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1. Executive Summary 
 

Locum Consulting and Colliers International have been instructed by Perth & 

Kinross Council to prepare an Options Appraisal as a follow up on the Interim 

Options Appraisal prepared by Locum Consulting in December 2010.  The Report 

examines a variety of options and sub-options for the future use of the City Hall 

building site in Perth City Centre.  The options considered are:- 

 

Option Option Title 

 

1. Do Nothing  / Do Minimum 

2. Re-Use of the Building 

 2.1. Retail/Commercial Development 

 2.2. Cultural led Development 

3. Partial Demolition 

 3.1 Partial Demolition and Re-Use of the Building for a 

Retail/Commercial  led redevelopment.   

 3.2. Partial Demolition and Re-Use of the Building for a Cultural Led  

 Redevelopment 

4. Full Demolition of the City Hall and Re-Use of t he site for a Civic 

Square 

5. Full Demolition and New Build of a New Facility 

 5.1. Retail Led/Commercial Redevelopment 

 5.2. Cultural Led Redevelopment 

 

To inform the Options Appraisal, Perth & Kinross Council conducted a public 

consultation exercise with online questionnaires via the Council’s website, a 

manned exhibition in the St John Centre, convening stakeholder focus groups and 

additional questionnaires sent out via the Council’s “Viewfinder” survey 

mechanism.   

 

The consultation exercise demonstrated that proposals regarding the future of the 

City Hall divide local opinion and for many is an emotive and polarising issue.  It 

was noted that the largest groups of the public (49%), businesses (52%) and 

market and event organisers (38%) supported the demolition of the City Hall.   
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Around 33% of the public and 33% of market and event organisers as well as a 

quarter of businesses support the reuse of the existing building. 

 

Amongst those who support the re-use of the City Hall there is a preference for 

cultural uses over retail uses.  However, if the City Hall is demolished, 

respondents favour a variety of cultural and social uses such as an attractive 

public space, activities and events and markets rather than a retail led/commercial 

redevelopment and only a very small number of businesses indicated any interest 

in taking potential space within either a converted building or redeveloped space.   

 

The Viewfinder results were less conclusive with 43% supporting re-use and 45% 

supporting either complete demolition, partial demolition or demolition and 

redevelopment. The main reason given for supporting re-use was the “City Hall 

adds to the History of Perth”.  

 

The overall results of the consultation exercise (i.e. Viewfinder, public 

questionnaires, business questionnaires and market operators and events 

organiser questionnaires) indicate that 57% of the public, 69% of businesses and 

58% of market and event organisers support the creation of a public space 

following some form of demolition (either full or partial) of the City Hall. Although it 

cannot be assumed that someone who supports partial demolition would 

necessarily support full demolition. 

 

Further research to inform the report was conducted by the review of relevant 

literature and comparison with other projects; particularly with regard to public 

space and cultural activities where the benefits are typically less tangible.  Where 

possible, regard was had to local studies.  In particular we would acknowledge the  

Ryden and Rodderick McLean Associates Retail Review 2006; the consumer 

marketing research non food catchment analysis report prepared by RCT 

Analytics for Perth & Kinross Council (August 2009) and the consumer marketing 

research central shopping area visitor survey again prepared by RCT Analytics for 

Perth & Kinross Council and others (September 2009). 

 

The report notes some recent retail statistics which indicate a 68% increase in 

availability of retail space within Perth, and a fall in stated property requirements of 
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82% following the general decline in the retail market.  Prime rents have fallen 

across Scottish towns and cities and Perth has seen a 21.4% fall, which although 

disappointing is not as bad a result as some were predicting and as has been 

experienced in other parts of the United Kingdom. 

 

The report provides a detailed context for the potential re-use of the building or site 

and some key observations result from this review.  The case studies referenced 

include Hornsey Town Hall, Accrington Victorian Market Hall, Shoreditch Town 

Hall, The Ferry Building in San Francisco, and The Tobacco Factory, Glasgow 

amongst others. 

 

Reference was made to key national policy documents Designing Places, 

Designing Streets, Scottish Historic Environment Policy, and local policy guidance 

including the Community Plan, Corporate Plan, Economic Development Strategy, 

the Local Development Plan and emerging local Placemaking guide in relation to 

the policy context of the Appraisal 

 

Considerable wider literature and research into the reuse of buildings and public 

space is also used to inform the report and to provide context for the appraisal. 

including local impact studies (the ‘Economic Impact Study: Perth Farmers’ 

Market’ by SAOS and ‘Perth Concert Hall and Perth Theatre Impact Assessment’ 

by EKOS) and other relevant documents such as ‘The Social Value of Public 

Spaces’ by the Joseph Rowntree Foundation and ‘The Value of Good Design’ by 

the Commission for Architecture and the Built Environment. 

 

 A number of the options require the demolition of a listed building which will 

require an application to be made to Historic Scotland and this process is likely to 

be both controversial and time consuming.  There will be a requirement to provide 

a clearly demonstrated case for demolition and further detailed work will be 

required in order to support this.   

 

The report investigates a number of examples for the provision for both cultural 

and retail led re-use, the provision of civic space, be that via partial or complete 

demolition and also discusses the current difficult commercial property market 

which relates to the retail/commercial led prospects of the options considered.   
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The opportunities for creating a development opportunity at the City Hall building 

or site which in purely development terms is financially viable, are very limited and 

contain a high degree of uncertainty.  However, where possible regard was had to 

previous marketing and consideration of the options for the City Hall. Building cost 

assumptions have been based on Building Cost Information Service (BCIS) 

indices, technical information provided by Perth & Kinross Council, regard to 

previous schemes, and our own professional knowledge and experience of 

development costs. 

 

It is clear that potential socio economic and environmental benefits can be derived 

from each of the options. The opportunities for creating these conditions within the 

context of a public space are significant albeit difficult to quantify in tangible terms, 

the report references previous examples of the provision of high quality public 

space and commentary in relation to the economic benefits of these initiatives. 

 

The report provides an analysis on the historic and current retail market with a 

Perth perspective and concludes that although Perth city centre, has many 

challenges, these are as a result of macro economic conditions rather than being 

particular to Perth.  The property market commentary notes that although 

particularly difficult development conditions presently exist, some of the factors 

which impact upon the City Hall options will persist beyond the current difficulties, 

a view supported by the failure of the most recent re-use retail led proposals. 

 

The report identifies a probability that under any of the use assumptions other than 

Option 1.0 - ‘Do Nothing / Do Minimum’ or Option 4.0 ‘Demolish and Full 

Demolition of the City Hall and Re-Use of the site for a Civic Square’; much of the 

turnover generation will be displaced rather than ‘new’ money and with the 

relatively small scale nature of the opportunity, unlikely to generate significant new 

trips to Perth city centre. 

 

The review of the retail market indicates a clear decline in rental value and 

occupier requirements and significant increase in available retail units and 

incentives required to attract tenants.  As the City Hall occupies a secondary (as 

opposed to prime) retail position and much of the available stock is secondary 
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retail space, it could be argued that the displacement effect could create a 

disbenefit.  We believe this could be too severe a view but have made a significant 

allowance for displacement in evaluating the respective options. 

 

The aim of the report is to appraise the options for the City Hall building or site, in 

the context of the stated objective; “to utilise Perth & Kinross Council’s property 

assets in such a way that delivers ‘best value’ for Perth and the local authority 

area”.   

 

The appraisal criteria were set out to establish to evaluate at a high level the costs 

and benefits of each of the proposals in financial, socio economic and 

environmental, time, risk and quality terms.  In order to produce a consistent and 

thorough ‘best value’ approach, the options were scored taking into consideration 

both tangible and intangible costs and benefits for each of the options under 

consideration. 

 

The results of the option appraisal exercise are presented in a detailed matrix 

scorecard with a full supporting explanation of the approach and methodology 

adopted. 

  

The simplified version of the matrix below confirms that ‘Option 4 - Full Demolition 

of the City Hall and Re-Use of the site for a Civic Square’ is the best performing 

option when judged on these particular criteria.  We would refer the reader to 

section 9 (of the main report) for the full version of the Options Appraisal Scoring 

Matrix. 
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Exhibit 1: Simplified Options Appraisal Scoring Mat rix 
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BEST 
VALUE Combined Financial Factors

Rank 7 8 3 5 6 1 2 4
BEST 
VALUE 

Socio Economic and 
Environmental -  Intangible 

Factors
Rank 8 5 2 4 3 1 7 6

Time
Rank 1 3 4 5 7 2 6 8

Risk
Rank 1 3 4 5 6 2 7 8

Quality
Rank 7 6 3 3 2 1 7 3

Total Weighted total including Optim ism Bias
Score (500) 269.5 270.4 423.6 309.9 308.6 474.1 287.0 378.9
Overall Percentage 56.8% 57.0% 89.3% 65.4% 65.1% 100.0% 60.5% 79.9%
Rank 8 7 2 4 5 1 6 3  

 

Of the 8 options considered, Option 4.0 ranks no worse than second under each of 

the 5 measures.  The Combined Financial Outputs comprises both the 

Development Financial Outputs and the Socio Economic Environmental derived 

benefits and the highest scoring Option is judged to be that which provides the 

highest net benefit in this instance Option 4.0 with £3.288m.   

 

The Socio Economic and Environmental Intangible Factors are a subjective 

measure against listed objectives, further detail is provided in appendix 11, and 

the Option which scores highest is that which is judged to best meet the 

objectives. 

 

Time is scored on the basis of length of time required to deliver each option, and a 

comparison of this against the Public Sector Finance Manual guidance which 

indicates that surplus public sector assets should be disposed of or have action 

taken within a 3 year period. The option with the shortest time period required is 

determined to be the best, details of the composition of the time scores are 

contained in appendix 24. 
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The Risk score is comprised of a detailed risk matrix under the headings, 

Planning/Statutory Risk; Operational Risk; Deliverability Risk; Market Risk and 

Political Risk. Two dimensions are considered when scoring each of the options in 

regard to these headings, on the basis of their Probability and Severity. The 

Option with the lowest associated risk receives the highest mark, and details of the 

scoring are contained in appendix 12. 

 

The score for Quality is measured on the basis of the extent to which each option 

delivers facilities not currently provided within Perth City centre area and for which 

there is a reasonable level of demand.  The options which meet this objective best 

score highest in this category. 

 

It should be noted that all regeneration projects including those involving the 

creation of enhanced public realm have a tendency to over estimate potential 

benefits and underestimate costs, however within the option scoring, optimism 

bias has been taken into account at 51% as directed within the Supplementary 

Green Book Guidance on Optimism Bias contained in HM Treasury Guidance: 

‘Green Book, Appraisal and Evaluation in Central Government’ (Green Book).   

 

As part of the sensitivity testing we also evaluated each of the proposals without 

considering ‘optimism bias’. The final result remains unaltered for the top 5 

positions with Option 4 remaining the preferred option. 

 

Exhibit 2: Optimism Bias Comparison 
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In conclusion we generally note the importance of the various retail led options as 

being relatively small.  This is a result of a number of factors.  The depressed state 

of the retail property market nationally is a clear problem.  It is also a concern that 

in retailing terms the location of the City Hall is a secondary location as opposed to 

prime. The quality of space likely to be created does not match any perceived 

demand thus increasing the risk profile. Finally, with the total usable floorspace 

under any of the options representing less than 1% of the total retail floorspace the 

development lacks the critical mass to materially alter the shopping patterns in 

Perth. 

 

Option 2.2 – Cultural-led re-use, is the second ranking option under the adopted 

appraisal exercise. This would potentially become a more attractive option should 

clear evidence of additional need be demonstrated and capital and revenue 

funding become available. 

 

The cultural led options all demonstrate greater potential impact and, on the 

evidence of the consultation exercise, have greater public support than the 

equivalent retail options. There remains, however, a continuing shortfall and 

ongoing subsidy requirement to support cultural reuse.  Furthermore significant 

operational/financial risk would be associated with this option given that no specific 

cultural occupier or use type has yet been identified. 

 

The do nothing / minimum option unsurprisingly produces a poor appraisal score. 

 

The preferred option, Option 4 – Full Demolition of City Hall and Re-use of the site 

for a Civic Square, is a clear winner under the adopted appraisal exercise.  Whilst 

this might initially seem surprising, on closer consideration of the opportunity it is 

the option which offers the greatest opportunity to provide Perth with an attractor 

that the city centre presently lacks.  

 

Examples from elsewhere suggest that a new public space embodying best 

practice in design, management and animation could make a significant 

contribution towards the revitalisation of the city centre and the Council’s wider 

social, economic and environmental objectives. The potential benefits could 

include increasing visitor dwell times, stimulating private sector investment, 
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increasing turnover for visitor economy businesses in the immediate area and 

providing a space for social interaction and the promotion of civic and cultural life 

in Perth. 

 

Exhibit 3: Artists impression of a new square on th e site of the City Hall 

�

�
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2. Introduction and Background 

2.1 Purpose of the Report 

 

Locum Consulting and Colliers International have been instructed by the Council 

to prepare an Options Appraisal as a follow up to on the Interim Options Appraisal 

prepared by Locum Consulting in December 2010. This Options Appraisal seeks 

to robustly examine the development options for the City Hall and assess the 

relative merits of each of the options under consideration. 

 

Since the Council’s decision in September 2010 to undertake a formal Options 

Appraisal exercise in relation to the City Hall, they have completed a public 

consultation, the outcome of which informs the Options Appraisal contained 

herein.   

 

The report details and appraises the options available to Perth and Kinross 

Council in meeting its objective for the Perth City Hall property which in this 

scenario is: 

 

“To utilise Perth & Kinross Council’s property asse ts in such a way that 

delivers ‘best value’ for Perth and the local autho rity area” 

 

The Options Appraisal has been completed with reference to HM Treasury 

Guidance: ‘Green Book, Appraisal and Evaluation in Central Government’ (Green 

Book).  The Green Book is a best practice guide for all central departments in 

executive agencies, and covers projects of all types and size.  Specifically the 

Green Book covers projects that include: 

 

Use or disposal of existing assets – decisions to sell land or other assets, replace 

or relocate facilities or operations, whether to contract out or market test services. 
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New or replacement capital projects - Decisions to undertake a project, its scale 

and location, timing, and the degree of private sector involvement. 

 

As stated in the introduction section of the Green Book “All new policies, 

programmes and projects, whether revenue, capital or regulatory should be 

subject to comprehensive but proportionate assessment, wherever it is 

practicable, so as to best promote the public interest.  The Green Book presents 

the techniques and issues that should be considered when carrying out 

assessments”.  The purpose of this Options Appraisal is to ensure that no policy, 

programme or project is adopted without having first considered the answers to 

these questions: 

 

·  Are there better ways to achieve this objective? 

·  Are there better uses for these resources? 

 

This guidance is designed to promote efficient policy, development and resource 

allocation across Government, it does this by informing decision making, and by 

improving the alignment of departmental and agency policies, programmes and 

projects with Government priorities and expectations of the public.  The guidance 

emphasises the need to take account of the wider social costs and benefits of 

proposals and the need to ensure the proper use of public resources.   

 

This is achieved through: 

·  Identify other possible approaches which may achieve similar results; 

wherever feasible, attributing monetary values to all impacts of any 

proposed policy, project and programme. 

·  Performing an assessment of costs and benefits of the relevant options.  

 

In meeting the stated objective of ensuring that the City Hall property is put to its 

‘best value’ use for Perth and the local authority area, the project will cover 

aspects of both the use or disposal of existing assets and new or replacement 

Capital Projects on the City Hall site. 
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2.2 Development Options 

 

In the interim report provided by Locum Consulting the widest possible range of 

options were considered for the future use of Perth City Hall.  From this piece of 

work it was recommended that five options with some sub options, where required, 

are considered for appraisal in this exercise.   The options considered include: 

 

Option Option Title 

 

1. Do Nothing  / Do Minimum 

2. Re-Use of the Building 

 
2.1. Retail/Commercial Development 

 2.2. Cultural led Development 

3. Partial Demolition 

 3.1 Partial Demolition and Re-Use of the Building for a 

Retail/Commercial  led redevelopment.   

 3.2. Partial Demolition and Re-Use of the Building for a Cultural Led  

 Redevelopment 

4. Full Demolition of the City Hall and Re-Use of t he site for a Civic 

Square 

5. Full Demolition and New Build of a New Facility 

 5.1. Retail Led/Commercial Redevelopment 

 5.2. Cultural Led Redevelopment 

  

 

This report will now consider each of the options in turn in order, where possible 

providing estimates of costs and considering social, environmental and intangible 

costs associated for each of the options.  Where possible it will also make 

estimates of costs, capital receipts and income from each of the options.  Where 

appropriate, each of the options will be sensitivity tested in order to ascertain 

potential impacts of changes to economic variables.  Each of the options will also 

be assessed for associated risk and uncertainty. 
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3. Consultation 
 
3.1 Overview 

 

The Council agreed at its meeting on 16 December 2009 to consult with the public 

and key stakeholders on options for the future use of Perth City Hall. This 

consultation was held between 15 February and 15 March 2010. 

 

A number of consultation techniques were used: 

 

�  Online questionnaires on the Council’s website 

�  A manned exhibition in the St John’s Centre from 17 February to 14 March 

2010 

�  Stakeholder focus groups 

�  Questionnaires sent to the 1,300 residents on the Council’s “Viewfinder” 1. 

 

A total of 2,738 responses were completed and submitted: 1,641 public 

questionnaires; 861 Viewfinder questionnaires; 212 business questionnaires; and 

24 market and event organiser questionnaires. The results of the Survey response 

provided to us by Perth and Kinross Council are included in Appendix 15. 

 

The majority of responses (78%) were from within the Perth City Area, with a 

further 20% from the wider Perth and Kinross local authority area and 2% from 

outside the authority boundaries. 

 

Despite the significant number of responses, it should be noted that the sample 

represents approximately 2% of the population of the area and 0.5% of 

businesses. Of particular note, only 12% of the respondents to the public 

consultation were under 35 years old. 

 

This type of consultation exercise is inevitably a somewhat crude and imperfect 

measure of local opinion. It is never possible to capture the views of all 

�

� �
������������������������������������������������� �������� �������������������������������!����
 ����!"�����#� ����������������������������$������ ! �������� ������������������������������$�
���������������$�����������$��$�����������"���%�
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stakeholders and potential beneficiaries, nor does the questionnaire allow complex 

issues to be explored in detail. 

Nonetheless, the consultation provides a valuable insight into the views of local 

residents and other interested parties. The responses, which are analysed below, 

inform the options appraisal as the main indicator of local demand. 

 

3.2 Public  consultation  

 

The majority of respondents to the public consultation were frequent visitors to 

Perth City centre: 42% of respondents reported visiting the City centre daily and 

50% on a weekly basis. 

 

Events, cultural activities, retail and outdoor public space were all identified by a 

significant proportion of respondents as assets that would increase the 

attractiveness of the City centre (Exhibit 4). 

 

Exhibit 4: Which of the following do you think woul d 

encourage more people to visit Perth City centre? 

Percent

Events 64%

Cutural activities 54%

Additional shops 51%

Outdoor public meeting/activity space 50%

Better transport links 19%

Additional places to eat 15%  

 

Respondents were asked to choose between five different options for the future 

use of Perth City Hall: complete demolition; re-use; partial demolition; demolition 

and redevelopment; or do nothing. 

 

The responses suggest that local opinion remains divided, with about half of 

respondents in favour of complete demolition of the City Hall and a significant 

minority (about one third) in favour of re-use. 

 

If the three demolition options (complete demolition, partial demolition or 

demolition and redevelopment) are aggregated together, it could be argued that 
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there is an implied majority of respondents (64%) in favour of the principle of 

demolition; as opposed to the re-use or do nothing options (Exhibit 5). 

 

Exhibit 5: Which of the following options for Perth  City Hall do you most 

support? 

Percent

Demolish the City Hall 49%

Re-use the City Hall building 32%

Partially Demolish the City Hall 11%

Demolish the City Hall and build on the space 5%

Do nothing until the economic climate improves 4%  

 

When asked the reasons behind their views, a majority (52%) identified demolition 

as an opportunity to improve the setting of the St John’s Kirk, while others (38%) 

attached greater value to the preservation of the historic City Hall building (Exhibit 

6). 

 

The individual comments show that many local residents have strongly held views 

on this crucial question. 

 

Exhibit 6. Please state the reason for your answer above. 

Percent

Demolition will improve the setting of St John’s Kirk 52%

City Hall adds to the history of Perth 38%

Demolition will benefit the local economy 38%

City Hall is not an attractive building 37%

City Hall has no sentimental value to you 36%

Re-use will benefit the local economy 35%

City Hall is an attractive building 32%

City Hall does not add to the history of Perth 23%

Demolition will not benefit the local economy 21%

Demolition will not improve the setting of St John’s 
Kirk

18%

City Hall has sentimental value to you 17%

Re-use will not benefit the local economy 14%  

 

Amongst respondents who favoured re-use or redevelopment, cultural activity 

(32%) was significantly more popular than retail use (13%). 

 

If the City Hall were to be demolished, the most popular options for use of the 

space were also “cultural” in the broadest sense: attractive space (18%), markets 

(14%) outdoor public meeting/activity space (12%) and events (9%). 
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When asked whether the Council should subsidise the re-use of the City Hall, 53% 

said no and 37% yes.  A number of the individual comments reflected a sense of 

impatience with delays and lack of progress in deciding the future strategy for the 

building. 

 

3.3 Viewfinder survey 

 

A special questionnaire focusing on Perth City Centre and the future use of the 

City Hall was sent to Perth and Kinross Council’s Viewfinder Panel in February 

2010. It obtained a response rate of 63% (861 people) and the results therefore 

accurately reflect the population with 95% confidence to within ±3.3%. 

The key findings are summarised below. The full report is appended. 

 

�  53% of participants were either very satisfied or satisfied with Perth City 

Centre. 24% were either dissatisfied or very dissatisfied. 

 

�  The main reasons participants gave for dissatisfaction with Perth City centre 

were that there are too many empty shops (54%), limited choice of shops 

(28%) and that the area looks poor/shabby (16%). 

 

�  61% of participants stated that events would encourage people to come to 

Perth City centre more often. 

 

�  43% of participants said City Hall should be re-used. The main reasons 

participants gave supporting re-use was that ‘City Hall adds to the history of 

Perth’ (93%), ‘re-use will benefit the local economy’ (85%), and the ’City Hall is 

an attractive buildings (81%). 

 

�  34% of participants said City Hall should be demolished. The main reasons 

participants gave supporting demolition was that ‘demolition will improve the 

setting of St John’s Kirk’ (91%), ‘demolition will benefit the local economy 

(70%), and the ‘City Hall has no sentimental value to you’ (69%). 
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�  45% of participants supported one of the demolition options for City Hall 

(demolish, partially demolish or demolish and build on part of the space). The 

most frequent reason for supporting demolition in any form was that it ‘will 

improve the setting of St John's Kirk’. 

 

�  The majority (40%) of participants thought that if the City Hall is re-used it 

should be used for Cultural activity.  

 

�  The two most common uses selected by participants for space created should 

City Hall be demolished were ‘attractive space’ and ‘markets’. 

 

�  The majority of participants (38%) thought the Council should wait 2 years if 

we do nothing with City Hall at the moment. 

 

3.4 Business survey 

 

A separate questionnaire was targeted at businesses and other organisations 

based in Perth City centre. The largest group of respondents were retailers (27%) 

followed by office occupiers (14%) and restaurant/café operators (9%). 

 

Businesses were asked to choose between the same five options for the future of 

the City Hall as in the public questionnaire. About half of respondents were in 

favour of complete demolition and a quarter in favour of re-use (Exhibit 7). 

 

As in the public consultation, if the three options involving demolition/partial 

demolition are aggregated together, there appears to be an implied majority (69%) 

in favour of either complete demolition, partial demolition, or demolition and re-

use. 
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Exhibit 7: Which of the following options for the C ity Hall do 

you support most? 

Percent

Demolish the City Hall 52%

Re-use the City Hall building 25%

Partially demolish the City Hall 11%

Demolish the City Hall and build on part of the space 6%

Do nothing until economic climate improves 6%  

 

The potential benefits to the local economy and the opportunities to improve the 

setting of St John’s Kirk were identified by respondents as the main reasons 

behind their responses (Exhibit 8).  Again, the individual comments reveal strong 

views in favour of both demolition and re-use. 

 

Exhibit 8: Please state the reasons for your answer  to the 

above. 

Percent

This option will most benefit the local economy in 
general

61%

This option will improve the setting of St John’s Kirk 57%

There is no potential for it to be converted to alternative 
uses

33%

The building has no historic or architectural value 23%

This option offers potential for both a new high quality 
building and public space

15%

This option will most benefit my business/organisation 12%

The economic climate needs to improve to give a better 
chance of finding the best solution for the City Hall

9%

Investment in other options may offer potential greater 
economic benefit but in the current economic climate 
the Council should focus spending on other priorities

6%

 

 

Businesses were also asked if they would consider using space under the different 

options: 

 

�  13 businesses responded that they would be interested in occupying space 

within the City Hall if all or part of it is retained and converted. This included 7 

who indicated an interest in using the City Hall for retail, 2 for cultural activity 

and 2 for restaurant/café use. 
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�  12 businesses responded that they would be interested in occupying space 

within a new building created on the site if the City Hall is demolished. This 

included 7 who indicated an interest in retail space. 

 

�  33 businesses responded that they would be interested in using any public 

space that was created. This included 10 who indicated an interest in using 

the space for events, 9 for markets and 5 for pavement cafes. 

 

These responses suggest that there is interest from local businesses in using the 

space under re-use, redevelopment or demolition options, albeit the numbers of 

interested businesses is small (both in absolute numbers and as a proportion of 

responses). A public space generated the most interest. 

 

Similarly to the public questionnaire, a majority of respondents to the businesses 

survey (61%) were against Council subsidy of the re-use of the City Hall. 

 

Only a small proportion of businesses indicated a willingness to contribute 

financially towards the capital and revenue costs of a public space (10 businesses 

responded that they would be willing to contribute towards development costs and 

8 towards operational and maintenance costs). 

 

3.5 Market and event operators 

 

A further questionnaire was sent to local market and event operators, eliciting a 

total of 24 responses. The largest group of respondents (38%) favour complete 

demolition, closely followed by re-use (33%). 

 

Complete demolition, partial demolition and demolition and redevelopment 

together amount to 59% of respondents (Exhibit 9). 

 



Option Appraisal City Hall – Perth & Kinross Council�  

� Page 23 

Exhibit 9: Which of the following options for the C ity Hall do 

you support most? 

Percent

Demolish the City Hall 38%

Re-use the City Hall building 33%

Partially demolish the City Hall 13%

Demolish the City Hall and build on part of the space 8%

Do nothing until economic climate improves 8%  

 

The chief factor behind these responses was the potential to benefit the local 

economy, which was cited by 83% of respondents. 

 

There was a generally positive response to the prospect of occupying or using 

space under the different options: 11 expressed an interest if the City Hall is 

retained and converted; 15 if it is demolished or partially demolished and a public 

space created; 7 if the City Hall is demolished and a new building created. 

 

The respondents were primarily interested in using space for organising 

community and cultural events (particularly music). 

 

There was a fairly even split between those who thought a public space should be 

managed by the Council and those who favoured some form of independent 

management organisation. 

 

Market and event operators were generally more positive than the public or 

businesses respondents about Council subsidy for the re-use of the building (14 in 

favour and 9 against) and further marketing to find other possible uses. 

 

However, only one respondent was willing to consider a contribution to the 

development or operational costs of a public space. 

 

3.6 Implications 

�  The consultation has shown the future of the City Hall continues to divide local 

opinion. Individual statements submitted as part the questionnaires suggest 

that, for many people, it remains an emotive and polarising issue. The use of 
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Viewfinder as a means of validation confirms this with variations to responses 

to the consultation particularly in relation to potential options. 

 

�  When asked to choose between five possible options, the largest group of the 

public (49%), businesses (52%) and market and event organisers (38%) 

supported complete demolition, while about a third of the public and market 

and event organisers and a quarter of businesses supported re-use. 

 

�  The results of the Viewfinder questionnaire were less conclusive with only 

45% supportive of some form of demolition (of which 34% supported complete 

demolition) and 44% supportive of re-use. 

 

�  The consultation revealed conflicting ideas about how best to celebrate 

Perth’s built heritage and to promote economic development. Some 

respondents clearly value the City Hall as a vital piece of Perth’s heritage 

whilst others have no great affection for the building and/or attach greater 

importance to an opportunity to improve the setting of the Kirk. Equally, some 

residents view re-use as the best option to foster economic development 

whilst others believe that a public space will generate greater benefits. 

 

�  The responses indicate a scope for improvement of Perth City centre on the 

part of the public, businesses and market and event organisers. Events and 

cultural activities were identified as attractions that would encourage more 

people to visit the City centre. Potentially these uses could be delivered either 

in a building or a public space. 

 

�  There is a preference for cultural uses over retail amongst respondents who 

favour the re-use of the City Hall. If the City Hall is demolished, respondents 

favour a variety of cultural and social uses such as attractive public space, 

activities, events and markets. 

 

�  Only a small number of businesses indicated an interest in potentially taking 

space within a converted building and a majority of both businesses and the 

public opposed Council subsidy for re-use. 

 



Option Appraisal City Hall – Perth & Kinross Council�  

� Page 25 

�  The business questionnaire suggests little enthusiasm amongst the business 

community in Perth for a general levy to fund the capital or revenue costs of a 

public space, although a small number of individual businesses reported that 

they would be willing to make a contribution. 

 

·  The overall results of the consultation exercise (i.e. Viewfinder, public 

questionnaires, business questionnaires and market operators and events 

organiser questionnaires) indicate that 57% of the public, 69% of businesses 

and 58% of market and event organisers support the creation of a public space 

following some form of demolition (either full or partial) of the City Hall. 

Although it cannot be assumed that someone who supports partial demolition 

would necessarily support full demolition. 
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4. Literature & Comparator Review 

4.1 Overview 

 

The City Hall occupies an important site in the City centre with the potential to 

create benefits beyond the value of a specific use, for example through 

contribution to place making, inward investment, catalytic regeneration effects, 

fostering civic pride, inclusiveness, and so on. Unlocking this latent value is a key 

Council objective. 

 

This section of the report explores literature relevant to the options for the future 

use of the City Hall and set out a number of illustrative examples. Its purpose is to 

provide background and context to illustrate the intangible costs and benefits 

associated with the various options, which are inherently subjective and difficult to 

quantify. 

 

It should be read in conjunction with Locum’s Interim Options Appraisal Report 

(December 2009), which included a range of examples of the re-use of historic 

buildings and of public spaces, and commentary on the local and national policy 

context. 

 

4.2 Policy context 

 

4.2.1 Key local policy issues influencing a decision 

The current adopted Perth Central Area Local Plan (1997) sets out a strategic 

vision for the city centre. For the area in which the City Hall is located, it advocates 

either retail use or food and drink use, including the occupation of public space for 

pavement cafés. Indeed, in recent years, there has been an expansion of food and 

drink provision in buildings around the City Hall and St John’s Kirk. 

 

The Central Area Local Plan (1997) also indicates that the Council is prepared to 

give consideration to the creation of a major new civic space through the removal 

of the City Hall through its demolition and, further, that the Council would be 

supportive of both pedestrianisation and environmental improvements in St John’s 

Place, South St John’s Place and King Edward Street. 
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The creation of a new civic space on the site currently occupied by the City Hall 

reflects longstanding aspirations in Perth: 

 

�  To create a space similar to the square that formerly provided the setting for 

St John’s Kirk 

�  To provide a place to showcase the offer of the city centre 

�  To re-brand the Perth as a vibrant, successful and distinctive small European 

city.  

 

However, to demolish (or partially demolish) the City Hall for whatever purpose, 

the Council would need to obtain permission from the Scottish Ministers (with 

advice from Historic Scotland) to remove the City Hall’s current protected building 

status. Any such proposal would run counter to the presumption against demolition 

of a listed building in both national and local policies. This is discussed in more 

detail below. 

 

4.2.2 Re-use of historic buildings 

 

The key policy document relating to listed buildings in Scotland is the Scottish 

Historic Environment Policy. It states that it is the policy of Scottish Ministers that 

no listed building should be demolished unless it can be clearly demonstrated that 

every effort has been made to retain it. 

 

Where an applicant proposes the demolition of a listed building they have to 

provide evidence to show that: 

�  The building is not of special interest; or 

�  The building is incapable of repair; or 

�  The demolition of the building is essential to delivering significant benefits to 

economic growth or the wider community; or 

�  The repair of the building is not economically viable and that it has been 

marketed at a price reflecting its location and condition to potential restoring 

purchasers for a reasonable period. 
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Listed buildings in the UK have been converted for a wide range of uses; the costs 

and benefits will depend on the specific mix. Some examples of re-use for cultural 

and commercial activities are given in the case studies section. 

4.2.3 Placemaking 

 

Whatever option is chosen for the reuse of the City Hall or its demolition for a new 

use, best practice in place-making should inform the decision and the subsequent 

development.  Particular reference to Designing Places: A Policy Statement for 

Scotland and Designing Streets:�A Policy Statement for Scotland should be made 

as these are given are given equal weighting under Scottish Planning Policy. 

 

The Council has recently prepared a web-based Placemaking Guide for Perth and 

Kinross, which sets out the vision and best practice for managing public spaces, 

buildings and new developments.  

 

The place making implications of the future use of the City Hall site are discussed 

in detail in Locum’s Interim Report. 

 

4.3 Retail Market 

 

4.3.1 Historical Review 

In assessing the potential for retail use we have had specific regard to the best 

available research specifically focused on Perth, in particular the Ryden and 

Rodderick McLean Associates Retail Review 2006 prepared for Perth & Kinross 

Council together also with the consumer marketing research non food catchment 

analysis report prepared by RCT Analytics for Perth & Kinross Council and others 

dated August 2009 and the consumer marketing research central shopping area 

visitor survey again prepared by RCT Analytics for Perth & Kinross Council and 

others dated September 2009.  We have had specific regard to the findings of the 

recently completed public consultation.  We have also considered our own in 

house research with regard to general market conditions.   

 

In 2006, Ryden reported city centre retail stock of 610 retail units of which 41 were 

unoccupied representing approximately 7% of units and 10% of floor space.  The 

report highlighted a total of 17 retail/restaurant requirements for Perth.  The report 
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also recognised the possibility of short to medium term redevelopment of City Hall 

possible larger scale redevelopment at High Street/Mill Street, potential 

developments at Perth Railway and Bus Stations together with a proposed 

development brief for the car park at Thimblerow.   

 

The Ryden report indicated a prime Zone A rental level for Perth of £75 ranking 

Perth 16th in Scotland, a decline from 10th place in 1996.  The Ryden report also 

indicated that the prime retail area within Perth was focused on the St John’s 

Centre and High Street.  It should be noted that whilst close to both High Street 

and the St John Centre, the City Hall is not within the prime retail area.   

 

The more recent consumer marketing research data ranks Perth in 11th place in 

Scotland measured by size of retail market notwithstanding that the estimated 

market size in 2008 is considered to be 6.1% lower than found in their previous 

study in 1998.  RCT Analytics calculate that over the 10 year period from 1998 to 

2008 Perth’s catchment penetration has declined from 6.4% to 5.9%; this in turn 

means that a greater proportion of retail expenditure is being lost to other 

competing centres.  

 

The recent public consultation as considered previously indicates noteworthy 

public concern as to perceived increases in vacant shops in the city centre.  

 

4.3.2 Current Market 

The retail market in general has changed significantly since the commissioning of 

the Ryden report in 2006.  In addition to emerging market trends such as the 

dramatic growth in internet retail and e-commerce generally, the global recession 

has had a significant impact.  The table below shows Colliers International’s in 

house research view as to prime rental change in Perth City centre over the period 

from 2006 through to the current time and you will note that this table 

demonstrates a decline of some 21.4% in actual terms even before inflation is 

taken into account.  In addition Co-Star/SPN as at April 2010 records availability of 

some 69 units in Perth City Centre representing an increase over the Ryden figure 

of some 68%.  It should however be noted that the Co-Star/SPN figure also 

includes properties that are available on the market, but currently occupied that 

the Ryden figures do not include. �
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Exhibit 10: Colliers International Research - Net effective Retail Rent in Scottish 

Centres 

 Net effective Retail Rent (£/ sq ft) 

 2006 2007 2008 2009 

Perth 70 70 70 55 

Glasgow 240 250 250 210 

Edinburgh 215 220 220 180 

Dundee 110 110 110 90 

Inverness 115 115 115 100 

Aberdeen 165 165 165 145 

Elgin 40 40 40 35 

Paisley 65 65 65 50 

 

It is also of note that none of the prospective retail developments highlighted in the 

2006 Ryden report have actually been carried out resulting in no significant 

additional floor space being provided.  

 

Current retail requirements for Perth from Co-Star/SPN are registered as only 

numbering 3; a decline of 82%, further supporting the general decline in the 

market.  

 

The Ryden report in 2006 noted the recent opening of fashion retailer Esprit in 

Perth, Esprit closed in 2009.  The recent public consultation also highlighted in 

particular the continued vacancy of the former Woolworths store which occupies a 

very prime and prominent position on High Street, In addition to lack of demand, 

the continued vacancy of this unit may be influenced by redevelopment proposals 

and the demise of the controlling property company. 

 

4.3.3 Retail Context 

Whilst the above comments are rather gloomy, it is very important to recognise 

that the main underlying reasons for the difficulties in the retail sector are macro 

economic factors that affect the UK and beyond rather than localised factors 

directly relevant to Perth alone.  The sudden onset and severity of the current 

recession has yet to be effectively measured in full research terms but with a UK 

GDP decline of around 6% in 2009, the problems in the wider economy are clearly 

significant and the challenges facing retail businesses as a whole are 

unprecedented in modern times.   
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Whilst the position of the retail market in Perth is indeed gloomy to a certain 

extent, in our opinion Perth is actually proving to be more resilient than many other 

large towns/small cities in the UK.  Alongside the falling rental values has come a 

decline in the capital value of retail real estate.  This plus a lack of liquidity in 

commercial property markets has particularly impacted on secondary retail 

positions such as that occupied by City Hall.   

 

Colliers International produce annual retail development pipeline figures for UK in 

June of each year.  We were first to predict a decline in retail development 

completions back in 2007 and it is likely that our 2010 figures will show a dramatic 

drop in the completion of retail developments across the UK.  Traditionally, retail 

redevelopment has been seen as a large cash generator and often in the past a 

source of “planning gain”.  As a result retail development has rarely required pump 

priming from the public sector.  However it is empirically apparent that the 

combined effects of the recession, falling property values and changes in the 

dynamics of the retail industry have combined to create a set of circumstances, 

where in many cases the private sector will either be unable or unwilling to finance 

retail developments that would previously have been brought forward with 

confidence.  

 

These macro economic issues appear unlikely to be resolved positively in the 

short term, therefore in many cases if retail development is to be delivered in the 

short to medium term, public sector assistance will frequently be required.   

 

4.3.4 Future Retail 

The Ryden report in 2006 noted that “Rising discretionary expenditure and fewer 

shopping trips favoured larger centres offering wider ranges of goods and services 

including cities, some major towns, regional malls and prime retail parks with 

Class 1 Planning consents.” 

 

We share this view and believe that this trend has intensified since 2006 and will 

continue in the short to medium term.  In addition we would site the importance of 

quality as well as scale of offer as being vitally important and it is in this 
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competitive context that retail proposals for Perth City centre generally should be 

evaluated.  

 

Listed buildings in the UK have been converted for a wide range of uses; the costs 

and benefits will depend on the specific mix. Some examples of re-use are given 

in the case studies section 4.7 and include a range of potential uses such as retail, 

exhibition, community use, public events, conference space and markets. 

 

4.4 Public Space 

�

4.4.1 Value of the public realm 

There is an extensive body of research exploring the economic and social impacts 

of public spaces, from raising property values and rents to improving health, 

reducing crime, contributing to sense of place and creating opportunities for social 

interaction. 

 

The Scottish Government has identified the potential for good quality public realm 

to create a number of economic and social benefits: 

 

“Safe, comfortable, accessible public realm attracts residents to an area 

and encourages greater use, which can lead to greater social cohesion, 

while lack of public space reduces the opportunity for this. Economically, 

quality public realm raises property prices and increases retail spend. Key 

causal factors include pedestrianisation, street-furniture and provision of 

benches and tables in play areas. Safety measures and perceptions of 

increased safety also help increase use, particularly effective lighting, 

CCTV and designing public spaces to have natural surveillance.”2 

 

The main rationale is that attractive, well designed public space will increase 

footfall and dwell times, therefore also increasing retail and leisure spend. For 

example, in Coventry investment in streetscape, signage and a civic square is 

reported to have increased footfall by 25% on Saturdays, benefiting local traders 

enormously. 
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Work by SQW/DTZ found that turnover for businesses in a high street location 

increased by between 5 and 15% following investment in a proximate public realm 

development.3 

 

The Commission for Architecture and the Built Environment (CABE) points to a 

number of research studies to illustrate the measurable value of public spaces. 

Examples in the Netherlands show that property values increase near public 

spaces, in some cases by as much as 11%. And a detailed study of a number of 

London streets found that good design had a direct measurable impact on 

property prices and retail rents, and a public value (consumers showed a 

willingness to pay for better quality street design).4 

 

Equally, as towns and cities increasingly compete with one another to attract 

investment, quality and distinctive public spaces will become an increasingly vital 

ingredient of successful place making and destination branding. 

 

4.4.2 Challenges of unpredictable weather 

Research by Jan Gehl of the University of Copenhagen has shown that wherever 

public spaces of good quality are provided an increase in public life also takes 

place. As a result, despite the climatic differences, the level of public outdoor 

activity on a summer’s day in Copenhagen equals that of Rome.5  

 

Eating and drinking in the open air is a phenomenon that has spread across 

northern European countries. This is true of some British towns and cities but not 

on the scale that occurs on the continent (partly because the quality of the public 

realm in the UK does not allow it).  

 

�
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Exhibit 11: Breukelyn Holland    Baden Switzerland 

  

 

Exhibit 12: Perth 

  

 

 

 

Almost all UK towns, including Perth, would benefit from being much bolder in 

providing outdoor space for events, informal gathering, eating and drinking. 

George Square in Glasgow shows how a public space can be designed and 

managed to mitigate the effects of unpredictable weather: major events, such as 

the four-day Glasgow Art Fair, make use of large pavilions that can be easily 

erected and dismantled. 
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Exhibit 13: George Square, Glasgow 

  

 

Structures to support temporary canopies for events in St John’s Place were a 

feature of the design proposals prepared by BDP in 2000. The proposals 

recommended that these temporary canopies could be adaptable for use in other 

locations in Perth such as the North and South Inches. 

 

4.4.3 Safety and security 

Fear for personal safety is a significant barrier for many people to using public 

space, from fear of local social nuisance on the one hand; with fear of large scale 

threats such as terrorist attack on the other. 

 

The best strategy to minimise concerns over safety is to create an active, thriving 

public space, which will be safer and easier to manage than an empty one. A 

space that is well-lit and well-used throughout the day and the evening will, to a 

large extent, become self-policing. 

 

4.4.4 Income from public spaces 

There are a number of opportunities to generate revenue that would contribute 

towards the management, maintenance and marketing costs of a civic square, 

including trading from kiosks, advertising, and hosting markets and events. 

 

Town centre squares, streets and parks often have permanent or temporary kiosks 

selling newspapers, gifts, flowers and snacks. Permanent structures are typically 

leased by an operator paying a rent. Temporary street traders operating from a 

stall will pay the local authority for a street trading consent licence. They can be an 

attractive feature if they are of appropriate quality. 
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Exhibit 14: Munch Buggy at Hyde Park and Royal Obse rvatory, 

Greenwich 

  

The Munch Buggy is a refrigerated electric vehicle for serving coffee 

and light refreshments that costs £25,000 to buy. 

 

Advertising can also provide revenue streams, and/or contribute towards the 

installation costs of way-findings boards and street furniture. Advertising can be 

positioned alongside facilities such as maps, orientation boards, leaflets, toilets, 

telephone boxes and street furniture. 

 

Local authority approval typically takes one of two forms: media companies will 

either pay the local authority a rent for permission to locate in a public space; or 

they do a joint deal providing space for the local authority to advertise council and 

community activities. 
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Exhibit 15: Advertising in Bradford City Centre 

 

 

Subject to land ownership issues and planning permissions, poster billboards 

could also provide a regular income stream. The typical model involves an outdoor 

media company renting the space for the billboard from the site owner. They install 

and maintain the billboard, sell advertising space on a weekly basis and also pay a 

rate to the local authority. 

 

4.5 Markets and events 

 

4.5.1 Value of events and markets 

In most UK towns, local authorities and other public and private stakeholders 

support events and markets because they are perceived to have a positive effect 

by raising the profile of a destination and attracting increased footfall, including 

people who might otherwise be infrequent visitors to the town centre. 

 

Although there is a considerable body of literature on the economic impact of 

major sporting and cultural events in the UK, there is comparatively little research 

on the local impacts of smaller events and markets. 

 

In a study of a number of farmers’ and street markets in London, the new 

economics foundations (nef) found that the majority of retailers in areas 
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surrounding markets perceived benefits to their businesses and believed that the 

presence of the markets had attracted new retailers to the neighbourhoods.6 

 

An economic impact study of Perth Farmer’s Market7 estimated its direct annual 

impact at £311,000 and its indirect impact at over £800,000 (taking into account 

multiplier effects). The study also identified a number of wider impacts: benefits to 

the local economy (including employment in surrounding rural communities); 

attracting visitors; benefiting other retailers; and enhancing and diversifying choice 

in the town centre. 

 

Exhibit 16: Farmers Market Perth 

 

 

Markets also have a social value beyond their economic impacts – visitors do not 

attend markets only to spend money. Research by the Joseph Rowntree 

Foundation has found that markets are important sites of social interaction for local 

communities.8 
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4.5.2 Income from events and markets 

Public spaces, especially squares, can be used for events of many types, although 

it is not easy to generate revenue from them and it can be difficult to reconcile the 

aspiration to provide an attractive urban space with commercial activity. 

 

Popular ticketed events could potentially generate a surplus to cross-subsidise 

other cultural programming. This would require up-front investment in 

infrastructure. Some public spaces, like Millennium Square in Leeds, are purpose 

designed for staging major events with infrastructure such as load bearing, utility 

supply, storage and changing rooms built in. 

 

Occasional specialist markets such as farmers markets will typically cover the 

costs of management, marketing and post-event cleaning but they are not 

generally expected to generate a surplus. 

 

However, there are examples of markets generating a surplus. Plymouth’s 

Business Improvement District (BID) raised funds for a new public square on 

Armada Way, in the heart of the city centre. It is now used for a range of markets 

and other events. The regular farmers market has 120 stalls; each three-day 

market attracts an estimated 100,000 visits. There are about 75 market days a 

year, generating a surplus of c.£100,000 per year for the BID. 

 

4.6 Environmental impacts and sustainability 

 

4.6.1 Role of heritage in the visitor economy 

Heritage is unlikely to have a significant direct economic impact under any of the 

options for Perth City Hall (i.e. by motivating large numbers of additional visits to 

Perth specifically to see the heritage of the building). Although statutorily 

recognised, Perth City Hall lacks specific features likely to be of interest to visitors 

unlike the adjacent St John's Kirk. 

 

More pertinently, heritage can have an indirect impact by providing the context and 

setting for a wide range of destination experiences. This backdrop typically comes 

in the form of clusters of heritage buildings that combine to form townscapes, as is 
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the case in Perth’s Central Conservation Area and evidenced by recent Visit 

Scotland surveys9. 

 

Research by Locum for the North West Development Agency10 has shown that 

towns and cities with a character that is strongly influenced by heritage are 

demonstrably more attractive destinations for a variety of activities such as general 

days out, special shopping trips, having a meal, and attending a special event. 

 

This is partly because heritage creates an attractive atmosphere for retail and 

leisure experiences and partly because historic buildings and street patterns 

provide opportunities for small independent businesses to flourish. 

 

4.6.2 Social value of heritage 

The Scottish Government’s policy guidance on the role of culture and heritage in 

achieving local and national outcomes emphasises the benefits of the historic 

environment: “We value and enjoy our built and natural environment and protect it 

and enhance it for future generations”.11 

 

Further, a recent study on the social value of public spaces noted that 

regeneration schemes that override or fail to take into account local attachments to 

existing places risk undermining local communities in the longer term.12 

 

4.6.3 Sustainability 

There are environmental costs associated with the demolition of an historic 

building, Repair and refurbishment, by contrast, would preserve the City Hall’s 

embedded energy. The nef has estimated the ratio of carbon emissions from 

rebuild compared to refurbishment at 70:1, excluding the environmental impacts of 

demolition and waste disposal.13 
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The environmental cost of creating a public square would be likely to be less than 

for re-build. Environmental costs must be balanced against other potential benefits 

such as health and well-being of the local community. 

 

4.7 Case studies 

 

4.7.1 Examples of re-use: Civic buildings 

Usually the re-use or adaptation of a civic building is geared around the needs of 

current users and/or bringing together other footloose civic, cultural or community 

uses. Due to their prominence and location, historic civic buildings can provide 

distinctive city centre venues for conferences, exhibitions and public events. 

 

Haringey Council are currently in advanced stages of planning the refurbishment 

of Hornsey Town Hall , a Grade II* listed modernist building which has not been 

used for public performance since the 1980s. The Council own the freehold to the 

Town Hall and a large site surrounding the main building.  

 

Exhibit 17: Proposed re-use of Hornsey Town Hall 

 

The development options for the Town Hall are primarily civic and cultural in 

nature, with the addition of incubator/business space. It is envisaged as a centre 

for arts and enterprise. To sustain the operation without revenue subsidy, a 

significant commercial element will be included within the mix to cross-fund arts 

and community activities. The main income generating elements will be 
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office/incubator space and retail housed in an adjoining annexe to the main Town 

Hall building. 

 

Refurbishment costs are estimated at about £16 million over three phases of 

development. A key early funding stream will come from residential development 

on a portion of the site, which will enable the Council to recover its initial £6 million 

investment. The capital funding mix also includes fundraising and sponsorship. 

 

A charitable trust was established in 2007 to take the project forward and to take 

over management of the Town Hall following its refurbishment. The Council will 

lease the building to the trust but retain the freehold. 

 

The first phase of refurbishment of Shoreditch Town Hall  was completed in 2005. 

The cost of £2.3 million was financed through public and grant funding. Tower 

Hamlets Council has retained the freehold and granted a long lease to a charitable 

organisation to manage the building. 

 

Exhibit 18: Shoreditch Town Hall 

 



Option Appraisal City Hall – Perth & Kinross Council�  

� Page 43 

 

The refurbished building houses spaces for conferences, exhibitions, functions 

and so on. It is also licensed for weddings and civil partnerships. Local and 

charitable organisations are offered discounts to encourage use of the facilities. In 

addition, the building houses small studios, office space to let and a restaurant. 

 

The building has been sensitively restored, with original features maintained, 

which helps to make it a unique venue. To build on the historical interest of the 

building and its significance to the local community, especially older people, 

guided tours are planned. However, the first phase of restoration has left much 

work to be done e.g. lack of kitchen space and partial disabled access. 

 

4.7.2 Examples of re-use: Indoor markets 

Historic market halls are often challenging spaces to convert to profitable retail 

use, given the high costs of refurbishment and maintenance. However they can be 

distinctive and attractive additions to town centres, helping to create a more 

diverse retail offer. 

 

Accrington Market Hall  has recently been refurbished as part of a wider town 

centre regeneration strategy. Key to the viability of the project and its regeneration 

benefits is a new enterprise centre for starter businesses, which played a critical 

role unlocking £2 million public funding for refurbishment. The refurbished ground 

floor of the building will continue to house market stalls and a new café. 

Exhibit 19: Accrington Victorian Market Hall 
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Gourmet food markets are particularly popular all over the world. Often they are 

located in historic city centre buildings with large floor plates and spill out into 

surrounding open spaces. This is an idea that could enhance the city centre 

experience in Perth and be an attractor in its own right. 

 

The marketing collateral for Perth City Hall that preceded the previous public 

tender process mentioned the possibility of conversion to create individual retail 

units and greater permeability along the lines of historic markets such as Quincy 

Market in Boston or the English Market in Cork. The example below is a highly 

successful gastronomic market in a converted tram shed in Uppsala, Sweden. 

 

Exhibit 20: Food market in Uppsala, Sweden 

  

 

The Ferry Building  in San Francisco, which dates from 1898, is perhaps the one 

of the most famous examples of a food market in a converted historic building. The 

redevelopment was completed in 2003. The main purpose of the scheme was to 

create a unique food retail and restaurant offer next to a busy commuter ferry 

terminal that would attract visits and increase dwell time. The architects were 

inspired by stylised market halls such as Peck in Milan. 
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Exhibit 21: Ferry Building, San Francisco 

  

 

The ground floor of the vast three storey nave running the length of the Ferry 

Building is devoted to a 65,000 sq. ft. marketplace for high quality local foods. 

Many of the retailers employ sustainable production methods. Restaurants occupy 

the four corners of the nave and the interior ‘street’ is lined with local food retailers. 

The upper floors provide 175,000 sq. ft. of office space. On Saturdays the Ferry 

Plaza Farmers Market spills out of the Ferry Building and along the Embarcadero, 

attracting 5,000 visitors every week. 

 

The Port of San Francisco held a design competition in 1998 and selected a group 

of developers and investors to deliver the scheme. As part of the redevelopment, 

the ferry terminals were expanded and retailers, restaurants, conference facilities 

and attractive public realm were introduced into the surrounding area. 

 

There are many other examples of indoor food markets in converted buildings or 

historic market halls in major cities in the USA, for example Pike Place in Seattle, 

the Old Post Office in Washington DC and Chelsea Market in New York City. 

 

4.7.3 Examples of re-use: Arts and creative industries 

Centres for creative work or the creative industries are frequently housed in 

converted buildings, either alone or alongside other uses. They come in many 

different guises and can be managed and delivered by a variety of different 



Option Appraisal City Hall – Perth & Kinross Council�  

� Page 46 

organisations, such as artists collectives, further and higher education institutions, 

social housing providers (live/work space), private developers (e.g. Urban Splash 

and Urban Space Management), as well by the public sector. 

 

The needs of tenants, and the expected rental income, vary widely for different 

types of workspace. This might range from messy studio space for artists, often in 

basic warehouse accommodation or minimally converted buildings, to expensively 

equipped digital media suites with 24 hour security, cleaning and internet access. 

 

WASPS is a charity providing a network of 17 studio buildings across Scotland, 

many in converted buildings. The organisation currently receives 85% of its 

revenues from artist rentals in addition to revenue grants from the Scottish Arts 

Council and local authorities. It intends to become financially self sufficient. 

 

The Tobacco Factory  in Glasgow, WASPS flagship project, was redeveloped at a 

capital cost of £2.2 million with 72% of funding provided by the Scottish Arts 

Council.  It is a studio and events complex providing 77 artists studios, open plan 

workspaces for glass artists and ceramicists, residential flats, a café and 4,000 sq 

ft of exhibition/events space. 

 

Exhibit 22: The Tobacco Factory, Glasgow 

 

 

WASPS latest project, The Briggait, is a Grade A listed former fish market in 

Glasgow's Merchant City. It was scheduled for demolition during the 1970s but 

plans were halted due to public opposition and the building has lain derelict since 

a shopping centre development failed during the 1980s. 
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The first phase of the conversion will create 69 studios for visual artists, office 

space for creative industries and cultural organisations, a flexible exhibition and 

event venue in the main central space, a café and a new outdoor public space. 

The total area is about 5,500 sq m. The refurbishment costs (£6.3 million for the 

first phase of development) were financed through a mixture of public and grant 

funding and loans. 

 

Exhibit 23: The Briggait, Glasgow 

 

 

Conway Mill  is another example of a former industrial building adapted to house 

arts and community uses. The Mill closed during the 1970s but has been used by 

artists since the 1980s. Following a £5.5 million refurbishment it will house 20 

artists’ studios, 16 enterprise units, 2 workshop spaces and a new public reception 

facility. 

 

The main focus of the project is on social and economic regeneration through 

creating employment and incubating the creative economy. This first phase of 

refurbishment is being financed through a mix of public and grant funding. Future 

phases of development are planned to include a café, multi- purpose arts spaces 

for performances/exhibitions/conferences and additional enterprise and craft units. 
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Exhibit 24:Conway Mill, Northern Ireland 

�

 
4.7.4 Examples of public spaces 

 New Road, Brighton 

Following investment of about £1.45 million in 2007 (the top left photo shows what 

it was like before the investment), New Road has been transformed by application 

of the shared space approach and it has become the focus of a cultural quarter 

around the Theatre Royal and the Dome. 

 

Exhibit 25: New Road, Brighton 

 

Exhibit 26: New Road, Brighton 
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The Council has encouraged restaurants, cafés and bars to use the street for 

outdoor seating. The operators pay a Tables & Chairs license fee based on the 

space used plus an initial admin fee. An area of 250 sq ft will pay about £425 per 

annum towards maintenance costs. 

 

New Road is an important part of Brighton and Hove’s strategy to create a more 

mature and balanced night economy. A particularly impressive feature is the 

genuine operating partnership that exists there between the Police, the City 

Council and the private sector, through the Business Crime Reduction Partnership 

(BCRP). The scheme, which now has about 150 members, was subsidised by the 

Council during the initial set up period but is now entirely self-funding through 

membership charges. Perth has established a similar framework though the Safer 

Cities Initiative. 

 

 Millennium Square, Leeds 

This new civic square, located in the heart of Leeds city centre, was created 

through significant public and grant subsidy. The square was conceived as a new 

civic forum and entertainment centre, surrounded by historic buildings and 

enlivened by events. 

 

Exhibit 27: Millennium Square, Leeds 

  

 

The Square was designed as a major events venue with facilities such as dressing 

rooms, toilets, power supply, PA, staging, lights and lasers housed under ground. 

 

It hosts a programme of large scale concerts, civic events, markets, fairs, and 

smaller scale street entertainment. A big screen shows major sporting events live 
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and a temporary ice rink is put up in winter. The square also provides extensive 

seating and a venue for public art installations. 

 

The Square is managed within the Events Management sector of the Department 

for Leisure & Learning within Leeds City Council. Its annual budget from the 

Council is in the region of £600k, although around £350k is made back through 

sponsorship, events, hires, etc. 

 

Against capital cost was £12 million, the square is estimated to have secured £150 

million of inward capital investment into the surrounding Civic Quarter.14 

 

 Rope Walks, Liverpool 

The Rope Walks is an area of about 35ha that formerly served the docks in 

Liverpool. It has a dense urban grain with narrow streets and a concentration of 

historic buildings. 

 

Exhibit 28: Rope Walks, Liverpool 

  

 

As part of a comprehensive regeneration project a number of listed buildings were 

demolished, to make way for new buildings and open spaces. A total of six new 
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public squares were developed to increase permeability and to create nodes of 

activity in key locations. The project has transformed the area from a run down 

and declining neighbourhood to a vibrant creative quarter with a growing resident 

community. 

 Mirror Pool Park, Bradford 

Bradford has directed significant amounts of public funding into its central public 

space in the hopes of driving wider regeneration. The central focus of the 

masterplan is a large new City Park designed by Will Alsop, including an iconic 

“mirror pool” feature and space to accommodate major events for up to 10,000 

people. 

 

The development will cost in the region of £22 million. It is expected to drive 

significant rental uplift at the surrounding properties, the Odeon Cinema and the 

Business Forest (a 400,000 sq ft planned office development surrounding the 

Park), in addition to employment, image and cultural and social benefits. 

 

A report by Locum in 2008 estimated that the park could attract up to 2.2 million 

additional visits to Bradford each year and about £80 million of direct spending. 

 

Exhibit 29: Bradford Mirror Pool 
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4.8 Implications 

 

�  Examples from elsewhere show that either re-use, redevelopment or a civic 

square could potentially provide a space for social interaction, a venue retail, 

leisure, civic and cultural activities and an attraction for visitors. The nature of 

the economic and social benefits is primarily a question of programming (i.e. 

what the space is used for), funding, scale, access and visibility, amongst a 

host of other factors. 

 

�  There is a clear presumption in favour of re-use in the national policy on listed 

buildings. A case for demolition would rest on re-use not being viable and/or 

delivering significant economic and community benefits through an alternative 

use. 

 

�  The examples above and in the Interim Report show that in many cases re-

use  of historic civic buildings is only made possible by significant public sector 

or grant subsidy of capital costs and ongoing revenue costs. The City Hall is a 

particularly challenging case because there is no existing tenant to be re-

housed and no large and footloose occupiers in Perth that would appear to be 

suitable anchor tenants. 

 

�  Re-use of the City Hall would have a special value due to the history of the 

building and it could be argued that the demolition of such a building would be 

detrimental Perth’s historic townscape. On the other hand, the demolition of 

the City Hall could be seen to provide opportunities to enhance the setting of 

Perth’s most important heritage building, the St John’s Kirk. Demolition of the 

City Hall for this purpose was part of the strategy underpinning the decision to 

build the new Concert Hall at Horse Cross.  

 

�  A civic square would have a special value due to the place-making benefits 

unique to public spaces, especially given that Perth currently lacks adequate 

public space in the city centre. In addition, both qualitative and quantitative 

research has found evidence linking investment in public realm with the 

increased attractiveness of an area to residents, businesses and visitors, and 

with wider quality of life and social benefits. 
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�  The creation of new public spaces is often a feature of regeneration schemes. 

However we are not aware of any examples of the de-listing and demolition of 

a listed building specifically in order to create a new public space. There are a 

small number of examples where buildings have been de-listed due to 

community and economic benefit arguments in favour of redevelopment but 

this tends to occur in the context of a major regeneration initiative to transform 

a wider area (e.g. Ropewalks in Liverpool). 

 

�  Design is a key factor in the success of public spaces. They should be 

accessible, engaging, adaptable to multiple and flexible uses, distinctive and 

sensitive to the local environment. However, design alone does not create 

attractive and well-used public spaces. The conditions of success include 

good management, servicing, maintenance, safety, and crucially animation. 

Creating a successful public space will therefore require an ongoing resource 

commitment for management, marketing and maintenance. 

 

�  Invariably any proposal to re-use or demolish a listed building is a 

controversial and emotive issue amongst the local residents and a wider 

community of interested stakeholders. It is not the purpose of this report to 

make recommendations about the symbolic, personal and social value of the 

City Hall or its importance in the collective memory of the local population and 

their sense of place. Nonetheless the Council should be aware of these issues 

and they should be factored into the eventual decision on the future of the City 

Hall. 
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5. Option Appraisal – Appraisal Criteria 
 

“To utilise Perth & Kinross Council’s property asse ts in such a way that 

delivers ‘best value’ for Perth and the local autho rity area” 

 

The target is to implement a strategy for Perth City Hall in accordance with the 

above stated aim and each Option will be measured by the following criteria: -  

 

·  Best Value – Target to Meet Best Value requirements of the following: 

o Development Costs / Reciepts to provide the highest financial 

receipt 

o Socio Economic and Environmental Benefits to provide the highest 

level of benefit 

·  Time - Target delivery within 3 years - in line with guidance set by Scottish 

Public Sector Finance Manual for dealing with Surplus Assets. 

·  Risk - Target to provide the lowest risk option. 

·  Quality – Target to supply the best quality possible based on the targets 

above and the relationship of options to other schemes and the wider 

impacts on the urban landscape. 

 

CRITERIA APPRAISAL MEASURES 

BEST VALUE 

Development 

Costs / 

Receipts  

Target to provide the highest financial receipt 

Where applicable a financial appraisal of the Option under consideration 

will be completed in order to comparatively examine the viability in 

development terms of each of the Options. This will be based on market 

assumptions and informed by information provided by Perth & Kinross 

Council. 

 

Development Costs / Receipts will be scored out of 5 with a weighting 

of 15.   
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CRITERIA APPRAISAL MEASURES 

BEST VALUE 

Socio Economic 

and 

Environmental 

Benefits 

Target to provide the highest level of benefit 

A view of the Socio Economic and Environmental Benefits which can be 

derived from the Option under consideration will be examined and these 

will be quantified where possible.  Intangible benefits will also be 

considered, taking account of the results of the Public Consultation, 

examples contained in the previous Locum research and the Literature and 

Comparator Review in section 4 of this report. This element is necessarily 

considered subjectively. 

 

Socio Economic and Environmental Benefits - Financi al Factors will 

be scored out of 5 with a weighting of 15.  

 

Socio Economic and Environmental Benefits - Intangi ble Factors will 

be scored out of 5 with a weighting of 15.  

 

TIME 

 

Target delivery within 3 years - in line with guida nce set by Scottish 

Public Sector Finance Manual for dealing with the S urplus Assets 

Each of the options will be appraised against the timescales to completion, 

which includes disposals, planning and physical development. This will 

factor in elements of risk associated with the options. 

 

Time will be scored out of 5 with a weighting of 10 .  
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CRITERIA APPRAISAL MEASURES 

RISK 

 

Target to provide the lowest risk option 

An assessment risks and uncertainties associated with the option under 

consideration will be made, The risk inherent in the Option will be identified 

by the likelihood and severity of each. Given the potential value and 

complexity of property projects, it is imperative that the project is ‘de-risked’ 

as much as possible. Risk will be assessed in terms of planning / statutory 

risk, operational risk, risk in deliverability, market risk and political risk. 

 

Risk will be scored out of 5 with a weighting of 35 . 

 

QUALITY 

 

Target to supply the best quality possible 

An assessment of the quality of the option will be made, where quality is 

defined as the option’s capacity to meet a recognised demand in Perth City 

centre, in a way that compliments other schemes and has a beneficial 

impact on the urban landscape. 

 

Whilst the other project criteria are more important in terms of relative 

weighting, quality is still an important factor. 

 

Quality will be scored out of 5 with a weighting of  10. 
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6. Options for Consideration 

 

6.1 Option 1 - ‘Do Nothing’ / ‘Do Minimum’ 

 

In order to completely assess the alternative decisions for any Options Appraisal 

exercise, the ‘do nothing’ or ‘do minimum option’ must always be considered as a 

potential choice for any public body considering a decision.  In regard to Perth City 

Hall, the ‘do nothing’ option in reality requires a limited amount of action, so should 

be regarded as a ‘do minimum’ option. 

 

The Scottish Public Finance Manual (SPFM) determines that “Holdings of assets 

should be kept under constant review with a view to disposing of surplus assets as 

quickly as possible. Surplus land and buildings should usually be disposed of 

within 3 years of being identified as surplus”.  This guidance results in a positive 

obligation on Perth & Kinross Council, which means that Perth City Hall, as a 

surplus asset, must as a minimum be considered for disposal. 

 

Perth City Hall as a building is a surplus asset and Perth & Kinross Council has 

previously sought to dispose of this asset in what was considered at the time to be 

the ‘Best Value’ route. Eventually the private sector failed to provide a ‘Best Value’ 

delivery within the required timescales of a development agreement despite two 

extensions to deadlines. Subsequent socio-economic, economic and financial 

market changes, brought about alterations to the proposed delivery which 

sufficiently diverged from the original proposals to an extent that the Council, after 

taking professional advice, decided that the proposals could no longer be 

considered with any degree of confidence to be delivering ‘Best Value’. For a full 

background on the matter we would refer the reader to the Council report on the 

Perth City Hall Development as discussed at Special Council Meeting of 2nd 

September 2009 and the follow up report discussing on 16th December 2009; both 

of which include details of the unsuccessful Wharfside scheme for the re- 

development of the City Hall. 

 

The ‘do minimum’ option should therefore be to continue to maintain the property 

in its current condition and to continue to seek a market led solution for the 
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property through marketing of its availability and proper consideration of any 

proposals which are forthcoming. In addition to this there is an identified need to 

as a minimum complete some environmental improvement works, and it has been 

assumed that in the ‘Do minimum’ scenario these works will be carried out.  In 

principle however, taking into consideration the strategic importance of Perth City 

Hall a ‘Do minimum’ strategy is an unsatisfactory course of action. 

 

Given the prevailing property market conditions it is unlikely and also a high risk 

strategy to determine that another period of relative inactivity would generate a 

satisfactory outcome.  It can be said that no economic, social or intangible benefits 

can be derived as a result of maintaining the status quo, as the building is not 

currently in beneficial use. For Option Appraisal purposes historic costs are not 

considered relevant; however ongoing running costs and maintenance are as well 

as the risk to Perth & Kinross Council in maintaining a ‘do minimum’ policy for 

Perth City Hall. 

 

It should be noted that this ‘do minimum’ approach does not relate to the proposed 

re-use options which will be considered later in this document for a retail / 

commercial led and cultural led development solutions, these will be separately 

appraised as potential schemes in the context of previous market engagement and 

public consultation. 

 

The ‘do minimum’ option relates to a relatively re-active approach being taken to 

the marketing of the property and can be regarded as a default hold position from 

a property owners perspective.  As noted above local authorities following 

guidance of The Scottish Public Finance Manual (SPFM) should seek to dispose 

of surplus property as quickly as possible, and it should be marketed and disposed 

of within 3 years. This option is undefined in terms of timing, for the purposes of 

this exercise. 

 

In planning terms for this option, there is no requirement to engage in any activities 

and delivery in this regard is likely to be slower where any alterations to existing 

planning consents or lapsed consents are required.   
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There is a further reputational risk to Perth & Kinross Council by following this ‘do 

minimum’ approach to managing its estate, and in order to mitigate this risk, the 

strategy being employed should be widely promoted and will require to be the 

most robust in relative terms.   

 

6.2 Option 2 - Re-Use of the Building 

�

6.2.1 Option 2.1 -  Retail / Commercial led Redevelopment 

This was the preferred use previously identified by Perth & Kinross Council and 

considered in the earlier Locum Consulting Study. 

 

Perth & Kinross Council completed a thorough marketing and selection process in 

eventually selecting Wharfside as a preferred developer.  Despite extensive 

efforts, Wharfside were unable to fulfil their obligations and failed to attract retailer 

interest citing the recession as the reason for this failure.  In order to ensure that 

this option is fairly evaluated, in addition to reviewing the Wharfside proposals, we 

have also reviewed other submissions put forward at the time and considered the 

situation afresh in the light of current market conditions. For the purposes of our 

development appraisal we have adopted a gross floor space of 26,444 sq ft and a 

net lettable floor space of 13, 937 sq ft.   

 

From our observations of the retail market set out in Section 4.3 of this report there 

has clearly been a marked deterioration over recent months and whilst there are 

some signs that the wider economy is returning to growth there remain many 

challenges facing the retail market.  The number of open market transactions for 

both lettings and sales has declined significantly to a point where there is 

insufficient market volume to rely upon market comparables for evidence.  

Accordingly we have had to adopt what we consider to be reasonable market 

assumptions with regard to achievable rental rates, tenant incentives and other 

aspects of value.   

 

In order to assess the viability of option 2.1 we have completed an industry 

standard Argus Development appraisal we have also prepared a sensitivity 

analysis showing the impact of variations on changes in some of the value 

elements in recognition of the fact that we have had to make assumptions and 
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also recognising that current market conditions are turbulent and potentially 

subject to unusually rapid movement.  The figures provided do therefore take 

account of a number of possible changes in circumstance.   

 

Construction costs have been arrived at based on consulting estimated 

construction costs indexed from the BCIS (Building Cost Information Service) 

database, which collects prices from more than 15,000 projects.  We have also 

had regard to previous proposals for the re-use of the property and applied our 

own knowledge and experience of development on a variety of schemes, to 

formulate assumptions on cost. The main assumptions relating to the appraisal are 

highlighted below and explicit in the appraisal summary (appendix 4) and building 

plan (appendix 1). 

 

Main Assumptions 

·  Values as today’s date – i.e. no cost or price inflation.  

·  Ground conditions are normal. 

·  Environmental improvement works to the streetscape are undertaken. 

·  No remedial decontamination is required. 

·  Floor areas and gross to net ratio are approximately equivalent to the 

scheme proposed by Wharfside Regeneration Ltd which was successfully 

selected as a preferred development option previously.  

·  A further income stream can be derived from location of mobile retailing 

units/stalls within the development. We have assumed this income to be 

higher risk and applied an appropriate risk premium to an income 

equivalent of £40,000 per annum. 

·  Aggregate professional fees on construction are assumed to be 10%. 

·  Town Planning and Survey Fees assumed. 

·  Demolition costs have been assumed to be nil on this option. 

·  Legal and agents fees on the acquisition have been assumed to be fixed at 

£15,000 and £25,000. 

·  Marketing costs assumed £20,000. 

·  n.b. No SDLT /Finance costs on the acquisition are produced by a £0 land 

value.   

·  No statutory Local Authority fees. 

·  Developers profit on cost 20% on costs fixed.   
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·  Contingency assumed 10%. 

·  Interest rate on debt assumed 4.5%. 

·  Arrangement fee on finance of £30,000. 

·  We have assumed a rental differential between ground floor and first floor 

units of £40 per sq ft to £20 per sq ft on the upper floor.  

·  We have assumed that there will be no requirement on the developer to 

provide any streetscape works other than those required for the 

development.   

·  No extra costs have been accounted for within the development appraisal. 

Commentary 

As we can see from the Development Appraisal above, there is a negative gross 

land value in the order of -£1.387m. 

The sensitivity analysis shows the viability of this development is inherently weak 

in financial terms.  The best case scenario with yields down 1%, construction costs 

down 10% and rental income up 5%.  A gross negative value of -£0.491m is 

produced. Assuming the worst case scenario with yields up 1%, construction costs 

up 10% and rental income down 5%, a value of -£2,182m is produced.  (See 

appendix 16.) 

 

As you will note from the gross to net areas used, there is an extremely low gross 

to net ratio, which is a result of the physical constraints of the building and impacts 

negatively on the prospects of retail led redevelopment.  A redevelopment of the 

building will therefore have proportionately high costs and lower than expected 

rental income.  

 

The development appraisal determines a significantly negative outcome of -

£1.487m for the proposed development, which demonstrates that there is a major 

risk associated with attempting to deliver a market led solution without significant 

capital subsidy from Perth & Kinross Council.  

 

In planning terms there is a significant risk associated with alterations to a 

Category B listed building, which could result in lengthy delays and a 

compromised scheme once planning negotiations have taken place.  This could 

further compromise the viability of any development appraisal/business plan which 
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would perhaps result in either non delivery of the scheme envisaged or indeed a 

requirement for further subsidy by Perth & Kinross Council. 

 

The large differential between the gross and net areas is an indicator that the 

building is inherently inefficient which is unsurprising as clearly the City Hall was 

never originally designed as a retail building.  The design is compromised in a 

number of areas due to issues surrounding the façade floor levels and structure of 

the building.   

 

This weakness in design also increases the letting risk in what is already a weak 

market and there must be further doubt that with a compromised building and 

weak demand, securing and retaining full occupancy will be challenging.   Against 

a backdrop of increased availability of secondary units elsewhere in Perth City 

centre, there are also perhaps wider issues concerning the appropriateness of 

increasing the supply of additional retail floor space.  This view is supported by the 

comments of local businesses in the recently completed public consultation, where 

there is very limited interest from businesses in occupying space in City Hall.   

 

At this Option Appraisal stage, costs in this development appraisal are not able to 

be fully defined, this is an assumed scheme based on previous proposals for 

appraisal purposes.  A professional team including quantity surveyors or engineers 

could be instructed to provide accurate construction and infrastructure costs; these 

would serve to enhance the robustness of this appraisal.  

 

We have accounted for the results of this Development Appraisal in the main 

Option Appraisal and this will be used in assessing the overall strength of this 

option.  

 

6.2.2 Option 2.2 -  Cultural Led Redevelopment 

 

A cultural led redevelopment has also been proposed by previous work as an 

alternative use for the City Hall. In terms of hierarchy of value, cultural led uses 

tend to generate considerably less (often negative) revenue compared to retail 

development.  However, there can be socio economic, environmental, cultural and 

intangible benefits as a result of this type of use.   
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Concept 

If appropriately refurbished, examples of the re-use of historic civic buildings 

elsewhere suggest that the City Hall could provide an attractive cultural venue. 

However the market opportunity for cultural re-use is limited by the nature and 

scale of Perth’s existing cultural facilities.�

�

The success of Perth Concert Hall and Perth Theatre are signs of a thriving 

cultural sector, sustained by demand from both residents and visitors. The Concert 

Hall is estimated to attract 105,000 visitors per annum to events and exhibitions 

and £3.5 million net additional expenditure in Perth and Kinross.15 We are also 

advised of demand locally for additional gallery and event space and meeting 

space for community groups. 

 

Taking account of previous and current proposals for the re-use of the City Hall, a 

comprehensive refurbishment to create a multi-purpose space capable of hosting 

a mixed programme of events, exhibitions and performance appears the most 

appropriate cultural re-use option. Alongside the main events space(s) the building 

could potentially also accommodate ancillary uses such as catering, retail, 

conference and meeting facilities, and office or studio space to rent. 

 

Interest in the re-use of the City Hall for cultural purposes has been expressed by 

Heritage Solutions, a locally based firm with experience of the cultural re-use of 

historic buildings, and Arts Space, a local social enterprise. We understand these 

proposals would be reliant on public or grant subsidy. 

 

Capital costs 

The pursuit of this option would in all likelihood be dependent upon securing 

substantial grant funding towards the capital costs of refurbishment. It is 

understood that there could be prospects of securing funding for this type of 

proposal from the likes of The Heritage Lottery fund or Historic Scotland although 

again this would be dependent on the nature of proposals and the degree of 

intervention proposed to the existing fabric of the building. 

�
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It is difficult to predict the funding mix at this stage or to estimate what level of 

external funding or Council contribution might ultimately be required. For the 

purpose of this exercise we have based capital costs on the amended 

Wharfide/Artspace proposals which reflected less internal and external 

intervention to the fabric of the building. 

 

Revenue costs 

A cultural re-use of the City Hall is unlikely to be viable without some level of 

revenue subsidy. Indeed, a cultural use is likely to come with its own subsidy 

requirement rather than being in a position to take on the maintenance costs of an 

historic building. While many cultural facilities are complemented by retail, catering 

and corporate hire businesses, these are rarely capable of generating sufficient 

income to cover the costs of the core operation. 

 

Experience elsewhere shows that other UK local authorities subsidise major 

cultural venues in their area, whether the venue is managed in-house by the 

Council, operated by an independent trust or contracted out to a commercial 

operator. The range of subsidy varies widely depending upon factors such as the 

character and quality of the programme and the nature of the operation. 

 

The size of the City Hall building and its prominent position in the city centre 

suggest that it could potentially accommodate a cultural venue of regional 

importance. The local authority revenue subsidy for this scale of facility would 

typically be in the range of £150,000 to £300,000 or greater. To sustain a level of 

subsidy at the bottom of this range venue management would need to prioritise 

activities most likely to deliver a profit margin, for example catering, private and 

corporate hires, and popular events/performance, and seek alternative sources of 

grant funding to support cultural programming. 

 

The consultation exercise has indicated that a majority of the public and local 

businesses do not support Council subsidy for re-use, and the Council has 

indicated that at the present time no significant subsidy for the cultural re-use of 

the City Hall would be available, given its pre-existing financial commitments to 

supporting arts and culture in Perth. 
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In order to estimate indicative costs of providing a space suitable for cultural 

activities, we have taken the same gross areas as those required for the Retail 

Development Option 2.1.  We have enhanced the construction cost element, in 

line with information provided by BCIS indexes. The main assumptions relating to 

the costs are noted below but are explicit in the appraisal summary (appendix 5) 

and building plan (appendix 1). 

 

Main Assumptions 

·  Values as today’s date – i.e. no cost or price inflation.  

·  Ground conditions are normal. 

·  Environmental improvement works to the streetscape are undertaken. 

·   

·  No remedial decontamination is required. 

·  Gross Floor areas as per Option 2.1. 

·  No income included in the appraisal. 

·  Aggregate professional fees on construction are assumed to be 10%. 

·  Town Planning and Survey Fees assumed. 

·  Demolition costs have been assumed to be nil on this option. 

·  Marketing costs assumed £20,000.  

·  No statutory Local Authority fees.   

·  Contingency assumed 10%. 

·  Interest rate on debt assumed 4.5%. 

·  Arrangement fee on finance of £30,000. 

·  We have assumed that there will be no requirement to provide any 

streetscape works other than those required for the development.   

·  No extra costs have been accounted for within the development appraisal. 

 

Commentary 

Cost of development for Option 2.2 is in the order of -£4.212m, with a net subsidy 

required above this and accounted for in the appraisal of the option along with the 

potential economic benefits provided by this option. 
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The sensitivity analysis shows that should construction costs reduce by 10%, the 

cost of this option would fall -£3.803m, correspondingly should construction costs 

increase by 10%, the cost of this option would increase to -£4.621m. (See 

appendix 17.) 

 

In order to ascertain accurately the revenue potential of this option, a full business 

plan etc. would be required, as well as detailed studies of the potential programme 

and capacity for this type of use.  However as this is a benchmarking exercise 

further demand studies in relation to this appraisal need not be considered.  This 

approach is in line with the HM Treasury Green Book Guidance on Option 

Appraisals, which indicates that the commissioning of further studies to ascertain 

levels of demand should be commensurate with the resource decisions being 

considered.    

 

We have therefore, approached this component of the Option Appraisal by 

including a representative figure for the likely level of the subsidy required on 

ongoing basis for a cultural use.  In addition we have recognised and accounted 

for benefits, both in quantitative and intangible terms in scoring the Options.  

 

Wider impacts 

It is difficult at this stage to assess the costs and benefits of a cultural re-use of the 

City Hall (or part of the City Hall if the building were to be partially demolished) as 

much would depend upon the venue’s mission and objectives. 

 

Apart from intrinsic value, the main rationale for local authority investment is that 

cultural provision and participation is instrumental to a wide array of tangible and 

intangible benefits: learning, training and skills, employment creation, inward 

investment, tourism, quality of life, and so on. 

 

With regard to the City Hall, cultural re-use would have potential benefits such as: 

·  Providing an additional arts and cultural venue in the heart of the City 

centre, where it could be easily accessed by local residents 

·  A distinctive and high profile attraction that would enhance the image of 

Perth and contribute to tourism and inward investment marketing 
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·  An attraction that would benefit the wider visitor economy in Perth 

extending dwell times and spending 

·  Helping to enliven the City centre, especially in the evenings 

·  An opportunity to provide increased cultural and learning activities 

particularly targeted at groups with low levels of participation, such as the 

young and the disabled 

·  Directly creating jobs and opportunities for volunteering, training and skills 

development. 

 

Within the remit of this study, it is not possible to quantify these wider impacts 

such as jobs and training opportunities created, visitors attracted, increased 

business turnover and enhanced image value. 

 

Risk 

As with any re-use option, there is a significant planning risk associated with 

alterations to a Category B listed building. 

 

The main operational/financial risks associated with cultural use would include: 

 

·  The subsidy requirement increases, either because of failure to generate 

sufficient income, failure to secure other sources of funding or high 

operating costs. This is a significant risk given the high operational fixed 

costs of a listed building and the absence of any existing large scale 

cultural user for the City Hall. It would be vital to undertake robust business 

planning and to budget for the costs of long term maintenance and 

renewal. 

 

·  The venue fails to attract a substantial number of additional visitors to 

Perth and hence the economic impact is less than anticipated and not a 

‘best value’ use of public sector resources. 

 

Further, it would be crucial to identify a complementary use for the City Hall and to 

work in partnership with other cultural organisations in the City.  
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A cultural re-use of the City Hall would potentially become a more attractive option 

should clear evidence of additional need be demonstrated and capital and revenue 

funding be available. 

 

6.3 Option 3 -  Partial Demolition  

 
Option 3.1 -  Partial Demolition and Re-Use of the Building for a 
Retail/Commercial Led redevelopment 
& 
Option 3.2 -  Partial Demolition and Re-Use of the Building for a Cultural 
Led redevelopment 
 

It has been suggested that if the viability of a full re-use of the Perth City Hall in 

retail or cultural led schemes is questionable. There may be a case where a 

development solution which lies between complete re-use and complete 

demolition can provide both significant public open space associated with Civic 

Square for uses to be discussed in Option 4, while retaining the Portcullis end of 

the City Hall Building for either Retail / Commercial or Cultural led development. 

 

Clearly the same issues are pertinent as discussed above in regard to Option 2 

and we would refer the reader to the relevant sections for comment in relation to 

the implications of development led by Retail /Commercial and Cultural uses. 

 

We have assessed the gross and net space which could potentially be provided by 

retaining the Portcullis this part of the building and accounted for the costs in 

providing Civic Space and completing a partial demolition of the existing buildings. 

 

The design solution represented by a partial demolition and partial reuse may be 

regarded as a ‘half way house’ and may not provide the benefits associated with a 

true civic square and accordingly have made adjustments proportionate with the 

areas involved and potential benefits which can be garnered from providing such a 

Civic Square space.   

 

Option 3.1 

Partial Demolition and Re-Use of the Building for R etail Led Redevelopment 
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In order to assess the viability of Option 3.1 in terms of commercial development 

approach, we have again completed an Argus Development Appraisal of this 

option and carried out sensitivity analysis on the development appraisal, to show 

how changes in key input criteria affect the values produced.  In order to perform a 

development appraisal, we have had to make a large number of assumptions on 

the basis that this is a high level and outline exercise in order to ascertain the 

potential costs involved. 

 

In relation to the partial demolition of the property and proposed re-use of the 

Portcullis end of the city hall, we have assumed gross internal areas for this 

property and assumed that it can be occupied by a single commercial operator 

with a more normative gross to net ratio of 75% lettable space. 

 

As well as an improvement in the efficiency of usable area, it would be reasonable 

to assume that a redevelopment involving a new build would also produce a better 

quality of space that may be more appropriate for modern retailers and may also 

afford more flexibility.  However, rather than reflecting a significant uplift in rental 

value, this would, in our opinion, be likely to reduce the level of tenant incentives 

and very slightly improve the capitalisation rate.   

 

The assumptions relating to each stage of each phase are broken down further 

below and further details are provided in the appraisal summary (appendix 6) and 

building plan (appendix 2). 

 

Main Assumptions  

·  Values as today’s date – i.e. no cost or price inflation.  

·  Ground conditions are normal. 

·  Environmental improvement works to the streetscape are undertaken. 

·  No remedial decontamination is required. 

·  Floor areas and gross to net ratio are closer to normal levels at 75% gross 

to net ratio. 

·  Aggregate professional fees on construction are assumed to be 10%. 

·  Town Planning and Survey Fees assumed. 

·  Demolition costs have been assumed to be £0.125m on this option as per 

cost information provided by Perth & Kinross Council. 
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·  Legal and agents fees on the acquisition have been assumed to be fixed at 

£15,000 and £25,000. 

·  Marketing costs assumed £20,000. 

·  n.b. No SDLT /Finance costs on the acquisition are produced by a negative 

land value.   

·  No statutory Local Authority fees. 

·  Developers profit on cost 20% on costs fixed.   

·  Contingency assumed 10%. 

·  Interest rate on debt assumed 4.5%. 

·  Arrangement fee on finance of £30,000. 

·  We have assumed a rental differential between ground floor and first floor 

units of £40 per sq ft to £20 per sq ft on the upper floor.  

·  We have assumed that there will be no requirement on the developer to 

provide any streetscape works other than those required for the 

development.   

·  No extra costs have been accounted for within the development appraisal. 

 

Commentary 

As we can see from the Development Appraisal above, there is a negative land 

value of -£0.221m associated with this option.  

 

The sensitivity analysis shows the viability of this development is weak in financial 

terms.  The best case scenario with yields down 1%, construction costs down 10% 

and rental income up 5%; an extremely slim positive value of £0.031m is 

produced.  In the worst case scenario with yields up 1%, construction costs up 

10% and rental values down 5%, a value of -£0.447m is produced.  (See appendix 

18.) 

 

We have carried forward the values from this Development Appraisal into the main 

Option Appraisal element and this will be used in assessing the overall attributes 

of this option.  

 

 

Option 3.2 
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Partial Demolition and Re-Use of the Building for C ultural Led 

Redevelopment 

In the same way that we have utilised Argus Developer Software to provide ‘order 

of magnitude’ development costs in relation to the provision of space for Cultural 

use in Option 2.2, we have adopted the same approach in relation to Option 3.2.  

 

In order to estimate indicative costs of providing a space suitable for cultural 

activities, we have taken the same gross areas as those required for the Retail 

Development Option 3.1.  We have enhanced the construction cost element, in 

line with information provided by BCIS indexes. The main assumptions relating to 

the costs are noted below but are explicit in the appraisal summary (appendix 7) 

and building plan (appendix 2). 

 

Main Assumptions 

·  Values as today’s date – i.e. no cost or price inflation.  

·  Ground conditions are normal. 

·  Environmental improvement works to the streetscape are undertaken. 

·  No remedial decontamination is required. 

·  Gross Floor areas as per Option 3.1. 

·  No income included in the appraisal. 

·  Aggregate professional fees on construction are assumed to be 10%. 

·  Town Planning and Survey Fees assumed. 

·  Demolition costs have been assumed to be £125,000 for this option. 

·  Marketing costs assumed £20,000.  

·  No statutory Local Authority fees.   

·  Contingency assumed 10%. 

·  Interest rate on debt assumed 4.5%. 

·  Arrangement fee on finance of £30,000. 

·  We have assumed that there will be no requirement to provide any 

streetscape works other than those required for the development.   

·  No extra costs have been accounted for within the development appraisal. 

 

Commentary 
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Cost of development for Option 3.2 is in the order of -£1.155m, with a net subsidy 

required above this and accounted for in the appraisal of the option along with the 

potential economic benefits provided by this option. 

 

The sensitivity analysis shows that should construction costs reduce by 10%, the 

cost of this option would fall to -£1.064m, correspondingly should construction 

costs increase by 10%, the cost of this option would increase to -£1.245m. (See 

appendix 19.) 

 

As before for Option 2.2, in order to ascertain accurately the revenue potential of 

this option, a full business plan etc. would be required, as well as detailed studies 

of the capacity for this type of use.  However as this is a benchmarking exercise 

further demand studies in relation to this appraisal need not be considered.  This 

approach is in line with the HM Treasury Green Book Guidance on Option 

Appraisals, which indicates that the commissioning of further studies to ascertain 

levels of demand should be commensurate with the resource decisions being 

considered.    

 

We have therefore, approached this component of the Option Appraisal by 

including a representative figure for the likely level of the subsidy required on 

ongoing basis for a cultural use.  In addition we have recognised and accounted 

for benefits, both in quantitative and intangible terms in scoring the Options, as 

noted in section 7.  

 

The question of scaling has also been incorporated into the potential impacts and 

required levels of subsidy which are considered in the wider appraisal.  It is 

particularly important to note that the partial scheme suffers negatively from 

inverse quantum effects, i.e. there is a minimum capital expenditure threshold. 

6.4 Option 4 - Demolition of Perth City Hall and Re development as a Civic 
Square 
 

It has long been an aspiration of Perth & Kinross Council that Perth City should 

have a major civic space around which it could centre outdoor public events, in 

much the same way as other cities in the United Kingdom. Indeed in 1997 the 
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Perth Central Area Local Plan stated that consideration would be given “to the 

creation of a new major civic space, through the removal and relocation of the city 

halls in addition to the pedestrianisation and environmental improvement in St 

John’s Place and King Edward Street”.  

 

Prior to this, in 1996, an unsuccessful bid was made to the Millennium 

Commission to fund the provision of a new city square, including the erection of a 

new civic building at Horse Cross. The aspirations of the Millennium Build have 

now been partially achieved through the development of the new Perth Concert 

Hall, however the removal of the City Hall and the associated environmental 

improvements have not yet taken place. 

   

The detail of the Wharfside Proposals and the ultimate failure to be delivered has 

been discussed at length in previous reports and by the Council themselves. It 

would therefore seem that the option to create a significant new civic space within 

Perth City centre, could indeed be the most attractive option to pursue in this 

location at the present time and that there is a real opportunity to deliver this long 

term aspiration of the Council on the site where the City Hall is presently located.  

 

It should also be noted at the outset of considering this option that as the City Hall 

building is category B listed, any application for demolition would require to be 

determined by Scottish Ministers who will take advice from Historic Scotland.  This 

is a significant application to make; however, there are a variety of compelling 

reasons for exploring this route.  As will be discussed further here and as has 

been noted in the Literature and Comparator Review, there is a potential delivery 

of the significant benefits in socio economic and community terms, which can 

potentially be realised through the provision of a new civic space in this location. 

 

Concept 

Perth lacks a large public space in the city centre to accommodate events and 

activities and to provide a gathering point for citizens and visitors. If the City Hall 

building were to be completely (or partially) demolished, the site would provide a 

high visibility central location for such a public space. 
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A useful notional target would be to produce 100 days of event and cultural activity 

per year to achieve a rounded amount of use and to avoid the “tumbleweed 

effect”. The mix of activities could include: 

 

·  Farmers markets – Perth Farmers Market currently takes place once a 

month and demand from traders is greater than the current space allows. A 

civic square would enable the market to be scaled up, with a larger number 

of stalls, and potentially for it to occur more often (say twice per month). 

 

·  Specialist markets – Existing markets such as the continental market, 

gardeners market and craft market could use the new public square and 

share infrastructure for the expanded farmers market. It would also be 

possible to attract new types of market, for example an antiques market or 

specialist food markets e.g. cheese or beer festival. 

 

·  One-off major cultural events – A square would provide a venue to 

showcase Perth’s cultural offer. Ideas could include: an open air summer 

music festival in collaboration with the Concert Hall, perhaps over two or 

three days; inviting a performance or visual artists to “dress the square; a 

beach sports festival linked to the annual volleyball competition. 

 

·  Cultural animation – Animation and entertainment helps to bring a public 

space alive. One good model is to attract a street-type festival along the 

lines of ‘Streets Alive’ or France’s ‘Fete de la Musique’ that feature an 

international standard competition for street performance. 

 

·  Seasonal events and activities – Seasonal events could include an Easter 

Fair, Christmas tree and lights, and a winter ice rink. 

 

·  General promotions – A large number of community groups and other 

organisations currently use the high street for promotions and could 

potentially be re-located to a civic square. 

 

Capital costs 



Option Appraisal City Hall – Perth & Kinross Council�  

� Page 75 

The capital costs of creating the square would depend on the extent of area that is 

included. Paving the area to the fullest extent possible, include the City Hall 

footprint, all of St John’s Square, the area around the war memorial and King 

Edward Street, is estimated to be in the region of £1.838m, including animation of 

the public space, an indicative drawing is provided in Appendix 3. Cost information 

provided by Perth & Kinross Council in regard to the capital cost of public realm 

improvement works is included in Appendix 13. 

 

The cost of undertaking the demolition, assumed to be £85,000 and costs 

associated with obtaining the necessary planning consents, assumed to be 

£40,000 have been factored into an Argus appraisal (appendix 8) and carried 

forward into the wider appraisal of this option. 

 

Revenue 

The revenue potential from a civic square will depend upon the extent to which the 

Council is prepared to balance a commercial approach against a public good 

approach to the management and programming of the space. 

 

Funding is imperative to initiate and stage a rounded calendar of events and 

activities. The comparators in section 4 provide some examples of the approach 

taken in other towns and cities. 

 

A programme including a substantial number of subsidised cultural activities would 

require a revenue subsidy in the region of £100,000. This assumes in-house 

management by Perth City Centre Management (PCCM), although management 

by an independent trust or a commercial market/event operator would also be a 

possibility. 

 

Over a sustained period the investment can be reduced by means of sponsorship, 

rental revenue, advertising, concessions, site specific licensing and by promoters 

and organisers taking the financial risk to stage events. 



Option Appraisal City Hall – Perth & Kinross Council�  

� Page 76 

 

Exhibit 30: Indicative revenue costs for civic square 

Item £ Comment

Maintenance and repair (£28k) PKC estimate £25-28k per annum

Management and marketing (£50k) To fund 1 FTE plus event marketing

Cultural events and animation (£60k) Net of sponsorship and event income

Farmers market - Assumed to be revenue neutral

Other specialist markets £5k Assumed to generate a small surplus

Concessions £10k Say 2 at £5k rent per annum

Commercial hire for promotions £12k Say 4 per annum at £3k each

Advertising boards and banners £13k Say 6 at £75 rent per week, 35 weeks per annum (allowing for 
void periods and promotion of Council events and activities)

(£98k)  

Wider impacts 

It is difficult task to estimate the impact of a civic square – as it would be for any 

public realm related project - because its impact will only partly be a factor of its 

direct effect in attracting people to central Perth.  

The direct impact on the visitor economy would primarily result from spending by 

people attracted to the events taking place in the square. In the medium- to long-

term, its more profound impact is likely to be in revitalising the city centre and 

particularly the historic Central Conservation Area: 

·  A contemporary re-interpretation of the original urban form of the City 

which formerly included public space for markets and events around St 

John's Kirk 

·  A great enrichment to the daily lives of the people who live, work and study 

in the immediate local area. Many local people would pass through it once 

or twice a day. 

·  Enhanced profile, self confidence and local pride generated by an 

attractive public space in central Perth. This, in turn, would contribute to 

increased inward investment and tourism. 

·  Potential uplift in the property values and rental levels in the immediate 

area. 

From an environmental perspective, the potential benefits include greatly 

enhanced pedestrian access and visibility in and around St John’s Square. This is 
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particularly significant for St John’s Kirk, a Category A Listed Building. The Kirk 

has recently been awarded Town Centre Regeneration Funding from the Scottish 

Government for refurbishment as a cultural, education, religious and tourist venue.  

 

Risks 

The planning and political/reputational risks associated with an application to de-

list and demolish a listed building should not be underestimated. These are 

common to any of the options involving demolition.  

The major market and operational risks associated with this option are: 

·  A shortfall of event income and sponsorship results in an increase in the 

subsidy requirement. It is difficult to predict event attendance in advance, 

not least because the effects of the weather. To mitigate this risk as far as 

possible the programme of events and activities would be monitored and 

assessed year on year, and scaled up or down in response to demand. 

·  A shortfall in non-event revenues (for concessions, advertising etc.) causes 

the subsidy requirement to increase. Although the likelihood of missing 

income targets is significant, the amount of income involved is relatively 

small. 

·  The square fails to capture the public imagination and is not a well-used 

space. This would result in reduced social and economic benefits to Perth 

and potentially social and environmental costs due to anti-social behaviour, 

litter, etc. This risk could be mitigated by adopting best practice in design 

and “place making” as well as budgeting appropriate staff and financial 

resources for management and maintenance. 

·  Lack of supply or interest from market operators. The consultation 

indicated a significant level of interest in using a public space (83% of local 

markets and events operators and 34% of businesses in the St John’s 

area). However, despite evidence of frustrated demand from traders for a 

larger Famers Market, the capacity to scale up the market and hold it more 

frequently has not yet been tested with local producers. Equally, there is a 

limited supply of specialist markets currently visiting towns of Perth’s size 
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and status. To mitigate this risk, the Council would need to be prepared to 

take on a managing and organising role if required. 
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6.5 Option 5 -  Full Demolition and New Build of a New Facility 
 
Option 5.1 -  Retail Led/Commercial Redevelopment 
& 
Option 5.2 -  Cultural Led Development 
 

In order to ensure that the options are explored fully as part of this appraisal 

exercise, the short list options also include a “do maximum” option which provides 

for the development of an entirely new property on the site of the existing City Hall.  

There are a number of fairly dramatic assumptions which have to be made in order 

to consider this option, not least of which is that full demolition of the existing 

building has been achieved, this has already been highlighted in this report and is 

not without significant risk and has been taken into account when scoring this 

option.   

 

6.5.1 Option 5.1 - Full Demolition and New Build of Facility; Retail Led 

 

In order to assess the viability of Option 5.1 in terms of commercial development 

approach, we have again been completed and Argus Development Appraisal of 

this option.  Development Appraisals are extremely sensitive to small changes in 

input data and we have also carried out a sensitivity analysis on the development 

appraisal, which indicates how changes in key input criteria affect the values 

produced.  To enable a development appraisal, we have made a large number of 

assumptions on the basis that this is a high level and outline exercise in order to 

ascertain viability. 

 

We have considered a development scheme which requires the demolition of the 

City Hall in order to fully appraise all of the available options.  In order to 

benchmark a potential new build development on the site, we have incorporated 

the gross areas estimated to be provided on the re-use Option 2.1.  We have 

made the further assumption that in a new build development a more normative 

gross to net ratio can be achieved of 75%.   
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In order to deliver a scheme of the type proposed in this option, an extended 

development period would undoubtedly be required due to obtain appropriate 

planning, historic building demolition and complete the marketing required.  There 

would also indeed be an additional risk in terms of reputational risk to the Council 

for pursuing replacement rather than re-use, which although is commercially 

driven, does not necessarily deliver additional benefits which could not be 

achieved within other schemes within Perth & Kinross such as the Mill Street/High 

Street redevelopment.   

 

As indicated in previous retail commentary within this report the City Hall building 

occupies a secondary location and in a market where prime buildings such as the 

former Woolworths store are not being taken up, the viability of speculative new 

retail development in a secondary location on this scale is clearly a high risk 

approach.  Wharfside have marketed the opportunity extensively in the not too 

distant past with the market having deteriorated further since then.  Accordingly, 

we consider it unrealistic to assume any significant pre-lets which would reduce 

the risk.  In practice, we consider it unlikely that any private developer would 

commit to completion of a new build development without a substantial pre-let.  

However on the basis of a new built facility which would be more attractive to 

occupiers and likely to attract a better standard of covenant from the market we 

have reduced the yield applied to the lease and increase the assumed rent by 5%, 

we have however maintained the level of incentives as applied in Option 2.1. 

 

In market conditions as difficult as those currently being experienced, the costs 

associated with redevelopment are difficult to justify in prime high value locations, 

therefore it is unsurprising that the development appraisal under this option is 

unviable.  

 

As before, Construction costs have been arrived at based on consulting estimated 

construction costs indexed from the BCIS (Building Cost Information Service) 

database, which collects prices from more than 15,000 projects.  We have had 

regard to information provided to us and applied our own knowledge and 

experience of development on a variety of schemes, and made assumptions on 

cost. We have also included a slightly reduced construction cost of £115 per sq ft 

compared to £120 per sq ft required for re-use, this recognises the employment of 
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more efficient building techniques as a result of a modern development, however 

in light of the fact that a very high quality development scheme would be required 

and difficulties in building in this city centre location a proportionate premium has 

been applied. 

 

The main assumptions relating to Option 5.1 are broken down further below and 

explicitly in the appraisal summary (Appendix 9). 

 

Main Assumptions  

·  Values as today’s date – i.e. no cost or price inflation.  

·  Ground conditions are normal. 

·  Environmental improvement works to the streetscape are undertaken. 

·  No remedial decontamination is required. 

·  Floor areas and gross to net ratio are closer to normal levels at 85% gross 

to net ratio. 

·  Aggregate professional fees on construction are assumed to be 12%, 

which is higher than in other instances on the basis that a new structure is 

required for this option. 

·  Town Planning costs are assumed to be higher on the basis that Option 

5.1 requires demolition of a listed building and a rebuild. 

·  Survey Fees assumed. 

·  Demolition costs have been assumed to be £0.085m on this option as per 

cost information provided by Perth & Kinross Council. 

·  Legal and agents fees on the acquisition have been assumed to be fixed at 

£15,000 and £25,000. 

·  Marketing costs assumed £20,000. 

·  n.b. No SDLT /Finance costs on the acquisition are produced by a negative 

land value.   

·  No statutory Local Authority fees. 

·  Developers profit on cost 20% on costs fixed.   

·  Contingency assumed 10%. 

·  Interest rate on debt assumed 4.5%. 

·  Arrangement fee on finance of £30,000. 
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·  We have assumed a rental differential between ground floor and first floor 

units of £42 per sq ft to £21 per sq ft on the upper floor.  

·  We have assumed that there will be no requirement on the developer to 

provide any streetscape works other than those required for the 

development.   

·  No extra costs have been accounted for within the development appraisal. 

 

 

 

Commentary 

As we can see from the Development Appraisal above, there is a negative land 

value of £0.087m associated with this option. The sensitivity analysis shows the 

viability of this development is weak in pure financial terms.  The best case 

scenario with yields down 1%, construction costs down 10% and rental income up 

5%, a value of £0.997m is produced.  In the worst case scenario with yields up 

1%, construction costs up 10% and rental values down 5%, a negative value of -

£1.100m is produced. (See appendix 20.) 

 

It must also be remembered that this development would be taking place in direct 

association with a grade A listed building and therefore further risk associated with 

new development here which does not make use of the existing building would 

undoubtedly prove problematic. 

 

Given the significance of the assumption to demolish a listed building and 

redevelop on the existing site on the basis of the same building footprint; we have 

carried out further floor area sensitivity testing for this option, on the basis that a 

new development would be restricted to a reduced footprint.  When this is 

considered there is a significant impact on the land receipt, as the table below 

shows. Further more there would be an increased cost of public realm works as a 

result of a reduced building footprint the approximate effects of which we have 

shown below. 

 

Exhibit 31: Effects of a reduced building footprint  (see appendix 22) 
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Building 

Area 

Gross GF 

Area 

Additional 

Public Realm 

(sq ft) 

@ 

£300psm 

(£27.87psf) 

Gross 

Residual 

Land Value 

Less additional 

costs (ex 

finance) 

0% 14193 0   -£86,956 -£86,956 

10% 14193 1419.3  £    39,556  -£105,189 -£144,745 

20% 14193 2838.6  £    79,112  -£123,422 -£202,534 

30% 14193 4257.9  £   118,668  -£141,656 -£260,324 

40% 14193 5677.2  £   158,224  -£159,889 -£318,113 

50% 14193 7096.5  £   197,779  -£178,589 -£376,368 

 

 

To conclude, the Development Appraisal for this part of the option indicates that in 

financial terms, demolition and redevelopment of a new building is unviable as a 

commercial development proposition. Not to mention the extremely high risks 

associated with this option. 

 

We have carried forward the values from this Development Appraisal into the main 

Option Appraisal element and this will be used in assessing the overall attributes 

of this option.  

 

6.5.2 Option 5.2 - Full Demolition and New Build of Facility: Cultural Led 

 

In the same way that we have made assumptions relative to the footprint of the 

building and costs for Option 5.1 we have utilised Argus Software to calculate 

development costs of the facilities in this option. This indication of capital costs for 

this project are based on a new development and  we have utilised a consistent 

approach in revenue terms as per Option 2.2 and Option 3.2, incorporating a 

benchmark level of required subsidy rather than attributing income streams to a 

facility who’s market position and business plan are at the present time purely 

theoretical.  

 

Again the benefits indicated in Option 2.2 are relevant to this Option and we would 

refer the reader to this section for a detailed account.  These factors have been 

included in the consideration of this Option. 
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In order to estimate indicative costs of providing a space suitable for cultural 

activities, we have taken the same gross areas as those used for the Retail 

Development Option 3.2.  We have enhanced the construction cost element, in 

line with information provided by BCIS indexes from £120 psf to £125psf. The 

main assumptions relating to the costs are noted below but are explicit in the 

appraisal summary, in appendix 10. 

 

Main Assumptions 

·  Values as today’s date – i.e. no cost or price inflation.  

·  Ground conditions are normal. 

·  Environmental improvement works to the streetscape are undertaken. 

·  No remedial decontamination is required. 

·  Gross Floor areas as per Option 5.1. 

·  No income included in the appraisal. 

·  Aggregate professional fees on construction are assumed to be 12%, 

which is higher than in other instances on the basis that a new structure is 

required for this option. 

·  Town Planning costs are assumed to be higher on the basis that Option 

5.1 requires demolition of a listed building and a rebuild. 

·  Survey Fees assumed. 

·  Demolition costs have been assumed to be £85,000 for this option. 

·  Marketing costs assumed £20,000.  

·  No statutory Local Authority fees.   

·  Contingency assumed 10%. 

·  Interest rate on debt assumed 4.5%. 

·  Arrangement fee on finance of £30,000. 

·  We have assumed that there will be no requirement to provide any 

streetscape works other than those required for the development.   

·  No extra costs have been accounted for within the development appraisal. 

 

Commentary 
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Cost of development for Option 5.2 is in the order of -£4.349m, with a net subsidy 

required above this and accounted for in the appraisal of the option along with the 

potential economic benefits provided by this option. 

 

The sensitivity analysis shows that should construction costs reduce by 10%, the 

cost of this option would fall to -£4.044m, correspondingly should construction 

costs increase by 10%, the cost of this option would increase to -£4.885m. 

 

As before for Option 2.2 and 3.2, in order to ascertain accurately the revenue 

potential of this option, a full business plan etc. would be required, as well as 

detailed studies of the capacity for this type of use.  However as this is a 

benchmarking exercise further demand studies in relation to this appraisal need 

not be considered.  This approach is in line with the HM Treasury Green Book 

Guidance on Option Appraisals, which indicates that the commissioning of further 

studies to ascertain levels of demand should be commensurate with the resource 

decisions being considered.    

 

We have therefore, approached this component of the Option Appraisal by 

including a representative figure for the likely level of the subsidy required on 

ongoing basis for a cultural use.  In addition we have recognised and accounted 

for benefits, both in quantitative and intangible terms in scoring the Options, as 

noted in section 7.  
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7. Socio Economic and Environmental Benefits 

This section describes the tangible and intangible social, economic, and 

environmental costs and benefits of the options and assesses the fit with Council 

objectives. 

 

Approach 

Previous surveys of local residents and visitors undertaken as part of capacity 

assessments provide some evidence of the factors that would potentially motivate 

additional visits to the City Centre. 

 

Past surveys have indicated that the public desire and would use additional 

comparison shopping in the city centre and this would increase its attractiveness 

as a shopping destination. Surveys have also indicated that enhanced cultural 

provision and environmental improvements may increase the attractiveness of the 

City Centre as a place to visit.  

 

The most recent consultation has confirmed these views but nonetheless it is 

difficult to quantify the impact of each option. There are a number of reasons for 

this: 

·  The difficulty of predicting how the different options might influence 

decisions to visit the city centre and spend there (i.e. how to account for 

additionality and displacement). Retail provision or a programme of cultural 

events and activities in either a building or public space will motivate some 

additional visits in their own right. However, the main impact will probably 

be to provide “another reason” to visit Perth, or to extend the time spent in 

the City centre. 

 

·  Uncertainty over the programme of cultural and other activities that would 

take place in either a building or a civic square. Visitor numbers would 

need to be tested against market demand and an annual programme 

showing the anticipated calendar of events alongside projected attendance 

levels. 
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·  The lack of comparable information. There is no baseline figure from which 

to project uplift in visitor numbers or expenditure. In particular it should be 

noted that there is no currently accepted method of calculating economic 

impact generated by public realm development.16 

 

All costs and benefits in an options appraisal need to be clearly described and 

quantified where this is possible and meaningful. 

 

We have therefore adopted a weighting and scoring approach that brings both 

economic impacts and other unvalued social and environmental factors into the 

appraisal, informed by examples and benchmarking (see the literature and 

comparator review in section 4) as well as previous surveys and the recent 

consultation exercise. 

 

Description of costs and benefits 

The table below summarises the costs and benefits for each of the options. 

 

�
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Exhibit 32: Summary description of socio economic a nd environmental costs/benefits 

Description Benefits Costs 
Option 1.0 - Do Nothing / Do 
Minimum 
 

 
�  Limited economic and social benefits from the 

continued operation of the Farmers’ Market once 
per month at its current constrained size 

 
�  Urban blight caused by a vacant and decaying 

building in a key city centre location 
�  Negative impact on the setting of St John’s Kirk 

Option 2.1 - Re-use for 
retail/commercial uses 
 

 
�  An addition to Perth’s retail offer, helping to attract 

people into the city centre and to extend dwell 
times 

�  Direct employment created 
�  Sensitive conversion would help to celebrate 

Perth’s heritage and contribute to place making 

 
�  Potentially a high level of displacement of visitor 

expenditure from other retailers in Perth 
�  Continuing negative impact on the setting of St 

John’s Kirk 

Option 2.2 - Re-use for 
cultural activities 
 

 
�  Strong local demand for cultural activities 
�  Attract additional visitors and spend to the City 

centre, for example by encouraging day visitors to 
stay longer or to stay overnight 

�  Social benefits such as opportunities for 
volunteering, spaces for community events and 
activities 

�  Direct employment created 
�  Sensitive conversion would help to celebrate 

Perth’s heritage and contribute to place making 

 
�  Potentially a high level of displacement of 

audiences and visitor expenditure from other 
cultural attractions in Perth 

�  Continuing impact on the setting of St John’s Kirk 
�  Ongoing revenue subsidy commitment 

Option 3.1 - Partial demolition 
and re-use of the building for 
retail/commercial uses 
 

�  Similar to the benefits of re-use for 
retail/commercial uses but at reduced scale 

�  Public space for social interaction, community 
events and activities but at reduced scale from full 
demolition 

�  Sensitive conversion would help to celebrate 
Perth’s heritage and contribute to place making 

 
�  Potentially a high level of displacement of visitor 

expenditure from other retailers in Perth 
�  Ongoing revenue subsidy commitment 
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Description Benefits Costs 
Option 3.2 - Partial demolition 
and re-use of the building for 
cultural activities 
 

�  Similar to the benefits of re-use for cultural 
activities but at a reduced scale 

�  Public space for social interaction, community 
events and activities but at reduced scale from full 
demolition 

�  Sensitive conversion would help to celebrate 
Perth’s heritage and contribute to place making 

 
�  Potentially a high level of displacement of 

audiences and visitor expenditure from other 
cultural attractions in Perth 

�  Ongoing revenue subsidy commitment 

Option 4.0 - Full demolition to 
create a civic square 
 

�  Strong demand from public consultation 
�  Local businesses in the St John’s area perceive  

benefits to their businesses 
�  Significant demand from event organisers and local 

businesses to participate in events 
�  Similar social benefits to partial demolition above 

but at a larger scale and higher visibility 
�  Greatest potential to contribute to place making in 

central Perth 
�  Enhancement to the setting of St John’s Kirk and 

St John’s Square 
�  A new experience currently lacking in Perth which 

would potentially result in reduced displacement of 
visitor expenditure 

 
�  Potential for noise and public nuisance 
�  Destruction of a historic building valued by some in 

the community 

Option 5.1 - Full demolition 
and new build for 
retail/commercial uses 
 

 
�  Similar benefits to retail/commercial re-use 
�  A new building would provide an opportunity for 

best practice in design and place making 

 
�  Destruction of a historic building valued by some in 

the community 
�  Continuing negative impact on the setting of the St 

Johns Kirk 
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Description Benefits Costs 
Option 5.2 - Complete 
demolition and new build for 
cultural activities 
 

 
�  Similar benefits to cultural re-use 
�  A new building would provide an opportunity for 

best practice in design and place making 

 
�  As above plus ongoing revenue subsidy 

commitment 
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Fit with objectives 

We have developed the decision matrix below to assess fit with the Council’s 

economic, social and environmental objectives (derived from the Community Plan, 

Corporate Plan, Economic Development Strategy and Local Development Plan). 

Each objective is weighted from 1 to 5 (where 1 is low and 5 is high). 

Exhibit 33. Weighted objectives 

 

Objectives
Weighting
(out of 5) Comment

1 Respond to demand from local residents 5 Have surveys and the public consultation indicated a preference for 
this type of use?

2 Respond to demand from local 
businesses

4 Has the consultation with local businesses indicated a preference for 
this option?

3 Stimulate the visitor economy 3 Will it create a complementary attraction that will help to attract footfall 
and increase visitor expenditure in the City Centre?

4 Not displace visitor spending 3 Will it provide a new experience attracting additional (not displaced) 
visits to the City Centre or causing visitors to extend their stay?

5 Revitalise the city centre 3 Will it raise the profile of Perth, animate the city centre, remove urban 
blight and help to attract further investment?

6 Create social and community benefits 3 Will it contribute towards objectives such as inclusivity, local identitiy, 
social cohesion and civic pride?

7 Contribute to place-making in central 
Perth

5 Will it contribute towards the Council's place-making approach in 
central Perth?

 

Each option is then scored according to how well it advances each of the objectives. 

The scoring system is straightforward: a score of Very Low (1) indicates the option 

is considered unlikely to deliver the objective at all; a score of Very High (5) 

indicates the option is considered likely to deliver the objective to the largest extent. 

 

This exercise depends upon equal treatment of the options and relative scoring 

rather than focusing on the absolute numbers. 
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Exhibit 34: Scoring of the options against weighted  objectives  
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1.

2.
2.

3.
1.
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4. 5.
1.

5.
2.

1 Respond to demand f rom local residents 5 Very Low Low Medium Low Low High Very Low Very Low

2 Respond to demand f rom local businesses 4 Very Low Low Medium Low Low High Very Low Very Low

3 Stimulate the visitor economy 4 Very Low Medium High Medium High High Medium High

4 Not displace visitor spending 3 High Low Low Medium Medium High Low Low

5 Revitalise the city centre 3 Very Low High High High High High Medium Medium

6 Create social and community benef its 3 Very Low Medium High Medium High High Medium High

7 Contribute to place-making in central Perth 5 Very Low High High High High Very High Medium Medium

Weighted total 36 77 93 80 87 113 60 67

Rank 8 5 2 4 3 1 7 6
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Resident and Visitor Expenditure 

In addition to assessing fit with objectives, the Council has requested that we make 

an explicit assessment of enhanced turnover in Perth city centre relative to the 

different options. 

 

The indicative estimates of direct expenditure provided below are based on the 

limited primary research available and professional judgement. 

 

Do Nothing/ Do Minimum 

The economic impact study of the Farmers Market estimated its direct annual 

impact at £311,000 and average spend per visit at £28. This implies about 11,200 

visits per annum to the monthly Farmers Markets alone. Taking into account other 

markets currently held in the city centre, the total number of visits might be in the 

region of 15,000 per annum. 

 

Assuming 15,000 visitors and average spend of £28 per visit the ‘deadweight’ 

expenditure associated with the do nothing/ do minimum option would be £420,000 

per annum. 
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Retail Expenditure 

With regard to retail expenditure we have focused primarily on figures for 

comparison goods, which we anticipate to be the predominant use within each of 

the assumed retail led options. 

 

The Ryden Report in 2006 indicated an estimated expenditure potential on 

comparison goods of £5,227 per sqm at 2004 prices In Perth City centre.  According 

to the KPMG and the Scottish Retail Consortium retail sales monitor figures, like for 

like sales in Scotland have increased by a cumulative total of around 10% for the 5 

years up to the quarter ending January 2010.  This would therefore suggest an 

updated figure (all other things being equal) of around £5,750 per sqm.  By 

comparison the 2009 RCT report suggests Perth has lost ground in recent years, so 

we have assumed a slightly more conservative rate of £5,500 per sqm.   

 

The Ryden Report identifies significant potential capacity for comparison floorspace 

to be added to Perth whilst the RCT Report suggests that Perth’s effectiveness and 

attractiveness as a retail centre has weakened on a relative basis during a time 

when little new retail floorspace has been added to Central Perth.  This would tend 

to suggest that additional retail floor space should be of benefit to Perth City centre.  

However, the increasing number of vacant and available retail properties in the city 

appears to contradict this.   

 

One possible explanation for the apparent contradiction is that to be effective in 

today’s competitive market, new retail floorspace needs to be the right size in the 

right place, in the right physical condition and available at the right price.  An 

empirical analysis of the available shop units in Perth suggests that the majority are 

small units in secondary locations. Accordingly there is a distinct possibility that the 

addition of more small retail units will perhaps exacerbate some of the existing 

issues, rather than add to the diversity of Perth’s retail offer.  

 

The scale of the net retail provision within a redeveloped City Hall under any of the 

options is relatively small and unlikely in scale to have a major impact on shopping 

patterns or Perth’s overall attractiveness as a retail centre.  Taking into account the 

secondary location and current market conditions, we believe it is reasonable to 

suggest that a high proportion of the sales generated would be displacement 
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expenditure. This in effect means sales being generated at the expense of existing 

retailers, as opposed to ‘new money’. This could accelerate the existing weakening 

of secondary and tertiary retail locations elsewhere in the city centre.   

 

Actual performance would of course be determined by the eventual scheme 

configuration and tenant line up. A very strong and innovative tenant line up could 

have a material impact on performance above our expectation.  However, having 

particular regard to current market conditions, the immediate availability of a large 

number of units elsewhere in the city centre and the abortive Wharfside marketing 

we do not believe it is reasonable to make a more positive assumption in this 

regard. 

 

A new build retail scheme should provide space more appropriate to the demands 

of modern day retailing and floorspace that should of itself make more of a direct 

and positive impact on retailing patterns in Perth. We would expect such a scheme 

to perform more strongly and generate a higher proportion of new sales as opposed 

to displacement. 

 

As the City Hall occupies a secondary position albeit close to prime, the average 

turnover should in our opinion be lower than the average.  We would also expect 

the level of turnover to vary according to the suitable retail efficiencies of the 

respective development proposals with a re-use of the existing building being least 

efficient and a demolition and complete re-build being most efficient.   

 

Under all options we believe there is likely to be a significant displacement factor as 

previously stated. We estimate this could be between up to 90% of turnover. 

 

Accordingly we have adopted the following rates for each of the three retail 

scenarios:��

�
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Exhibit 35: Indicative estimates of net Retail expe nditure in Perth 

(see also appendix 23 for Net Present Value calcula tion) 

�

Expenditure Motivated by Cultural Uses and Public Space 

The main assumptions used to estimate the gross visitor expenditure in the City 

Centre resulting from the cultural and public space options are as follows: 

 

�  The Farmers Market could be both scaled up and held more frequently and a 

full programme of other markets, events and activities would be programmed for 

any new public space.17 This would result in visits more than doubling to 40,000 

if the City Hall is partially demolished and tripling to 60,000 if it is completely 

demolished (due to the larger scale of events that could be accommodated). 

 

�  Spend per visit by people visiting Perth for the purpose of attending a market, 

event or activity in a new public space would be £20, which is below the level at 

the existing Farmers Market but higher than the “at destination” spend reported 

by people attending a special event in the North West Day Visits Survey 

2007/818. 

 
�

�� �0<#�����������������������2�������6��3������� ���� ��"��������������������������� ���!�������!���
������������������=�����������.�� ����������������� ��������� ���������������! �����$�����������������
����������
�������������������"�������������"�������� ���%�

Options 

Base 
Sales 
Rate 

Displacement 
Factor 

Multiplier  

Adjusted 
Sales 
Rate 

Net 
Internal 

Area 
(psm)  

Net 
Annual 

Turnover 
Increase  

(£k) 

Net 
Present 

Value 
(£m) 

2.1.Re-Use of the 
Building: 
Retail/Commercial 
Development 5000 10% 500 1294.7473 0.647m  £5.384m  
3.1.Partial Demolition 
and Re-Use of the 
Building: 
Retail/Commercial led 
redevelopment  5250 10% 525 405.973 0.213m  £1.773m 
5.1.Full Demolition and 
New Build of a New 
Facility: Retail 
Led/Commercial 
Redevelopment 5500 10% 550 1842.4857 1.013m  £8.428m 
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�  A large number of visitors will extend their stay in the City centre due to the 

opportunities to watch and participate in activities in a new public space or 

simply to socialise. It is assumed that 70,000 people per annum would extend 

their stay if the City Hall is partially demolished and used for retail / commercial 

uses, and this would increase to 100,000 if the remaining structure is occupied 

for cultural uses. Further to this it is assumed 150,000 people would be 

influenced if the City Hall is completely demolished, this is due to the larger 

scale of events and activities that could take place. Extra spend per visit is 

assumed to be £3. 

 

�  A cultural facility (either re-use or new build) is assumed to attract 60,000 visits 

per annum spending £37 per visit19. This is a bullish assumption reflecting 

visitor numbers to Perth’s existing cultural attractions and the high profile central 

location of the building. 

 

�  Net Present Value is calculated on the basis of 10-year persistence of benefits 

at a discount rate of 3.5%. 

 

�

�	 �'�� ��#��� ����$�����;8-&%����	%�
�
 �
������������$������.������ ���������������������� �������������������������� �"��������#�������
:���%��
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Exhibit 36: Indicative estimates of expenditure in Perth 

 

 

The above table provides indicative estimates of the expenditure in Perth and 

Kinross attributable to the various options. We would emphasise the tentative 

nature of the assumptions and that these gross estimates do not take into account 

any displacement or multiplier effects. 

 

A relative scoring of displacement has been factored into the weighted scorecard 

(Exhibit 34). Option 4, full demolition to create a civic square, has been given a 

more favourable rating than cultural re-use on the grounds that a public space of 

some scale would provide the best venue for new events, activities and experiences 

that are currently lacking in the city centre.  
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.

2.
2.

3.
1

.

3
.2

.

4 5.
2

.

Visits directly influenced by this option 15,000 60,000 100,000 140,000 210,000 60,000
Of which …

Visits motivated by markets, cultural events and activities 30,000 40,000 60,000

People who extend their stay in the city centre 70,000 100,000 150,000

Spend per trip in Perth £28 £37 £37

Visits to markets, cultural events and activities £20 £20 £20

People who extend their stay in the city centre £3 £3 £3

Total gross expenditure £420k £2,220k £810k £1,100k £1,650k £2,220k
Net Present Value £3,493k £18,463k £6,736k £9,148k £13,722k £18,463k
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8. Ongoing Resource Implications 

As discussed in Section 6, the do nothing/ do minimum option and the options 

involving cultural activities and/ or public space will involve an ongoing resource 

commitment by Perth and Kinross Council, which we have expressed as a net 

preset value in the table below. 

 

Assumptions: 

�  Commercial operators would cover ongoing costs for the retail/commercial 

options 

�  Outturn stabilises in Year 3 following an increased contribution during the initial 

set-up period (except do nothing / do minimum option) 

�  Discount rate of 3.5% 

 

Exhibit 37: Cashflow and 10-year Net Present Values  

 

 

The option with the best NPV will not necessarily deliver the best value for money. 

The analysis against wider economic, social and environmental objectives and 

adjustment for risk is designed to expand the appraisal beyond narrow cost 

considerations and to give an indication of the trade-offs involved. 

Indicative
Outturn Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

1. Do Nothing  / Do Minimum

Cashflow (£10k) (£10k) (£10k) (£10k) (£10k) (£10k) (£10k) (£10k) (£10k) (£10k) (£10k)
Net present value (£83k)

2.2. Re-Use of the Building: Cultural led Developmen t
Cashflow (£200k) (£240k) (£220k) (£200k) (£200k) (£200k) (£200k) (£200k) (£200k) (£200k) (£200k)
Net present value (£1,721k)

3.1. Partial Demolition and Re-Use of the Building: Retail/Commercial led redevelopment 
Cashflow (£100k) (£120k) (£110k) (£100k) (£100k) (£100k) (£100k) (£100k) (£100k) (£100k) (£100k)

Net present value (£860k)

3.2. Partial Demolition and Re-Use of the Building: Cultural Led redevelopment

Cashflow (£150k) (£180k) (£165k) (£150k) (£150k) (£150k) (£150k) (£150k) (£150k) (£150k) (£150k)

Net present value (£1,290k)

4. Full Demolition of the City Hall and Re-Use of th e site for a Civic Square

Cashflow (£100k) (£120k) (£110k) (£100k) (£100k) (£100k) (£100k) (£100k) (£100k) (£100k) (£100k)

Net present value (£860k)

5.2. Full Demolition and New Build of a New Facility : Cultural Led development

Cashflow (£200k) (£240k) (£220k) (£200k) (£200k) (£200k) (£200k) (£200k) (£200k) (£200k) (£200k)

Net present value (£1,721k)
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9. Options Appraisal Scoring Matrix 

The Options Appraisal Scoring Matrix was completed with the results for each of the 

assessment criteria, considered in the main body of this report.  The results of the 

calculations have been compiled into the matrix under headings which correspond 

with the Appraisal Criteria set out under section 5 of the report; the Options Scoring 

Matrix is included in Appendix 14. 

 

Within the ‘Best Value’ calculations for Financial Factors, the result of the 

development appraisal has been included under Development Capital Receipt. In all 

cases this is a negative figure, with the exception of Option 1 – ‘Do Nothing / Do 

Minimum’, clearly there is no Development Capital Receipt.  In addition to this it has 

been assumed that in all cases, including Option 1, there are costs of providing 

environmental improvement works for public open space, and these have been 

calculated from the information provided by Perth & Kinross Council, see appendix 

13. However we would note that there may be additional engineering costs, which 

have not been included as at the time of writing information was unavailable.  Under 

Options 3.1, 3.2 and Option 4, there is an additional cost allowed for providing 

public space animation works which doesn’t apply across the other options.   

 

In line with the Green Book Appraisal methodology, it is appropriate to include an 

element of ‘Optimism Bias’ to the estimated costs.  The Green Book Supplementary 

Guidance regarding Optimism Bias states that “there is a demonstrated, systematic, 

tendency for project appraisers to be overly optimistic.  To redress this tendency, 

appraisals should make explicit, empirical based adjustments to the estimates of a 

projects costs, benefits and duration.  As discussed in the Green Book, it is 

recommended that these adjustments be based on data from past projects or 

similar projects elsewhere and adjusted for unique characteristics of the project in 

hand.  In the absence of more specific evidence base, departments are encouraged 

to collect data to inform future estimates of optimism and in the meantime, use the 

best available data”.20 

 

The guidance provides an indication of the upper and lower percentage increases 

based on a range of project types. For the purposes of this option appraisal we 
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have classified the project as a ‘non-standard building project. The guidance 

confirms that these projects are “those which involve the construction of buildings 

requiring special design considerations due to space constraints, complicated site 

characteristics, specialist innovative buildings or unusual output specifications i.e. 

specialist/innovative buildings e.g. specialist hospitals, innovative prisons, high 

technology facilities and other unique buildings or refurbishment projects.” 

 

The guidance provides for an upper range to be allocated during the early stages of 

the project and on this basis we have applied a 51% optimism bias to the project 

costs.  Correspondingly, however it is also noted that optimism bias applies to the 

overstatement of potential benefits of any project and we have considered this 

again in the scoring of the potential benefits.   

 

The cumulative costs for each of the Options have items have been calculated and 

had an optimism bias of 51% added. 

 

The Socio Economic and Environmental Factors have been split into sub-sections 

of both financial factors and intangible factors.  We have calculated the derived 

economic benefits for each of the options and calculated a net present value 

estimate for each.  Recognising that each of the options will have an ongoing 

resource cost implications, we have calculated a net present value of this in the 

equivalent capital terms and deducted this from the derived economic benefit to 

provide a net position of the potential benefits of each of the options.  In addition we 

have further deducted the net position of Option 1 - ‘Do Nothing / Do Minimum’ from 

all of the options to adjust the scoring for the results to identify additionality of each 

of the options. We have then adjusted this figure on the basis that the net benefit 

position is potentially overstated by optimism bias by 51% to give an adjusted figure 

for each of the options.   

 

The Intangible Socio Economic and Environmental Factors are scored on a relative 

basis on a separate matrix, included in Appendix 11, based on each of the options 

ability to perform against a set of appropriate objectives.  

 

�

20 HM Treasury  - The Green Book 
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Each of the options are then scored on Time, which relates to the deliverability of 

each of the projects within a 3 year period, and which differentiates between the 

likelihood of each of the options being able to be delivered within this time scale.   

 

The options are scored for Risk on a separate matrix included in Appendix 12. Risk 

is assessed under the headings, Planning/Statutory Risk; Operational Risk; 

Deliverability Risk; Market Risk and Political Risk. Two dimensions are considered 

when scoring each of the options in regard to these headings, on the basis of their 

Probability and Severity.  These scores are then incorporated into the main Options 

Appraisal Scoring Matrix with relative weighting and scores applied.  

 

Each of the options is a scored for Quality; which is defined in this instance as a 

measure of the extent to which the particular option under consideration delivers 

facilities not currently provided within Perth City centre area and for which there is a 

reasonable level of demand.   

 

Score Rating Methodology 

Each item within the matrix is scored out of 5, the most favourable outcome of each 

section scores 100% and a full 5 marks. The other options are scored relative to this 

optimum situation, receiving percentages as a result of the extent to which their 

score deviates from the maximum.  These percentages are then applied to the 

maximum score of 5 and the resultant figure is weighted to provide a score for the 

component part. 

 

 The best value issues for financial factors, socio economic and environmental 

financial factors and socio economically and environmental intangible factors 

provide 45% of the score, the risk assessment of each of the options provide 35% 

of the score, time factors provide 10% of the score and quality factors provide 10% 

of the score. 

 

Overall scores are marked out of 500, again relative percentage scoring is applied 

and the highest score receiving 100% and the others measured in relative terms to 

this benchmark.   
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As can been seen from the score card matrix, the best performing option overall is 

Option 4 – Full Demolition of City Hall and Re-use of the site for a Civic Square.   
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Exhibit 38: Options Appraisal Scoring Matrix 
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1.
0.

2.
1.

2.
2.

3.
1.

3.
2.

4.
0.

5.
1.

5.
2.

BEST 
VALUE 

Development Cost / Reciepts = 
(a)

Development Capital Reciept n/a -1.387m -4.212m -0.221m -1.155m -0.130m -0.087m -4.464m 
Public Open Space Cost including 
Public Space Animation

-1.100m -1.100m -1.100m -1.665m -1.665m -1.838m -1.100m -1.100m 

Sub Total -1.100m -2.487m -5.312m -1.886m -2.820m -1.968m -1.187m -5.564m 
Optimism Bias @51% -1.661m -3.755m -8.021m -2.848m -4.258m -2.972m -1. 792m -8.402m 

BEST 
VALUE 

Socio Economic and 
Environmental - Financial Factors 

= (b)
Figures from Appendix 11
Derived Economic Benefits (NPV) 3.493m 5.384m 18.463m 8.509m 9.148m 13.722m 8.428m 18.463m 
Ongoing Resouce Costs (NPV) -0.083m - m -1.721m -0.860m -1.290m -0.860m - m -1.721m 
Sub Total 3.410m 5.384m 16.742m 7.649m 7.858m 12.862m 8.428m 16.742m 
Deduct background (Option 1) -3.410m -3.410m -3.410m -3.410m -3.410m -3.410m -3.410m -3.410m 
Derived Economic Benefits (NPV) - m 1.974m 13.332m 4.239m 4.448m 9.452m 5.018m 13.332m 
Optimism Bias @51% - m 1.307m 8.829m 2.807m 2.946m 6 .260m 3.323m 8.829m 

BEST 
VALUE Combined Financial Factors
Optimism 
Bias @51%

Financial Factors = (a)

-1.661m -3.755m -8.021m -2.848m -4.258m -2.972m -1.792m -8.402m 

Optimism 
Bias @51% Socio Economic and Environmental - 

Financial Factors = (b)

- m 1.307m 8.829m 2.807m 2.946m 6.260m 3.323m 8.829m 

Net effect (c) = (a+b) -1.661m -2.448m 0.808m -0.040m -1.312m 3.288m 1.531m 0.427m 
Percentage 13.7% 0.0% 56.8% 42.0% 19.8% 100.0% 69.4% 50.1%
Score (5) 0.7 0.0 2.8 2.1 1.0 5.0 3.5 2.5
Weighted Score 30 * Score (150) 20.6 0.0 85.2 63.0 29.7 150.0 104.1 75.2
Rank 7 8 3 5 6 1 2 4

BEST 
VALUE 

Socio Economic and 
Environmental -  Intangible 

Factors
Scores from Appendix 11 36 77 93 80 87 113 60 67
Percentage 31.9% 68.1% 82.3% 70.8% 77.0% 100.0% 53.1% 59.3%
Score (5) 1.6 3.4 4.1 3.5 3.8 5.0 2.7 3.0
Weighted Score 15 * Score (75) 23.9 51.1 61.7 53.1 57.7 75.0 39.8 44.5
Rank 8 5 2 4 3 1 7 6

Time
Scores from Appendix 24 (months) 36             49            55          67          73         43          70              82          
Percentage 100.0% 73.5% 65.5% 53.7% 49.3% 83.7% 51.4% 43.9%
Score (5) 5.0 3.7 3.3 2.7 2.5 4.2 2.6 2.2
Weighted Score 10 * Score (50) 50.0 36.7 32.7 26.9 24.7 41.9 25.7 22.0
Rank 1 3 4 5 7 2 6 8

Risk
Scores from Appendix 12 23 34 36 39 40 30 41 44
Percentage 100.0% 67.6% 63.9% 59.0% 57.5% 76.7% 56.1% 52.3%
Score (5) 5.0 3.4 3.2 2.9 2.9 3.8 2.8 2.6
Weighted Score 35 * Score (175) 175.0 118.4 111.8 103.2 100.6 134.2 98.2 91.5
Rank 1 3 4 5 6 2 7 8

Quality
Percentage 0% 40% 60% 60% 80% 100% 0% 60%
Score (5) 0 2 3 3 4 5 0 3
Weighted Score 10 * Score (50) 0.0 20.0 30.0 30.0 40.0 50.0 0.0 30.0
Rank 7 6 3 3 2 1 7 3

Total Weighted total including Optimism Bias
Score (500) 269.5 270.4 423.6 309.9 308.6 474.1 287.0 378.9
Overall Percentage 56.8% 57.0% 89.3% 65.4% 65.1% 100.0% 60.5% 79.9%
Rank 8 7 2 4 5 1 6 3   
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To ensure that the correct outturn and selection of the preferred option is robust, we 

have also examined the appraisal with the removal of Optimism Bias and can report 

that Option 4 – Full Demolition of City Hall and Re-use of the site for a Civic Square 

remains the preferred option, as per the table below:- 

Exhibit 39: Optimism Bias Comparison 
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Total Weighted total ex Optimism Bias
Score (500) 248.9 235.9 386.3 270.0 267.9 442.2 244.8 333.7
Overall Percentage 56.3% 53.3% 87.3% 61.0% 60.6% 100.0% 55.4% 75.5%
Rank 6 8 2 4 5 1 7 3

Total Weighted total including Optimism Bias
Score (500) 269.5 270.4 423.6 309.9 308.6 474.1 287.0 378.9
Overall Percentage 56.8% 57.0% 89.3% 65.4% 65.1% 100.0% 60.5% 79.9%
Rank 8 7 2 4 5 1 6 3  
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10. Conclusions 

Information contained within the body of the report, provides a detailed analysis of 

the factors considered as part of this options appraisal exercise.  The results of 

which are contained in the Options Appraisal Scoring Matrix included in Section 9 

and show that Option 4 – Full Demolition of City Hall and Re-use of the site for a 

Civic Square is the preferred option. 

 

In terms of purely financial factors, it can be seen that there is no positive capital 

receipt which can be achieved from a development appraisal and all options show 

some degree of deficit. When Socio Economic and Environmental factors are taken 

into consideration Options 2.2, 4.0, 5.1 and 5.2 all show net positive benefits, with 

Option 4 providing the highest level of benefit at £3.288m based on the 

assumptions which have been made for the purpose of this Options Appraisal. 

 

It is worth noting that there is a high degree of risk associated under Options 5.1 

and 5.2; the proposed demolition of the City Hall and its replacement with a new 

building, this is the result of the potential impact this site would have for the 

category A Listed building, St John’s Kirk.  We feel this level of risk can be mitigated 

to an extent where Option 4 is considered, as not only does this option demonstrate 

that a significant economic benefit can be derived from the provision of a civic 

square but also it will dramatically improve the setting of the St John’s Kirk.   

 

In conclusion we generally note the importance of the various retail led options as 

being relatively small.  This is a result of a number of factors.  The depressed state 

of the retail property market nationally is a clear problem.  It is also a concern that in 

retailing terms the location of the City Hall is a secondary location as opposed to 

prime. The quality of space likely to be created does not match any perceived 

demand thus increasing the risk profile. Finally, with the total usable floorspace 

under any of the options representing less than 1% of the total retail floorspace the 

development lacks the critical mass to materially alter the shopping patterns in 

Perth. 

 

Option 2.2 – Cultural-led re-use, is the second ranking option under the adopted 

appraisal exercise. This would potentially become a more attractive option should 
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clear evidence of additional need be demonstrated and capital and revenue funding 

become available. 

 

The cultural led options all demonstrate greater potential impact and, on the 

evidence of the consultation exercise, have greater public support than the 

equivalent retail options. There remains, however, a continuing shortfall and 

ongoing subsidy requirement to support cultural reuse.  Furthermore significant 

operational/financial risk would be associated with this option given that no specific 

cultural occupier or use type has yet been identified. 

 

The do nothing / minimum option unsurprisingly produces a poor appraisal score. 

 

The preferred option, Option 4 – Full Demolition of City Hall and Re-use of the site 

for a Civic Square, is a clear winner under the adopted appraisal exercise.  Whilst 

this might initially seem surprising, on closer consideration of the opportunity it is the 

option which offers the greatest opportunity to provide Perth with an attractor that 

the city centre presently lacks. 

 

Examples from elsewhere suggest that a new public space embodying best practice 

in design, management and animation could make a significant contribution towards 

the revitalisation of the city centre and the Council’s wider social, economic and 

environmental objectives. The potential benefits could include increasing visitor 

dwell times, stimulating private sector investment, increasing turnover for visitor 

economy businesses in the immediate area and providing a space for social 

interaction and the promotion of civic and cultural life in Perth. 

 

As noted earlier in the report, a high level of optimism bias has been adopted for 

this appraisal at 51% in regard to costs and benefits, this follows supplementary 

Green Book guidance on Optimism Bias and is applied at this level as the appraisal 

contains significant uncertainty inherent in projects at this stage.  As proposals 

progress, the degree of certainty which can be attached to impacts will increase and 

correspondingly, the level of Optimism Bias that requires to be applied will fall.   

 


