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Chapter 6:
Housing Potential
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6.

HOUSING POTENTIAL
Introduction

6.1

The repurposing of the existing textile mill stock across Oldham has the potential to play an
important role in the delivery of new homes and jobs across the Borough and in helping to
minimise Green Belt release. However, many of the remaining mills are located within weaker
market areas where capital values are lower and a number of the mills, particularly those that
have fallen into a state of disrepair, will be subject to significant costs of adaptation that can
make them commercially unappealing to deliver new homes and employment floorspace.

6.2

In order to formulate a strategy to
secure the sustainable future of the
existing mill stock, it is crucial to
understand the viability issues that
may affect the repurposing of the
existing mill buildings to help deliver
new homes to meet the Council’s
housing targets in the period to
2037. The report has focused on the
delivery of new housing through the
conversion or, where appropriate,
redevelopment

of

mill

sites,

however, there are a number of mills

‘Oldham Beyond’ Report Extract

that are in an existing employment
use and are situated within designated employment areas. Many of these mills are not
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suitable for conversion to residential use for this reason. The fact that a number of the mills
are in employment use is perhaps not a surprise given the nature of the buildings and the
Vision set out in the ‘Oldham Beyond’ Report by URBED, Comedia, S333, King Sturge and WSP
(April 2004), which envisaged that by 2019 ‘the borough’s 138 mills will have been refurbished
for new business and illuminated as a potent symbol of the borough’s transformation.’

6.3

This assessment of viability is intended as a general overview to identify mills that might be
viably converted and to identify key factors in the conversion of mill buildings within Oldham.
An individual viability appraisal has not been undertaken with respect to each mill, rather the
methodology, which is explained later in the report, creates an overview based on a series of
assumptions and looks for common themes to help to identify barriers to redevelopment.
The work includes a review of a number of mills that have since been converted or demolished
in recent years to help inform the overall conclusions. In relation to viability, each proposal will
need to be judged on its own merits when planning applications are submitted.

6.4

Much of this section of the report refers to mills within certain viability areas (VA’s). The
reasoning behind establishing these areas is explained later, but these areas are
representative of the sales values that are likely to be achieved within each of the respective
wards based on background information that has been provided and are not site specific.

Inherent Problems with Mill Conversions

Background

6.5

Prior to moving onto the assessment, there are some inherent problems with the conversion
of historic mills, that ought to be acknowledged first. There is a reason that many mills appear
underused and have failed to be converted into residential uses, perhaps the most
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fundamental is the fact that many of the larger textile mills are situated in more deprived
urban areas where sales values are weaker. This, coupled with the relatively high cost of
conversions alongside a number of other factors, makes the viability of the conversion of mills
marginal on many sites. Some of the key factors are considered in more detail below.

Low Gross to Net Ratio

6.6

Many conversions, due to the large footplate of the mills themselves, would require the
creation of a central atrium within the building to provide outlook, circulation space and
daylight into units. In addition, due to the fact that many mills have limited curtilage, ground
floor areas often need to be
given over to parking areas for
cars, bikes and communal areas.
As a result, the gross to net ratio
(i.e. the amount of sell-able
space) is reduced compared to a
use that can maximise the
whole floorplate. The adjacent
image illustrates a conversion in
Preston showing the large atrium that has been cut into the original mill to accommodate the
residential development.

Condition

6.7

Many mills have experienced years of decline, which generally means that already high
conversion costs are increased as a result of the poor condition of the buildings themselves.
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Land Ownership

6.8

Some of the feedback from developer stakeholders meetings, as well as other anecdotal
evidence, suggests that many landowners are not adopting a land value of the mills based on
an existing use value plus a modest premium, as one would normally expect. This has meant
that, while there may be a viable conversion scheme on paper, the landowner aspirations on
land value have led to a scheme that cannot ultimately be delivered.

6.9

A further concern highlighted from those with experience of mill conversions is that some
landowners seem unwilling to invest in the buildings, preferring instead to let them fall into a
state of disrepair so that sites can ultimately be redeveloped. In this respect, a mill strategy
has a key role to play in making sure that landowners are well aware of the Council’s
intentions with respect to whether they will seek to retain the buildings and use the necessary
measures to force through repairs and maintenance of the buildings.

Heritage Constraints

6.10

Some mills are listed or are deemed non-designated heritage assets. It is acknowledged that
this can bring benefits in terms of a heritage premium on sales values, however, there are
often increased conversion costs if, for example, windows need to match an original material
or if internal columns need to remain exposed. There is also a requirement to renovate many
areas of the mills that aren’t themselves directly generating revenue to the developer. As a
result, the build cost for historic mills is generally higher and the risks are generally greater.
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Building Regulations / Guarantee Requirements

6.11

Bringing mill buildings up to modern standards is often made difficult by existing floors and
wall specifications, which cause issues for achieving thermal values, fire separation and sound
levels between residential properties. All these measures have an inflationary effect on build
costs.

Developer Risk

6.12

Mill conversions have higher risk profiles than standard residential development. Build costs
are less certain and, given the nature of the product (primarily apartments), they are generally
more difficult to sell and, in larger mills, involve a very high level of investment. This is the
reason why many developers would be looking for a pre-sale if they were going to take on a
mill conversion. The risk profile could prove a major deterrent if the units need to be sold on
the open market and this could take many years. Due to the nature of the mills, it is not
possible to look at a phased development in many cases so the risk can be further increased
to the developer.

Buildings Viewed in Isolation

6.13

Many mill buildings have become isolated from their surrounding area and original curtilage
has been lost. This can cause difficulties for conversion, as many developers will look to
change the desirability of a wider area to boost sales values. This is possible on large scale
redevelopments but not possible for some isolated mills. Limited curtilage also causes
practical issues during construction and in terms of the delivery of amenities to residents.
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Impact of Covid 19

6.14

The global pandemic will undoubtedly have an impact on attitude towards risk. To date, the
Government have done a good job of supporting the housing market and demand appears to
be relatively good in the general housing market. However, the impact may well last a
significant period and ultimately have a substantial impact on not just housing but also the
labour market and the way the employment market evolves in the future. There may, of
course, be opportunities as a result of these changes, but the attitude towards risk is most
likely to result in fewer conversion schemes being privately funded.

Physical Constraints V’s Housing Potential

Introduction

6.15

In line with the brief, the first part of the appraisals looks at the physical characteristics of
each of the mills and assesses these characteristics against the housing potential of those
mills to establish their scope to be repurposed to deliver new homes from a commercial
viability perspective. The initial appraisal looks at the mills in terms of their ability to be
converted, although it is acknowledged that, in circumstances where the mills perform poorly
in relation to heritage and landscape quality, then it may be preferable to seek a
comprehensive redevelopment of those buildings. The housing potential assesses the
locational characteristics of the sites in terms of their suitability for a residential use.

6.16

The assessment of physical characteristics and constraints includes an assessment of the
heritage significance of each of the mills, along with their condition and any other relevant
planning constraints. These are outlined in greater detail within the individual site appraisals
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of each mill (Appendices 5, 6 & 7). Each element of the identified physical characteristics is
scored from -5 to +5. With respect to the physical constraints, landscape significance is not
deemed to constrain the ability for the mill to be converted, although, again, it will influence
the recommendations of the wider study.

6.17

To ensure consistency across all of the assessments in this report, we have given values in
relation to each of the respective inputs, which are explained in more detail below. An average
(physical constraints) rating of each of the mills is then set against the economic or housing
potential of each mill and is represented in graphical form. This gives a broad overview of the
potential for conversion into housing and starts to identify some key factors which determine
the viability for conversion or otherwise.

6.18

All mills have been assessed, including those demolished (or with consent to demolish) and
those which are already converted in order to benchmark the findings of the appraisal against
what has happened in practice. The images overleaf illustrate the inputs into the x and y axis
of the charts that have been prepared in relation to this part of the study. The example chart
shows that the results of the score on the x axis (physical constraints) combined with the yaxis (housing potential) give an indication of where each mill would be placed. Generally
speaking, those mills scoring the highest positive scores on both axes will be the most viable.
Therefore, those mills with fewer physical constraints (higher x-axis positive score) and
located within the highest value areas (higher y-axis positive score) are going to be the most
likely to be viable for conversion.

6.19

We acknowledge that this type of assessment does not recognise the heritage premium that
might be expected to be achieved through the redevelopment of a listed mill or a mill with
higher heritage value. The results of the findings in viability are therefore focused on non-
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listed mills, as those which are listed are afforded greater protection by virtue of local and
national planning policy.

6.20

The table above illustrates the nature of the viability scoring which considers the physical
constraints of each mill versus the housing potential, with each individual component
explained in further detail below.

6.21

The example chart contained overleaf illustrates how those mills scoring best against the
physical constraints and the housing potential will be placed to the top right of the chart,
whereas those mills performing poorly on both counts will be plotted to the bottom left. The
results have been plotted on charts relating to each of the 4 viability areas.
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Illustration
3.0

Most Viable
1.0

Physical Constraints

-3.0

-2.0

-1.0

0.0

1.0

2.0

3.0

-1.0

Least Viable
-3.0

Housing Potential

Physical Characteristics (x-axis)

Heritage Significance

6.22

Heritage significance has been graded as a constraint, as conversion costs tend to increase
depending on such matters. The score generally follows the building’s listing and whether it
is within or adjacent to a conservation area. The individual assessment of each mill is then
also used to identify any non-designated heritage assets. The score for this element ranges
from -3 for Grade II listed buildings; 0 for those mills situated in Conservation Areas and 3 for
all other mills. The only exception to this scoring relates to the Grade II* Shore Mill which is
already converted.
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Condition

6.23

The score relative to the condition of the building follows the previous Building at Risk
Assessment (undertaken by the University of Salford, 2017), unless there have been material
changes since the earlier assessment based on observations from our own fieldwork or any
other relevant sources of information. Those mills deemed to be in very good condition have
been given a score of 5; good condition 3; Fair condition 0; poor condition -3; and very poor 5.

Suitability for Residential Use

6.24

The suitability for a residential use score relates to the nature of the building, including the
footprint, orientation, layout, location and other planning considerations (flood risk, noise,
etc.). This assessment has also been prepared following a session with commercial
developers (Mandale) who are experienced with converting listed and non-listed mills across
the north of England. The scale of the mill, particularly its floorplate, can have a major impact
on the developable area or gross to net ratio, which dictates the amount of the existing
floorspace that can be converted into a residential scheme compared to its existing floorplate.
A score of 5 would represent a mill that is highly suitable for a residential conversion, whilst a
score of -5 would be a mill that is totally unsuitable for a residential conversion.

Scale / Investment Model

6.25

One of the unique features of mill buildings is their sheer scale. This element of the physical
constraints assessment acknowledges the likely need to seek an alternative investment
model when developers are looking at large scale investment in mill buildings. Consequently,
as acknowledged in the viability testing, there are greater risks associated with the
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redevelopment of larger mills and alternative investment models often need to be looked at,
whether that be a Private Rented Sector Model (PRS) or a discounted sale model. Both will
mean that the GDV that can be achieved is lower than that one would expect for a
straightforward retail disposal.

6.26

We have therefore included a criterion which recognises the physical constraint associated
with the size of the mill itself. Those mills under 50 units are deemed more suitable for an
open market model whereas larger mills have a greater risk profile. We have considered,
based on experience and developer input, that the larger mills would require at least an
element of discounted sale. The scoring for this element is therefore lower (i.e. a greater
constraint) for the larger mills than the smaller mills. The smallest mills have been given a
score of 4 with scores of 2; -2 and -4 to reflect the scale of the buildings and, as a result, the
likely investment / funding model. This assessment only relates to those mills that are
deemed capable of conversion.

Blended Score

6.27

The blended score is not weighted. It is an average of the four inputs which have been
identified as the main physical constraints when assessing the potential for converting mills
into housing.

Housing Potential (Y-Axis)

Value Areas

6.28

We have broadly followed the emerging 3 Dragons approach contained within the Strategic
Viability Assessment for the GMSF in relation to the adoption of value areas, which will ensure
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a consistent approach going forward. However, in undertaking the viability review, we have
not followed the value areas set out within the 3 Dragons assessment verbatim. The reasons
for this are as follows:

▪

As part of the assessment of the value areas, we have tracked the assumptions
made in previous reports, namely the Affordable Housing Economic Viability
Assessment (2010) and the Economic Viability Assessment undertaken by PBA in
2014. Both reports identified three main areas with the highest value to the east of
the authority area, the median to the north and the lowest around the town centre.

▪

The emerging viability information continues to set Saddleworth South in the highest
value area, however, Saddleworth North falls into the second lowest value area. It is
believed that this may be a result of the lack of recent sales information for the
Saddleworth North Area.

6.29

We have therefore regraded Saddleworth North as Value Area 2 (VA2) and moved
Saddleworth South into this same area, both representing the highest value areas of the
authority. These alterations are based on previous evidence base documents and on the
other information we have available, namely the sales values for the converted mills and
other apartments in those areas. Our benchmarking suggests that sales values in
Saddleworth North are in fact marginally higher than Saddleworth South, showing average
sales values in the mills of £3,240 per square metre (psqm) and £3,222 psqm for apartments,
with Saddleworth South displaying a slightly lower level at £3,022 psqm for converted mills
and £2,893 psqm for all apartments. Details of past sales information is contained in
Appendix 2. The figures would suggest that Value Area 2 would be a better fit for both
Saddleworth North and South.

6.30

In addition to the above, the information from previous conversions adds further weight to
the argument that both Saddleworth South and North are achieving higher values, given that
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the conversions of mills that have been undertaken within the Borough to date are almost
exclusively within these two areas. Of the converted mills, 19 out the 22 are within either
Saddleworth North or South.

6.31

The illustration below shows the evolution of the assumptions adopted about viability from
various reports and shows the approach that ELG Planning have adopted in undertaking the
viability testing.

6.32

The illustration above demonstrates how the viability of the various wards has been assessed
in the past, with the most recent work undertaken across the Greater Manchester area by 3
Dragons. The assumptions / findings have been accepted with the exception of the
amendment in relation to the Saddleworth North and South wards. We assume for
Saddleworth North the difference is caused by a relatively low level of new housing being built
in the Ward in recent years. Saddleworth South ward has moved down to VA2 as this is more
reflective of our own findings. Grouping the two (Saddleworth North & South) retains a more
consistent approach with previous studies which are referred to above.
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6.33

In relation to the scoring, given that there are four value areas, the highest score of 4 is given
to those mills that are situated in the two highest value areas. Therefore, all those mills within
Value Area 2 receive a score of +4. Mills within Value Area 3, which contains 55% of all the
remaining mills, have been given a score of 0 with mills in Value Area 4 scoring a -2 and those
in Value Area 5 a score of -4. Given the importance of sales values to the relative viability of
a conversion, the methodology allows a high degree of weighting to the likely end sales
values. Information gathered in relation to the mills either converted or lost strongly suggests
that the location of the mill has been a key factor in recent years and we would expect that
to remain the case.

Conversion Costs

6.34

The second element of the y axis is the conversion cost. Based on previous appraisals and
information from the developer input session, we have set this as a blended score of the
heritage constraints; condition; scale; and the suitability for conversion. Conversion costs in
the viability testing are also aligned with these elements, with higher conversion costs being
attributed to those mills with heritage constraints, in poor condition and with other
constraints such as larger floorplates. Without a more detailed and fully costed viability
appraisal of each individual mill, the methodology adopted is intended to acknowledge that
some mills will have lower conversion costs than others but falls short of a specific
assessment of each of the mills.

6.35

Housing potential is therefore measured by the likely end sales values in the area where the
mill is situated, coupled with the likely conversion costs of that individual mill. The weighting
towards the sales values reflects the fact that the sales values adopted are almost doubled
between the lower value area and the highest, whereas conversion costs are likely to vary
more moderately at around 25% difference in cost between the mills with the best gross to
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net ratio, in good condition and with larger curtilage compared to those which perform less
well against the conversion cost criteria.

6.36

The illustration contained overleaf
shows the non-listed mills that
have been converted and the mills
that have been lost plotted against
the methodology adopted. One
can see that there is clearly a
strong

indication

performing

well

that

mills

against

the

physical constraints (x-axis) and

Buckley New Mill (Example of Converted Mill)

housing potential (y-axis) are those which have been successfully converted and those
performing poorly, particularly against the y-axis, have been lost. The line marks the
distinction between those lost and those converted.

Demolished Mills V Converted Mills
Physical Constraints

4.0

-4.0

Tunstead Clough Mill
Victoria Mills
Walk Mill
Throstle Nest Mill *
Tame Water Mill
Shore Mill
Wall Hill Mill
Buckley New Mill
Albion Mill

2.0

Alexandra Mill

Harrop Court Mill
Bailey Mills

-3.0

-2.0

Victoria Mill*

Hey Lane Mill
Ridgefield Mill 0.0
Holden Fold Mills

-1.0

0.0

1.0

2.0

3.0

Windsor Mill

-2.0
Maple Mill (No. 1)

United Mill
Bell Mill

Hartford Mill

-4.0

Housing Potential

4.0
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Key Findings – Housing Potential

Value Area 2: Saddleworth North & South

6.37

As one would expect, the mills in this sub-area are shown to be
more likely to be viable, with the viability scoring giving many of
the mills positive scores on the x and y axes. The plotting of these
mills is similar to the location of a number of the converted mills
already identified.

6.38

The majority of the mills within this sub-area are smaller scale mills and have a very different
character to the larger format textile mills to the west of the authority. Added to the increased
final sales values, this is another of the key reasons why a number of these mills are likely to
be viable for conversion or redevelopment. Historically, the majority of the mills (19 of 22
assessed) converted in recent years come from this sub-area.

6.39

One reason to explain why a number of these mills haven’t been converted relates to the fact
that many are in an active employment use. Of the 14 remaining mills, 8 are in designated
employment areas with a further 4 unallocated but in employment use.
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Value Area 2
Physical Constraints

4.0

Haybottoms Mill
Knarr Mill

Wellington Mills

2.0

Rasping Mills

Gatehead Mill

Austerlands Mill
Lumb Mill
Slackcote Mills
Warth Mill
Waterside Mill
Oak View Mills
Pingle Mill
Kinders Lane Mill
Greenfield Mill

0.0
-4.0

-3.0

-2.0

-1.0

0.0

1.0

2.0

3.0

4.0

-2.0

-4.0

Housing Potential

Value Area 3: Chadderton Central. Chadderton North, Royton North, Royton South, Crompton,
Shaw, St James, Waterhead, Failsworth West, Saddleworth West & Lees

6.40

This sub-area has the largest number of mills in the study area at
around 55% of the 64 remaining mills subject to assessment. Of
the recent conversions recorded, 2 of the 22 were in this sub-area
suggesting that, while marginal, it may be possible to convert
some of the mills without substantial external funding.

6.41

30 of the 35 mills in the sub-area are in employment use with 15
of those within designated Business Employment Areas (BEA). This leaves relatively few that
are either vacant or suitable for alternative uses.
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Value Area 3
Physical Constraints

4.0

-4.0

Majestic Mill
2.0
Lily Mills
Swan Mill
Lilac Mill
Vine Mill Malta Mill Falcon Mill
Dab Lane End Mill
Briar Mill
Jubilee Mill
Elm Mill
0.0

-3.0

Vale Mill
Springfield Works
Delta Mill
Prince of Wales Mill
Duke Mill
Woodend Mill

Fir Mill
Bee Mill
Grape Mill
-2.0
-1.0
0.0
1.0
2.0
Cairo Mill Adelaide Mill
Morton Mill
Fountain
Mill
Raven
Mill
Stockfield
Mill
Ram Mill Ace Mill
Thornham Mill
Gorse Mill No.1
Jubilee Mill (Fulling) *

3.0

4.0

-2.0

-4.0

Housing Potential

6.42

The viability scoring of the mills plotted on the chart shows a consistent set of results, with a
number of the mills in the positive on the x axis but housing potential (y-axis) being far more
marginal, primarily given the lower sales values.

Value Area 4: Failsworth East

6.43

There are only 2 mills in this sub-area, both of which lie within designated Business
Employment Areas (BEA). While the mills score a positive value in the x axis in relation to their
physical constraints, the housing potential for these mills is low.
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Value Area 4
Physical Constraints

4.0

2.0

0.0
-4.0

-3.0

-2.0

-1.0

0.0

1.0

2.0

3.0

4.0

Albert Mills
Ivy Mill

-2.0

-4.0

Housing Potential

Value Area 5: Coldhurst, Alexander, St. Marys, Werneth, Chadderton
South, Hollinwood, Medlock Vale

6.44

This is the sub-area with the lowest end sales values. Of the mills
assessed, 9 of the 13 are in employment use, of which 4 are situated within BEAs. The
viability scoring chart shows that the housing potential is greatly impacted by the low end
sales values in this area along with the scale of a number of the mills. It is therefore not a
surprise that the majority of the mills that have been lost in recent times were situated within
this sub-area.
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Value Area 5
Physical Constraints

4.0

2.0

0.0
-4.0

-3.0

-2.0

Earl Mill

-1.0

0.0
Osborne Mill
Belgrave Mill

Paradise Mill
Britannia Mill

-2.0
Vale Mill

1.0

2.0

3.0

4.0

Bell Mill Heron Mill
Greengate Mill

Forge Mill
Werneth Mill
Werneth Mills

Alliance Mill

-4.0

Housing Potential

6.45

The scoring looks at two elements, the blended score of the x & y axes explained earlier and
the result of the viability testing. In relation to the former, a blended score is arrived at by
adding together the two axes with any mills scoring over and including +1 going into the
higher group, with scores of 0.9 down to -0.4 being in the medium group, and any mills scoring
less than -0.5 going into the lower group.

Overall
Categorisation
Low
Medium
High

Categorisation Score
Thresholds
< -0.5
-0.4 – 0.9
>1
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Viability Testing (Residential Conversion)

6.46

To cross reference with the housing potential assessment scoring above, we have set out a
broad appraisal methodology to test viability for conversion to housing, which is based on a
set of assumptions. These are not detailed individual viability appraisals, but a general
overview of the potential viability of each mill, making a series of broader assumptions about
numerous elements. This exercise seeks to identify lessons to be learnt from those schemes
where conversion of mill buildings has already taken place and those which have led to
demolition.

6.47

Appendix 3 contains the results of the viability testing for each mill in line with the
methodology set out below. A number of case studies have also been produced to identify a
number of mills which may represent viable residential conversions. The methodology is
intended to give a broad overview of the potential for residential conversion of each mill with
the results considered alongside the viability scoring. Viability testing has only been
undertaken on those mills which are deemed to be convertible. There are a number of mills,
particularly to the east of the Borough which are low level and, while they may make viable
redevelopments, are not suitable for a conversion of the actual mill buildings.

Viability Testing Methodology

6.48

Below we have set out the methodology of the viability testing, which is intended as a high
level sense check, which sits alongside the housing potential assessment scoring. The
approach is only applied to those mills that could be converted rather than those that may
require a different approach to redevelopment.
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Assumed Sales Values

6.49

This has been calculated on the basis of the evidence available contained within the 3
Dragons viability information with some amendments made. The figures are largely based on
the value area that has been adopted for each mill, as well as the immediate surroundings,
which will influence the likely sales values. On most occasions, the lower of the values
suggested in the 3 Dragons report have been adopted, although there are some schemes
where a heritage premium has been applied. No amendment has been made in this figure for
the impact of Covid 19 on sales values.

Size of Mill

6.50

This is the gross figure. This figure would be used to calculate the Existing Use Value (EUV)
where a value per square foot / square metre is applied.

Gross to Net Ratio

6.51

This is the amount of saleable floorspace that is likely to be achieved as a result of the
conversion. Larger mills with wide footprints are likely to have much lower gross to net ratios.
One of the case studies set out later in this section (Mutual Mills, Rochdale) had a net to gross
ratio of just 40% given the need to provide parking on the ground floor and atriums within
each mill building. This is a relatively extreme example but had a fairly considerable impact on
viability given that the existing use value is based on existing floorspace which often needs to
be removed, as illustrated in the image overleaf.
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Net Developable Area

6.52

This is the figure of the amount of the scheme that is likely to be converted into saleable
floorspace and excludes communal areas such as stairs, corridors, parking and atriums.

Number of Units

6.53

This is a calculation of the capacity of the scheme to give an understanding of the potential
delivery of housing within Oldham through mill conversions. The good practice example in the
Historic England report at Cotton Works, Bolton suggests an average unit size of 70 sq.m but
we believe that this has been calculated by dividing the gross area by the number of units
delivered and fails to take account of circulation / communal spaces etc. We have therefore
adopted a blended size of 1 and 2 bedroom units based on the national minimum space
standards of 55 sq.m per apartment. This assumes a 50/50 split of 1 and 2 beds and, whilst
this is a fairly crude approach, it nonetheless provides a reasonable high level view of likely
capacity. The figure is also consistent with the Mutual Mils case study.
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Establishing a Benchmark Land Value

6.54

Again, no individual survey can be done in relation to each and every mill within the constraints
of the brief. The benchmark land value has therefore been established using certain
standardised inputs based on assumptions about market rents and expected levels of
occupancy . These inputs allow an estimate of annual income based on existing uses and have
been multiplied by the yield to give an Existing Use Value (EUV).

6.55

Once an estimate for the EUV is established, we have then assumed a landowner premium
of 20%. Given that any existing use is generally generating an income, the landowner premium
needs to be enough for the landowner to see value in disposing of the asset. As set out in
Planning Practice Guidance, ‘the premium for the landowner should reflect the minimum return at
which it is considered a reasonable landowner would be willing to sell their land. The premium should
provide a reasonable incentive, in comparison with other options available, for the landowner to sell
land for development while allowing a sufficient contribution to fully comply with policy
requirements.’ A figure of 20% has been assumed. This figure is one which has been accepted
at appeal as an appropriate level for a brownfield site.

Construction Costs

6.56

Construction costs are estimated based on recent examples, feedback from the consultation
exercise and BCIS figures. It excludes any planning gain in the form of affordable housing, CIL
or other Section 106 contributions. Construction costs will be influenced by the condition of
the building, heritage constraints and any other abnormals. We have assumed a rate of
between £1,300 psqm and £1,900 psqm. Additional costs which have been accounted for
are professional fees at 7% of construction costs, finance at 6% of development costs and
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sales / legal and marketing costs at 3% of GDV. The assumed conversion costs relate to the
heritage status of the building (i.e. whether it is listed) and also the condition of the building
currently. BCIS figures suggest that prices for conversions are currently at £1,532 in Oldham,
although our assumptions are a little lower based on recent mill examples.

6.57

It should however be acknowledged that the conversion costs utilised for the purposes of the
assessment are a high level estimate to inform the wider viability testing exercise. It is clear
that ‘real world’ costs in relation to a specific mill could potentially be much higher depending
on the size, shape and materials of the mill in question and detailed build cost calculations will
therefore be required to be undertaken by any party seeking to redevelop a mill site based on
relevant site-specific considerations.

Gross Development Value (GDV)

6.58

The GDV figure is the value of the whole scheme once the apartments have been sold. In the
spreadsheet (Appendix 3), we have adopted a simplified approach to give a general picture of
the viability of the conversion of the mils for residential use, which is effectively the net
developable area.

Affordable Housing Requirement

6.59

Affordable housing is currently sought at 7.5% of GDV. It should be noted that Vacant Building
Credit may be applied to mill conversions meeting the criteria, which would reduce the level
of affordable housing contribution required.

6.60

National policy provides an incentive for brownfield development on sites containing vacant
buildings. Where a vacant building is brought back into any lawful use, or is demolished to be
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replaced by a new building, the developer should be offered a financial credit equivalent to the
existing gross floorspace of relevant vacant buildings when the local planning authority
calculates any affordable housing contribution which will be sought. Affordable housing
contributions may be required for any increase in floorspace. On this basis, in relation to those
mills that are vacant, there is already an incentive built into government policy which would
generally remove the requirement for affordable housing. The interpretation by most
authorities is that the whole building needs to be vacant. The guidance in NPPG explains that:

Where there is an overall increase in floorspace in the proposed development, the
local planning authority should calculate the amount of affordable housing
contributions required from the development as set out in their Local P plan. A
‘credit’ should then be applied which is the equivalent of the gross floorspace of
any relevant vacant buildings being brought back into use or demolished as part
of the scheme and deducted from the overall affordable housing contribution
calculation. This will apply in calculating either the number of affordable housing
units to be provided within the development or where an equivalent financial
contribution is being provided.

The existing floorspace of a vacant building should be credited against the
floorspace of the new development. For example, where a building with a gross
floorspace of 8,000 square metre building is demolished as part of a proposed
development with a gross floorspace of 10,000 square metres, any affordable
housing contribution should be a fifth of what would normally be sought.’
6.61

The implications of Vacant Building Credit will need to be investigated on a case-by-case
basis given the complexities involved.
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Developer Profit

6.62

The NPPF advocates a development profit of between 15-20% of the Gross Development
Value. Given the amount of upfront investment and risk associated with a Mill conversion
compared to a standard new build, we have therefore adopted a figure of 28% to assess a
scheme that would be sold on the open market. This reflects the increased risk associated
with the development of these types of projects and reflects a rate that the developer is likely
to have to demonstrate in order to get finance for the project. For a pre-sold scheme, we
have assumed a much lower level of developer profit at 15% to reflect the reduced level of
risk compared to an open market sale for a pre-sale agreement into a Private Rented Sector
(PRS) or similar model.

Viability

6.63

This column within the spreadsheet (Appendix 3) summarises at a high level whether the
conversion of each mill is likely to be viable for residential use. It is a calculation of the
development costs (i.e. the land value, blended construction costs and developers profit)
against the Gross Development Value (GDV). A further calculation is made looking at an
investment model whereby the developer has an agreement for the sale of the units into
what is often a PRS type model. This second assessment reflects the more likely scenario
when it comes to mill conversions given the risks and quantum of development. This
assessment assumes the same land value and construction costs but reduces the developer
profit to 15% given the reduced level of risk compared to retail sales, but also applies a
discount against the bulk sales reflective of how this type of transaction is likely to work. The
discount of 25% is applied to the GDV figure for retail sales. Again, this is a broad indication of
whether a scheme is likely to be viable as a conversion.
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6.64

The methodology therefore tests two main scenarios; open market sales and a PRS / presale model. Within the latter we have run a scenario where there is no affordable housing
required, this may be the case where Vacant Building Credit Can be applied or where the
Council are applying a flexible approach due to the other planning benefits of seeing a mill
redeveloped.

6.65

In terms of the assessment, in relation to the financial viability, the project has been assessed
as low, where none of the scenarios are able to show a viable scheme or at least a marginal
scheme (profit levels of between 4-28%). Those schemes with a scenario within the marginal
band have been awarded a medium and those showing potential profit of over 28% for an
open market sale or over 15% of a pre-sold model are shown as high.

Overall

Categorisation of Viability for

Assessment

Retail Scheme

No

< 10%

Marginal

10% to 28%

Yes

No
Marginal
Yes

>28%

Overall

Categorisation of Viability for

Assessment

Pre-sold Scheme
< 4%
5% to 15%
>15%
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6.66

As an exercise to test the methodology, those mill sites that have been converted and / or
demolished have also been assessed in a similar way.

Planning Gain

6.67

No figures have been included for planning gain at this stage, other than the policy
requirement for the contribution of 7.5% of the GDV towards affordable housing.

Case Studies

6.68

As part of the assessment, we have also looked at four case studies, which provide ‘real world’
examples of some of the pitfalls associated with mill conversions, schemes that have been
delivered with relatively low capital value / sales value and the mechanisms that may be
needed to help deliver such schemes.

6.69

One of the mills, Martins Mill, is an unlisted mill that was on the brink of demolition in Halifax,
which has now been converted into residential apartments. The second is Mutual Mills in
Rochdale where two large listed textile mills have received planning consent but have proven
unviable to progress for a series of reasons. The third mill is Weir Mill, a listed mill in Stockport
for which consent is sought. The final mill is another recent conversion of a largely derelict
mill in central Bolton known as Merchants Place.

6.70

Those mills identified in the case studies have been reviewed by a developer with experience
of converting mill buildings in West Yorkshire and the North West.
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Case Study 1: Martin’s Mill, Halifax

6.71

This comparative scheme relates to
a completed mill conversion scheme
in Halifax, which involved a nonlisted building in an exceptionally
poor state of repair when acquired
by the developer. This building now
has a new lease of life as
apartments, with the scheme having
been sold to an investor under a bulk purchase agreement with the developer. The scheme
was purchased at a relatively low price given the condition of the building and there were no
onerous planning contributions that would have otherwise affected viability.

6.72

Martins Mill was completed in approximately 9 months, delivering a gross to net ratio of 54%
with build costs of £1,250 psqm and sales values of £1,700 psqm. The Historic England
Report ‘Engines of Prosperity: New Uses for Old Mills’ reports that, in order for a residential
scheme to be viable, the capital value / sales value needs to reach at least £2,153psqm (£200
psqft). However, the values achieved at Martins Mill were well below the level acknowledged
in the Historic England guidance and illustrates that schemes can be delivered when sales
values are lower but also that the Local Authority needs to be realistic about contributions
and the land owner about price in order for this to happen.
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Case Study 2: Mutual Mill, Rochdale

6.73

The second case study involves Mutual Mill in Rochdale, which was a much larger conversion
scheme proposed to a pair of Grade II listed mills. This scheme was approved (subject to
signing a Section 106) and, accordingly, accurate proposed build costs and sales values etc.
are available.

6.74

Given the nature of the build, the gross to net ratio was low, which was exacerbated by
planning requirements on parking, as well as other elements that increased build costs.
Ultimately, the scheme was demonstrated to be unviable due to the land owners
unwillingness to compromise on the purchase price, along with rigid application of planning
policy with respect to Section 106 contributions. Sales values remained in dispute between
the Local Planning Authority and the applicant, as the authority’s advisors would not accept
the delivery mechanism, using a pre-sale agreement, which, in turn, meant that the sales
values needed to be subject to a discount from open market value. This large format mill is a
good example to apply to many of the mills in Oldham, as they have similar footprints and
serves to illustrate some of the pitfalls in terms of viability of large scale mill conversions.
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Case Study 3: Weir Mill, Stockport

6.75

The third case study relates to a
scheme in Stockport, which
would see a listed building
converted into a predominantly
residential

scheme.

The

appraisal that accompanies this
application has been prepared
by Cushman & Wakefield. Build
costs are substantially higher than the Martins Mill and Mutual Mill schemes and the appraisal
suggests that the scheme cannot make any planning gain contributions and that it requires a
£7 million grant in order to be viable. Sales values are higher than the earlier case studies at
£3,024 per square metre, which is reflective of the higher values in Stockport compared to
Rochdale and indeed Oldham. It is understood that this application has now been withdrawn.

Case Study 4: Merchant’s Place, Bolton

6.76

The final case study relates to a
scheme in central Bolton. At the time
of writing, this scheme was nearing
completion. This scheme is a good
example of what can be achieved even
where the end sales values are low.
This scheme benefited from Vacant
Building Credit (VBC) and therefore did
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not have to provide affordable housing. In addition, the Local Planning Authority took a
pragmatic approach to public realm improvements allowing them to be incorporated into the
scheme, rather than relying on third party land or funding. The result is that a long standing
vacant, non listed building has been converted into 59 apartments with some limited new
build. The scheme incorporates some interesting design features including a large mural on
the rear elevation and corten steel entrance features. The floorpate of the mills have allowed
a good gross to net ratio.
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Key Findings – Viability Testing

6.77

A number of the remaining mills across the Borough have already been either converted to
residential use or been granted consent for demolition. To identify trends, even those mills
that have been converted or demolished have been
assessed against some of the criteria used in the
viability testing. Based on what has happened in
practice, one can identify a clear correlation between
physical constraints and viability of those converted
versus those that have been demolished.

6.78

Of those Mills converted to residential use, 18 of the
20 are in Value Area 2, which represents the
strongest area for end sales values, the other two are
in Value Area 2. The mills that have already been
converted are therefore all in relatively high sales
value areas. What is also notable is the relative scale
of the mills that have been converted is relatively

Converted

Demolished

Medium

Low

Low

Low

Medium

Low

Medium

Medium

High

Medium

High

Low

High

Medium

High

Low

High

Low

Mills

High
High
High
High
High
High
Medium
High

small and that all but one were said to be of good

Medium

condition (although this may reflect the fact that they

High

have been converted already). These mills are located

Mills

High

to the east of the Borough and tend to comprise smaller woollen mills, which were
traditionally water powered owing to their location nestled within valleys and served by rivers
or their tributaries. Three of the converted mills are listed and eight in conservation areas. This
suggests that the heritage constraints are not as great a factor as the end sales values or
even the scale of the mills.

111
6.79

Of those that have been demolished or have consent for demolition, all are either in fair / poor
or very bad condition, tend to be larger in scale and the majority are situated in Value Areas
3, 4 and 5. Against the viability testing, which it is acknowledged is based on some
standardised assumptions, six of the sites scored low and three medium.

Overall Assessment

6.80

In categorising each of the mills into higher, medium or lower category, account has been
taken of the findings from the housing potential assessment scoring, which looks at the
physical characteristics versus the housing potential, and also the viability testing which uses
a series of standardised inputs to test the potential viability of the conversion of each of the
mills (NB: this is not a financial viability assessment of each of the mills but is based on a
broader methodology).

6.81

The overall assessment of housing potential gives a score for each of the mills within the
study in relation to the locational and physical characteristics of the mills and, if assessed, the
viability testing. Viability is challenging on many mill schemes and there are a number of other
factors that may make the mill unsuitable for conversion to housing, such as the surrounding
uses, existing occupiers etc. One of the key factors identified by the review of the mills now
successfully converted is their location and scale. Unsurprisingly, there is a clear correlation
between the housing potential of the mill and the value area within which each mill is situated.
The image contained overleaf demonstrates all of the mills in the lower value areas (Value
Areas 4 & 5) score poorly in relation to their housing potential, as viability has had a negative
impact on the scoring against these mills where sales values make conversion schemes look
very challenging.
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6.82

Clearly viability is a key consideration when assessing any proposals affecting the retention
of historic mill buildings. We have highlighted some examples where successful conversions
have been undertaken in spite of challenging market conditions and relatively low sales
values, however, there are many others that do not progress due to the inherent risks to the
developer. A flexible approach toward the conversion of mills that are deemed worthy of
retention should therefore be encouraged with viability information presented on a case by
case basis and based on individual assessments of the main planning considerations where
viability may also form part of the decision making process.

6.83

Equally, in the areas which benefit from higher sales values, the fact that a particular mill may
have housing potential does not necessarily mean that this is the best use, as many of these
sites are in active employment use and are of benefit to the communities in which they are
situated as a source of employment.
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6.84

In total, 31 of the 64 mills that were assessed fell into the low category having regard to the
range of criteria assessed:

Low Category

Alliance Mill, Belgrave Mill, Bell Mill, Britannia Mill, Earl Mill, Forge
Mill, Greengate Mill, Heron Mill, Osborne Mill, Paradise Mill, Vale
Mill, Werneth Mill, Werneth Mills Albert Mills, Ivy Mill, Briar Mill,
Cairo Mill, Elm Mill, Falcon Mill Grape Mill Jubilee Mill (Fulling), Lilac
Mill, Lily Mills, Longrange Mill, Majestic Mill, Malta Mill, Ram Mill,
Raven Mill, Stockfield Mill, Thornham Mill, Vine Mill

6.85

Following the assessment, 26 of the 64 mills fell into the medium category:

Medium Category

Oak View Mills, Pingle Mill, Rasping Mills, Slackcote Mills, Warth
Mill, Waterside Mill, Wellington Mills, Ace Mill, Adelaide Mill, Bee
Mill Delta Mill, Dab Lane End Mill, Duke Mill Fir Mill, Fountain Mill,
Gatehead Mill, Gorse Mill, No.1 Jubilee Mill Lane End Mill
Marlborough Mill (No. 1), Morton Mill, Prince of Wales Mill,
Springfield Mills, Swan Mill, Vale Mill, Woodend Mill

6.86

The remaining 7 mills subject of assessment were categorised as high in terms of housing
potential:

High Category

Austerlands Mill, Greenfield Mills, Haybottoms Mill, Springfield
Works, Kinders Lane Mill, Knarr Mill, Lumb Mill
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6.87

It should however be acknowledged should that no two mills are identical and each mill
described within this report has unique features by way of location, construction, form etc.
Consequently, when valuing and assessing the viability of an individual mill for whatever
purpose, it is essential to take into account market conditions prevailing at the date of
assessment, location, individual physical characteristics, structural condition, tenure, planning
restraints (if any) covenants and all other relevant factors. The appraisals and strategies
contained within this report are, therefore, to be taken solely as a guide and each mill should
be assessed individually on its own merits and on the market conditions at the time when
decisions are being made about its future.

