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Summary 
 

In May 2013 the City of London was granted an exemption from national permitted 
development (PD) rights for the change of use from offices (B1a) to residential (C3) 
in recognition of its role as a nationally significant area of economic activity. These 
PD rights were introduced for a temporary 3 year period, ending May 2016. In early 
2016, these PD rights were made permanent, but exemptions from the PD rights, 
including in the City, were extended until 30 May 2019, after which they will lapse. 
 
The introduction of PD rights in the City would threaten significant harm to the City‟s 
position as a global commercial centre, potentially resulting in a significant loss of 
office floorspace and allowing residential uses within the City‟s core office locations. 
In order to retain planning control over the change of use from offices to residential, 
the City Corporation would need to remove any PD rights through an Article 4 
Direction. There is potential for significant compensation payments arising from the 
removal of PD rights, though this can be avoided if the City Corporation makes a 
non-immediate Article 4 Direction which would not come into force until 31 May 
2019. 
 

Recommendation(s) 
 
Members are recommended to: 
 

 Approve the making of a non-immediate Article 4 Direction for the whole of 
the City of London, removing permitted development rights granted by Class 
O, Part 3 of Schedule 2 to the Town and Country Planning (General Permitted 
Development) (England) Order 2015 for the change of use of a building or any 
land within its curtilage from offices (Use Class B1(a)) to dwellinghouses (Use 
Class C3), as set out in Appendix 1 to this report.  

 
Main Report 

 
Background 
 
1. In May 2013, the Government introduced a temporary permitted development 

(PD) right to allow the change of use from offices (B1(a)) to dwellinghouses (C3) 



without the need for planning permission. This PD right was intended to apply 
between May 2013 and May 2016. The City Corporation applied for and was 
granted by the Secretary of State a local exemption from this permitted 
development right, on the grounds that the City was a „nationally significant area 
of economic activity‟. The Mayor of London had supported the applications of the 
City Corporation and other central boroughs and as a result a local exemption 
was granted to the whole of London‟s Central Activities Zone (CAZ) plus Canary 
Wharf.   

 
2. Since May 2013, areas of London without the benefit of an exemption have seen 

a significant loss of office accommodation. The London Office Policy Review 
2017, indicates that across London, more than 1.6 million square metres of office 
floorspace has prior approval for change of use from office to residential under 
permitted development rights. This represents about 6% of London‟s office 
stock, with 55% of the floorspace with prior approval being full or partly occupied 
office space. 

 
3. In October 2015, the Government announced its intention to make permanent 

the PD right for the change of use of offices to residential, with existing 
exemptions to the PD right extended until 30 May 2019 to allow sufficient time 
for affected local planning authorities to make Article 4 Directions to remove the 
PD right at a local level. This change was effected by amendments contained in 
the Town and Country Planning (General Permitted Development) (England) 
(Amendment) Order 2016.  

 
Current Position 
 
4. The City of London‟s exemption from office to residential PD rights will remain in 

place until 30 May 2019 and then lapse, unless the City Corporation confirms an 
Article 4 Direction to remove this right. Other CAZ boroughs are in a similar 
position. 

 
5. The GLA is continuing to support CAZ boroughs in bringing forward Article 4 

Directions to ensure retention of planning control over the change of use of 
offices to residential. The draft London Plan, which is currently out for 
consultation, includes specific policy support (Policy SD5 Offices) for the 
introduction of borough Article 4 Directions and the GLA is preparing London-
wide evidence to support borough applications which is expected to be published 
shortly. All CAZ boroughs have indicated their intention to introduce Article 4 
Directions and, to date, Kensington & Chelsea and Tower Hamlets have 
published and consulted on such proposals. 

 
6. The City of London Local Plan 2015, resists the loss of viable office 

accommodation (Policies CS1 and DM1.1) in order to protect the City‟s world 
class cluster of offices and businesses. This policy approach was explicitly 
supported by the Planning Inspector appointed to examine the Local Plan. The 
City has, nevertheless, continued to meet the residential development target set 
out in the Local Plan and the London Plan, and has the capacity to meet a 
revised housing target set in the December 2017 draft London Plan, indicating 



that the exercise of planning control over changes of use has not prevented the 
delivery of housing on suitable sites. 

 
7. The Government is continuing to bring forward changes to planning regulations 

to deliver new housing, including the introduction of a Housing Delivery Test in 
2018 which will be used by Government to assess whether Article 4 Directions to 
remove office to residential PD rights are appropriate, and an intention to consult 
on a further PD right to allow commercial buildings to be demolished and 
replaced with homes.  

 
Article 4 Direction 
 
8. An Article 4 Direction is a direction under Article 4 of the General Permitted 

Development (England) Order 2015 (GPDO) which enables a local planning 
authority, or the Secretary of State, to withdraw specified PD rights across a 
defined area. A Direction does not prevent the development to which it is 
applied, but instead requires that a planning application be submitted to the local 
planning authority for the proposed development. Where a local planning 
authority seeks to implement an Article 4 Direction there is a requirement for 
public consultation and notification to the Secretary of State. The Secretary of 
State has the power to cancel or modify an Article 4 Direction at any time before 
or after it is confirmed, including the extent of the Direction and its geographic 
coverage. 

 
9. The GPDO states that the local planning authority may make a Direction where it 

“is satisfied that it is expedient that development … should not be carried out 
unless permission is granted”. The National Planning Practice Guidance 
indicates that use of Article 4 Directions should be limited to situations where it is 
necessary to protect local amenity or the wellbeing of an area, and that the 
potential harm that the Direction is intended to address is clearly identified. It 
further advises that provided there is justification for both its purpose and extent, 
it is possible to make an Article 4 Direction covering an area of any geographical 
size; there should be particularly strong justification for the withdrawal of PD 
rights relating to a wide area (e.g. covering the entire area of a local planning 
authority, as is proposed in this Report). 

 
10. There are two types of Article 4 Direction: immediate and non-immediate: 

 Immediate directions are where permitted development rights are withdrawn 
with immediate effect; 

 Non-immediate directions are where permitted development rights are 
withdrawn only upon confirmation of the direction following public 
consultation. 

 
11. The Town and Country Planning Act 1990 allows developers to claim 

compensation from the local planning authority for the loss of the PD right if a 
permission is refused for a development which would otherwise have been 
permitted, or if permission is granted subject to conditions other than those 
conditions imposed by the GPDO. Compensation can be claimed in respect of 
abortive expenditure or other loss or damage directly attributable to the 
withdrawal of the PD right. This can include the difference in the value of the 



land if the development had been carried out and its value in its current state, as 
well as the cost of preparing the plans for the works. Compensation is only 
payable if an application for planning permission for certain development 
formerly permitted by the GPDO is made within 12 months of the Direction taking 
effect. Where between 12 and 24 months prior notice is given of the withdrawal 
of PD rights, through the use of a non-immediate direction, no compensation is 
payable.   

 
12. Permitted development (PD) is not liable to pay s106 contributions and does not 

pay Community Infrastructure Levy (CIL) unless there is an increase in 
floorspace. The national Planning Practice Guidance indicates that by its nature 
permitted development should already be generally acceptable in planning terms 
and therefore planning obligations would ordinarily not be necessary. Planning 
obligations entered into should be limited only to matters requiring prior approval 
and should not, for instance, seek contributions for affordable housing. New 
residential development delivered under the office to residential PD right is not, 
therefore, required to make a s106 contribution towards affordable housing. 
Although permitted development is in principle liable to pay the Community 
Infrastructure Levy, if the permitted development from office to residential does 
not involve an increase in floorspace, then there will be no liability. Introducing 
local control over such change of use through an Article 4 Direction will mean 
that when such developments are permitted they would be expected to make 
appropriate contributions to affordable housing provision and other infrastructure.    

 
Options 
 
13. There are 3 options open to the City Corporation: a) do not progress with an 

Article 4 Direction; b) make an immediate Article 4 Direction; c) make a non-
immediate Article 4 Direction. 

 
a) No Article 4 Direction: If the City Corporation were to take no action, national PD 

rights for the change of use from offices to residential would apply to the City 
from 31 May 2019. This would threaten significant harm to the City‟s position as a 
global commercial centre, potentially resulting in a significant loss of office 
floorspace and allowing residential uses within the city‟s core office locations. The 
detailed implications for the City are set out in the evidence base document 
attached at Appendix 2 to this report. 

 
b) Make an immediate Article 4 Direction: This would remove PD rights for the 

change of use of offices to residential with immediate effect, but would open the 
City Corporation to claims for compensation as set out in paragraph 11. Given 
the scale of office floorspace in the City and the high value of land in the City for 
residential use, such compensation claims could impose significant costs upon 
the City Corporation. 

 
c) Make a non-immediate Article 4 Direction: This requires publicity to be given to 

the making of the notice, as set out in paragraph 17. An Article 4 Direction must 
be confirmed by the City Corporation before it can come into force, and any 
representations received during the consultation period (which must be at least 
21 days) must be taken into account in deciding whether or not to confirm the 



Article 4 Direction. The date a non-immediate Article 4 Direction comes into force 
must be between 28 days and two years following the date the representation 
period began. In this case it is proposed that the Direction will come into force on 
31 May 2019, which is the date the City of London‟s current exemption will lapse, 
subject to consideration of any representations and confirmation of the Direction. 
Once the Article 4 Direction comes into force there will be no right to claim 
compensation for the loss of the PD right, as more than 12 months advance 
notice will have been given. This is the recommended approach. 

 
Proposals 
 
14. It is recommended that the City Corporation make a non-immediate Article 4 

Direction, removing the PD right for the change of use from offices (B1(a)) to 
dwellinghouses (C3), covering the whole of the City of London. The proposed 
Direction and map outlining the extent of the Direction are attached at Appendix 
1. The evidence base is attached at Appendix 2, with the key justification 
summarised in paragraphs 15 and 16 below. 

  
15. The introduction of a PD right for the change of use from offices (B1(a)) to 

dwellinghouses (C3) could lead to a significant loss of existing employment 
space in the City of London, with losses likely to be concentrated in the stock of 
smaller and older offices which play an important role in accommodating start- 
ups and SMEs. Technical work has been commissioned to assess the potential 
scale of this loss after 2019, but earlier research undertaken for the City 
Corporation suggested that up to 18% of the City‟s office stock could be 
vulnerable to unrestricted change of use. Not only would the loss of office stock 
impact on the potential for business development, and the potential to 
accommodate new jobs, the uncontrolled spread of housing across the City into 
commercial areas could impact on the 24 hour operations of many existing City 
businesses and frustrate future commercial development. The City of London 
contributes 13% of London‟s GVA and around 3% of the UK‟s GVA, and houses 
15% of the UK‟s financial services employees. The potential loss of office space 
and office development potential could therefore have significant impacts on the 
London-wide and national economies. International companies which are 
dissatisfied with the City of London as a business location could easily relocate 
their activities abroad, taking jobs and investment out of the UK. The 
Government has previously recognised the important role that the City plays in 
the national economy by granting a temporary exemption from national permitted 
development rights. The same justification that supported this exemption applies 
to consideration of the need to make an Article 4 Direction to permanently 
remove the office to residential PD right.  

 
16. The current exemption from national PD rights applies to the whole of the City of 

London. The City of London, being just over one square mile in size, is 
significantly smaller than all other local authorities and is host to an intensive 
concentration of inter-connected and mutually supporting commercial activities 
which extend across virtually the whole of the City. Although individual sectors 
congregate in different sub-localities of the City, the essential character of the 
City is that of a unified and integrated business district. This provides justification 
for making an Article 4 Direction which covers the whole of the City of London.  



 
17. The next steps after making the Article 4 Direction are: 

 Give notice of the Direction by local advertisement in at least one newspaper 
in the area, display site notices at no fewer than 2 locations for a period of not 
less than 6 weeks, and give notice on the City Corporation‟s website. 

 Notify owners and occupiers of the affected properties and land, unless the 
number makes this impracticable. As the intention is to make a City-wide 
Direction, this requirement will be met by way of the notices outlined above. 
The City Corporation must allow at least 21 days for any representations to be 
made. 

 Serve individual notices where the owner or occupier is a statutory undertaker 
or the Crown. 

 On the date the notice is first published or displayed, give notice and a copy of 
the Direction to the Secretary of State. 

 Report back to Planning & Transportation Committee with the outcome of the 
consultation so that any representations received are taken into account in 
deciding whether to confirm the Article 4 Direction. If it is necessary to 
materially change the Direction as a result of comments made during the 
consultation, then re-consultation on the Direction will be required. 

 If the Direction is confirmed, give notice of the confirmation of the Article 4 
Direction and the date it comes into force in the same way as required when 
the Direction was made and send a copy to the Secretary of State.  

 
Corporate & Strategic Implications 
 
18. The making of an Article 4 Direction would be in accordance with the adopted 

London Plan 2016, the draft London Plan 2017 and the City of London Local 
Plan 2015, which seek to maintain the City‟s role as a strategically important, 
globally orientated financial and business centre. The Direction would accord 
with the Vision and Strategic Aims of the Corporate Plan 2015-19 and the draft 
Corporate Plan for 2018-23, which seek to support and promote the City as the 
world‟s leading financial and professional services centre 

 
19. The making and confirmation of a non-immediate Article 4 Direction, as set out 

above, would mean that compensation for the removal of PD rights would not be 
payable. Retaining a requirement for planning permission would enable the City 
Corporation to continue to seek s106 planning obligations and CIL payments.  

 
Health Implications 
 
20. There are no health implications arising from this report. 
 
Equality Impact Assessment 
 
21. An Equality Analysis Test of Relevance screening has been undertaken which 

has concluded that no equality group will be negatively impacted by this 
proposal. 

 
 
 



Conclusion 
 
22. The City of London currently enjoys an exemption from national PD rights for the 

change of use of offices (B1(a)) to residential (C3) on the grounds that it is a 
nationally significant area of economic activity. This exemption lasts until 30 May 
2019 after which national permitted development rights will operate in the City of 
London.  

 
23. Loss of planning control over the change of use of offices to residential could 

significantly impact on the beneficial cluster of offices in the City and threaten its 
role as a world leading financial and business services centre. To ensure that the 
City Corporation retains planning control over proposals for changes of use from 
offices to residential, an Article 4 Direction is required to remove PD rights. 

 
24. Developers affected by the removal of PD rights can apply for compensation in 

respect of abortive expenditure or other loss or damage attributable to the 
withdrawal of PD rights. To avoid potentially significant compensation claims, it is 
proposed that the City Corporation make a non-immediate Article 4 Direction 
which would come into force on 31 May 2019, subject to consideration of any 
representations and confirmation by the City Corporation. 

 
Appendices 
 

 Appendix 1 – Proposed Article 4 Direction and map showing extent of the 
Direction 

 Appendix 2 – evidence base supporting the application of the proposed Article 4 
Direction 

 
 
Background Papers 
 
Letter from DCLG confirming the City of London‟s exemption from national PD rights 
for the change of use of offices (B1(a)) to residential (C3), 10 May 2013. 
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