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Rental Property Expenses

Generally, you can deduct any reasonable expenses you incur to earn rental income.
The two basic types of expenses are:

1. Current or Operating Expenses

Current or operating expenses are recurring expenses that provide a short-term benefit. An example of a current
expense is the cost of repairs to keep a rental property in the same condition it was in when purchased. You can deduct
current expenses from your gross rental income in the year you incur them.

- advertising costs

+ insurance premiums

» interest expense

« condo fees

+ mortgage penalties

« financing fees

« commission to agents to collect rent

- legal expenses to prepare leases or collect overdue rents

+ lease cancellation penalties

« maintenance and repairs

- office expenses

+ property taxes

. utilities

+ landscaping costs

Expenses you cannot deduct from rental income:

« the principal portion of mortgage payment,
+ penalties from tax assessments, and
« the value of your own labour for services you provide.

2, Capital expenditures (Capital Cost Allowance (CCA))

Capital expenditures provide a benefit which usually lasts longer than the current year. Costs to purchase or improve
your property are examples of capital expenditures. Generally, you cannot deduct the full amount of these expenditures
in the year you incur them. Instead, you can deduct part of their cost each year as capital cost allowance.

« the purchase price of the property,

+ legal fees and other costs connected with buying the property,

+ the cost of furniture and equipment that you are renting with the property, and

. costs relating to construction, renovation, or alteration (soft costs) of the property.

In some circumstances, current expenditures can be considered capital. For example, “soft costs” such as interest, legal fees,
accounting fees and property taxes incurred during a period of construction of a rental building may have to be added to
the capital cost of the building.

Major repair and other expenditures that extend the useful life of your property or improve it beyond its original condition
are usually capital expenditures such as a new roof and windows.



