Second home owners exploit loophole to dodge council tax increases
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In a developing situation surrounding second home ownership, reports indicate that some owners are utilising a little-known loophole to circumvent significant council tax increases in popular British holiday destinations, particularly in coastal areas like Padstow, Cornwall. This situation comes in the wake of policy changes introduced under the 2023 Levelling Up and Regeneration Act, which grants local authorities the power to impose a 100 per cent premium on council tax for second homes starting from April 1, 2023.
The loophole being leveraged involves placing these properties on the market for sale. By officially listing their second homes, owners can qualify for a 12-month exemption from the elevated council tax rates, even if there is little intention to sell. This practice has raised concerns among local leaders and residents, as there has been a notable influx of properties for sale in attractive holiday spots, leading to claims that sellers are exploiting this regulatory gap.
Ben Maguire, the Member of Parliament for North Cornwall, has expressed suspicion regarding the increasing number of homes listed for sale in Padstow, a resort town popular with tourists. “Houses here sell like hot cakes. It's slightly suspicious, seeing that,” he remarked, referring to the prolonged time some properties are remaining on the market. Maguire highlighted the strain this phenomenon places on the local property market, where a noticeable number of homes—only about one in five listed are reportedly under offer, according to estate agents Hamptons—are being sold at inflated prices without tangible marketing efforts.
Harry Goodliffe, of HTG Mortgages in Hampshire, characterised this trend as some owners "playing the game" and noted that properties are being advertised at "inflated prices or with zero real marketing effort." He pointed out the legitimacy of the tactic while expressing concern about its implications, stating, “List the house, dodge the tax, but don’t actually sell.”
Local authorities are further voicing their unease. Councillor James O'Keefe, the mayor of Padstow and a lifelong resident of the town, described the influx of second homes as a growing issue. “A lot of people are putting their houses on the market which is flooding it with homes, but they’re at such ridiculous prices it's not helping the housing crisis locals face,” he commented to MailOnline. O'Keefe also observed that the local retail landscape has shifted dramatically, with many shops focused on catering to tourists rather than meeting the needs of residents.
Amid these dynamics, the average tax bill for a second home owner has surged by 77 per cent, amounting to approximately £3,672 this year. The trend of putting properties for sale, with only minimal intention of transacting, seems to mirror similar practices seen in Wales, where second home owners reportedly faced an increase in council taxes that tripled since the previous year.
In this context, local leaders are encouraging a reassessment of these loopholes to address potential exploitations that may disproportionately affect local communities and housing availability. The temporary tax exemption lasts for a maximum of 12 months, although councils retain discretionary powers to extend this if it appears a sale is nearing completion, complicating the enforcement of these new tax regulations. With such developments ongoing, property markets in holiday hotspots remain under scrutiny as both local authorities and observers consider the longer-term impacts of this trend.
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