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Who is an excluded owner?
As excluded owners are exempt from UHT  
and its filing requirements, it is important 
to first identify who qualifies as an excluded 
owner. The UHT Act includes the following 
persons as excluded owners:

1. An individual who is a citizen or permanent 
resident of Canada and owns the property in 
their personal capacity (i.e. – not as a trustee 
of a trust or partner of a partnership)

2. A public company that was incorporated 
in Canada

3. A person listed as the owner of property  
in their capacity as a trustee for a mutual 
fund trust, a real estate investment trust  
or a specified investment flow-through  
(SIFT) trust

4. Registered charities

5. A Cooperative housing corporation, hospital 
authorities, municipalities, and educational 
institutions (schools, colleges & universities)

6. An Indigenous governing body
 (cont’d)

What is the Underused Housing Tax?
The Underused Housing Tax (UHT) Act became law 
in June 2022 and requires payment of an annual tax 
on the value of vacant and underused residential 
properties by certain owner(s). Excluded owners 
(see below) are not required to file a return nor are 
they required to pay the UHT. If you are an owner of 
a residential property in Canada on December 31 of 
a calendar year and you are not an excluded owner, 
the CRA refers to you as an affected owner for the 
calendar year. All affected owners of residential 
property have to file an annual return.

The term “underused” is not specifically defined,  
rather the UHT Act provides for various situations  
where affected owners are not liable for tax even 
though they are obligated to file a UHT return (see 
How is UHT Calculated, below). Further, it is important 
to note that UHT applies to residential properties 
only, which includes detached homes (1-3 dwelling 
units), semi-detached homes, rowhouses, and 
condominiums. 

Beginning in 2022 and annually thereafter, affected 
owners who hold the property on December 31st are 
required to file a return, Form UHT-2900, no later than 
April 30th of the following year (April 30, 2023 being 
the first deadline).  
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Who is an excluded owner (cont’d)

The most common exclusion owners will find themselves in is the exclusion  
for individuals who are Canadian citizens or permanent residents. However, it  
is important to note that Canadian private corporations, Canadian partnerships, 
and many Canadian trusts are not included as excluded owners. 

Penalties: Non-Compliance
The UHT Act imposes steep penalties for an affected owner’s failure to file the 
required return, being a minimum of $5,000 for individual owners and $10,000 for 
other than individual owners. The penalty for individual owners is calculated as the 
greater of $5,000 and a percentage of the tax otherwise owing, with the percentage 
being 5% + 3% per month after the due date. The penalty for other than individual 
owners is calculated as the greater of $10,000 and a percentage of the tax otherwise 
owing, with the percentage also being 5% + 3% per month after the due date.

Further, if the return is not filed by December 31st of the following calendar year, 
the taxes will be calculated without reference to some of the exemptions from tax 
otherwise permitted. 

As a result, it is critical that you properly evaluate your filing requirements under 
the UHT Act as failing to file a return when otherwise required will have costly 
consequences. 

How is UHT Calculated
While all affected owners are required to file a UHT tax return, the requirement 
to pay tax will not be overly common due to the UHT Act providing for a variety of 
situations where no taxes payable will result. Some of the most common situations 
are outlined below while a more detailed list is attached as Appendix A:

Ownership situations  
where no taxes payable will result

1. Trustee of a trust having only
Canadian beneficiaries

2. A partner of a partnership where all
partners are Canadian

3. Canadian private corporations with
Canadian shareholders

Property situations  
where no taxes payable will result

1. Seasonal properties (i.e. – not suitable for
year-round use or inaccessible for part of
the year)

2. Properties that are uninhabitable due
to specific circumstances (i.e. – Natural
disasters, major renovations, etc.)

3. Properties acquired during the year,
provided they were not previously owned

(cont’d)

To find a member firm near you, visit acgca.ca 
© The AC Group, 2023

http://acgca.ca/members/


3

4. The owner passed away during the year  
or the owner is the personal representative  
(i.e. – Executor) of an individual who passed 
away during the current or prior year

5. Properties constructed during the year  
and not completed until after March

6. Vacation properties located in an eligible 
area of Canada and used by the owner 
or their spouse for at least 28 days in the 
year (refer to the “Underused housing tax 
vacation property designation tool” on 
the Government of Canada’s website to 
determine if the residential property is 
located in an eligible area of Canada)

7. Properties used as a primary residence for 
the owner, their spouse, or a child studying  
at university

8. Properties that are rented, occupied for the 
purposes of an owner or their spouse to work 
under a Canadian work permit or occupied by 
a Canadian spouse or child and in each case, 
applied for more than 180 days of the year

In situations where any of the above tax exemptions 
apply, no taxes will be payable, but the affected 
owner continues to be required to file a UHT return.  

If an exemption from UHT is not available and 
a person is liable for UHT, the amount owing 
by an owner is calculated as 1% of the owner’s 
share of the value of the property. The value for 
the purposes of UHT is the lessor of the market 
value of the property and the assessed value for 
property taxes, unless the property was acquired 
during the year, in which case the purchase price 
would set the value. 

As an example, assume a property is co-owned 
by two spouses who are not otherwise excluded 
owners, has a market value of $500,000 and an 
assessed value of $400,000. In this example, each 
spouse’s share of the value of the property would 
be $200,000, being 50% of the lessor of the market 
value and the assessed value. As such, the UHT 
incurred by each spouse would be $2,000, being 
$200,000 x 1%.

Property situations where no taxes 
payable will result (cont’d)

Conclusion
The UHT Act is unfortunately complex with potential for severe penalties in 
situations of non-compliance. As a result, if you have any uncertainty as to whether 
or not you may be required to file a return as required by the UHT Act, you should 
consult with your accounting and tax professional as soon as possible to ensure the 
April 30th, 2023 filing deadline can be achieved, if necessary. 

Disclaimer
The above is intended to be an overview of the tax filing requirements under the 
UHT Act and should not be relied or acted upon as advice. 

Canada Revenue Agency Resources
www.canada.ca/en/revenue-agency/services/forms-publications/publications/
uhtn1/introduction-underused-housing-tax.html
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Property situations where no taxes payable will result

4. The residential property is not suitable  
for year-round use as a place of residence

5. The residential property is seasonally 
inaccessible because public road access is  
not maintained year-round 

6. The property in uninhabitable for a period  
of 60 days or more during the year as a result 
of an event beyond the owner’s control (i.e.  
– natural disaster, hazardous situation, etc.) 

7. The property is uninhabitable for a period 
of 120 days or more due to completion of 
renovations without reasonable delay 

8. The owner acquired the property during the 
year and did not previously own the property 
in the past 9 years 

9. The owner passed away during the year 

10. The owner is the personal representative  
(i.e. – Executor) of an individual who passed 
away during the current or prior year 

11. Where a property is co-owned and one owner 
passes away, the surviving owner shall not 
be subject to tax in the year of the deceased 
owners passing or the subsequent year 

12. The construction of the residential property 
was not completed before April of the 
calendar year 

13. Vacation properties located in an eligible 
area of Canada and used by the owner 
or their spouse for at least 28 days in the 
year (refer to the “Underused housing tax 
vacation property designation tool” on 
the Government of Canada’s website to 
determine if the residential property is 
located in an eligible area of Canada).

14. The residential property is the primary  
place of residence for the individual owner  
or their spouse 

15. The residential property is the primary  
place of residence for the individual owner’s 
child for the purposes of authorized study  
at a designated learning institution  
(i.e. – university) 

16. For more than 180 days of the calendar  
year, the property is used as follows:

a. Rented for market value rent under 
written agreement

b. Occupied by the individual owner or 
their spouse who is in Canada to pursue 
authorized work under a Canadian work 
permit

c. Occupied by a Canadian citizen or 
permanent resident who is the spouse  
or child of the individual owner

Ownership situations where no taxes payable will result

1. Specified Canadian Corporations, being corporations incorporated in Canada with 
more than 90% of its ownership, representing both votes and value, being Canadian 
citizens, permanent residents of Canada and/or other Canadian corporations

2. Specified Canadian Partnerships, being a partnership where all partners are excluded 
owners or Specified Canadian Corporations 

3. A person listed as the owner of property in their capacity as a trustee and all 
beneficiaries of the trust are excluded owners or Specified Canadian Corporations 

Appendix A 
Situations Resulting in No UHT Payable
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