
CASTLE HOUSE & PEDMORE HOUSE 
WATERFRONT EAST, MERRY HILL DY5 1XA



	> Prominently positioned on The Waterfront Business 
Park in the heart of the Black Country within close 
proximity to the Merry Hill Shopping Centre.  
Nearby occupiers include Waldrons Solicitors, 
Dudley College, Adecco, Talbots Solicitors and 
Higgs & Sons LLP.  

	> Built in 1992 Castle House and Pedmore House are 
3 story “L” shaped office buildings with a bridge 
link at 1st and 2nd floors providing large open plan 
floor plates extending to 86,649 sq. ft. with a total 
of 350 car parking spaces (1:247 sq. ft.)

	> Held on a 1,000 year lease from 1989 at a fixed 
rent of £2 pa. EPC rating C.

	> Let on a recently regeared effective full repairing 
and insuring lease to the Secretary of State for 
Communities and Local Government of the 
department for Works and Pensions until 31st 
March 2028.  

	> Tenant has been in occupation of the property since 
it was first built and has around 900 employees 
based on site.  

	> Passing rent of £800,000 per annum which equates 
to £9.23 per sq ft.

	> Offers in excess of £7,500,000 (Seven Million Five 
Hundred Thousand Pounds) subject to contract 
and exclusive of VAT reflecting a net initial yield of 
10.00% assuming purchasers’ costs of 6.66% and a 
capital value of £86.55 per sq ft. 

INVESTMENT SUMMARY

Opportunity to acquire a recently regeared 
Government let office building on an 
established business park.  
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A4100Waterfront Business Park is well located 
adjacent to the Merry Hill Shopping 
Centre approximately 10 miles to the 
west of Birmingham City Centre and 
7 miles south of Wolverhampton City 
Centre in the heart of the Black Country.  

Modern and upgraded “A” roads quickly connect the 
Waterfront to Junctions 2 and 4 of the M5 Motorway 
approximately 6 miles and 12 miles distant. Local bus 
services are well provided for in the area with 
frequent local and regional bus routes via Brierley Hill 
and Merry Hill bus stations.  

Mainline rail services run from Sandwell & Dudley 
about 7 miles distant to Birmingham New Street and 
onwards to London Euston with services also to 
London Marylebone from Stourbridge Junction 
approximately 4 miles away.  Cradley Heath railway 
station is a five minute drive with services every 30 
minutes between Stourbridge Junction and 
Birmingham Snow Hill.  

 ROAD

Dudley	 3 miles

Stourbridge 	 4 miles

Wolverhampton	 9 miles

Walsall	 11 miles 

Birmingham City Centre	 13 miles

Birmingham Airport	 30 miles

  SANDWELL & DUDLEY

B’ham New Street	 12m

Wolverhampton	 14m

Birmingham Airport 	 35m

London Euston	 1hr 11m

Manchester Piccadilly	 1hr 53m
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LOCATION

The Wednesbury to Brierley Hill Midland Metro 
Extension is currently under construction with the first 
passengers expected by 2024. The new line will extend 
the already successful Metro service further into the 
heart of the Black Country providing links to local bus 
services, the existing national rail network and the 
proposed HS2 network. Fast and frequent services 
along the new route will comprise 17 stops including 
the Waterfront with a stop to the front of Castle 
House and Pedmore House. The estimated journey 
time to Birmingham city centre will be 53 minutes.

Birmingham International Airport is approximately 30 
miles from the Waterfront reached by the motorway 
network with a journey time of around 45 minutes and 
serving many European and International destinations.  
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Originally developed by the Richardsons 
in the early 1990’s, Waterfront Business 
Park is an established estate set 
around an attractive canal marina with 
restaurants, bars the Copthorne Hotel 
and Pure Gym fitness centre.

The park is an 8 minute walk from Merry Hill, a top 10 
regional shopping centre with over 200 stores, food, 
beverage and leisure outlets.  

Occupiers who have chosen Waterfront Business Park 
include Higgs & Sons Solicitors, West Midlands 
Ambulance Service, Emerson Network Power, Royal 
Mail, Talbots Solicitors, HMRC and Dudley College. 

Building Point North on the park, was previously 
occupied as a call centre and extended to 140,000 sq 
ft and was successfully transformed to provide 182 
high quality residential apartments. This compliments 
the already established residential and mixed use 
developments as part of the Merryhill Shopping 
Centre. 

WATERFRONT 
BUSINESS PARK, 
MERRYHILL

CASTLE HOUSE

PEDMORE HOUSE

COPTHORNE HOTEL
WEST MIDLANDS

AMBULANCE SERVICE

WATERFRONT EAST

MERRYHILL
SHOPPING CENTRE

WATERFRONT WEST

CAT CENTRE
(DUDLEY COLLEGE)ROYAL MAIL

HIGGS LLP

POINT NORTH

Castle House and Pedmore House are prominently situated at 
the entrance to Waterfront East and overlooking the extensive 
communal car park and the Merryhill Shopping Centre. 
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Built in 1992 by Richardson Developments, Castle House and Pedmore House are 3 
story “L” shaped office buildings with a bridge link at 1st and 2nd floors providing 
large open plan floor plates.

The buildings are of brick construction under a 
pitched tile roof with double glazed aluminium 
windows providing good levels of natural light.  
Double height reception areas are provided at the 
north and south access points of the property.

The property has 132 car parking spaces for the 
exclusive use of Castle House and Pedmore House via 
a barrier controlled area to the front of the building.  

CASTLE

HOUSE

PEDMORE

HOUSE

CAPSTAN

HOUSE

CUSTOM

HOUSE

HAGLEY COURT

NORTH

DESCRIPTION

In addition, there is a right to use a further 218 spaces 
on the c1500 space communal car park to the front 
during 8.30 to 17.30 Monday to Friday and outside of 
these hours on a first come/first served basis.

This provides a total car parking provision of 350 
spaces giving an excellent car parking ratio of 
1:247 sq ft.  

LARGE FLEXIBLE FLOOR 
PLATES EASILY CAPABLE 

OF SUB-DIVISION

GENEROUS FLOOR TO CEILING 
HEIGHT AND GOOD LEVELS 

OF NATURAL LIGHT

SUSPENDED CEILINGS WITH 
INSET PREDOMINATELY 

FLUORESCENT STRIP LIGHTING

RAISED FLOORS 
INCORPORATING 
FLOOR BOXES. 

LOW PRESSURE HOT WATER 
SYSTEM WITH GAS FIRED BOILERS 
PROVIDING CENTRAL HEATING VIA 

PERIMETER RADIATORS. 

NATURALLY 
VENTILATED

MALE, FEMALE AND 
DISABLED TOILET FACILITIES 

ON ALL FLOORS

6 X 630 KG/8 PERSON 
PASSENGER LIFTS. 
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ACCOMMODATION

The property has been measured on a net internal 
area basis as follows.

	 FLOOR	 SQ M	 SQ FT

Castle House	 Ground 	 1,277	 13,736

	 First 	 1,322	 14,230

	 Second 	 1,385	 14,909

Bridge Link	 First	 45	 483

	 Second	 42	 452

Pedmore House	 Ground	 1,276	 13,735

	 First 	 1,320	 14,218

	 Second	 1,383	 14,886

TOTAL 		  8,050	 86,649
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The property is let in it’s entirety on 
effective full repairing and insuring 
terms to The Secretary of State for 
Communities and Local Government 
of the Department for Works and 
Pensions from 29th September 2016 
until 31st March 2028.  

The passing rent is £800,000 per annum which 
equates to £9.23 per sq ft. The lease was recently 
regeared with the tenant agreeing to remove their 
break clause in March 2023 in return for an incentive 
of 3 months rent free period demonstrating their 
commitment to the building.

In addition, and under the terms of the lease the tenant 
is responsible for the repair and maintenance of the 
internal elements of the building with the Landlord 
responsible for the externals including the windows 
and roof and any expenditure fully re-chargeable to 
the tenant via the service charge. Repair works 
relating to the windows and roof have been identified 
and costed at approximately £2 million. These works 
are to be undertaken over the next 2 years and the 
costs fully reclaimable via the service charge. Further 
details are available on request.

TENANCY

The property is let to the Secretary of State for 
Communities and Local Government of the 
Department for Works and Pensions and is of 
undoubted covenant strength.

Around 900 people are based at Castle House and 
Pedmore House. This property is one of the main 
regional hubs in England, and the tenant has been 
based here since 1992. The DWP is responsible for 
welfare, pensions and child maintenance and is the 
UK’s biggest public service department providing 
pensions, disability and ill health benefits to around 
20 million claimants.  
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After the impact of the Covid 19 
pandemic on the regional office market 
we are now seeing a significant return 
to the office with most organisations 
adopting hybrid working models.

This has resulted in an increase in demand for space 
and in some areas improved rental levels. The 
Waterfront Business Park is within the Dudley submarket 
of Birmingham which according to Costar has a total 
office floorspace of around 4 million square feet.

Average rents in the area are at £11.59 per sq ft and 
current vacancy rate stands at 3.8%. There are 
available buildings to let on Waterfront East 
however much of this space is older and in need 
of modernisaton.

Better quality accommodation which is mainly located 
on Waterfront West has been letting at levels of 
around £13.50 per sq ft. In a regional context, the 
rent at Castle House and Pedmore House at £9.23 
per sq ft is very low providing the potential for 
future growth.

WATERFRONT 
& REGIONAL 
OFFICE MARKET M6 Toll
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£16.00 PSF
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PEDMORE HOUSE

£9.23 PSF
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The property is single let to a tenant of undoubted 
covenant strength, however, we are of the view that 
there are asset management opportunities both in the 
short and medium term;

	> Complete the capital repair expenditure 
programme which is being funded by the service 
charge at approximately £2million. An existing 
professional team is in place which can be 
transferred to the purchaser if required.

	> The tenant has demonstrated a commitment to this 
property over 30 years of occupation and therefore 
there is the potential to negotiate further lease 
renewals and regears. 

	> The passing rent is at a very low level of £9.23 
per sq ft in a regional context and therefore 
opportunity to increase the rent over time.

	> Should the building fall vacant then opportunity 
of refurbishing and re-letting the accommodation 
which may include sub-division which is easily 
achievable on a building by building / floor by floor 
approach.

	> On vacant possession there is also the possibility of 
converting the building for residential apartments / 
assisted living or care home use.  

ASSET 
MANAGEMENT 
OPPORTUNITIES
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TENURE

The building is held on a 1000 years lease from 25th 
March 1989 at a fixed rent of £2.00 per annum. The 
headlease lease predominately contains provisions 
relating to the service charge arrangements for the 
wider Waterfront Business Park and in our opinion is 
free from onerous user or repair obligations.

EPC

The property has an Energy Performance Certificate 
of C58.

SERVICE CHARGE 

There is an estate service charge for the Waterfront 
Business Park which for the current financial year is 
running at £2.77 per sq ft. The total current service 
charge liability for the tenant is around £750k per 
annum however this includes the capital expenditure 
repair works outlined previously. Further details are 
available on request.

VAT & CAPITAL ALLOWANCES

VAT is payable on the purchase price, however, 
subject to qualification we anticipate that the sale will 
be structured by way of a Transfer of a Going Concern 
(TOGC). Any remaining capital allowances will be 
retained by the vendor and a £2 election will be made 
at the point of sale.  

PROPOSAL

Offers in excess of £7,500,000 (Seven Million 
Five Hundred Thousand Pounds) subject to 
contract and exclusive of VAT reflecting a net 
initial yield of 10.00% assuming purchasers’ costs 
of 6.66% and a capital value of £86.55 per sq ft.

For further information or to arrange a viewing 
please contact the joint agents;

ADDITIONAL INFORMATION 
& PROPOSAL

57 Cornwall Street
Birmingham
B3 2EE
W: mk2.co.uk

Mark Johnson
T: 0121 214 1977
M: 07748 105 812
E: mjohnson@mk2.co.uk  

Mark Rooke 
T: 0121 214 1972 
M: 07985 877 578 
E: mrooke@mk2.co.uk

Ian Besley
T: 01227 207094
M: 07775 875 105
E: ibesley@caxtons.com  

1 Castle Street
Canterbury, Kent
CT1 2QF
W: caxtons.com
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IMPORTANT INFORMATION

1.    No description or information given by MK2 Real Estate Ltd and Caxtons whether or not in these Particulars and whether written or verbal (“information”) about 
the property or its condition or its value may be relied upon as a statement or representation of fact. MK2 Real Estate Ltd and Caxtons do not have any authority 
to make any representations and accordingly any information given is entirely without responsibility on the part of the agent or the seller.

2.    These particulars do not constitute, nor constitute part of, an offer or contract, nor shall they merge in any offer or contract which may hereafter be made between 
the sellers or lessors and the recipient of the information.

3.	 The photographs show only certain parts of the property at the time they were taken. Any areas measurements or distances given are approximate only.

4.   Any reference to alterations to or use of any part of the property is not a statement that any necessary planning, building regulations or other consent has been 
obtained.These matters must be verified by any intending buyer.

5.   Any buyer must satisfy themselves by inspection or otherwise as to the correctness of any information given.

Designed and produced by Diablo: diablodesign.co.uk    February 2023
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