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Underused Housing Tax – the Federal one! 

The Underused Housing Tax (“UHT”) is a new Federal tax of 1% on the value of vacant or underused housing in Canada 

that took effect on January 1, 2022.  In reading that first line, you probably think this doesn’t apply to you. Think again. 

Think of penalties of $5,000 for individuals and $10,000 for corporations. 
 

There are many situations where there will be an exemption from this 1% tax, but you’d still be required to file the new 
UHT annual return (UHT-2900) or be assessed those penalties. We’ve heard of many cases in the past where people 

have been assessed a $1,500 penalty for not filing a T1135 form reporting their foreign assets, even though they declared 
all the income on those foreign assets. So don’t assume CRA won’t assess those penalties, just because you qualify for 

an exemption from this tax.  

 
There are many details about this new tax and its exemptions. Here are a few key points to consider: 

 

• Only residential properties are affected – detached or semi-detached homes that contain 3 dwelling units or less; 
a townhouse; a condo; duplexes and triplexes. 

 

• Canadian citizens and permanent residents qualify for an exemption from the 1% tax and filing of the annual 

return – but this exemption doesn’t apply if you are a partner of a partnership, or a trustee (other than a personal 
representative for a deceased taxpayer).  

 

• There’s no exemption from filing the return for private corporations. 
 

• Don’t confuse this tax with other “vacancy” taxes on residential properties that are provincial or municipal-based. 

This is a federal tax. 
 

• There is no time limit for the CRA to assess the UHT, penalties, and interest. 
 

The first UHT return is due on April 30th, 2023, for residential properties held as of December 31, 2022.  Contact your 
Padgett advisor to discuss your situation.                                    

 

 
 

 

 

 

 

Padgett Business Services is dedicated to meeting the tax, government compliance, profit & financial reporting 

and payroll needs of businesses with fewer than 20 employees in the retail and service sector of the economy. 

This publication suggests general business planning concepts that may be appropriate in certain situations. It 

is designed to provide complete and accurate information to the reader. However, because of the complexities 

of the tax law and the necessity of determining whether the material discussed herein is appropriate to your 

business, it is important you seek advice from your Padgett office before implementing any of the concepts 

suggested in this newsletter. 

  

 


