a better gateway into the town while bringing forward 
brownfield development sites. 
 

2.2 Network Rail (NR), Blocwork (NR’s development partner), and the council have 
been working together to investigate the best mechanism to bring the MSCP 
forward. This would enable the wider site development which would support 
the continued economic growth and prosperity of the town and make significant 
enhancements to the overall environmental quality and pedestrian connectivity 
of the surrounding area. 
 

2.3 After investigating various models, an income strip arrangement has been 
recommended as the best route for this, with conditions negotiated through the 
due diligence that has been undertaken, acting to provide mitigations to the 
risks of the project. 

 
2.4 The council would enter a head lease on a 40-year term which will enable the 

construction works to be funded through a forward funding deal with a financial 
institution (such as Legal and General, M&G, Aviva, Canada Life). 

 
2.5 The development appraisal provided by Blocwork demonstrates that without 

the council’s covenant strength, the car park proposal will probably not come 
forward as it would fail to achieve a minimum level of commercial return, and 
therefore is unlikely to attract a commercial delivery partner. 

 
2.6 Reports on the historic and future demand for parking at Northampton station 

estimate that the parking demand will continue to outstrip supply unless 
additional car parking capacity is delivered. 

 
2.7 After soft market testing with potential funders there has been strong interest in 

the scheme with recent offers further improving the position to the council, 
should the project proceed.  



 
 

 
2.8 The business case and financial model show that in the base case the council 

could expect a net profit of £16.753m at the end of the 40-year term and, even 
when looking at a range of sensitivities to reflect potential changes to inflation 
and demand, the council continues to make a profit over the term in all but the 
most extreme of circumstances. 
 

2.9 A business case setting out full analysis of the terms is included as a private 
appendix A. 
 

2.10 Authority is sought to proceed with this project to commence the next stage of 
due diligence, which will be undertaken by council officers alongside our 
professional advisors, and to complete the arrangements, subject to these 
meeting or improving on the terms set out in the heads of terms.     

 
3. Recommendations 

 
3.1 Cabinet is asked to:  

 
a) Note the work to date undertaken to assess the proposal brought to the council 

from Network Rail and Blocwork. 
 
b) Approve “in principle” the key terms as set out in Appendix A for entering into an 

Agreement for Lease and subsequent Lease new MSCP at Northampton Railway 
Station. 

 
c) Delegate authority to the Cabinet Member for Economic Development, Town 

Centre Regeneration and Growth in consultation with the Chief Finance Officer, 
the Monitoring Officer and the Executive Director Place and Economy to take the 
final decision, take all necessary steps and complete the necessary 
documentation related to the new MSCP at Northampton Railway Station subject 
to (d) below  

 
d) Agree that the Council should only proceed with the proposed lease 

arrangements subject to gaining approval from the South East Midlands Local 
Enterprise Partnership (SEMLEP) and the Northampton Waterside Enterprise 
Zone (NWEZ) Board that the business rates from the proposed development can 
be retained for use on the project. 
 

4.       Reason for Recommendations  

 
a) The council has been approached by Network Rail and Blocwork with a proposal 

and that proposal needs to be considered. The proposal would help to achieve a 
number of key objectives including helping to meet an identified undersupply of 
car parking and providing a new income stream for the council. Meeting an 



 
 

undersupply of car parking at this site will support economic growth and the 
prosperity of the town and make significant enhancements to the overall 
environmental laity and pedestrian connectivity of the surrounding area. The 
recommendations enable the scheme to proceed, whilst there remain 
outstanding risks and interdependencies, without these approvals, the project 
could not continue at this stage.  
 

5. Report Background 

 
5.1 The Northampton Railway Station site is located close to Northampton town 

centre, bounded to the south and east by Black Lion Hill and St Andrew’s Road, 
The river Nene to the north and the railway line to the west. It is within an area 
identified for development of approximately 7.2 hectares. 
 

5.2 Plans were established as a part of the creation of the NWEZ in 2012 to 
redevelop the former station buildings, providing a new station building and 
associated MSCP together with new highways approach roads and the 
opportunity for significant additional commercial development. 
 

5.3 The new train station commenced construction in 2013 and was opened in 
January 2015. The new station is currently served by a decked car park with 800 
spaces. When the original masterplan for the site was developed there had been 
the intention to provide an MSCP due to the known undersupply, with estimates 
at the time placing the requirement between 1,250 and 1,550 car parking spaces 
that were required. As well as this, there has been plans to develop the wider 
site to provide a better gateway into the town while bringing forward brownfield 
development sites. 

 
5.4 Northampton Borough Council (NBC) previously considered a number of options 

of how to potentially fund the construction of a new MSCP in 2017, through 
prudential borrowing following dialogue with Network Rail (the landowner).  

5.5 In July 2017 NBC considered an outline business case which looked at the capital 
cost of delivering new MSCP over a 20- and 40-year period. However, NBC 
concluded at that point not to proceed, largely based on the financial 
proposition when comparing the level of net rent and the annual borrowing 
costs associated with the capital investment. At that point the level of return 
forecast was insufficient to justify the council intervention. Importantly the 
demand for a new MSCP had not materially diminished over the last few years 
(pre-COVID-19). 

5.6 The council has now been approached by Blocwork LLP which has presented an 
alternative approach to the council around the delivery of a new 1,200-space 
MSCP to support the train station and help unlock wider regeneration activity 
across the site.  



 
 

5.7 Blocwork LLP is a joint venture company owned 50 per cent by Network Rail and 
50 per cent by private developer bloc. Blocwork’s remit is to develop on land 
owned by Network Rail to maximise both value and wider rail and societal 
benefits. 

5.8 The core objectives as set out in the Blocwork proposal is to “provide 
Northampton with a new car park that will attract more users on to the rail 
network whilst also unlocking further regeneration projects and investment into 
the town”.  

Proposal from Blocwork 

5.9 Blocwork originally provided NBC with a proposal in May 2019 to take forward 
the construction and funding of a new MSCP. This information has been 
subsequently updated following a number of workshops held between Network 
Rail, Blocwork and its adviser and the council. In addition, the council has 
received draft heads of terms, high-level financial projections and a 
supplementary report from Richard Talbot Consultancy Ltd, an independent 
parking consultant. 

5.10 Blocwork has outlined a potential funding structure to support delivery, the 
transaction presented by Blocwork will require the council to enter into a long 
lease with Blocwork/Network Rail which will enable the construction works to 
be funded through a forward funding deal with a financial institution (such as 
Legal and General, M&G, Aviva, Canada Life). This type of funding structure 
relies on the council’s covenant strength. This means that the council is exposed 
to car parking income risk throughout the duration of the lease. 

5.11 In order to appropriately assess this structure and offer, a business case has 
been prepared by the council’s advisors, Avison Young, to review the financial 
proposition proposed by Blocwork and Network Rail and seeks to set out the risk 
and reward structure to enable the council to make an informed decision with 
regard to its support of this approach. 

5.12 The proposal sets out that the council would be required to enter into a long 
lease with an institutional funder, the lease will be index linked to the retail price 
index (RPI), with minimum and maximum annual increases of one per cent and 
four per cent, respectively. In return the council would have the benefit of the 
net car parking income generated by the new MSCP over the life of the lease. 

5.13 The development would involve the construction of the new MSCP on a site to 
the west of the decked car park, shown on appendix D, to allow the current car 
park to remain in operation while construction takes place. This would minimise 
disruption to rail users and also allow Network Rail to meet its obligations to the 
train operating company (TOC). 



 
 

Business Case 
 

5.14 Given the commercial nature of the information, the business case is part of a 
private appendix A. This sets out the strategic, financial and management cases 
for the investment decision including a full review of the heads of terms 
including the lease arrangements, term, rent commencement, costs and 
developer profit. 

5.15 The proposed development would support the council’s long-term objectives and 
aspirations and enable the regeneration of future development locally, in addition 
to enabling the new car park to progress. 

5.16 The MSCP at the station site would positively contribute to many of the council’s 
strategic priorities including that, through the council’s investment, a wider 
regeneration opportunity is unlocked which will ultimately deliver new jobs and 
homes to the town, delivering clearly against four of the six strategic priorities set 
out in the WNC Corporate Plan: 

 WNC strategic priority: Connected Communities – transport and connectivity. 

How the project will deliver against this: This project will directly improve the 
main rail asset within West Northants, giving the potential for more people to use 
the rail system and improve overall sustainability of how people travel and 
commute. Northamptonshire has a significant rural economy base, however 
increasingly its income is coming from employment outside of the traditional rural 
sector, either by working in growing sectors of the economy, or commuting to 
major urban areas. It is these people that the car park would appeal most greatly 
to, enabling a stronger infrastructure, economic growth and a recognisable social 
environment. 

 WNC strategic priority: Thriving Villages and Towns – place shaping and homes  

How the project will deliver against this: Enabling investment to be secured; 
unlocking future development opportunities. This project will directly 
complement the wider regeneration in Northampton town centre, specifically 
the Four Waterside development opposite, which will provide new residential, 
commercial space and a hotel development. Train stations are integral to 
placemaking, offering accessibility that is a key factor in the regeneration of an 
area. Accessibility is not the catalyst for regeneration, but the making of place 
itself; offering commuters and visitors alike an opportunity to access the town by 
foot minimising both their carbon impact and their time to embrace the rich 
history and heritage of town centres.  

 WNC strategic priority: Economic Development - growth and prosperity  



 
 

How the project will deliver against this: Contribute to growing the local 
economy; creating and safeguarding jobs. Good national, inter-regional and 
intra-regional rail connections are vital for economic growth, this project will 
allow for more capacity at Northampton Railway Station and stimulate economic 
growth in the area. Redevelopments within town centres are pivotal to the 
changing faces of an area with investors and developers alike. As town centres 
and cities across the UK look to attract a new wave of business, investment and 
people in the coming years, train stations will continue to be at the heart of 
urban modernisation projects. Projects that not only improve transport links but 
enhance local amenities on offer such as car parking facilities, further support 
the placemaking agenda to drive people into the town and reinforce options to 
commute. 

 WNC strategic priority: Robust Resource Management – transparency and 
financial probity  

How the project will deliver against this: Through enabling a new revenue funding 
supporting the council’s long-term financial strategy. This project capitalises on 
the future way of working and commuting and provides the potential for a new 
revenue stream for the council to support investment and development within 
other areas of West Northants. The proposed development would be classified by 
West Northamptonshire Council as a land and/or building asset, and would be 
recorded, valued and accounted for. The main intention of the new asset would 
be to facilitate economic growth, in a potential development area. 

5.17 The development plan for the site comprises the West Northamptonshire Joint 
Core Strategy Local Plan (Part 1), the Northampton Central Area Action Plan and 
the Northampton Local Plan. The plan sets the precedence for development, 
highlighting the parcels of land located adjacent to the train station as of 
significant importance to the regeneration of the town centre. In particular the 
development plan references the development of an MSCP to be 
accommodated within the site 

5.18 Blocwork LLP is the proposed developer client. The site includes land to the 
north east of the Northampton Station building, and currently comprises: The 
Network Rail car park, goods sidings and open storage. Blocwork is seeking 
outline planning permission to redevelop the area to provide: 

- Around 270 residential apartments 

- A 111-bed hotel 

- Around 400sqm office floorspace 

- Around 300sqm retail unit 



 
 

- an MSCP with around 1,198 spaces. 

5.19 A planning pre-application was submitted at the beginning of October 2020 to 
NBC and engagement over the proposed scheme has continued since this time. 

5.20 Blocwork intends to deliver the scheme in two phases. The first phase would be 
the delivery of the new MSCP on land to the north of the existing decked car 
park. The second phase would be the redevelopment of the existing decked car 
park to deliver the office, residential, retail and hotel elements of the scheme as 
a new gateway community for Northampton. 

5.21 Following the second phase, a third phase is proposed consisting of residential 
development on land south of Spencer Bridge Road and east of the railway 
tracks 

Demand and COVID-19 
 

5.22 There was a pause in activity upon the outbreak of COVID-19 while the relevant 
parties assessed what impact this would have on the future demand for parking 
on the site. 
 

5.23 In acknowledging the potential for medium term car parking demand to 
potentially reduce, the cost and number of spaces has been reduced to 1,198 
spaces. The rationale for this number is provided in appendix B but summarised 
below. 

 
5.24 Despite the short to medium term impact of COVID-19 it is assumed that over the 

long-term demand for rail travel and the associated car parking will continue. That 
said in the short term the research indicates that there is anticipated to be a dip 
in demand ranging from ten per cent to 30 per cent, although this is likely to 
recover by 2025. 

 
5.25 Occupancy patterns to the station have increased over the last five years. 

Considering the ongoing COVID-19 pandemic, it is recognised that commuting 
levels will have fluctuated since the last occupancy report. However, it is likely 
that there will be an increase in people seeking to relocate to areas of 
commutable towns whereby housing and living costs are affordable, which should 
increase demand for car parking adjacent to key transport hubs, such as 
Northampton station. 

 
5.26 Whilst the leisure recovery in particular has been stronger than forecast, 

commuting and business travel remains weaker. 
 



 
 

5.27 It is likely to be spring 2022 before greater certainty around these markets is 
available; car park occupancy will depend on the extent of the recovery of these 
markets, but also the midweek concentration. 

 
5.28 Our consultant has advised that whilst there is confidence about improved 

demand for car parking, it might be prudent to wait until spring 2022 for 
updated data prior to embarking on a long-term commitment where demand is 
uncertain. 

5.29 The potential implications of not making this decision at this point, are 
summarised below. 

 The council’s credibility with potential investment partners could be damaged, 
and it is reasonable to assume that some of the current investors may not be 
willing to participate next year and beyond 

 The project may be exposed to increasing construction inflation the longer it 
takes to fix the costs of the project 

 Due to current market forces, investors are very keen to participate in these 
types of funding deals, however the market may change over the coming months 
which may impact on the beneficial yields that we are currently seeing 

5.30 The Council will not be entering into the Agreement for Lease and Lease or 
completing ancillary matters until further due diligence relating to the passenger 
demand, as recommended in Appendix A, has been undertaken. This will be 
reviewed and considered as part of the delegation in recommendation 3.1 (c), if 
the passenger demand changes from what has been forecast in a negative 
manner then a further report will be brought back to Cabinet. 

Financial considerations 

5.31 A detailed development appraisal which relates to the cost of constructing the 
new 1,198-space MSCP has been prepared by Blocwork with details included 
within the business case. This information will be subject to further due 
diligence, if the key terms presented in this report and the business case are 
approved. 

5.32 The total cost of enabling works, site assembly and construction costs is set out 
within the business case, with this also including the total forecast capital value 
of the asset once constructed. 

5.33 In Avison Young’s opinion, the level of profit forecast is on the upper range of 
acceptable profit given the low risk exposure for the developer. They suggest the 
market norms for a development of this type with the level of risk exposure for 
the developer should be between ten per cent and 12 per cent. 



 
 

5.34 The level of profit, land premium paid to Network Rail and the incentives paid to 
the train operating company are driving up the capital funding requirement, 
which in turn increases the base rent payable by the council. 

5.35 The council and its advisors have been pursuing this point of negotiation for 
some time. Despite challenge, Network Rail has been unable to reduce the land 
premium payment as it is tested against comparable land payments/market 
evidence provided for similar land transactions.  

5.36 Evidence has been provided by Blocwork and tested by our advisors and is set 
out in the business case. 

5.37 As a simple investment decision, the council would be acquiring the car park for 
40 years in exchange for annual net profit, then the council (subject to pricing 
and indexation changes) could generate an IRR (internal rate of return) of 15.15 
per cent based on the base case scenario. This is a reasonable level of return. 

5.38 Blocwork working alongside Network Rail have proposed a funding strategy to 
the council to help facilitate the delivery of a new MSCP adjacent to the railway 
station. 

5.39 The funding proposal requires the council to enter a long lease (40 years) with 
an institutional funder. The year one head lease rent payable by the council will 
increase annually by retail price index (RPI). The draft heads of terms states that 
the annual increases will be between one per cent (minimum) and four per cent 
(maximum). The RPI average over from 2009 to 2020 is 2.635 per cent. 
Government has set itself a target for annual inflation at 2 per cent per annum, 
although this is measured by Consumer Price Index (CPI); RPI tends to be higher. 

5.40 A full 40-year cash flow and a range of sensitivities have been provided within 
appendix C. This shows the rent commencing in April 2023, at the point when 
the car park is operational then increasing with the annual indexation. 

5.41 Over the 40-year period the council would be obliged to fund the head lease 
payments and be entitled to receive the net income generated by the MSCP. 

5.42 For the first three years of operation the council is forecast to receive a profit 
paid by the TOC. During this period, until the end of the franchise agreement, 
the TOC would be operating the car park. The franchise agreement comes to an 
end in 2025, at which point the responsibility for managing the car park would 
pass to the council. 

5.43 The operating position above is contingent upon a forecast level of demand for 
car parking spaces in this location. The level of assumed demand falls within the 
tolerances advised by Network Rail and their advisers who, following the impact 



 
 

of significantly reduced rail travel over the last 12 months, have indicated a 
potential fall in demand in the short term. 

5.44 The sensitivities that have been presented demonstrate changes to the base 
model from changes to some of the key variables. 

5.45 The base case which is built around cost inflation slightly higher than the five-
year trend shows that over the 40-year term a net profit of £16.753m could be 
obtained. This figure is subject to key variables including overall demand for 
parking, and inflation as noted above. 

5.46 The principal of a council having a share of the surplus or profits generated in 
the phase of development that is enabled by the MSCP being delivered has been 
agreed. The terms of this will be negotiated as part of the wider agreements. 

Future Car Park Operation  
 

5.47 While undertaking the due diligence, the assumptions over the costs for 
operating the car park have been built into the forecasts. The assumption that 
has been built in is that the car park is contracted out, however the council will 
have the option to choose how to operate the car park and could choose to not 
contract this out and manage it directly.  
 

5.48 If the council opts to use operator, then the operator will normally take 
responsibility for the operation of the car park and will potentially benefit from a 
net profit. The fee paid to the car park operator is modelled at 15 per cent of 
gross income, this is a reasonable assumption for modelling purposes.   

 
5.49 If the council elect to operate the car park itself, it would potentially benefit 

from the car park fee that would be payable to the operator. Of course, it would 
also incur the operating costs. This is likely to be the preferred option due to the 
potential for economies of scale through combining operations with the 
council’s other car parks. 
 
Funding Mechanism 

5.50 In providing some context and background with regard to the emergence of the 
funding mechanism that is being proposed by Blocwork, it is important to 
understand why this type of funding model is becoming increasingly popular 
with the institutional funder.  

5.51 A combination of low Government and corporate bond yields overlaid with a 
comparatively uncertain economic outlook has led UK-based institutional 
investors, such as Aviva, L&G, M&G and so on, to look for alternative investment 
opportunities and, importantly, investments that help meet their annual 
liabilities, such as pension payments. 



 
 

5.52 Naturally the investment market during uncertain times seeks investments that 
produce secure income that is not subject to dramatic variation year-on-year, 
which enables them to match returns more closely with liabilities. Therefore, 
investors are looking at “super secure” investment returns. The term “super 
secure” in the context of this paper really refers to the underlying covenant 
strength of local authorities (LAs). The overriding assumption is that LAs are 
unlikely become insolvent as they are Government backed, and therefore the 
term “super secure” refers to the LA’s ability to meet its financial obligations 
over the long term. 
 

5.53 In response to the above market conditions investors have been promoting a 
financial instrument referred to more commonly as an income strip/lease 
wrapper. The fundamental principles that support an income strip model are 
very similar to straightforward sale and lease back arrangements that have been 
around for several years now. With an income strip, an institutional fund 
purchases a long leasehold interest in land from the LA. The LA then enters into 
an occupational lease with the institutional fund for a period normally between 
15 to 50 years. Normally the LA has the option to purchase the reversionary 
asset for £1 at the end of the lease term but in this case, this is not proposed. In 
the negotiations Network Rail has been unwilling to concede the point, but the 
values for the council hold up without it. In support of the lease transactions a 
developer would enter into a development agreement with the fund obliging it 
to construct the development. As such, the fund would provide all the 
development funding. 

 
5.54 Across the UK there are many examples of this type of funding proposition being 

used to assist with the delivery of regeneration activity and seek to address 
viability challenges. The proposition here in Northampton is no different. The 
development appraisal provided by Blocwork demonstrates that without the 
council’s covenant strength the car park proposal will need not come forward as 
it would fail to achieve a minimum level of commercial return, and therefore is 
unlikely to attract a commercial delivery partner. 

 
5.55 The analysis undertaken by Blocwork indicates that the scheme is unviable 

without the council’s support. Our analysis of the information shared illustrates 
that viability challenges are mainly derived from abnormal delivery costs 
provided for in the cost plan. 
 

5.56 To seek to address the viability challenges Blocwork has presented a funding 
proposal to the council based around a lease wrapper/income strip model. This 
model assumes that the council enters a long-term lease (40 years) over the 
whole of the new car park. The investor then values the council’s covenant 
strength, which establishes a much higher value than would ordinarily be 
possible and this helps address the viability challenges. 

 



 
 

5.57 In entering this financial arrangement, the council will assist in unlocking the 
wider regeneration of the site, which includes other commercial uses and 
residential uses. This wider scheme cannot progress without resolution to the 
funding arrangements associated with the new MSCP. 

 
5.58 The funder then provides capital upfront to service development need, in this 

case they will fund the cost of construction. The council then enters a long lease 
with the fund, which is indexed annually which repays the upfront capital over 
the term of the lease, but ultimately creates a return on capital for the funder. 
An initial payment is noted in the business case. We intend to use is as the 
maximum price and it is subject to further negotiation with the potential funder. 

 
5.59 As mentioned above, the asset will revert to Network Rail at the end of the 

council’s lease term. 
 

Funder Soft Market Testing 
 

5.60 To ensure that the financial and commercial assumptions contained in this 
business case are realistic and credible, Blocwork appointed Metis Real Estate to 
provide advice on structuring and marketing of the funding opportunity to the 
investor market 

 
5.61 Marketing material was issued to investors during quarter four of 2020, and 

feedback on the proposition was received by the council during January 2021. 
Following the initial market testing, a second round of bidding has taken place 
and bids have been received back in June 2021. The second-round bids received 
have identified an improvement to first round bids. 

 
5.62 Further engagement with the investment market has continued to take place 

with senior council officers meeting with potential funders to provide 
information on the council, given that it is a new entity. Subsequently further 
improved bids have been received with these reflected in the attached business 
case, appraisals and cash flow. 

 
5.63 The process of soft market testing with funders provided opportunity, for 

further scrutiny of the information presented in the Blocwork appraisal pricing, 
supported by multiple bidders, all with established track records and substantial 
cash resources. 

 
5.64 Therefore, in summary we can assume that the financial proposition provided by 

Blocwork is reasonable and deliverable, from an investor’s perspective which is 
not unexpected, and the opportunity to invest continues to be of interest in a 
highly competitive market. 

 
Enterprise Zone considerations 



 
 

 
5.65 The proposed site for the new MSCP falls with the existing boundary of the 

NWEZ. Therefore, the NWEZ will benefit from an increase in business rates 
above the existing baseline. Although the current decked car park is in use, it 
does not pay business rates into NWEZ because the car park comes under the 
nationally agreed framework for business rates paid by Network Rail. 

 
5.66 If the council were to proceed with the proposition set out in this business case, 

business rates would be paid directly by the council and will be capable of being 
captured by the NWEZ. 

 
5.67 The council is in discussions with the SEMLEP to seek agreement on a financial 

contribution towards the operational running costs of the car park at a level 
equivalent to the annual business rates paid by the council, in relation to the 
operation of the car park. 

 
5.68 The forecast annual business rates liability that will fall to the council is £125,000 

from 2026 onwards. Although the NWEZ will only be able to capture the 
business rate income until 2038, this contribution towards the operational costs 
of the car park would help de-risk the council’s financial position in entering a 
long-term lease liability. Subject to inflationary assumptions over the period 
from 2026 through until 2038, this could equate to a total revenue contribution 
of £1.6m. 

 
5.69 Following conclusion of the discussion with SEMLEP, a business case to the 

NWEZ Board will be required, and then subsequent SEMLEP Board approval for 
any request to reinvest the business rates income into the scheme. As the 
council would bear the risk for this proposal and no business rates would be 
generated without the new MSCP, it is recommended that this funding be a 
requirement to de-risk the scheme for the council. If the approvals of the NWEZ 
and SEMLEP are made, then this income will be included in the council’s 
operational budget for the car park. 
 
Further matters – wider scheme benefits 

 
5.70 As part of the negotiations Network Rail has agreed to address the lack of lift or 

ramp at the front of the station subject to the car parking gaining approval. A 
proposal for a new ramp has been developed and will be progressed on 
agreement. This will help encourage both sustainable transport access (cycles) 
and equity of access for people with mobility difficulties. 

 
5.71 Blocwork continues to engage a range of interested parties in the phase two 

scheme, with residential proposed that could begin construction immediately 
after the MSCP is complete. 

 



 
 

5.72 Public access to and around the site would be improved, with a cycling hub also 
proposed as part of phase two as well as the taxi rank/drop-off to the station 
being improved as part of the masterplanned scheme. 

 
Alternatives considered 

 
5.73 An alternative funding model has been investigated; this assumes that the 

council could prudentially borrow up to £36.423m to fund the cost of 
development 
 

5.74 The total capital cost is slightly lower, as it excludes the capital financing costs of 
£610k. The prudential borrowing model assumes that the council repays the 
borrowing over a 20- or 40-year period with the annual prudential borrowing 
cost fixed and based on a long-term annuity rate. 

 
5.75 The analysis indicates that if indexation remains below three per cent, the cost 

of the head lease structure compared to Public Works Loan Board is very similar 
however if inflation is greater than three per cent then the gross total cost 
higher, and increases further as it moves towards four per cent. 
 
Scheme Delivery 
 

5.76 The project will be managed directly by Blocwork, which will have responsibility 
for the delivery of the construction works on site and the relationship with 
existing uses of the train station car park, and will interface directly with 
Network Rail and the TOC. 

 
5.77 A project board will be established which will provide a mechanism for the 

council to be updated on progress made against key milestones within the 
delivery programme and provide informal feedback where required. 

 
5.78 Blocwork will have responsibility for the delivery of the project and will provide 

regular reports the project board. The project board will have oversight of the 
delivery of the project. 

 
5.79 As part of the next stage of due diligence the details of the project board will be 

determined which will include areas such as the frequency of meetings and the 
representatives from each organisation. It is envisaged that these will take place 
fortnightly and will include all parties with a direct interest in the scheme, 
Blocwork, Network Rail, and the council.  

 
5.80 A programme for the anticipated delivery of the scheme should the agreements 

be made is set out in Appendix E 
 

 



 
 

6. Implications (including financial implications) 

 
Resources and Financial 

 
6.1 Initial financial considerations set out in points 4.31 – 4.46 
 
6.2 The base model gives WNC an overall surplus of £16.759m by the end of the 40 

years which equates to an IRR (Internal Rate of Return) of 15.15% which 
represents a reasonable level of return.  
 

6.3 The model is built on a number of assumptions, all of which are best estimates. 
The two biggest elements are the head lease payments and the car parking 
income. 

 
Head lease indexation 

6.4 The base model assumes head lease indexation at 3% with the head lease 
indexation capped at 4%. If the head lease indexation was to be at 4% for the full 
40 years while the income continued to only increase by the lower base level 
(3%), then the WNC would make a loss of £4.239m over the 40 years, as shown 
in the table 1 below. 

 
Car Parking income 

6.5 The base model assumes that car parking income will start at £2.251m in year 1 
and then a percentage increase is applied to that income each year after that. 
However, given that the level of demand isn’t certain we have also tested if that 
starting income position was 10% lower (i.e., £2.026m) with the same 
percentage increases are applied each year. If this was to take place, then over 
the 40 years WNC’s surplus would drop down to £1.425m. 
 

6.6 With a 15% reduction on the starting income position (i.e., £1.914m) leads to a 
loss of £6.241m over the 40 years. The breakeven point for the starting car 
parking income would be 11% lower than the base model, with any drop beyond 
this causing a an overall loss to the scheme. 

 
Sensitivities 

6.7 A full range of sensitivities that have been tested are set out in the table below 
showing the relative impact on the potential return to the council. These 
demonstrate while there is a breaking point when the car park will not generate 
a surplus for the council that in most tested circumstances the new MSCP is 
expected to provide the council with a surplus.  
 

 
 
 
 



 
 

 
Table 1 

 
 
Legal  
 

6.8 The Council has broad powers to invest in and deliver infrastructure within its 
area to support economic growth and its specific service responsibilities.  

 
6.9 The lease provisions will need to meet the specific circumstances which enable 

Network Rail to maintain control due to its proximity to the railway but also 
ensures a period which enables the viability of the scheme and there are 
mechanisms available which would support these objectives, and which will be 
employed as is appropriate if the project progresses.  

 
6.10 Given the ongoing testing of the business case it will be necessary to  have a 

formal decision before moving forward following the necessary due diligence 
and this will be made in consultation with the statutory officers.     

 
Risks 
 

6.11 The principal risk is that the council will take on the risk that the car parking 
income will be sufficient to meet its obligations under the head lease for the 40-
year term. 

 

Sensitivity Analysis

Base Case- 

Indexation at 3% 

on Headlease 

and cost, but 

2.635% 

indexation on 

parking income

Base Case 

plus 

indexation 

at 2% on 

Headlease

Base Case 

plus 

indexation 

at 4% on 

Headlease

Base Case 

plus Cost 

Indexation 

at 2.6%

Base Case 

with Income 

/Head 

Lease 

Indexation 

at 4%

Base Case 

with all 

indexation 

at 2.635% 

(10 year 

historic ave)

Base Case 

plus year 10 

24 months 

at 25% 

income with 

all other 

costs 

remaining 

at 100%

Base Case 

plus years 4-

10 Income 

Forecast at 

50% of 10 

year 

average 

(87%) base 

case 

forecast 

occupancy 

Levels

Gross Income Forecast 

(including Fare Box from years 

2023 - 2025) (153,324)            (153,324)    (153,324)    (153,324)    (189,684)    (153,318)    (142,746)    (146,826)    

Direct Operating Costs  

Excluding Head Lease 

Payments 29,944               29,944       29,944       28,427       29,944       28,406       29,944       29,944       

Cyclical Mtce Provsion 

(Annual) 3,770                 3,770         3,770         3,569         3,770         3,566         3,770         3,770         

Head lease Payments 

(Institutional Funder) 80,670               69,454       101,665     86,099       101,665     76,304       80,670       80,670       

Profit paid to car park operator - 

Based on 15% margin 22,181               22,181       22,181       20,950       22,181       20,933       22,181       22,181       

Net (Profit) / Loss Retained by 

the Council (16,759)              (27,975)      4,236         (19,709)      (32,124)      (24,109)      (6,181)        (10,261)      

Internal Rate of Return (IRR) 15.15% 16.46% 15.53% 6.55% 16.03% 4.77% 4.34%



 
 

6.12 The continuing uncertainty over working patterns due to COVID-19 causing 
lower than expected demand for station parking into the future. With many 
businesses considering what a return to the office might look like following 
potential relaxation of social distancing rules, and whilst market evidence 
indicates that staff will return to the office over the coming months, many 
businesses are considering whether or not this will be full time or part time, with 
many businesses opting for a hybrid style approach. The hybrid approach is likely 
to see people working at home for part of the week and in an office for part of 
the week. If this does happen it is not yet known how this might impact upon rail 
travel and the potential use of the MSCP in Northampton. 
 

6.13 The development of automated (driverless) cars results in lower levels of parking 
demand. This could arise from two sources. Firstly, cars which take people to the 
station may well be a form of taxi which then departs to seek other customers, 
or if owned by the user may return to their home or anther free parking 
location. Secondly, it may suppress demand for rail trips because people are 
content to be taken longer distances by automated car than they would when 
having to focus on driving. Fewer rail trips would result in lower station parking 
demand. Whilst the development of driverless cars has been slower than its 
more enthusiastic proponents suggested, over the life of the proposed lease it 
seems likely that full automation will be achieved and become widespread. This 
could result in substantial reductions in parking demand. The council at the time 
might choose to mitigate this risk by: 
 

6.13.1 Reducing parking supply in other car parks, including redeveloping them. Of 
course, the ability to do this would be affected by where people wished to 
park. 

 
6.13.2 Including provisions in the lease agreement which allowed it to change the 

use of parts of the car park if it was clear that there was no prospect of 
those parts being used for parking. 

 
6.14 Inflation runs at high levels, increasing the head lease payments quicker than in 

the base scenario. This would lead to head lease payments overtaking the 
anticipated car parking income quicker than expected and lower levels of return 
to the council, including potentially leading to an overall deficit. RPI is a poor 
measure of inflation which tends to exaggerate increases in costs. The four per 
cent maximum annual increase would mitigate that risk to some degree. 

 
6.15 Construction costs increase faster than can be anticipated, leading to the 

developer seeking an increased contribution from the build of the MSCP. This 
would have a negative impact on the levels of return to the council. In the event 
that this occurred, a fresh report to cabinet would be made if it was considered 
the scheme was nonetheless worthwhile. 

 



 
 

6.16 Future phases of station redevelopment do not come forward. The council 
would have no way to control the future phases as it would be taking a head 
lease rather than entering into a development agreement. 
 

6.17 Funders change the rates that they have quoted for the financing of the works 
due to the council not being able to gain the necessary approvals in time and the 
period that they are committed to the submitted prices ending. As with a change 
in construction costs, a fresh report to Cabinet would be made if it was 
considered the scheme was nonetheless worthwhile. 

 
6.18 Consultation  

 
6.19 Internal council teams such as assets, finance, legal and planning have been 

consulted and engaged as the scheme has been developed.  
 

6.20 External consultation has taken place through the planning pre application 
process with further consultation due to take place as part of the planning 
process. 

 
Consideration by Overview and Scrutiny 
 

6.21 N/A 
 
 

Climate Impact 
 

6.22 This proposal should have a significant positive climate impact, with rail travel 
being one of the most sustainable (with 80 per cent lower greenhouse gas 
emissions per kilometre compared with car) and safest forms of travel available. 
Having a greater car parking capacity at the station would allow more people the 
opportunity to use this mode of transport. Of course, it would also be helpful if 
people walked, cycled or used public transport to reach the station, but a degree 
of car use seems likely to continue. As mentioned above, the scheme would 
result in improved access to the station with cycles (and for those with mobility 
difficulties). 
 

6.23 As well as this, institutional funds and Government strategic objectives around 
carbon neutrality are increasingly becoming aligned. A number of the funding 
bids received refer to their aspirations around carbon neutrality. Two of the top 
three bids have made very clear statements about their commitments to 
investing in carbon neutrality. 
 

6.24 Although the actual benefit and cost/funding mechanism has yet to be fully 
appreciated, it is likely that during the funder technical due diligence process 
they will seek to understand and promote the carbon neutral route for 



 
 

construction and delivery. Subject to approval by both parties it is likely that the 
funder may require “green clauses” to be implemented and that they are 
monitored throughout the life of the project. 
 

6.25 Appropriate provision for charging of electric vehicles will also be provided for in 
the project. 
 

Community Impact 
 

6.26 N/A 
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