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Canada's Underused Housing Tax Act (UHTA) will soon be entering its second year of
enforcement. The first UHTA filing and payment deadline for affected owners for the
2022 calendar year, which was extended by the Canada Revenue Agency (CRA) to
31 October 2023, is fast approaching.

While the CRA will waive penalties and interest for the 2022 calendar year if UHTA returns
and payments are received before 1 November 2023, there is currently no indication that a
delayed filing timeline will be provided for the 2023 calendar year. The UHTA filing

and payment deadline for affected owners of residential property with respect to the

2023 calendar year is 30 April 2024.

The purpose of this Tax Alert is to serve as a reminder that the UHTA contains broad annual
filing requirements for affected owners, and significant late-filing penalties of at least $5,000
for individuals and $10,000 for affected owners that are not individuals (such as
corporations) apply for each residential property, even if no underused housing tax is owing.

For an overview on who is affected by the UHTA and the resulting implications, see EY Tax
Alert 2023 Issue No. 10. For EY's complete summary of the UHTA released when the
legislation first became law, see EY Tax Alert 2022 Issue No. 35.
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https://www.ey.com/en_ca/tax/tax-alerts/2023/tax-alert-2023-no-10
https://www.ey.com/en_ca/tax/tax-alerts/2023/tax-alert-2023-no-10
https://www.ey.com/en_ca/tax/tax-alerts/2022/tax-alert-2022-no-35

Refresher: what is the UHTA?

The UHTA came into effect on 1 January 2022 and remains unchanged as currently enacted.
The primary purpose of the legislation is to levy a tax on the direct and indirect ownership by
nonresidents of certain residential properties situated in Canada that are considered vacant
or underused. However, Canadian individuals and entities may fall into the scope of being an
affected owner and thus have annual UHTA filing obligations despite no tax ultimately

being payable.

Broadly speaking, the UHTA categorizes owners of residential property situated in Canada as
either affected owners or excluded owners. Affected owners of residential property are
required to file an annual UHTA return and may also be liable for a 1% tax on the residential
property’s taxable value unless one of several exemptions applies. On the other hand, excluded
owners are exempted from both the annual UHTA return filing obligation and the 1% tax.

Properties covered by the UHTA are “residential property”, generally meaning a detached
house or similar building (containing not more than three dwelling units), or a part of a
building that is a semi-detached house, row-house unit, residential condominium unit or other
similar premises. Owners of high-density rental real estate such as apartment buildings should
be unaffected; however, owners of stratified properties with separate title will be impacted.
The UHTA could therefore also extend to include Canadian real estate developers as affected
owners who own completed but unsold inventory on 31 December that meets the “residential
property” definition, or Canadian investment funds that own pools of residential property.

Generally speaking, an owner is a person identified in respect of the residential property in
the applicable land registration system where the residential property is located. An excluded
owner generally includes publicly listed corporations, registered charities and individuals who
are citizens or permanent residents of Canada, but generally excludes individuals acting in
their capacity as a trustee or as a partner in a partnership. Unfortunately, privately owned
Canadian resident corporations, personal trusts and partnerships that are owners of
residential property do not fall within the scope of an excluded owner and are therefore
required to file an annual UHTA return for each residential property owned; however, certain
exemptions from the imposition of the 1% tax may be available. Whether an exemption from
the 1% tax is available for certain complex real estate ownership structures may require
consultation with your advisor.

The CRA continues to provide guidance, such as an interactive self-assessment tool and a
series of underused housing tax notices addressing questions and topics.
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https://www.canada.ca/en/services/taxes/excise-taxes-duties-and-levies/underused-housing-tax.html
https://www.canada.ca/en/services/taxes/excise-taxes-duties-and-levies/underused-housing-tax/underused-housing-tax-technical-information/underused-housing-tax-notices.html

The chart below may assist you in determining your obligations under the UHTA.

UHT Tax and Filing Obligations

Owwner
(of residential property in Canada)

Excluded owner Affected owner
Eligible for an Mo exemption
exemption available
Mo tax ar filing Annual return filing Tax Nability and
obligation obligation only annual return filing

obligation

What are the next steps?

We recommend you consult with your real estate lawyer to identify all instances of Canadian
residential property ownership, including bare trust and nominee ownership arrangements, and
discuss with your advisor a recommended approach to ensuring compliance with the UHTA.

As noted above, a failure to file the UHTA return by 31 October 2023 exposes an entity to a
minimum penalty of $10,000 per return, even if no UHTA tax is owing as a result of accessing
a particular exemption.! Since a separate UHTA return is required for each property owned,
the exposure for non-compliance could therefore be multiplied across the number of
properties owned.

1 The minimum penalty for individuals is $5,000 per return.
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Learn more

For more information, please contact your EY or EY Law advisor or one of the following
professionals:

Toronto

Jeremy Shnaider
+1 416 943 2657 | jeremy.shnaider@ca.ey.com

Matthew Mammola
+1 416943 2779 | matthew.mammola@ca.ey.com

Gabriel Baron
+1 416932 6011 | gabriel.baron@ca.ey.com

David Robertson
+1 403 206 5474 | david.d.robertson@ca.ey.com

Montreal

Jadys Bourdelais
+1 514 879 6380 | jadys.bourdelais@ca.ey.com

Philippe Dunlavey
+1 514 879 2662 | philippe.dunlavey@ca.ey.com

Ottawa

Chris Jerome
+1 613 598 4865 | chris.jerome@ca.ey.com

Waterloo

Ameer Abdulla
+1 519571 3349 | ameer.abdulla@ca.ey.com

Saskatoon

Ryan Ball
+1 306 649 8225 | ryan.ball@ca.ey.com

Wes Unger
+1 306 649 8247 | wes.unger@ca.ey.com
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Calgary

Thomas Brook
+1 416943 2117 | thomas.brook@ca.ey.com

Dean Radomsky
+1 403 206 5180 | dean.w.radomsky@ca.ey.com

Sanjaya Ranasinghe
+1 780 441 4692 | sanjaya.ranasinghe@ca.ey.com

Edmonton

Hayat Kirameddine
+1 780 412 2383 | hayat.kirameddine@ca.ey.com

Vancouver

Perry Yuen
+1 604 643 5451 | perry.yuen@ca.ey.com
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EY | Building a better working world

EY exists to build a better working world, helping to create
long-term value for clients, people and society and build
trust in the capital markets.

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help
clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new
answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young Global
Limited, a UK company limited by guarantee, does not provide
services to clients. Information about how EY collects and uses
personal data and a description of the rights individuals have
under data protection legislation is available via ey.com/privacy.
For more information about our organization, please visit
ey.com.

About EY's Tax Services

EY's tax professionals across Canada provide you with deep
technical knowledge, both global and local, combined with
practical, commercial and industry experience. We offer a range
of tax-saving services backed by in-depth industry knowledge.
Our talented people, consistent methodologies and unwavering
commitment to quality service help you build the strong
compliance and reporting foundations and sustainable tax
strategies that help your business achieve its potential. It's how
we make a difference.

For more information, visit ey.com/ca/tax.

About EY Law LLP

EY Law LLP is a national law firm affiliated with EY in Canada,
specializing in tax law services, business immigration services
and business law services.

For more information, visit eylaw.ca.

About EY Law's Tax Law Services

EY Law has one of the largest practices dedicated to tax
planning and tax controversy in the country. EY Law has
experience in all areas of tax, including corporate tax, human
capital, international tax, transaction tax, sales tax, customs and
excise.

For more information, visit http://www.eylaw.ca/taxlaw

© 2023 Ernst & Young LLP. All Rights Reserved.
A member firm of Ernst & Young Global Limited.

This publication contains information in summary form, current as of the
date of publication, and is intended for general guidance only. It should
not be regarded as comprehensive or a substitute for professional advice.
Before taking any particular course of action, contact EY or another
professional advisor to discuss these matters in the context of your
particular circumstances. We accept no responsibility for any loss or
damage occasioned by your reliance on information contained in this
publication.
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