
Officer briefing note providing factual information on the subject matter of the 

Council Motion from the Independent Group 

Classification of properties between Domestic & Commercial 
 

• The Valuation Office Agency (VOA) is an executive Agency of HM Revenues 
and Customs and they have the responsibility for valuing properties for the 
purposes of council tax (domestic properties) and non-domestic rates 
(commercial properties). 

 

• The VOA is governed by legislation which dictates the classification of a 

particular property and whether it ultimately attracts a liability for Council Tax 

or Business rates. The key to whether a property is deemed domestic or 

commercial relies on the definition of a dwelling as defined within Section 3 of 

the Local Government Finance Act 1992 

 

• A dwelling is referenced from the now repealed General Rate Act 1967 in 

which it is defined as a hereditament which is used wholly for the purposes of 

a private dwelling or private dwellings. 

 

• The Valuation Office Agency has determined that student accommodation is a 

residential dwelling, and is entered onto the council tax valuation lists 

accordingly. 

 

• Any household that consists solely of full-time students (that is students 

studying for at least 21 hours each week for a calendar or academic year) is 

exempt from paying council tax. 

Council Funding 
 

• Up to 2013/14, the Local Government Funding system did recognise, to a 
degree, the exemption of student dwellings from paying Council Tax via a 
“resource equalisation” adjustment mechanism. 

 

• In simple terms, an authority with lots of student exemptions would have a 
lower Council Tax base and therefore generate lower Council Tax income 
from which to fund services, so this would be “equalised” through higher 
government grant funding. 
 

• By way of illustration, based on 2,833 dwellings occupied as student HMO’s, 
assuming these were all Band C rated properties for Council Tax purposes, 
the Council could have been receiving around £3m in Council Tax if these 
were not treated as exempt dwellings. The government grant calculations are 
extremely complex and it is no longer possible to track through specific 
elements of funding. 

•  



• The grant position was effectively fixed in 2013/14 following changes to the 
Local Funding System and the element of “resource equalisation” will not be 
updated until government undertakes the next “reset”, currently planned for 
2020. Therefore the Council’s general grant funding will continue to reduce in 
line with government spending reductions. 

 
 
Changes in Legislation 
 

• Any change in the position highlighted above in respect of Council Tax and 
Business Rates chargeable on Student Accommodation would require 
Government to agree to amend the relevant legislation. 

 

Relevant Housing Statistics 

• Within B&NES there are around 6,310 HMOs (B&NES House Condition 
Survey 2012) 

 

• Research indicates that within Bath 2,833 dwellings are occupied as student 
HMOs, housing around 11,300 students.  This figure excludes purpose built 
accommodation & on-campus provision.  (B&NES Local Plan: Student 
Numbers & Accommodation Requirements 2011-2029)  

 

• 7% of the city stock is estimated to be occupied as student HMOs which is 
significantly higher than most other towns/cities.  (B&NES Local Plan: Student 
Numbers & Accommodation Requirements 2011-2029) 
 

• The Universities housing needs are forecast to grow by 3,200 by 2021 and 
stabilise thereafter to 2029.  Most of this demand will be met by purpose built 
accommodation & on-campus provision.  

 

• Article 4 Planning Directive introduced to mitigate against the concentration of 
HMOs being experience in some areas & additional HMO licensing introduced 
to improve housing conditions within the sector. 


