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NOTE:  In  th is  publ icat ion,  the text  inser ted between square brackets 
represents the regular  pr int  in format ion.  

Is this guide for you? 
Use th is  guide i f  you had renta l  income f rom real  estate or  other  
property in  the current  tax year.  The informat ion in th is  guide re lates 
main ly  to rent ing real  estate,  but  some of  the informat ion wi l l  apply to 
other  types of  renta l  property.  

This guide wi l l  help you determine your gross renta l  income, the 
expenses you can deduct ,  and your net  renta l  income or  loss for  the 
year.  

To determine i f  your  income is  f rom property or  f rom a business,  see 
Chapter  1.  To f ind out  i f  you are a par tner  of  a par tnership or  a 
co-owner,  see "Are you a co-owner or  a par tner  of  a par tnership?" on 
page 30 [8] .  

We have def ined some of  the terms used in th is  guide in "Def in i t ions"  
on page 12 [5] .  You may want  to read i t  before you star t .  
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Throughout  th is  guide,  we refer  to other  guides,  forms,  in terpretat ion 
bul le t ins,  and informat ion c i rculars.  General ly ,  i f  you need any of  
these,  go to www.cra.gc.ca/forms.  You may want  to bookmark th is  
address for  easier  access to our  Web s i te in  the future.  

The term income tax return  used in th is  guide has the same meaning 
as income tax and benefi t  return.  

I f  you have a v isual  impairment ,  you can get  our  publ icat ions in 
bra i l le ,  large pr int ,  e text  (CD),  or  MP3. For  more informat ion,  go to 
www.cra.gc.ca/alternate  or  ca l l  1-800-959-2221.  

La vers ion f rançaise de cet te publ icat ion est  in t i tu lée REVENUS DE 
LOCATION.  

What's new for 2011? 

New fi l ing requirements for partnerships 
Partnerships wi th less than s ix  par tners wi l l  no longer automat ical ly  
be exempt f rom f i l ing a T5013 par tnership return.  Instead i t  wi l l  
depend on cer ta in f inancia l  thresholds and the type of  par tners.  
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This administ rat ive pol icy change shi f ts  the CRA's focus to the 
nature of  a par tnership and i ts  f inancia l  act iv i t ies rather  than the 
number of  par tners in  the par tnership.  For  more informat ion,  go to 
www.cra.gc.ca/partnership  or  see "Are you a co-owner or  a 
par tner  of  a par tnership?,"  on page 30 [8] .  
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Definitions 
CCA  –  Capi ta l  cost  a l lowance 

FMV  –  Fai r  market  value 

MURB  –  Mul t ip le-uni t  res ident ia l  bui ld ing 

UCC  –  Undepreciated capi ta l  cost  

Arm's length transaction  –  This is  an expression used to descr ibe a 
t ransact ion between unrelated par t ies.  Each par ty  acts in  h is  or  her  
own sel f - in terest .  

Related persons are not  considered to deal  wi th each other  at  arm's 
length.  Related persons inc lude:  

• ind iv iduals connected by a b lood re lat ionship,  marr iage or  
common- law partnership,  or  adopt ion;  or  

• a corporat ion and a shareholder  who contro l  the corporat ion are 
re lated.  
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Unrelated par t ies may not  be deal ing wi th each other  at  arm's length 
i f ,  for  instance,  one is  under the inf luence or  contro l  of  the other ,  i f  
one is  act ing in concert  wi th the other ,  or  i f  they have a common 
mind.  

For  more informat ion,  see Interpretat ion Bul let in  IT-419,  MEANING OF 
ARM'S LENGTH.  

Available for use – You can c la im CCA on a renta l  property only 
when i t  becomes avai lable for  use.  

A rental  property,  other than a bui lding,  usual ly  becomes avai lable 
for  use on the ear l iest  of :  

• the date you f i rs t  use i t  to  earn income; 

• the second year af ter  the year you acquire the renta l  property ;  or  

• the t ime immediate ly  before you d ispose of  the property.  

A rental  property that  is a bui lding,  or par t  of  a bui ld ing,  usual ly  
becomes avai lable for  use on the ear l iest  of :  
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• the date when construct ion of  the bui ld ing is  complete or  a fu l ly  
constructed bui ld ing is  bought ,  as long as i t  can be used at  once as 
a renta l  bui ld ing;  

• the date that  you rent  out  90% or  more of  the bui ld ing;  

• the second year af ter  the year  you acquire the bui ld ing;  or  

• the t ime immediate ly  before you d ispose of  the bui ld ing.  

For  the purpose of  determining the avai lable- for-use date,  a 
renovat ion,  a l terat ion,  or  addi t ion to a par t icu lar  bui ld ing is  
considered a separate bui ld ing.  

You may be able to c la im CCA on a bui ld ing that  is  under 
construct ion,  renovat ion,  or  a l terat ion before i t  is  avai lable for  use.  
You can deduct  CCA that  you have avai lable on such a bui ld ing when 
you have net  renta l  income f rom that  bui ld ing.  The CCA that  you can 
deduct  is  restr ic ted to the amount  of  net  renta l  income you have af ter  
you deduct  any sof t  costs for  construct ing,  renovat ing,  or  a l ter ing the 
bui ld ing.  For  an explanat ion of  sof t  costs,  see "Costs re lat ing to 
construct ion,  renovat ion,  or  a l terat ion"  on page 49 [11] .  
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Capital  cost – This is  the amount  on which you f i rs t  c la im CCA. The 
capi ta l  cost  of  a renta l  property  is  usual ly  the tota l  of :  

• the purchase pr ice,  not  inc luding the cost  of  land;  

• the par t  of  your  legal ,  account ing,  engineer ing,  insta l la t ion,  and 
other  fees that  re lates to the purchase or  construct ion of  the renta l  
property ,  exc luding the par t  that  appl ies to the land;  

• the cost  of  any addi t ions or  improvements you made to the renta l  
property af ter  you acquired i t ,  provided you have not  c la imed these 
costs as current  expenses;  and 

• for  a bui ld ing,  sof t  costs (such as interest ,  legal  and account ing 
fees,  and property taxes)  re lated to  the per iod you are construct ing,  
renovat ing,  or  a l ter ing the bui ld ing,  i f  you have not  deducted these 
expenses as current  expenses.  

For  more informat ion on current  expenses,  see "Current  or  capi ta l  
expenses" on page 42 [10] .  For  more informat ion on sof t  costs,  see 
"Costs re lat ing to construct ion,  renovat ion,  or  a l terat ion" on 
page 49 [11] .  
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Legal  and account ing fees for  buying a renta l  property are a l located 
between the cost  of  the land and the capi ta l  cost  of  the bui ld ing.  
I f  land is  acquired for  renta l  purposes or  for  construct ing a renta l  
property,  the legal  and account ing fees apply to the land.  

Capital  cost al lowance (CCA) –  In  the year you buy a depreciable 
property,  such as a bui ld ing,  you cannot  deduct  the fu l l  cost .  
However,  s ince th is  type of  proper ty wears out  or  becomes obsolete 
over t ime,  you can deduct  i ts  capi ta l  cost  over  a per iod of  several  
years.  The deduct ion for  th is  is  cal led capi ta l  cost  a l lowance.  

You usual ly  group depreciable proper t ies into c lasses.  For  example,  
appl iances and furn i ture belong to Class 8.  You have to base your 
CCA c la im on a rate assigned to each c lass of  property.  

For  the most  common c lasses of  depreciable propert ies,  see "Classes 
of  depreciable property"  on page 82 [17] .  

Common-law partner –  This appl ies to a person who is  not your 
spouse  wi th whom you are l iv ing in a conjugal  re lat ionship,  and to 
whom at  least  one  o f  the fo l lowing s i tuat ions appl ies.  He or  she:  
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(a)  has been l iv ing wi th you in a conjugal  re lat ionship for  at  least  
12 cont inuous months;   

(b)  is  the parent  of  your  chi ld  by b i r th or  adopt ion;  or  

(c)  has custody and contro l  of  your  chi ld  (or  had custody and contro l  
immediate ly  before the chi ld  turned 19 years of  age) and your 
chi ld  is  whol ly  dependent  on that  person for  support .   

In  addi t ion,  an indiv idual  immediate ly  becomes your common- law 
partner  i f  you previously l ived together  in  a conjugal  re lat ionship for  
at  least  12 cont inuous months and you have resumed l iv ing together  
in  such a re lat ionship.  Under proposed changes,  th is  condi t ion wi l l  
no longer ex is t .  The ef fect  of  th is  proposed change is  that  a person 
(other  than a person descr ibed in (b)  or  (c)  above) wi l l  be your 
common- law partner  only af ter  your  current  re lat ionship wi th that  
person has lasted at  least  12 cont inuous months.  This proposed 
change wi l l  apply to 2001 and later  years.  

Reference to "12 cont inuous months"  in  th is  def in i t ion inc ludes any 
per iod that  you were separated for  less than 90 days because of  a 
breakdown in the re lat ionship.  
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Depreciable property –  This is  any property on which you can c la im 
CCA. I t  is  usual ly  capi ta l  property  used to earn income f rom a 
business or  property.  The capi ta l  cost  can be wr i t ten of f  as CCA over 
a number of  years.  

Fair  market value (FMV) – Fair  market  value is  general ly  the h ighest  
dol lar  value that  you can get  for  a property or  serv ice in an open and 
unrestr ic ted market  between an informed and wi l l ing buyer and an 
informed and wi l l ing sel ler  who are deal ing at  arm's length wi th each 
other .  

Non-arm's length transaction  –  This is  a t ransact ion where 
two par t ies that  deal  wi th each other  are re lated to each other ,  
one par ty  exer ts  contro l  over  the other ,  or  one par ty  has benef ic ia l  
( f inancia l )  in terests in  the other .  

Proceeds of  disposit ion –  This is  usual ly  the amount  you received or  
wi l l  receive for  your property.  In  most  cases,  i t  refers to the sale pr ice 
of  the property.  This could a lso inc lude compensat ion you received for  
property that  has been destroyed,  expropr iated,  or  s to len.  For  more 
informat ion about  proceeds of  d isposi t ion,  see Interpretat ion 
Bul let in  IT-220,  CAPITAL  COST ALLOWANCE – PROCEEDS OF DISPOSIT ION 
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OF  DEPRECIABLE PROPERTY,  and i ts  Specia l  Release,  and Interpretat ion 
Bul let in  IT-285,  CAPITAL  COST ALLOWANCE – GENERAL COMMENTS.  

Rental  property – General ly  th is  refers to  a bui ld ing or  cer ta in 
leasehold in terests owned by a taxpayer (or  taxpayers)  or  a 
par tnership and pr inc ipal ly  used to generate gross revenue f rom rent .  

Spouse –  For tax purposes,  you have a spouse when you are legal ly  
marr ied.  

Undepreciated capital  cost (UCC) –  General ly ,  UCC is  equal  to  the 
tota l  capi ta l  cost  of  a l l  the propert ies of  the c lass minus  the capi ta l  
cost  a l lowance you c la imed in previous years.  I f  you sel l  depreciable 
property in  a year,  you a lso have to  subtract  f rom the UCC one of  the 
fo l lowing two amounts,  whichever is  less:  

• the proceeds of  d isposi t ion of  the property minus  the re lated 
out lays and expenses;  or  

• the capi ta l  cost  of  the property.  
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Chapter 1 – General information 
This chapter  expla ins the general  in format ion you need to know before 
you complete Form  T776,  STATEMENT OF REAL ESTATE RENTALS.  

Rental  income is  income you earn f rom rent ing property that  you own 
or  have use of .  You can own the property by yoursel f  or  wi th someone 
else.  Rental  income inc ludes income f rom rent ing:  

• houses;  

• apartments;  

• rooms; 

• space in an of f ice bui ld ing;  and 

• other  real  or  movable property.  

Rental  income can be e i ther  income f rom property or  business.  
Income f rom renta l  operat ions is  usual ly  income f rom property.  Use 
th is  guide only i f  you have renta l  income f rom property.  
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Do you have rental income or business income? 
To determine whether your renta l  income is  f rom property or  f rom 
business,  consider  the number and k inds of  serv ices you provide for  
your tenants.  

In most  cases,  you are earning income f rom property i f  you rent  space 
and provide basic serv ices only.  Basic serv ices inc lude heat ,  l ight ,  
park ing,  and laundry fac i l i t ies.  I f  you provide addi t ional  serv ices to 
tenants,  such as c leaning,  secur i ty ,  and meals,  you may be carry ing 
on a business.  The more serv ices you provide,  the greater  the chance 
that  your  renta l  operat ion is  a business.  

For  more informat ion about  how to determine i f  your  renta l  income is  
income f rom property or  income f rom business,  see Interpretat ion 
Bul let in  IT-434,  RENTAL  OF REAL PROPERTY BY INDIV IDUAL,  and i ts  
Specia l  Release.  

Note 
I f  your  renta l  operat ion is  a business,  do not  use th is  guide.  Instead,  
see Guide T4002,  BUSINESS AND PROFESSIONAL INCOME. 
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Goods and services tax/harmonized sales tax (GST/HST) new 
residential rental property rebate 
The GST/HST new resident ia l  renta l  property rebate is  general ly  
avai lable to landlords who buy or  bui ld  new resident ia l  housing,  
substant ia l ly  renovate exis t ing housing,  bui ld  an addi t ion to 
mul t ip le-uni t  housing,  or  convert  a commercia l  property in to housing,  
and rent  out  the housing for  long-term use by indiv iduals as thei r  
primary  p lace of  res idence.  A rebate may a lso be avai lable to 
persons who supply land by way of  lease for  res ident ia l  use ( inc luding 
the lease of  s i tes in  a res ident ia l  t ra i ler  park) .  

For  more informat ion,  see Guide RC4231,  GST/HST NEW RESIDENTIAL  
RENTAL  PROPERTY REBATE.  

I f  you are apply ing for  a new resident ia l  renta l  property  rebate,  use 
Form GST524,  GST/HST NEW RESIDENTIAL  RENTAL  PROPERTY REBATE 
APPLICATION.  I f  you are c la iming a rebate for  mul t ip le uni t  housing,  
such as an apartment  bui ld ing or  a t r ip lex (excluding condominium 
uni ts  and a duplex) ,  you a lso need to complete Form GST525,  
SUPPLEMENT TO THE NEW RESIDENTIAL  RENTAL  PROPERTY REBATE 
APPLICATION – CO-OP AND MULTIPLE UNITS.  
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Other  rebates may apply,  see the fo l lowing forms:  

• RC7003-ON, Ontar io Reta i l  Sales Tax (RST) Transi t ional  
New Housing Rebate for  Certa in Non-Regist rants 

• RC7003-BC, Br i t ish Columbia Provinc ia l  Sales Tax (PST) 
Transi t ional  New Housing Rebate for  Certa in Non-Regist rants 

• RC7002-ON, Ontar io Reta i l  Sales Tax (RST) Transi t ional  New 
Housing Rebate – Apartment  Bui ld ings 

• RC7002-BC, Br i t ish Colombia Provinc ia l  Sales Tax (PST) 
Transi t ional  New Housing Rebate – Apartment  Bui ld ings 

• RC7001-ON, Ontar io Reta i l  Sales Tax (RST) Transi t ional  New 
Housing Rebate – Condominiums 

• RC7001-BC, Br i t ish Columbia Provinc ia l  Sales Tax (PST) 
Transi t ional  New Housing Rebate – Resident ia l  Condominiums 

• RC7000-ON, Ontar io Reta i l  Sales Tax (RST) Transi t ional  New 
Housing Rebate 

• RC7000-BC, Br i t ish Columbia Provinc ia l  Sales Tax (PST) 
Transi t ional  New Housing Rebate.  
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GST/HST rebate for partners 
To determine i f  you are a par tner,  see "Are you a co-owner or  a 
par tner  of  a par tnership?" on page 30 [8] .  

I f  you are an indiv idual  who is  a member of  a par tnership,  you may be 
able to get  a rebate for  the GST/HST you paid on cer ta in expenses.  
The rebate is  based on the GST/HST you paid on expenses you 
deducted f rom your share of  the par tnership income on your income 
tax return.  However,  specia l  ru les apply i f  your  par tnership paid you 
an a l lowance for  those expenses.  For  more informat ion,  see 
"Al lowances" in  Guide RC4091,  GST/HST REBATE FOR PARTNERS.  

As an indiv idual  who is  a member of  a par tnership,  you may qual i fy  for  
the GST/HST partner  rebate i f :  

• the par tnership is  a GST/HST regist rant ;  and 

• you personal ly  paid GST/HST on expenses that :  

–  you d id not  incur  on the account  of  the par tnership;  and 

–  you deducted f rom your share of  the par tnership income on your 
income tax return.  
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Examples of  expenses subject  to GST/HST are vehic le costs,  meals,  
and enter ta inment.  The rebate may a lso apply to the GST/HST you 
paid on motor  vehic les,  musical  inst ruments,  and a i rcraf t ,  for  which 
you deducted CCA. 

The e l ig ib le por t ion of  CCA is  the par t  of  the CCA that  you deducted 
on your income tax return in  the tax year,  that  re lates speci f ica l ly  to a 
motor  vehic le,  musical  inst rument ,  or  a i rcraf t  on which you paid 
GST/HST and that  is  e l ig ib le for  the rebate to the extent  that  the 
par tnership used the property to make taxable suppl ies.  

I f  you deduct  CCA on more than one property of  the same c lass,  you 
have to separate the por t ion of  the CCA for  the property that  qual i f ies 
for  the rebate f rom the CCA for  the other  property.  I f  any par t  of  the 
rebate re lates to the CCA deduct ion for  a motor  vehic le,  a musical  
inst rument,  or  an a i rcraf t ,  you have to reduce the undepreciated 
capital  cost (UCC)  o f  the re lated property by that  par t  of  the rebate.  
For  more informat ion,  see "Def in i t ions"  on page 12 [5] .  

F i le  Form GST370,  EMPLOYEE AND PARTNER GST/HST REBATE 
APPLICATION,  to c la im your GST/HST rebate.  I f  you receive th is  rebate 
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for  par tners,  you have to inc lude i t  in  your income for  the tax year in  
which you receive i t .  

For  example,  i f  in  2011 you receive a GST/HST rebate re lat ing to the 
2010 tax year,  you have to inc lude the amount  of  the rebate on your 
income tax return for  2011.  

• Report  the amount  of  the GST/HST rebate for  par tners that  re lates 
to e l ig ib le expenses other  than CCA on l ine 9974 in the sect ion 
"Expenses,"  on page 10 [1]  of  your  2011 Form T776,  STATEMENT OF 
REAL ESTATE RENTALS.  

• In  Area A on page 11 [2]  of  Form T776,  reduce the undepreciated 
capi ta l  cost  (UCC) for  the beginning of  2011 by the por t ion of  the 
rebate that  re lates to the e l ig ib le CCA. 

For more informat ion about  the GST/HST rebate for  par tners,  see 
Guide RC4091,  GST/HST REBATE FOR PARTNERS,  which inc ludes 
Form GST370.  
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Keeping records 
Keep deta i led records of  a l l  the renta l  income you earn and the 
expenses you incur .  You have to support  your  purchases and 
operat ing expenses wi th:  

• invoices;  

• receipts;  

• contracts;  or  

• other  support ing documents.  

Do not  send us these records when you f i le  your income tax return.  
Keep them in case we ask to see them. We may disal low al l  or  par t  of  
your  expenses i f  you do not  have receipts or  other  documents to 
support  them. 

For more informat ion on operat ing expenses,  see "Expenses" on 
page 40 [10] .  

General ly ,  you must  keep your records for  s ix  years f rom the end of  
the tax year to which they re late.  For  more informat ion about  keeping 
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records,  see Guide RC4409,  KEEPING RECORDS,  or go to  
www.cra.gc.ca/records.  

Chapter 2 – Calculating your rental income or loss 
I f  you received income f rom rent ing real  estate or  other  real  property,  
you have to f i le  a statement of  income and expenses.  

We have provided copies of  Form T776,  STATEMENT OF REAL ESTATE 
RENTALS,  at  the end [ in  the middle]  of  th is  guide to help you calculate 
your renta l  income and expenses for  income tax purposes.  Al though 
we accept  other  types of  f inancia l  s tatements,  we encourage you to 
use Form T776.  

Form T776 inc ludes areas for  you to  enter  your gross rents,  your  
renta l  expenses,  and any capi ta l  cost  a l lowance.  To calculate your 
renta l  income or  loss,  complete the areas of  the form that  apply to 
you.  

This chapter  expla ins how to complete Form T776,  STATEMENT OF 
REAL ESTATE RENTALS,  as far  as l ine 9946,  "Your net  income ( loss) . "  
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Pages 11 to 20 [The back]  of  the form conta ins charts to calculate 
your capi ta l  cost  a l lowance,  which we expla in in  Chapter  3.  

Note 
Rental  losses are not  a l lowed i f  your  renta l  operat ion is  a 
cost-shar ing arrangement rather  than an operat ion to make a prof i t .  
For  more informat ion,  see "Rent ing below fa i r  market  value" on 
page 76 [16] .  

Form T776, Statement of Real Estate Rentals 
I f  you are a sole proprietor,  complete a l l  the areas and l ines on 
Form T776 that  apply to you.  

Identif ication 
For the period from: 

I f  th is  is  the f i rs t  year  of  operat ion,  enter  the year,  month,  and day 
your renta l  operat ion began.  Otherwise,  enter  January 1 of  the current  
year.  Since a l l  renta l  propert ies  have a December 31 year-end,  you 
just  need to enter  the current  tax year in  the area af ter  " to:"  
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Are you a co-owner or a partner of  a partnership? 

Most of  the t ime,  i f  you own the renta l  property wi th one or  more 
persons,  we consider  you to be a co-owner.  For  example,  i f  you own 
a renta l  property wi th your spouse or  common- law partner ,  you are 
a co-owner.  

In  some cases,  i f  you are a co-owner,  you have to determine i f  a  
par tnership ex is ts .  A par tnership is  a re lat ionship between two or  
more people carry ing on a business,  wi th or  wi thout  a wr i t ten 
agreement,  to make a prof i t .  I f  there is  no business in common, there 
is  no par tnership.  That  is ,  co-ownership of  a renta l  property as an 
investment  does not  in  i tse l f  const i tu te a par tnership.  To help you 
determine i f  you are in a par tnership,  see the par tnership law for  your  
province or  terr i tory.  For  more informat ion,  see Interpretat ion 
Bul let in  IT-90,  WHAT IS  A  PARTNERSHIP? 

For 2011 and later  taxat ion years,  a par tnership that  carr ies on a 
business in Canada,  or  a Canadian par tnership wi th Canadian or  
fore ign operat ions or  investments,  has to f i le  a T5013 informat ion 
return for  each f iscal  par tnership i f :  
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• at  the end of  the f iscal  per iod,  the par tnership has an absolute 
value of  revenues p lus an absolute value of  expenses of  more 
than $2 mi l l ion,  or  has more than $5 mi l l ion in  assets;  or  

• at  any t ime dur ing the f iscal  per iod,  

 • the par tnership is  a t iered par tnership (has another  
par tnership as a par tner  or  is  i tse l f  a  par tner  in  another  
par tnership) ;  

• the par tnership has a corporat ion or  a t rust  as a par tner ;  

• the par tnership invested in f low-through shares of  a 
pr inc ipal -business corporat ion that  incurred Canadian 
resource expenses and renounced those expenses to the 
par tnership;  or  

• the Minister  of  Nat ional  Revenue requests one in wr i t ing.  

 

I f  you are a par tner  in  any of  these types of  par tnerships,  you should 
get  two copies of  a T5013 s l ip ,  STATEMENT OF PARTNERSHIP  INCOME,  or  
a T5013A s l ip ,  STATEMENT OF PARTNERSHIP INCOME FOR TAX SHELTERS 
AND RENOUNCED RESOURCE EXPENSES,  f rom the par tnership.  I f  you do 
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not  receive th is  s l ip ,  contact  the person who prepares the forms for  
the par tnership.  

For  more informat ion the return,  go to www.cra.gc.ca/partnership  or  
see T4068,  GUIDE FOR THE T5013 PARTNERSHIP  INFORMATION RETURN. 

I f  you determine that  you are a par tner  of  a par tnership and you 
received a T5013 or  T5013A s l ip ,  you do not  need to complete a l l  o f  
Form T776.  Indicate your  9 d ig i t  Par tnership Business Number as wel l  
as your percentage of  the ownership of  your  renta l  property  in  the 
Ident i f icat ion area.  Enter  on l ine e the amount  f rom box 26 (box 23 i f  
a  l imi ted par tnership)  of  your T5013 or  T5013A s l ip .  

You may need to adjust  your  share of  the net  par tnership income 
( loss)  of  l ine e i f  you received a GST/HST rebate for  par tners (see 
"L ine 9974 – GST/HST rebate for  par tners received in the year"  on 
page 75 [16]  )  or  i f  you are c la iming an amount  of  deductable 
expenses you had as a par tner  that  you d id not  deduct  e lsewhere on 
Form T776 (see "L ine 9943 – Other  expenses of  the par tner"  on 
page 75 [16]  ) .  Then enter  on l ine 9946 your net  income ( loss) .  
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I f  you are a par tner  in  a par tnership  and you do not  receive a T5013 
or  T5013A s l ip ,  or  i f  you are a co-owner,  complete a l l  o f  the areas of  
Form T776 that  apply to you.  Fol low the specia l  instruct ions in  th is  
chapter  to complete l ines 8299,  9369,  9936,  9943,  and 9946.  I f  you 
are such a par tner  or  co-owner,  make sure you complete the "Detai ls  
of  other  co-owners and par tners"  area of  the form. 

Tax shelter identi f icat ion number 

Enter  your tax shel ter  ident i f icat ion number,  i f  appl icable.  You wi l l  
f ind th is  in  box 3 of  your T5013 or  T5013A s l ip .  

General ly ,  we consider  a tax shel te r  to inc lude an investment  that  can 
be reasonably expected,  based on any statement,  representat ion,  or  
promot ional  l i terature,  to provide federal  tax credi ts ,  or  a combinat ion 
of  federal  tax credi ts  and losses or  other  deduct ib le amounts that  are 
equal  to or  in  excess of  a buyer 's  net  cost  in  any of  the f i rs t  four  
years.  The tota l  of  the federal  tax credi ts  and the losses or  other  
deduct ib le amounts would be equal  to ,  or  greater  than,  the cost  of  
your  share of  the investment  af ter  deduct ing the prescr ibed benef i ts .  
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For  th is  purpose,  the cost  of  your in terest  in  the property has to be 
reduced by the prescr ibed benef i ts  you or  a person wi th whom you do 
not  deal  at  arm's length wi l l  receive or  enjoy.  Prescr ibed benef i ts  
inc lude provinc ia l  or  terr i tor ia l  tax credi ts ,  revenue guarantees,  
cont ingent  l iab i l i t ies,  l imi ted recourse debt ,  and r ights of  exchange or  
convers ion.  

To c la im deduct ions or  losses f rom tax shel ter  investments,  at tach to 
your income tax return informat ion s l ips T5003,  STATEMENT OF TAX 
SHELTER INFORMATION,  and T5013A, STATEMENT OF PARTNERSHIP  
INCOME FOR TAX SHELTERS AND RENOUNCED RESOURCE EXPENSES,  i f  
appl icable.  Also at tach a completed Form T5004,  CLAIM FOR TAX 
SHELTER LOSS OR DEDUCTION,  GIFT  AND DONATION TAX CREDIT,  OR 
POLIT ICAL  DONATION TAX CREDIT.  Make sure your form shows the tax 
shel ter  ident i f icat ion number.  

Note 
An ident i f icat ion number is  issued for  administ rat ive purposes only.  
I t  does not  g ive an investor  ent i t lement  to c la im any tax benef i ts  
associated wi th the tax shel ter .  
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I f  th is  is  the f i rs t  year  you are making a c la im for  your  tax shel ter ,  
inc lude wi th your income tax return a copy of  Form T5003.  I f  the tax 
shel ter  is  a par tnership,  inc lude a T5013A s l ip  wi th your  return.  

You only have to complete Form T776 i f  you have a renta l  operat ion 
and you are report ing renta l  income or  a renta l  loss.  

For  more informat ion on tax shel ters,  go to 
www.cra.gc.ca/taxshelters.  

Details of other co-owners and partners 
Complete th is  sect ion i f  you are a co-owner or  a par tner  of  a 
par tnership.  

Income 
List  the address of  your renta l  property and the number of  uni ts  you 
rented.  
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You can receive renta l  income in the form of :  

• cash or  cheques;  

• kind (goods or  commodi t ies instead of  cash);  or  

• serv ices.  

I f  your  tenant  pays you in cash,  inc lude the tota l  rents you earned in 
the year on l ine 8141 in the "Gross rents"  column on Form T776.  I f  
your  tenant  pays you in k ind or  wi th serv ices,  report  the fa i r  market  
value as "Other re lated income" on l ine 8230.  

Example 
Glenn is  a tenant  in  an apartment  bui ld ing.  He owns a t ruck wi th a 
p lough on i t .  His landlord,  Sonya,  asked h im to p lough the park ing 
lot  af ter  every snowfal l .  Sonya does not  pay Glenn cash for  h is  
work,  but  she reduces h is  monthly rent  accordingly.  

On Form T776,  Sonya reports  the rent  she charges Glenn on 
l ine 8141,  "Gross rents,"  and the fa i r  market  value of  Glenn's 
serv ices as "Other re lated income,"  on l ine 8230.  She then c la ims 
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the fa i r  market  value of  Glenn's snow ploughing serv ices that  re late 
to her  renta l  operat ion as an expense.  

How to calculate your rental  income 

Report  the renta l  income you earned in the calendar year ( f rom 
January 1 to December 31) .  

In  most  cases,  you calculate your renta l  income using the accrual  
method.  Wi th th is  method,  you:  

• inc lude rents in  income for  the year in  which they are due,  whether 
or  not  you receive them in that  year;  and 

• deduct  your  expenses in the year you incur  them, no matter  when 
you pay them. 

However,  i f  you have pract ica l ly  no amounts receivable and no 
expenses outstanding at  the end of  the year,  you can use the cash 
method.  Wi th th is  method,  you:  

• inc lude rents in  income in the year you receive them; and 

• deduct  expenses in the year you pay them. 
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You can use the cash method only i f  your  net  renta l  income or  loss 
would be pract ica l ly  the same i f  you were using the accrual  method.  

In the examples in th is  guide,  we use the accrual  method of  report ing 
renta l  income. 

Who reports the rental  income or loss? 

The person who owns the renta l  property has to report  the renta l  
income or  loss.  I f  you are a co-owner of  the renta l  property,  your  
share of  the renta l  income or  loss wi l l  depend on your share of  
ownership.  

Report  the renta l  income the same way for  each year you own that  
renta l  property.  In  other  words,  you cannot  change the percentage of  
the renta l  income or  loss you report  each year unless the percentage 
of  your ownership in the property changes.  

Note 
Someone else may have guaranteed your loan or  mortgage.  
However,  as the owner,  you are the only one who can use the 
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re lated interest  expense to calculate your renta l  income or  loss.  For  
more informat ion,  see "L ine 8710 – Interest"  on page 56 [12] .  

For  more informat ion on report ing renta l  income between fami ly  
members,  see Interpretat ion Bul let in  IT-510,  TRANSFERS AND LOANS OF 
PROPERTY MADE AFTER MAY 22,  1985 TO A  RELATED MINOR,  and 
Interpretat ion Bul let in  IT-511,  INTERSPOUSAL AND CERTAIN OTHER 
TRANSFERS AND LOANS OF PROPERTY.  

Line 8230 – Other related income 

Rental  income may inc lude more than the rent  you receive each 
month.  I t  can a lso inc lude income f rom the fo l lowing sources.  

Premiums and leases –  You may receive an amount  for :  

• grant ing or  extending a lease or  sublease;  

• permit t ing a sublease;  or  

• cancel l ing a lease or  sublease.  

Report  a l l  or  par t  of  these amounts as "Other re lated income" on 
l ine 8230 of  Form T776.  
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Sharecropping –  You can earn income f rom rent ing farmland e i ther  in  
cash or  as a share of  the crop.  Report  any cash payments as rent  in  
the "Gross rents"  column on Form T776.  Report  the fa i r  market  value 
of  any crop share you earn on a sharecrop basis as "Other re lated 
income" on l ine 8230 of  Form T776.  

Line 8299 – Gross rental  income 

Your gross renta l  income is  your  tota l  "Gross rents,"  on Form T776.  
Enter  th is  amount  on l ine 160 of  your  income tax return.  I f  you are a 
co-owner of  the renta l  property or  a par tner  of  a par tnership that  does 
not  need to provide you wi th a T5013 or  T5013A s l ip ,  enter  the gross 
renta l  income for  the entire  property on l ine 160.  Do not  spl i t  the 
gross income according to your ownership share.  

Expenses 
General ly ,  you can deduct  any reasonable expenses you incur  to earn 
renta l  income. The two basic types of  expenses are:  

• current  expenses;  and 

• capi ta l  expenses.  
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Current  or  operat ing expenses are recurr ing expenses that  provide a 
short - term benef i t .  For  example,  a current  expense is  the cost  of  
repairs you make to keep a renta l  property in  the same condi t ion as i t  
was when you acquired i t .  You can deduct  current  expenses f rom your 
gross renta l  income in the year you incur  them. 

Capi ta l  expenses provide a benef i t  that  usual ly  lasts for  several  
years.  For  example,  costs to buy or  improve your property  are capi ta l  
expenses.  General ly ,  you cannot  deduct  the fu l l  amount  of  these 
expenses in the year you incur  them. Instead,  you can deduct  thei r  
cost  over  a per iod of  several  years as capi ta l  cost  a l lowance (CCA).  
For  more informat ion on CCA, see Chapter  3.  

Capi ta l  expenses can inc lude:  

• the purchase pr ice of  renta l  property;  

• legal  fees and other  costs connected wi th buying the property;  and  

• the cost  of  furn i ture and equipment you are rent ing wi th the 
property.  
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Current or capital  expenses 

Renovat ions and expenses that  extend the usefu l  l i fe  of  your property 
or  improve i t  beyond i ts  or ig inal  condi t ion are usual ly  capi ta l  
expenses.  However,  an increase in a property 's  market  value because 
of  an expense is  not  a major  factor  in  decid ing whether  the expense is  
capi ta l  or  current .  To decide whether an amount  is  a current  expense 
or  a capi ta l  expense,  you should consider  your answers to the 
quest ions in the fo l lowing chart .  

Criter ia 

Does the expense provide a last ing benefi t? 

Capital  expenses (See "Capi ta l  expenses – Specia l  s i tuat ions,"  on 
page 47 [ th is  page]  )  
A capi ta l  expense general ly  g ives a last ing benef i t  or  advantage.  
For  example,  the cost  of  put t ing v iny l  s id ing on the exter ior  wal ls  of  
a wooden house is  a capi ta l  expense.  
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Current expenses 
A current  expense is  one that  usual ly  recurs af ter  a short  per iod.  
For  example,  the cost  of  paint ing the exter ior  of  a wooden house is  
a current  expense.  

Criter ia 

Does the expense maintain or improve the property? 

Capital  expenses (See "Capi ta l  expenses – Specia l  s i tuat ions,"  on 
page 47 [ th is  page]  )  
The cost  of  a repair  that  improves a property beyond i ts  or ig inal  
condi t ion is  probably a capi ta l  expense.  I f  you replace wooden steps 
wi th concrete steps,  the cost  is  a capi ta l  expense.  

Current expenses 
An expense that  s imply restores a property to i ts  or ig inal  condi t ion 
is  usual ly  a current  expense.  For  example,  the cost  of  repair ing 
wooden steps is  a current  expense.  
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Criter ia 

Is the expense for a part  of  a property or for a separate asset? 

Capital  expenses (See "Capi ta l  expenses – Specia l  s i tuat ions,"  on 
page 47 [ th is  page]  )  
The cost  of  replac ing a separate asset  wi th in that  property is  a 
capi ta l  expense.  For  example,  the cost  of  buying a ref r igerator  for  
use in your renta l  operat ion is  a capi ta l  expense.  This is  the case 
because a ref r igerator  is  a separate asset  and is  not  a par t  of  the 
bui ld ing.  

Current expenses 
The cost  of  repair ing a property by replac ing one of  i ts  par ts  is  
usual ly  a current  expense.  For  instance,  e lectr ica l  wir ing is  par t  of  a 
bui ld ing.  Therefore,  an amount  you spend to rewire is  usual ly  a 
current  expense,  as long as the rewir ing does not  improve the 
property beyond i ts  or ig inal  condi t ion.  
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Criter ia 

What is the value of  the expense? (Use th is  test  only i f  you cannot  
determine whether  an expense is  capi ta l  or  current  by consider ing 
the three previous tests. )  

Capital  expenses (See "Capi ta l  expenses – Specia l  s i tuat ions,"  on 
page 47 [ th is  page]  )  
Compare the cost  of  the expense to the value of  the property.  
General ly ,  i f  the cost  is  considerab le in  re lat ion to the value of  the 
property,  i t  is  a capi ta l  expense.  

Current expenses 
This test  is  not  a determining factor  by i tse l f .  You might  spend a 
large amount  of  money for  maintenance and repairs to your property 
a l l  a t  once.  I f  th is  cost  was for  ord inary maintenance that  was not  
done when i t  was necessary,  i t  is  a maintenance expense,  and you 
deduct  i t  as a current  expense.  
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You were asking? 

Q.  My brother  and I  own an o ld apartment  bui ld ing that  we have been 
rent ing for  several  years.  In  the current  tax year,  we had the roof  
and outs ide wal ls  repaired.  The repairs to the roof  involved 
waterproof ing and re-shingl ing several  patches that  had developed 
leaks.  The bui ld ing is  made of  br ick,  and the outs ide wal ls  were 
redone using the or ig inal  br icks.  Can we deduct  these expenses in 
calculat ing our  renta l  income for  the year? 

A.  Yes.  The repairs to the bui ld ing s imply restored i t  to  i ts  or ig inal  
condi t ion.  As a resul t ,  they are current  expenses.  

I f  you need more informat ion on the d i f ference between current  
expenses and capi ta l  expenses,  see paragraph 4 of  Interpretat ion 
Bul let in  IT-128,  CAPITAL  COST ALLOWANCE –  DEPRECIABLE PROPERTY.  



–  47  –  

Capital  expenses – Special  si tuat ions 

Modif icat ions to rental  propert ies to accommodate persons with 
disabi l i t ies 

You may renovate your ex is t ing renta l  property to accommodate 
persons wi th d isabi l i t ies.  You can deduct  out lays and expenses you 
have for  e l ig ib le d isabi l i ty- re lated modi f icat ions in the year you paid 
them, instead of  having to add them to the capi ta l  cost  of  your  
bui ld ing.  El ig ib le d isabi l i ty- re lated modi f icat ions are changes you 
make to accommodate indiv iduals who have a mobi l i ty  impairment .  

These changes inc lude:  

• insta l l ing hand-act ivated e lectr ic  door openers;  

• insta l l ing inter ior  and exter ior  ramps;  and 

• modi fy ing a bathroom, e levator ,  or  doorway so a person in a 
wheelchair  can use i t .  

You can a lso deduct  expenses you pay to insta l l  or  acquire the 
fo l lowing d isabi l i ty- re lated devices and equipment:  
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• elevator  car-posi t ion indicators (such as bra i l le  panels and audio 
indicators) ;  

• visual  f i re-a larm indicators;  

• l is tening or  te lephone devices for  people who have a hear ing 
impairment ;  and 

• disabi l i ty-speci f ic  computer  so f tware and hardware at tachments.  

Buying an older bui lding 

I f  you buy an o lder  bui ld ing that  you have to repair  or  renovate to 
make i t  su i table to rent ,  the cost  of  the work is  a capi ta l  expense.  This 
is  the case even though you would usual ly  t reat  these costs as current  
expenses.  

Sell ing your property 

I f  you make repairs to your property because you want  to sel l  i t ,  or  
you make the repairs as a condi t ion of  sa le,  the repairs  are capi ta l  
expenses.  However,  we consider  the repairs  to be current  expenses i f  
they were necessary and you made them to your property or  were 
making them before you decided to sel l .  
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Costs relat ing to construction,  renovation,  or al terat ion 

You may have cer ta in costs re la t ing to the per iod you were 
construct ing,  renovat ing,  or  a l ter ing your renta l  bui ld ing to make i t  
more sui table for  rent ing.  These expenses are somet imes cal led soft  
costs.  Sof t  costs inc lude:  

• in terest ;  

• legal  fees;  

• account ing fees;  and 

• property taxes.  

Sof t  costs at t r ibutable to the per iod of  construct ion,  renovat ion,  or  
a l terat ion of  a bui ld ing are made up of  the sof t  costs re lat ing to the 
bui ld ing and those per ta in ing to the ownership of  the re lated land and 
at t r ibutable to that  per iod.  The bui ld ing 's  re lated land consists of  the 
land:  

• that  is  under the bui ld ing,  or  

• that  is  immediate ly  adjacent  to the land under the bui ld ing;  used or  
in tended for  use for  a park ing area,  dr iveway,  yard,  garden,  or  any 
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o ther  s imi lar  use;  and necessary for  the use or  in tended use of  the 
bui ld ing.  

Sof t  costs per ta in ing to a bui ld ing 's  re lated land and at t r ibutable to 
the per iod of  construct ion,  renovat ion,  or  a l terat ion are not  deduct ib le 
but  can be added to the cost  of  the bui ld ing.  However,  sof t  costs 
re lated to a bui ld ing may be deduct ib le as a current  expense or  added 
to the cost  of  the bui ld ing,  depending on your s i tuat ion.  

Sof t  costs re lated to the bui ld ing may be deduct ib le as a current  
expense i f :   

• the costs re late to the per iod you were construct ing,  renovat ing,  or  
a l ter ing the bui ld ing;  and 

• the costs re late only to construct ing,  renovat ing,  or  a l ter ing the 
bui ld ing.  

We consider  the per iod of  construct ion,  renovat ion,  or  a l terat ion to be 
completed on whichever date is  ear l ier :  

• the date the work is  completed;  or  

• the date you rent  90% or more of  the bui ld ing.  
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When these condi t ions are met,  the amount  of  sof t  costs re lated to the 
bui ld ing that  you can deduct  is  l imi ted to the amount  of  renta l  income 
earned f rom the bui ld ing.   

Sof t  costs that  do not  meet  the [above]  condi t ions on page 50 are not  
deduct ib le as a current  expense.  Add them to the capi ta l  cost  of  the 
bui ld ing and not  the land.  

Note 
CCA, landscaping costs,  and costs for  d isabi l i ty- re lated 
modi f icat ions to bui ld ings are not  sof t  costs.  Therefore,  they are not  
subject  to the sof t  cost  ru les.  For  more informat ion on CCA, see 
Chapter  3.  For  more informat ion on landscaping costs,  see 
"Landscaping costs"  on page 66 [14] .  For  more informat ion on costs 
for  d isabi l i ty- re lated modi f icat ions,  see "Modi f icat ions to renta l  
propert ies to accommodate persons wi th d isabi l i t ies"  on page 47 
[ th is  page] .  

Personal port ion 

I f  you rent  par t  of  the bui ld ing where you l ive,  you can c la im the 
amount  of  your expenses that  re late  to the rented par t  of  the bui ld ing.  
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You have to d iv ide the expenses that  re late to the whole property 
between your personal  par t  and the rented par t .  You can spl i t  the 
expenses using square metres or  the number of  rooms you are rent ing 
in the bui ld ing,  as long as the spl i t  is  reasonable.  

For  example,  i f  you rent  4 rooms of  your  10-room house,  you can 
deduct :  

• 100% of  the expenses that  re late on ly to the rented rooms, such as 
repairs  and maintenance of  the rooms; plus  

• 40% (4 out  of  10 rooms) of  the expenses that  re late to the whole 
bui ld ing,  such as taxes and insurance.  

I f  you rent  rooms in your home to a lodger or  roommate,  you can c la im 
expenses for  the par t  you are rent ing.  You can a lso c la im an amount  
for  the rooms in your home that  you are not  rent ing that  both you and 
your lodger or  roommate use.  Factors such as avai labi l i ty  for  use,  or  
the number of  persons shar ing the room, can be used to calculate the 
a l lowable expenses.  You can a lso calculate these amounts by 
est imat ing the percentage of  t ime the lodger or  roommate spends in 
these rooms ( for  example,  the k i tchen and l iv ing room).  
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Enter  your  expenses f rom the property on Form T776.  In the f i rs t  
co lumn, "Tota l  expense,"  enter  the fu l l  amount  of  each expense.  In 
the second column, "Personal  por t ion,"  enter  the par t  of  each expense 
that  was for  personal  use.  Enter  the tota ls  of  each column on the 
appropr iate l ines to calculate your  deduct ib le expenses.  Then subtract  
them from your gross renta l  income ( l ine 8299).  I f  you are a co-owner 
or  par tner  of  a par tnership,  you have to show the personal  por t ion of  
the expenses for  a l l  co-owners or  par tners.  

You cannot  c la im the expenses for  rent ing par t  of  your  property i f  you 
have no reasonable expectat ion of  making a prof i t .  

For  more informat ion on rent ing par t  of  your  personal  res idence,  see 
"Changing par t  of  your  pr inc ipal  res idence to a renta l  property"  on 
page 143 [29] .  

Example 
Rick rents out  3 rooms of  h is  12-room house.  He is  not  sure how to 
spl i t  the expenses when he reports h is  renta l  income. Rick 's  
expenses were property taxes,  e lectr ic i ty ,  insurance,  and the cost  of  
advert is ing for  tenants in  the local  newspaper.  
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Rick can c la im the par t  of  h is  expenses that  re lates to the par t  
of  the property he rented in the current  tax year.  Since Rick 
rented 25% of  h is  res idence (3 out  of  12 rooms),  he can deduct  25% 
of  h is  property taxes,  e lectr ic i ty ,  and insurance costs f rom his renta l  
income. He can deduct  the fu l l  amount  of  the advert is ing expense,  
s ince th is  expense re lates only to the rented par t .  

When he completes Form T776,  Rick enters the fu l l  amount  of  each 
expense in the "Tota l  expense" column. Then,  in  the "Personal  
por t ion"  column, he shows the par t  of  each expense that  re lates to 
h is  personal  use.  In th is  case,  he enters 75% of  the property taxes,  
e lectr ic i ty ,  and insurance costs for  the property.  He wi l l  not  enter  
anyth ing for  advert is ing in the "Personal  por t ion"  column. Rick can 
a lso c la im capi ta l  cost  a l lowance (CCA) on the rented par t  of  the 
property i f  i t  does not  create or  increase a renta l  loss and he is  not  
designat ing the bui ld ing as h is  pr inc ipal  res idence.  
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Expenses you can deduct 
Prepaid expenses 

Prepaid expenses are expenses you pay ahead of  t ime.  You can 
deduct  only the par t  of  those expenses that  re lates to the current  tax 
year.  

Example 
Maria paid $2,100 for  insurance on her  renta l  property.  The 
insurance was for  the current  tax year and the two fo l lowing years.  
Al though she paid the insurance for  three years,  she can deduct  
only the par t  that  appl ies to the current  tax year f rom her gross 
renta l  income. 

Therefore,  Mar ia can deduct  $700 in the current  tax year and $700 
in each of  the fo l lowing two years.  

For  more informat ion,  see Interpretat ion Bul let in  IT-417,  PREPAID  
EXPENSES AND DEFERRED CHARGES. 
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Line 8521 – Advert ising 

You can usual ly  deduct  amounts for  advert is ing that  your renta l  
property is  avai lable for  rent .  

Line 8690 – Insurance 

You can deduct  the premiums for  insurance coverage on your renta l  
property for  the current  year.  I f  your  pol icy g ives coverage for  more 
than one year,  you can deduct  only the premiums that  re late to the 
current  year.  Deduct  the remaining premiums in the year to which they 
re late.  

Line 8710 – Interest 

You can deduct  in terest  on money you borrow to buy or  improve your 
renta l  property.  I f  you have interest  expenses that  re late to the 
construct ion or  renovat ion per iod,  see the ru les for  sof t  costs on 
page 49 [11] .  

You can a lso deduct  in terest  you pa id to tenants on renta l  deposi ts .  
I f  you are c la iming interest  as a renta l  expense on Form T776,  do not  
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inc lude i t  as a carry ing charge on Schedule 4,  STATEMENT OF 
INVESTMENT INCOME. 

Lump-sum amounts paid for  in terest ,  such as fees to reduce the 
interest  rate on a mortgage,  are not  fu l ly  deduct ib le in  the year,  but  
are prorated over  the remain ing or ig inal  term of  the mortgage or  loan.  
A penal ty  or  bonus paid to a f inancia l  inst i tu t ion to pay of f  your  
mortgage loan before i t  is  due is  t reated in the same way.  

For  example,  i f  the term of  your  mortgage is  f ive years,  and in the 
th i rd year you pay a fee to reduce your in terest  rate,  t reat  th is  fee as 
a prepaid expense and deduct  i t  over  the remaining term of  the 
mortgage.  

You can deduct  cer ta in fees you have when you get  a mortgage or  
loan to buy or  improve your renta l  property .  I f  the loans re late to the 
construct ion or  renovat ion per iod,  f i rs t  read about  sof t  costs on 
page 49 [11] .  

Loan fees inc lude:  

• mortgage appl icat ions,  appraisals,  processing,  and insurance fees;  
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• mortgage guarantee fees;  

• mortgage brokerage and f inder 's  fees;  and 

• legal  fees re lated to mortgage f inancing.  

You deduct  these fees over  a per iod of  f ive years.  Deduct  20% in the 
current  tax year and 20% in each of  the fo l lowing four  years.  
However,  i f  you repay the mortgage or  loan before the end of  the 
f ive-year per iod,  you can deduct  the remaining f inancing fees at  that  
t ime.  The number of  years for  which you can deduct  these fees is  not  
re lated to the term of  your mortgage.  

I f  you have standby charges,  guarantee fees,  serv ice fees,  or  any 
other  s imi lar  fees,  you may be able to deduct  them in fu l l  for  the year 
you incur  them. To do so,  they have to re late only to that  tax year.  

You can choose to t reat  f inance fees you paid and the interest  on 
money you borrowed to acquire depreciable property as capi ta l  
expenses.   

You might  ref inance your renta l  property to get  money for  a reason 
other  than buying or  improving your renta l  property.  I f  you use the 
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funds for  a business or  other  investments,  you may be able to c la im 
the interest  expenses on Schedule 4.  See l ine 221 in the GENERAL 
INCOME TAX AND BENEFIT  GUIDE,  or  the "Expenses" chapter  in  
Guide T4002,  BUSINESS AND PROFESSIONAL INCOME. I f  the funds are for  
personal  use,  you cannot  deduct  the interest  expenses.  

You were asking? 

Q.  I  own and rent  a semi-detached house.  This year,  I  ref inanced the 
property to increase the mortgage because I  needed money for  a 
down payment on my personal  res idence.  Can I  deduct  the 
addi t ional  in terest  on the mortgage against  my renta l  income? 

A.  No.  You are making personal  use of  the funds you got  f rom 
ref inancing your renta l  property.  As a resul t ,  you cannot  deduct  
the addi t ional  in terest  when you ca lculate your net  income or  loss 
f rom your renta l  property.  

Line 8810 – Off ice expenses 

You can deduct  the cost  of  of f ice suppl ies.  These inc lude smal l  i tems 
such as pens,  penci ls ,  paper c l ips,  s tat ionery,  and stamps.  



–  60  –  

Line 8860 – Legal ,  accounting,  and other professional  fees 

You can deduct  fees for  legal  serv ices to prepare leases or  col lect  
overdue rents.  I f  you incur  legal  fees to buy your renta l  property,  you 
cannot  deduct  them from your gross renta l  income. Instead,  a l locate 
the fees between land and bui ld ing and add them to thei r  respect ive 
cost .  For  example,  you buy a property worth $200,000 ($50,000 for  
the land and $150,000 for  the bui ld ing)  and incur  legal  fees of  
$10,000.  Spl i t  the $10,000 propor t ionate ly  between the land and 
bui ld ing.  In th is  case,  $2,500 is  added to the cost  of  the land ( for  a 
tota l  of  $52,500) and $7,500 is  added to the cost  of  the bui ld ing ( for  a 
tota l  of  $157,500).  For  more informat ion,  see "Land" on page 102 [20] .  

Note 
The legal  fees you paid when sel l ing your renta l  property  are 
deducted f rom your proceeds of  d isposi t ion when calculat ing your 
capi ta l  gain or  loss.  The deduct ion for  legal  fees a lso appl ies when 
calculat ing a recapture of  capi ta l  cost  a l lowance or  a terminal  loss.  

You can a lso deduct  amounts paid for  bookkeeping serv ices,  audi ts  of  
your records,  and prepar ing f inancia l  s tatements.  You may be able to 
deduct  fees and expenses for  advice and help to prepare your income 
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tax return and any re lated informat ion returns.  You can deduct  these 
fees i f  you needed the help because of  your renta l  operat ion.  

Line 8871 – Management and administrat ion fees 

You can deduct  the amounts you pay for  managing the property.  You 
can a lso deduct  amounts paid or  payable to agents for  col lect ing rents 
or  f inding new tenants.  

I f  you have commissions when sel l ing your renta l  property,  inc lude 
them as "Out lays and Expenses" on Schedule 3,  CAPITAL  GAINS 
(OR LOSSES),  when you report  the d isposi t ion of  your  property.  

Line 8960 – Maintenance and repairs 

I f  you pay for  repairs  to your property ,  you can deduct  the cost  of  
labour and mater ia ls .  However,  you cannot  deduct  the value of  your 
own labour.  
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Line 9060 – Salaries,  wages,  and benefi ts 

You can deduct  amounts paid or  payable to super intendents,  
maintenance personnel ,  and others you employ to take care of  your 
renta l  property.  You cannot  deduct  the value of  your own serv ices.  

As an employer,  you can deduct  your  por t ion of  Canada Pension Plan 
or  Quebec Pension Plan contr ibut ions,  Employment Insurance 
premiums, and workers '  compensat ion board amounts.  

You can a lso deduct  any premiums you pay for  an employee for  a 
s ickness,  accident ,  d isabi l i ty ,  or  income insurance p lan.  

For  more informat ion on wages,  see Guide T4001,  EMPLOYER'S  
GUIDE – PAYROLL DEDUCTIONS AND REMITTANCES.  

Line 9180 – Property taxes 

You can deduct  property taxes,  assessed by a province or  terr i tory 
and by a Canadian munic ipal i ty ,  that  re late to your renta l  property for  
the per iod when i t  was avai lable for  rent .  For  more informat ion,  see 
"Vacant  land" on page 68 [14]  and "Costs re lat ing to construct ion,  
renovat ion,  or  a l terat ion"  on page 49 [11] .  
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Line 9200 – Travel  

You might  t ravel  to col lect  rents,  superv ise repairs ,  and manage your 
propert ies.  To c la im the expenses you incur ,  you need to meet  the 
same requirements d iscussed at  "L ine 9281 – Motor  vehic le expenses" 
on page 63 [14] .  Travel l ing expenses inc lude the cost  of  get t ing to 
your renta l  property.  Travel l ing expenses do not  inc lude board and 
lodging,  which we consider  to be personal  expenses.  

Line 9220 – Uti l i t ies 

You can deduct  expenses for  ut i l i t ies,  such as gas,  o i l ,  e lectr ic i ty ,  
water ,  and cable,  i f  your  renta l  ar rangement speci f ies that  you pay for  
the ut i l i t ies in  quest ion.  

Line 9281 – Motor vehicle expenses 

You can deduct  motor  vehic le expenses in the fo l lowing 
c i rcumstances:  
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• I f  you own one rental  property:  

You can deduct  reasonable motor  vehic le expenses i f  you meet  al l  
the fo l lowing condi t ions:  

–  you receive income f rom only one renta l  property that  is  in  the 
general  area where you l ive;  

–  you personal ly  do par t ,  or  a l l ,  o f  the necessary repairs  and 
maintenance on the property;  and 

–  you have motor  vehic le expenses to t ransport  tools and mater ia ls  
to the renta l  property.  

You cannot  deduct  motor  vehic le expenses you incur  to col lect  
rents.  These are personal  expenses.  

• I f  you own two or more rental  propert ies:  

In  addi t ion to the expenses l is ted above,  you can deduct  
reasonable motor  vehic le expenses you incur  to do any of  the 
fo l lowing:  

–  col lect  rents;  
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–  superv ise repairs ;  and 

–  general ly  manage the propert ies.  

This appl ies whether your renta l  propert ies are located in or  outs ide 
the general  area where you l ive.  However,  your  renta l  propert ies have 
to be located in at  least  two d i f ferent  s i tes away f rom your pr inc ipal  
res idence.  The motor  vehic le expenses that  we consider  to be 
reasonable depend on the c i rcumstances of  your s i tuat ion.  

For  in format ion on how to calculate the motor  vehic le expenses that  
you can deduct ,  see Guide T4002,  BUSINESS AND PROFESSIONAL 
INCOME. 

Line 9270 – Other expenses 

On th is  l ine,  inc lude the tota l  amount  of  other  expenses you incur  to 
earn renta l  income and that  you have not  inc luded on a previous l ine 
of  Form T776.  We expla in some of  these expenses in the fo l lowing 
sect ions.  
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Landscaping costs 

You can deduct  the cost  of  landscaping the grounds around your 
renta l  property only in  the year you paid the cost ,  even i f  you use the 
accrual  method for  calculat ing your renta l  income. 

Lease cancel lat ion payments 

You can deduct  amounts paid or  payable to tenants to cancel  thei r  
leases.  The deduct ib le amount  is  calculated as fo l lows:  

I f  you made the cancel lat ion payment in  the year:  

Number of  days to the end of  the 
year when payment is  made Cancel lat ion 

payment × 
Number of  days lef t  on the lease

I f  you made the cancel lat ion payment in  a previous year:  

Number of  days in the year le f t   
on the lease Cancel lat ion 

payment × 
Number of  days lef t  on the lease
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For  th is  calculat ion,  the l i fe  of  the lease ( inc luding a l l  renewal  
per iods)  cannot  be longer than 40 years.  

Example 
Samir ,  the landlord,  paid h is  tenant  $1,000 to cancel  a lease on 
August  18 of  the current  tax year .  The lease was due to expi re on 
December 31 of  the next  year .  When he made the payment,  there 
were 135 days lef t  in  the current  year  and 500 days lef t  on the 
lease.  

135 
$1,000 × 

500 
= $270 

For the next  year,  Samir  deducts $730 calculated as fo l lows:  

365 
$1,000 × 

500 
= $730 

I f  you d ispose of  the property,  the tax t reatment  wi l l  vary depending 
on your s i tuat ion.  For  more in format ion,  see Interpretat ion 
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Bul let in  IT-359,  PREMIUMS AND OTHER AMOUNTS WITH RESPECT TO 
LEASES.  

Condominiums 

I f  you earn renta l  income f rom a condominium uni t ,  you can deduct  
the expenses that  you would usual ly  deduct  f rom renta l  income. You 
can a lso deduct  condominium fees represent ing your share of  the 
upkeep,  repairs,  maintenance,  and other  current  expenses of  the 
common property.  For  more informat ion,  see Interpretat ion 
Bul let in  IT-304,  CONDOMINIUMS.  

Vacant land 

You might  earn renta l  income f rom vacant  land.  You can deduct  your 
operat ing expenses f rom th is  income. However,  there are l imi ts  on 
how much you can deduct  for :  

• in terest  on money you borrowed to acquire the land,  or  on an 
amount  payable for  the land;  and 
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• property  taxes on the land assessed by a province or  terr i tory and 
a Canadian munic ipal i ty ,  inc luding assessments for  school  taxes 
and local  improvements.  

The amount  you can deduct  for  these two expenses is  l imi ted to the 
amount  of  renta l  income lef t  af ter  you deduct  a l l  o ther  expenses.  You 
cannot  create or  increase a renta l  loss,  or  reduce other  sources of  
income, by c la iming a deduct ion for  in terest  or  property taxes.  
However,  you can add to the cost  of  the land the par t  of  the interest  
and property  taxes that  you cannot deduct .  By doing so,  you wi l l  
decrease your capi ta l  gain or  increase your capi ta l  loss when you 
d ispose of  the land.  

You cannot  deduct  your mortgage interest  and property taxes for  
vacant  land i f  you are not  earning any income f rom that  land.  Also,  
you cannot  add these expenses to the adjusted cost  base of  your 
land.  In addi t ion,  you cannot  deduct  income taxes,  prof i t  taxes,  or  
land t ransfer  taxes you have for  the vacant  land.  

For  more informat ion on vacant  land,  see Interpretat ion Bul let in  
IT-153,  LAND DEVELOPERS – SUBDIV IS ION AND DEVELOPMENT COSTS AND 
CARRYING CHARGES ON LAND,  and Interpretat ion Bul let in  IT-456,  
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CAPITAL  PROPERTY – SOME ADJUSTMENTS TO COST BASE,  and i ts  
Specia l  Release.  

You were asking? 

Q.  In  1995,  I  bought  vacant  land as an investment .  In the current  tax 
year,  I  rented th is  land to a farmer for  pasture.  

Can I  deduct  my mortgage interest  and property taxes f rom my 
renta l  income? 

A.  Yes.  Af ter  deduct ing a l l  your  other  a l lowable expenses,  you can 
deduct  the amount  of  your  mortgage interest  and property  taxes 
for  the year that  you need to reduce your remaining renta l  income 
to zero.  I f  you do not  need to use the fu l l  amount  of  your  taxes 
and interest ,  you can add the rest  to the adjusted cost  base of  the 
land.  
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Expenses you cannot deduct 
Land transfer taxes 

You cannot  deduct  land t ransfer  taxes you paid when you bought  your  
property.  Add these amounts to the cost  of  the property.  

Mortgage principal  

You cannot  deduct  the repayments of  pr inc ipal  on your mortgage or  
loan on your renta l  property.  For  in format ion about  the interest  par t  of  
your  mortgage,  see "L ine 8710 – Interest"  on page 56 [12] .  

Penalt ies 

You cannot  deduct  any penal t ies shown on your not ice of  assessment 
or  not ice of  reassessment.  

Value of  your own labour 

You cannot  deduct  the value of  your own serv ices or  labour.  
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Line 9949 – Total  personal  port ion of  expenses 

Enter  the tota l  amount  f rom the column cal led "Personal  por t ion."  For  
more informat ion,  see "Personal  por t ion"  on page 51 [12] .  

Deductible expenses 
Your deduct ib le expenses equal  your tota l  expenses minus  your  
personal  por t ion.  

Line 9369 – Net income ( loss) before adjustments 

Enter  the gross income minus the deduct ib le expenses ( l ine a minus  
l ine b) .  This amount  is  the net  renta l  income of  a l l  co-owners or  
par tners before any c la im for  capi ta l  cost  a l lowance.  

Co-owners – Your share of  l ine 9369 

I f  you are a co-owner,  enter  your share of  the amount  f rom l ine 9369 
on l ine c.  This amount  is  based on your share of  ownership of  the 
renta l  property.  
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I f  you are a co-owner or  par tner ,  a lso complete the area cal led 
"Detai ls  of  other  co-owners and par tners,"  on page 3 [1]  of  
Form T776.  

Line 9945 – Other expenses of  the co-owner 

Enter  the amount  of  deduct ib le expenses you have as a co-owner that  
you d id not  deduct  e lsewhere on Form T776.  

Line 9947 – Recaptured capital  cost al lowance 

I f  you had a recapture of  capi ta l  cost  a l lowance (CCA),  enter  i t  on th is  
l ine.  I f  you are a co-owner,  enter  your share of  the amount .  We 
expla in recapture of  CCA on page 107 [21] .  

Line 9948 – Terminal  loss 

Enter  any terminal  loss you had on the sale of  renta l  property  on th is  
l ine.  I f  you are a co-owner,  enter  your share of  the amount .  We 
expla in terminal  loss on page 107 [21] .  
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Line 9936 – Capital  cost al lowance 

Enter  the amount  of  your  capi ta l  cost  a l lowance (CCA) as calculated 
in Area A on page 11 [ the back]  of  Form T776.  For  deta i ls  on how to 
calculate CCA, see Chapter  3.  

I f  you are a par tner  of  a par tnership  that  does not  need to issue you a 
T5013 or  T5013A s l ip ,  enter  the to ta l  CCA al located on the f inancia l  
s tatements the par tnership gave you.  

Do not  use th is  l ine i f  you are a member of  a par tnership that  has to 
f i le  Form T5013 Summary,  INFORMATION RETURN OF PARTNERSHIP 
INCOME. Your CCA amount  is  a l ready inc luded in box 26 of  your T5013 
or  T5013A s l ip .   

Net income ( loss) 

Enter  on l ine d your net  income (or  loss)  af ter  subtract ing your c la im 
for  CCA on l ine 9936.  



–  75  –  

Line e – Partnerships 

I f  you are a member of  a par tnership,  enter  your  share of  l ine d or  the 
amount  f rom box 26 or  23 f rom Sl ip T5013 or  T5013A. 

Line 9974 – GST/HST rebate for partners received in the year 

I f  you received a GST/HST rebate for  par tners,  report  the amount  of  
the rebate that  re lates to e l ig ib le expenses other  than CCA on 
l ine 9974 of  Form T776 in the year you received i t .  

Line 9943 – Other expenses of  the partner 

Enter  the amount  of  deduct ib le expenses you have as a par tner  that  
you d id not  deduct  e lsewhere on Form T776.  

Line 9946 – Your net income ( loss) 

Enter  th is  amount  on l ine 126 of  your  income tax return.  I f  you have a 
renta l  loss,  show the loss in brackets.  
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Rental losses 
You have a renta l  loss i f  your  renta l  expenses are more than your 
gross renta l  income. I f  you incur  the expenses to earn income, you 
can deduct  your renta l  loss agains t  your other  sources of  income. 

Renting below fair  market value 

You can deduct  your  expenses only i f  you incur  them to earn income. 
In cer ta in cases,  you may ask your son or  daughter ,  or  another  
re lat ive l iv ing wi th you,  to pay a smal l  amount  for  the upkeep of  your  
house or  to cover the cost  of  grocer ies.  You do not  report  th is  amount  
in  your income, and you cannot  c la im renta l  expenses.  This is ,  in  fact ,  
a cost-shar ing arrangement,  so you cannot  c la im a renta l  loss.  

I f  you lose money because you are rent ing a property to a re lat ive for  
a lower rate than you would rent  i t  to  other  tenants,  you cannot  c la im 
a renta l  loss.  When your renta l  expenses are consistent ly  more than 
your renta l  income, you may not  be a l lowed to c la im a renta l  loss 
because your renta l  operat ion is  not  considered to be a source of  
income. However,  you can c la im a renta l  loss i f  you are rent ing the 
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property  to a re lat ive for  the same rate as you would charge other  
tenants and you reasonably expect  to make a prof i t .  

Chapter 3 – Capital cost allowance (CCA) 
What is capital cost allowance? 
You might  acquire a depreciable property,  such as a bui ld ing,  
furn i ture,  or  equipment,  to  use in  your renta l  operat ion.  You cannot  
deduct  the cost  of  the property when you calculate your net  renta l  
income for  the year.  However,  s ince these propert ies wear out  or  
become obsolete over  t ime,  you can deduct  thei r  cost  over  a per iod of  
several  years.  The deduct ion for  th is  is  cal led capi ta l  cost  
a l lowance (CCA).  

How much CCA can you claim? 
The amount  of  CCA you can c la im depends on the type of  renta l  
property you own and the date you acquired i t .  You group the 
depreciable property you own into c lasses.  A d i f ferent  rate of  CCA 
general ly  appl ies to each c lass.  We expla in the most  common c lasses 
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o f  depreciable renta l  property and the rates that  apply to each c lass 
in "Classes of  depreciable property"  on page 82 [17] .  

For  the most  par t ,  use the decl in ing balance method to calculate your 
CCA. This means that  you c la im CCA on the capital  cost  o f  the 
property  minus  the CCA, i f  any,  you c la imed in previous years.  The 
remaining balance decl ines over  the years as you c la im CCA. 

Example 
Last  year,  Sue bought  a renta l  bui ld ing for  $60,000.  On her  income 
tax return for  last  year ,  she c la imed CCA of  $1,200 on the bui ld ing.  
This year,  Sue bases her  CCA c la im on her  remain ing balance 
of  $58,800 ($60,000 – $1,200).  

You do not  have to c la im the maximum amount  of  CCA in any g iven 
year.  You can c la im any amount  you l ike,  f rom zero to the maximum 
al lowed for  the year.  For  example,  i f  you do not  have to pay income 
tax for  the year,  you may not  want  to c la im CCA. Cla iming CCA 
reduces the balance of  the c lass by the amount  of  CCA c la imed.  As a 
resul t ,  the CCA avai lable for  future years wi l l  be reduced.  
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Note 
I f  you are a par tner  of  a par tnership,  the amount  of  CCA you can 
c la im has a l ready been determined by the par tnership.  I f  you 
receive a T5013 s l ip ,  STATEMENT OF PARTNERSHIP  INCOME, or  a 
T5013A s l ip ,  STATEMENT OF PARTNERSHIP  INCOME FOR TAX SHELTERS 
AND RENOUNCED RESOURCE EXPENSES,  your CCA amount  is  a l ready 
inc luded in box 26.  I f  you are a par tner  of  a par tnership that  does 
not  need to issue th is  s l ip ,  the tota l  par tnership CCA wi l l  be shown 
on the f inancia l  s tatements you receive.  

Limits on CCA 

In  the year you  acquire renta l  property,  you can usual ly  c la im CCA 
only on one-hal f  of  your  net  addi t ions  to a c lass.  This is  the hal f -year 
ru le (a lso known as the 50% ru le)  which we expla in under "Column 6 – 
Adjustment  for  current-year  addi t ions"  on page 108 [21] .  The 
avai lable- for-use ru les may a lso af fect  the amount  of  CCA you can 
c la im (see "Def in i t ions" on page 12 [5]  ) .  

In  the year you  dispose  o f  renta l  property,  you may have to add an 
amount  to your income as a recapture of  CCA. Conversely,  you may 
be able to deduct  an amount  f rom your  income as a terminal  loss.  We 



–  80  –  

expla in recapture and terminal  loss under "Column 5 – UCC af ter  
addi t ions and d isposi t ions"  on page 106 [21] .  

I f  you own more than one renta l  property,  you have to calculate your 
overal l  net  income or  loss for  the year f rom al l  your  renta l  propert ies 
before you can c la im CCA. Inc lude the net  renta l  income or  loss f rom 
your T5013 or  T5013A s l ip  in  the calculat ion i f  you are a par tner .  
Combine the renta l  incomes and losses f rom al l  your  propert ies,  even 
i f  they belong to d i f ferent  c lasses.  This a lso appl ies to furn i ture,  
f ix tures,  and appl iances that  you use in your renta l  bui ld ing.  You can 
c la im CCA for  these propert ies,  the bui ld ing,  or  both.  

You cannot  use CCA to create or  increase a renta l  loss.  

Example 
Salvador owns three renta l  proper t ies.  Two of  these propert ies are 
Class 1 bui ld ings and one is  a Class 3 bui ld ing.  Al l  the bui ld ings 
conta in Class 8 appl iances.  Salvador earns net  renta l  income f rom 
these propert ies as fo l lows:  
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Building 
 Net rental  income  

(or loss) 

1 (Class 1)   $ 1,500

2 (Class 1)  + $ 2,000

3 (Class 3)  + ($ 4,000)

Total  = ($ 500)

Salvador has an overal l  net  loss of  $500.  Since he cannot  increase 
h is  renta l  loss by c la iming CCA, he cannot  c la im any CCA on h is  
renta l  bui ld ings or  appl iances.  

For  more informat ion about  loss rest r ic t ions on renta l  and leasing 
propert ies,  see Interpretat ion Bul let in  IT-195,  RENTAL  PROPERTY – 
CAPITAL  COST ALLOWANCE RESTRICTIONS,  and Interpretat ion Bul let in  
IT-443,  LEASING PROPERTY – CAPITAL  COST ALLOWANCE RESTRICTIONS,  
and i ts  Specia l  Release.  
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Classes of depreciable property 
This sect ion expla ins the most  common c lasses of  depreciable renta l  
property  and the rates that  apply to each c lass.  

I f  you need more informat ion,  see Interpretat ion Bul let in  IT-79,  
CAPITAL  COST ALLOWANCE – BUILDINGS OR OTHER STRUCTURES. 

Land 

Most land is  not  depreciable property.  Therefore,  when you acquire 
property,  only inc lude the cost  that  re lates to the bui ld ing in Area A 
and Area C.  Enter  on l ine 9923 in Area F of  Form T776 the cost  of  
a l l  land addi t ions in 2011.  For  more deta i ls ,  see "Area F – Detai ls  of  
land addi t ions and d isposi t ions in the year"  on page 103 [20]  and 
"Column 3 – Cost  of  addi t ions in the year"  on page 99 [20] .  

Buildings 

A renta l  bui ld ing may belong to c lass 1,  3,  6,  31,  or  32,  depending on 
what  the bui ld ing is  made of  and the date you acquire i t .  
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You a lso inc lude in these c lasses the par ts  that  make up the bui ld ing,  
such as:  

• electr ic  wir ing;  

• l ight ing f ix tures;  

• plumbing;  

• spr ink ler  systems; 

• heat ing equipment;  

• air -condi t ioning equipment (other  than window uni ts) ;  

• elevators;  and 

• escalators.  

Condominiums  –  A condominium uni t  in  a bui ld ing belongs to the 
same c lass as the bui ld ing.  For  example,  i f  you own a condominium in 
a Class 3 bui ld ing,  the uni t  in  the bui ld ing is  Class 3 renta l  property.  
I f  the whole bui ld ing qual i f ies as a Class 31 or  Class 32 renta l  
property (a MURB),  then each uni t  wi th in the bui ld ing is  a Class 31 or  
Class 32 renta l  property.  
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For  more informat ion on capi ta l  cost  a l lowance and condominiums,  
see Interpretat ion Bul let in  IT-304,  CONDOMINIUMS.  

Leasehold interest in real  property that  is a rental  property 

A leasehold interest  is  the interest  of  a tenant  in  any leased tangib le 
property.  

I f  you are a taxpayer or  par tnership  and own a leasehold in terest  in  a 
real  property that  is  a renta l  proper ty ,  inc lude the leasehold in terest  in  
c lass 1,  3,  6,  or  13 (or  c lass 3,  6,  or  13 for  tax years before 1988).  

I t  may be necessary in  some s i tuat ions to d iv ide the capi ta l  cost  of  a 
leasehold in terest  in to more than one prescr ibed c lass.  For  example,  
where you expend an amount  to obta in a leasehold in terest  in  land 
and construct  a bui ld ing that  fa l ls  in to Class 3,  the capi ta l  cost  of  
acquir ing the lease wi l l  be inc luded in  Class 13 and the capi ta l  cost  of  
the bui ld ing wi l l  be inc luded in Class 3.  

Class 1 (4%) 

Class 1 inc ludes most  bui ld ings acquired af ter  1987,  unless they 
speci f ica l ly  belong in another  c lass.  Class 1 a lso inc ludes the cost  of  
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cer ta in addi t ions or  a l terat ions you made af ter  1987 to a Class 1 
bui ld ing or  cer ta in bui ld ings of  another  c lass.  

The CCA rate for  e l ig ib le  non-residential  bui ldings acquired by a 
taxpayer af ter  March 18,  2007,  used for  the manufactur ing or  
processing in Canada of  goods for  sale or  lease inc ludes an addi t ional  
a l lowance of  6% for  a tota l  rate of  10%. The CCA rate for  other  
e l ig ib le non-residential  bui ldings  inc ludes an addi t ional  a l lowance of  
2% for  a tota l  rate of  6%. 

To be e l ig ib le for  one of  the addi t ional  a l lowances,  you must  e lect  to 
p lace a bui ld ing in a separate c lass.  To make the e lect ion,  at tach a 
let ter  to your return for  the tax year  in  which you acquired i t .  I f  you do 
not  f i le  an e lect ion to put  i t  in  a separate c lass,  the rate of  4% wi l l  
apply.  

The addi t ional  a l lowance appl ies to bui ld ings acquired af ter  March 18,  
2007,  ( inc luding a new bui ld ing,  i f  any por t ion of  i t  was acquired af ter  
March 18,  2007,  where the bui ld ing was under construct ion on 
March 19,  2007,)  that  have not  been used or  acquired for  use before 
March 19,  2007.  
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To be e l ig ib le for  the addi t ional  6% al lowance,  at  least  90% of  the 
bui ld ing (measured by square footage) must  be used for  the 
designated purpose at  the end of  the tax year.  Manufactur ing and 
processing bui ld ings that  do not  meet  the 90% use test  are e l ig ib le for  
the addi t ional  2% al lowance i f  a t  least  90% of  the bui ld ing is  used for  
non-resident ia l  purposes at  the end of  the tax year.   

Class 3 (5%) 

Most bui ld ings acquired before 1988 were inc luded in Class 3 or  
Class 6.  

I f  you acquired a bui ld ing before 1990 that  does not  fa l l  in to Class 6,  
you can inc lude i t  in  Class 3 wi th a CCA rate of  5% i f  one  o f  the 
fo l lowing s i tuat ions appl ies:  

• you acquired the bui ld ing under the terms of  a wr i t ten agreement 
entered into before June 18,  1987;  or  

• the bui ld ing was under construct ion by you or  for  you on June 18,  
1987.  
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Inc lude in Class 3 the cost  of  any addi t ions or  a l terat ions made 
af ter  1987 to a Class 3 bui ld ing that  does not  exceed the lesser of  the 
fo l lowing two amounts:  

• $500,000;  or  

• 25% of  the bui ld ing 's  capi ta l  cost  ( inc luding the cost  of  addi t ions or  
a l terat ions to the bui ld ing inc luded in c lass 3,  6,  or  20 
before 1988).  

Any amount  that  exceeds the lesser  amount  above is  inc luded in 
Class 1.  

Class 6 (10%) 

Inc lude in Class 6 wi th a CCA rate of  10% a bui ld ing i f  i t  is  made of  
f rame, log,  s tucco on f rame, galvanized i ron,  or  corrugated metal .  
In  addi t ion,  one  o f  the fo l lowing condi t ions has to apply:  

• you acquired the bui ld ing before 1979;  

• the bui ld ing must  have no foot ings or  other  base supports below 
ground level ;  or  
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• the bui ld ing must  be used to gain or  produce income f rom farming 
or  f ish ing.  Farming and f ish ing income is  not  renta l  income. 

I f  any of  the above condi t ions appl ies,  you a lso add to Class 6 the fu l l  
cost  of  al l  addi t ions and a l terat ions to the bui ld ing.  

I f  nei ther  of  the above condi t ions appl ies,  inc lude the bui ld ing in 
Class 6 i f  one  o f  the fo l lowing s i tuat ions appl ies:  

• you entered into a wr i t ten agreement before 1979 to acquire the 
bui ld ing,  and the foot ings or  other  base supports of  the bui ld ing 
were star ted before 1979;  or  

• you star ted construct ion of  the bui ld ing before 1979 (or  i t  was 
star ted under the terms of  a wr i t ten agreement you entered into 
before 1979),  and the foot ings or  other  base supports of  the 
bui ld ing were star ted before 1979.  

For  addi t ions or  a l terat ions to such a bui ld ing:  

• add to Class 6:  

–  the f i rs t  $100,000 of  addi t ions or  a l terat ions made af ter  1978;  
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• add to Class 3:  

–  the par t  of  the cost  of  addi t ions or  a l terat ions above $100,000 
made af ter  1978 and before 1988;  and 

–  the par t  of  the cost  of  addi t ions or  a l terat ions above $100,000 
made af ter  1987,  but  only up to $500,000 or  25% of  the bui ld ing 's  
capi ta l  cost ,  whichever is  less;  and 

• add to Class 1 any addi t ions or  a l terat ions that  are more than these 
l imi ts .  

Also inc lude in Class 6,  cer ta in greenhouses and fences.  

For  more informat ion,  see Interpretat ion Bul let in  IT-79,  CAPITAL  COST 
ALLOWANCE – BUILDINGS OR OTHER STRUCTURES.  

Class 8 (20%) 

Class 8 wi th a CCA rate of  20% inc ludes cer ta in property not  inc luded 
in other  c lasses such as furn i ture,  household appl iances,  tools cost ing 
$200 or  more ($500 or  more under proposed changes per  tool ) ,  some 
f ix tures,  machinery,  outdoor advert is ing s igns,  refr igerat ion 
equipment,  and other  equipment you use in your renta l  operat ion.  
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Photocopiers and e lectronic communicat ions equipment,  such as fax 
machines and e lectronic te lephone equipment,  are a lso inc luded in 
Class 8.  

Note 
I f  th is  equipment cost  $1,000 or  more,  you can e lect  to have i t  
inc luded in a separate c lass.  The CCA rate wi l l  not  change but  a 
separate CCA deduct ion can now be calculated for  a f ive year 
per iod.  When al l  the property in  the c lass is  d isposed of ,  the 
undepreciated capi ta l  cost  (UCC) is fu l ly  deduct ib le as a terminal  
loss.  Any UCC balance remain ing in the separate c lass at  the end of  
the f i f th  year  has to be t ransferred back to the general  c lass in 
which i t  would otherwise belong.  To make an e lect ion,  at tach a 
let ter  to your income tax return for  the tax year in  which you 
acquired the property.  

Class 10 (30%) 

Inc lude in Class 10 wi th a CCA rate of  30% general -purpose 
e lectronic data processing equipment (commonly cal led computer  
hardware)  and systems sof tware for  that  equipment,  inc luding 
anci l lary data processing equipment,  i f  you acquired them before 
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March 23,  2004,  or  af ter  March 22,  2004,  and before 2005,  and you 
made an e lect ion.  

Also inc lude in Class 10 motor  vehic les and some passenger vehic les.  
Inc lude a passenger vehic le in  Class 10 unless i t  meets a Class 10.1 
condi t ion.  

For  more informat ion on Class 10 and Class 10.1 and def in i t ions of  
motor vehicle,  and passenger vehicle,  see Guide T4002,  BUSINESS 
AND PROFESSIONAL INCOME. 

Class 13  

The capi ta l  cost  of  a leasehold in terest  of  Class 13 property inc ludes:  

• an amount  that  a tenant  expends in respect  of  improvements or  
a l terat ions to a leased property that  are capi ta l  in  nature,  other  
than improvements or  a l terat ions that  are inc luded as a bui ld ing or  
s t ructure;  and 

• an amount  that  a tenant  expends to obta in or  extend a lease or  
sublease or  pays to the landlord to permi t  the sublease of  the 
property.  
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The maximum CCA rate depends on the type of  leasehold interest  and 
the terms of  the lease.  

Certa in amounts are not  inc luded in the capi ta l  cost  of  a leasehold 
interest .  These inc lude:  

• an amount  paid by a tenant  to cancel  a lease;  and 

• an amount  paid by a tenant  in  l ieu of  rent  or  as a prepayment of  
rent .  

See Interpretat ion Bul let in  IT-464,  CAPITAL  COST ALLOWANCE – 
LEASEHOLD INTERESTS,  for  more informat ion on leasehold interests.  

Class 31 (5%) and Class 32 (10%) 

Class 31 and Class 32 inc lude mul t ip le-uni t  res ident ia l  
bui ld ings (MURBs) cer t i f ied by the Canada Mortgage and Housing 
Corporat ion (CMHC) to which al l  the fo l lowing condi t ions apply:  

• they are located in Canada;  

• they conta in two or  more uni ts ;  and 
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• they provide thei r  occupants wi th a re lat ive ly  permanent  res idence.  

I f  the whole bui ld ing qual i f ies as a Class 31 or  Class 32 renta l  
property (a MURB),  then each uni t  wi th in the bui ld ing is  a Class 31 or  
Class 32 renta l  property.  

To be inc luded in Class 31 wi th a CCA rate of  5%, the bui ld ing must  
have been acquired af ter  1979 and before June 18,  1987.  

To be inc luded in Class 32 wi th a CCA rate of  10%, the bui ld ing must  
have been acquired before 1980.  

Note 
For 1994 and fo l lowing years,  you can no longer create or  increase 
a renta l  loss by c la iming CCA on a Class 31 or  Class 32 property.  

When a MURB no longer qual i f ies as a Class 31 or  Class 32 renta l  
property,  you have to t ransfer  i t  to  the correct  c lass.   

For  more informat ion about  the 1994 change in the CCA l imi t  on 
MURBs, see Interpretat ion Bul let in  IT-195,  RENTAL  PROPERTY – 
CAPITAL  COST ALLOWANCE RESTRICTIONS.  
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Class 45 (45%) 

Inc lude general -purpose e lectronic data processing equipment  
(commonly cal led computer  hardware)  and systems sof tware for  that  
equipment,  inc luding anci l lary data processing equipment,  in  Class 45 
wi th a CCA rate of  45% i f  you acquired them af ter  March 22,  2004,  
and before March 19,  2007.  

Note 
I f  you acquired the equipment or  sof tware before 2005 and made the 
separate Class 8 e lect ion,  as d iscussed in the Class 8 note,  the 
property does not  qual i fy  for  the 45% rate.   

Class 50 (55%) 

Inc lude in Class 50 wi th a CCA rate of  55% property acquired af ter  
March 18,  2007,  that  is  general -purpose e lectronic data processing 
equipment (commonly cal led computer  hardware)  and systems 
sof tware for  that  equipment,  inc luding anci l lary data processing 
equipment,  but  not  inc luded in Class 52 or  that  is  pr inc ipal ly  or  is  
used pr inc ipal ly  as:   

a)  e lectronic process contro l  or  moni tor  equipment;  
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b)  e lectronic communicat ions contro l  equipment;  

c)  systems sof tware for  equipment referred to in  a)  or  b) ;  or  

d)  data handl ing equipment (other  than data handl ing equipment that  
is  anci l lary to general -purpose electronic data processing 
equipment) .  

Class 52 (100%) 

Inc lude in Class 52 wi th a CCA rate of  100% (wi th no hal f -year  ru le)  
general -purpose e lectronic data processing equipment (commonly 
cal led computer  hardware)  and systems sof tware for  that  equipment,  
inc luding anci l lary data processing equipment,  i f  acquired af ter  
January 27,  2009,  and before February 2011,  but  not  inc luding 
property that  is  pr inc ipal ly  or  is  used pr inc ipal ly  as:  

a)  e lectronic process contro l  or  moni tor  equipment;  

b)  e lectronic communicat ions contro l  equipment;  

c)  systems sof tware for  equipment referred to in  a)  or  b) ;  or  



–  96  –  

d)  data handl ing equipment (other  than data handl ing equipment that  
is  anci l lary to general -purpose electronic data processing 
equipment) .  

To qual i fy  for  th is  rate,  the asset  must  a lso:  

• be s i tuated in Canada;  

• not  have been used,  or  acquired fo r  use,  for  any purpose before i t  
is  acquired by the taxpayer;  and 

• be acquired by the taxpayer:  

–  for  use in a business carr ied on by the taxpayer in  Canada or  for  
the purposes of  earning income f rom property s i tuated in 
Canada;  or   

–  for  lease by the taxpayer to a lessee for  use by the lessee in a 
business carr ied on by the lessee in Canada or  for  the purpose of  
earning income f rom property s i tuated in Canada.  
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How to complete the CCA charts 
Use Area A on page 11 [ the back]  of  Form T776 to calculate your CCA 
cla im. 

I f  you acquired or  d isposed of  renta l  bui ld ings or  equipment dur ing the 
year,  you wi l l  a lso need to complete area B,  C,  D,  or  E (whichever 
appl ies)  before you complete Area A.  Even i f  you are not  c la iming a 
deduct ion for  CCA, you should st i l l  complete these areas to show any 
addi t ions or  d isposi t ions dur ing the year.  

The fo l lowing sect ions expla in how to complete these areas.  

Column 1 – Class number 

I f  th is  is  the f i rs t  year  you are c la iming CCA, see "Classes 
of  depreciable property"  on page 82 [17]  to determine the c lasses to 
which your property belongs.  

I f  you c la imed CCA in the previous tax year ,  you can get  the c lass 
numbers f rom your copy of  that  year 's  form. 
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Separate classes 

General ly ,  i f  you own several  propert ies in  the same CCA class,  
combine the capi ta l  cost  of  a l l  these propert ies in to one c lass.  Then 
enter  the tota l  in  Area A.  However,  i f  you acquired a renta l  property 
af ter  1971 and i t  had a capi ta l  cost  of  $50,000 or  more,  you have to 
put  i t  in  a separate c lass.  Calculate your CCA separate ly  for  each 
renta l  property that  is  in  a separate c lass.  Do th is  by l is t ing the renta l  
property on a separate l ine in Area A.  For  CCA purposes,  the capi ta l  
cost  is  the par t  of  the purchase pr ice that  re lates to the bui ld ing only.  

When you d ispose of  a renta l  property  that  you have set  up in a 
separate c lass in Area A,  you base any CCA recapture or  terminal  
loss on the d isposi t ion of  that  renta l  property only.  When calculat ing 
these amounts,  do not  consider  any other  renta l  property  you own that  
has the same c lass number as the renta l  property you d isposed of .  
For  more informat ion on recapture of  CCA and terminal  losses,  see 
"Column 5 – UCC af ter  addi t ions and d isposi t ions"  on page 106 [21] .  

For  more informat ion about  CCA for  renta l  propert ies wi th a capi ta l  
cost  of  over  $50,000,  see Interpretat ion Bul let in  IT-274,  RENTAL  
PROPERTIES – CAPITAL  COST OF $50,000 OR MORE.  
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Column 2 – Undepreciated capital  cost (UCC) at  the start  of  the 
year 

I f  th is  is  the f i rs t  year  you are c la iming CCA, sk ip th is  column. 

Otherwise,  enter  in  th is  column the UCC for  each c lass at  the end 
of  the previous year.  I f  you completed Area A on Form T776 for  the 
previous year,  you wi l l  f ind these amounts in  column 10 of  that  year 's  
form. 

Column 3 – Cost of  addit ions in the year 

I f  you acquired or  made improvements to depreciable property in  the 
year,  we general ly  consider  them to  be addi t ions to the c lass in  which 
the renta l  property belongs.  For  the except ions to th is  ru le,  see 
"Class 3 (5%)" and "Class 6 (10%)" on pages 86 and 87 [18] .  Enter  
the deta i ls  of  your current-year addi t ions on Form T776 as expla ined 
below: 

• complete areas B and C on Form T776,  i f  appl icable;  and 

• for  each c lass,  enter  in  column 3 of  Area A the amounts f rom 
column 5 for  each c lass in areas B and C.  
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Do not  inc lude the value of  your own labour in  the cost  of  a renta l  
property you bui ld  or  improve.  Inc lude the cost  of  surveying or  valu ing 
a renta l  property you acquire in  the capi ta l  cost  of  the renta l  property.  
A renta l  property usual ly  has to be avai lable for use  before you can 
c la im CCA. (See "Def in i t ions" on page 12 [5]  ) .  To f ind out  i f  any 
specia l  considerat ions apply in  your case,  a lso see "Changing f rom 
personal  to renta l  use" and "Grants,  subsid ies,  and other  incent ives or  
inducements"  and "Non-arm's length t ransact ions" on page 114 [23] .  

Note 
When complet ing areas B and C,  enter  the par t  of  the property that  
you personally  use,  (separate f rom the par t  you rent) ,  in  the column 
cal led "Personal  por t ion."  For  example,  i f  you rent  25% of  your  
personal  res idence,  your personal  use port ion is  the other  75%. 

Area B – Detai ls of  equipment and other property addit ions in the 
year 

List  in  th is  area the deta i ls  of  a l l  equipment or  other  property you 
acquired or  improved in the current  tax year.  Group the equipment or  
other  property  in to the appl icable c lasses,  and put  each c lass on a 
separate l ine.  Equipment inc ludes appl iances (such as a washer and 



–  101  –  

dryer) ,  maintenance equipment (such as a lawn mower or  a snow 
blower) ,  and other  property (such as furn i ture and some f ix tures)  you 
acquire to use in your renta l  operat ion.  Enter  on l ine 9925 the tota l  
renta l  por t ion of  the cost  of  the equipment or  other  property.  See a lso 
"Grants,  subsid ies,  and other  incent ives or  inducements"  on 
page 113 [22] .  

Area C – Detai ls of  bui lding and leasehold interest addit ions in 
the year 

List  in  th is  area the deta i ls  of  a l l  bui ld ings and leasehold interests you 
acquired or  improved in the current  tax year.  Group the bui ld ings and 
leasehold in terests in to the appl icable c lasses,  and put  each c lass on 
a separate l ine.  Enter  on l ine 9927 the tota l  renta l  por t ion of  the cost  
of  the bui ld ings and leasehold interests.  The cost  inc ludes the actual  
purchase pr ice of  the bui ld ing or  leasehold interest ,  plus  any re lated 
expenses that  you should add to the capi ta l  cost  of  the bui ld ing,  such 
as legal  fees,  land t ransfer  taxes,  and mortgage fees.  See also 
"Grants,  subsid ies,  and other  incent ives or  inducements"  on 
page 113 [22] .  
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Land 

Land is  not  depreciable property.  Therefore,  you cannot  c la im CCA on 
i ts  cost .  I f  you acquire a renta l  property that  inc ludes both land and a 
bui ld ing,  enter  in  column 3 of  Area C only the cost  of  the bui ld ing.  
To determine the bui ld ing 's  capi ta l  cost ,  you have to spl i t  between the 
land and the bui ld ing any fees that  relate to the purchase of  the renta l  
property.  Related fees can inc lude legal  and account ing fees.  

Calculate the par t  of  the re lated fees that  you can inc lude in the 
capi ta l  cost  of  the bui ld ing as fo l lows:  

Bui ld ing value 

Tota l  purchase pr ice 
×

Legal ,  
account ing,  

or  other  fees 
= 

The par t  of  the fees 
you can inc lude in 
the bui ld ing 's  cost  

Do not  spl i t  a  fee i f  i t  re lates spec i f ica l ly  to the land or  the bui ld ing.  
Instead,  add the amount  of  the fee to the cost  to which i t  re lates;  
e i ther  the land or  the bui ld ing.  
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Area F – Detai ls of  land addit ions and disposit ions in the year 

Enter  in  th is  area the tota l  cost  of  acquir ing land in the current  tax 
year.  The capi ta l  cost  of  the land inc ludes the actual  purchase pr ice 
of  the land plus  any re lated expenses,  such as legal  fees,  land 
t ransfer  taxes,  and mortgage fees.  Enter  on l ine 9923 the tota l  cost  of  
a l l  land addi t ions in the year.  You cannot  c la im CCA on land.  Do  not 
enter  th is  amount  in  column 3 of  Area A.  

Column 4 – Proceeds of  disposit ions in the year 

I f  you d isposed of  depreciable proper ty in  the current  tax year,  you 
should:  

• complete,  for  each c lass,  areas D and E on Form T776,  i f  
appl icable;  and 

• enter  in  column 4 of  Area A the amounts for  each c lass f rom 
column 5 of  areas D and E.  

When complet ing areas D and E,  enter  in  column 3 whichever amount  
is  less:  

• your proceeds of  d isposi t ion minus  any re lated expenses;  or  
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• the capi ta l  cost  of  your  renta l  property.  

Your proceeds of  disposit ion  are usual ly  the amount  you receive or  
that  we consider  you to have received when you d ispose of  your  renta l  
property.  This could inc lude compensat ion you receive for  renta l  
property that  someone destroys,  expropr iates,  s teals,  or  damages.  
Specia l  ru les may apply i f  you d ispose of  a bui ld ing for  less than both 
i ts  UCC and your capi ta l  cost .  I f  th is  is  the case,  see "Disposing of  a 
bui ld ing" on page 119 [24] .  

I f  you sel l  a  renta l  property for  more  than i ts  cost ,  you may have a 
capi ta l  gain.  You may be able to postpone or  defer  inc luding a capi ta l  
gain or  recapture of  CCA in your  income. For more informat ion,  see 
"Sel l ing your renta l  property"  on page 118 [23]  and "Replacement 
property"  on page 125 [25] .  

I f  you need more informat ion about  CCA, see Interpretat ion Bul let in  
IT-220,  CAPITAL  COST ALLOWANCE – PROCEEDS OF DISPOSIT ION OF 
DEPRECIABLE PROPERTY,  and i ts  Specia l  Release and Interpretat ion 
Bul let in  IT-464,  CAPITAL  COST ALLOWANCE – LEASEHOLD INTERESTS.  
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Area D – Detai ls of  equipment and other property disposit ions in 
the year 

List  in  th is  area the deta i ls  of  a l l  equipment and other  property you 
d isposed of  in  the current  tax year.  Group the equipment and other  
property in to the appl icable c lasses,  and put  each c lass on a separate 
l ine.  

Enter  on l ine 9926 the tota l  renta l  por t ion of  the proceeds of  
d isposi t ion of  the equipment and other  property.  You wi l l  f ind 
informat ion about  proceeds of  d isposi t ion in the previous sect ion.  

Area E – Detai ls of  bui lding and leasehold interest disposit ions in 
the year 

List  in  th is  area the deta i ls  of  a l l  bui ld ings and leasehold interests you 
d isposed of  in  the current  tax year.  Group the bui ld ings and leasehold 
in terests in to the appl icable c lasses,  and put  each c lass on a 
separate l ine.  Enter  on l ine 9928 the tota l  renta l  por t ion of  the 
proceeds of  d isposi t ion of  the bui ld ings and leasehold interests.  You 
wi l l  f ind informat ion about  proceeds of  d isposi t ion on page 103 [ th is  
page] .  
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Note 
When complet ing areas D and E,  enter  the par t  of  the property that  
you personally  use,  separate f rom the par t  you rent ,  in  the column 
cal led "Personal  por t ion."  For  example,  i f  you rent  25% of  your  
personal  res idence,  your personal  use port ion is  the other  75%. 

Area F – Detai ls of  land addit ions and disposit ions in the year 

Enter  on l ine 9924 the tota l  of  a l l  amounts you have received or  wi l l  
receive for  d isposing of  land in the year.  

Column 5 – UCC after addit ions and disposit ions 

You cannot  c la im CCA when the amount  in  column 5 is :  

• negat ive (see "Recapture of  CCA" on page 107 [ th is  page]  ) ;  or  

• posi t ive and you do not  have any property le f t  in  that  c lass at  the 
end of  the current  tax year (see "Terminal  loss"  on page 107 [ th is  
page]  ) .  

In  e i ther  case,  enter  "0"  in  column 10.  
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Recapture of  CCA 

I f  the amount  in  column 5 is  negat ive,  you have a recapture of  CCA. 
Enter  your recapture on l ine 9947,  "Recaptured capi ta l  cost  
a l lowance,"  of  Form T776.  A recapture of  CCA can occur,  for  example,  
when the proceeds f rom the sale of  depreciable renta l  property are 
more than the tota l  of :  

• the UCC of  the c lass at  the star t  of  the year;  and 

• the capi ta l  cost  of  any addi t ions dur ing the year.  

Terminal  loss 

I f  the amount  in  column 5 is  posi t ive and you no longer own any 
property in  that  c lass,  you have a terminal  loss.  More precisely,  you 
have a terminal  loss when you have no more property in  the c lass at  
the end of  a year ,  but  you st i l l  have an amount  that  you have not  
deducted as CCA. In the year you d ispose of  your  renta l  property,  you 
can subtract  th is  terminal  loss f rom your renta l  income and,  i f  the loss 
is  more than your renta l  income, you can create a renta l  loss.  Enter  
your terminal  loss on l ine 9948,  "Terminal  loss,"  of  Form T776. 
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For  more informat ion on terminal  losses and recapture of  CCA, see 
Interpretat ion Bul let in  IT-478,  CAPITAL  COST ALLOWANCE – RECAPTURE 
AND TERMINAL  LOSS.  

Column 6 – Adjustment for current-year addit ions 

In  the year you acquire or  make addi t ions to a renta l  property,  you 
can usual ly  c la im CCA only on one-half  o f  your  net  addi t ions ( the 
amount  in  column 3 minus  the amount  in  column 4) .  We cal l  th is  the 
half-year rule.  

Calculate your CCA cla im only on the net  adjusted amount .  Do not  
reduce the cost  of  the addi t ions in  column 3,  or  the CCA rate in  
column 8.  For  example,  i f  you acquired a renta l  property for  $30,000,  
you would base your CCA c la im on $15,000 ($30,000 × 50%) in  the 
year you acquired the property.  

I f  you acquired and d isposed of  depreciable renta l  property of  the 
same c lass in  the current  tax year,  the calculat ion in column 6 
restr ic ts  your CCA c la im.  Calculate the CCA you can c la im as fo l lows:  
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• Determine which of  the fo l lowing amounts is  less:  

–  the proceeds of  d isposi t ion of  your  renta l  property minus  any 
re lated costs or  expenses;  or  

–  the capi ta l  cost .  

• Subtract  the above resul t  f rom the capi ta l  cost  of  your addi t ion.  

• In  column 6,  enter  50% of  the resul t .  I f  the resul t  is  negat ive,  
enter  "0."  

In some cases,  you do not  make an adjustment  in  column 6.  For  
example,  you may have bought  renta l  property in  a non-arm's length 
t ransact ion and,  unt i l  you bought  i t ,  the sel ler  cont inuously owned the 
property for  at  least  364 days before the end of  the current  year.  

Also,  some propert ies are not  subject  to the hal f -year ru le.  Some 
examples are those in Class 13 ( leasehold interests) ,  Class 34 
(energy conservat ion equipment) ,  Class 52 (computer  equipment and 
systems sof tware) ,  as wel l  as some in Class 12,  such as most  smal l  
tools that  cost  less  than $200 ($500 under proposed changes).  
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The hal f -year ru le does not  apply  when the avai lable- for-use ru le 
denies a CCA c la im unt i l  the second year af ter  you acquired a renta l  
property.  I f  you need more informat ion on the hal f -year  ru le,  see 
Interpretat ion Bul let in  IT-285,  CAPITAL  COST ALLOWANCE – GENERAL 
COMMENTS. 

Column 7 – Base amount for capital  cost al lowance 

This is  the amount  in  column 5 minus  the amount  in  column 6.  Base 
your CCA c la im on th is  amount .  

Column 8 – Rate (%) 

Enter  the rate (percentage) for  each c lass of  property you have l is ted 
in Area A.  See "Classes of  depreciable property"  on page 82 [17] .  

Column 9 – CCA for the year 

Enter  the CCA you would l ike to deduct  for  the current  tax year.  The 
CCA you deduct  cannot  be more than the amount  you get  when you 
mul t ip ly  the amount  in  column 7 by the rate in column 8.  You can 
deduct  any amount  up to the maximum. However,  the amount  of  CCA 
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you can c la im could be restr ic ted.  For  more informat ion,  see "L imi ts  
on CCA" on page 79 [16] .  

Add up a l l  the amounts in  column 9 for  a l l  your  c lasses of  depreciable 
property .  Enter  the tota l  CCA being c la imed on l ine 9936 of  
Form T776.  I f  you are a co-owner,  enter  only your share of  the CCA. 

Column 10 – UCC at  the end of  the year 

This is  the undepreciated capi ta l  cost  (UCC) at  the end of  the current  
tax year.  This wi l l  be the amount  you enter  in  column 2 when you 
calculate your CCA c la im next  year .  I f  you have a terminal  loss or  a 
recapture of  CCA, enter  "0"  in  column 10.  

Special situations 
Changing from personal  to rental  use 

I f  you bought  a property for  personal  use and then star ted using i t  in  
your renta l  operat ion in the current  tax year,  there is  a change in use.  
You need to determine the capi ta l  cost  of  the property for  renta l  
purposes.  
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I f  the fa i r  market  value (FMV) of  a depreciable property  (such as 
equipment or  a bui ld ing)  is  less than i ts  or ig inal  cost  when you 
change i ts  use,  the amount  you put  in  column 3 of  e i ther  Area B or  C 
is  the FMV of  the property (do not  inc lude the land,  i f  the property 
inc ludes land and a bui ld ing) .  I f  the FMV is  more than the or ig inal  
cost  of  the property when you change use,  use the fo l lowing chart  to  
determine the amount  to enter  in  column 3.  

Note 
We consider  you to have acquired the land for  an amount  equal  to 
the FMV when you changed i ts  use.  Enter  th is  amount  on l ine 9923 
in Area F of  Form T776.  

Capital  cost calculat ion (Change in use) 

Actual  cost  of  the property $  1

FMV of  the property $  2

Amount f rom l ine 1 $  3

Line 2 minus  l ine 3 ( i f  negat ive,  enter  "0")  $  4
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Enter  any capi ta l  gains 
deduct ion c la imed for  
the amount  on l ine 4*  

 
 
$

 

 × 2 = $

 

5

Line 4 minus  l ine 5 
( i f  negat ive,  enter  "0")  

 
 

 
$

   
× 1/2 = $

 
6

Capital  cost 
Line 1 plus  l ine 6  $ 7

*  Enter  only the amount  that  re lates to the depreciable property.  

Grants,  subsidies,  and other incentives or inducements 

You may get  a grant  or  subsidy f rom a government or  a government 
agency to buy depreciable property.  When th is  happens,  the grant  
reduces the cost  of  the land and depreciable property proport ionate ly .  
For  example,  you buy a renta l  property at  a cost  of  $200,000 
($50,000 for  the land and $150,000 for  the bui ld ing)  and receive a 
$50,000 grant .  The $50,000 grant  is  spl i t  in  a s imi lar  way between the 
land and bui ld ing.  The tota l  cost  of  the purchase is  reduced to 
$150,000:  $37,500 for  the land and $112,500 for  the bui ld ing.  Enter  
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the reduced capi ta l  cost  in  column 3 of  Area B or  Area C.  For  more 
informat ion,  see Interpretat ion Bul let in  IT-273,  GOVERNMENT 
ASSISTANCE – GENERAL COMMENTS.  

You may get  an incent ive f rom a non-government agency to buy 
depreciable property.  I f  th is  happens,  you can e i ther  inc lude the 
amount  in  income or  subtract  the amount  f rom the capi ta l  cost  of  the 
renta l  property.  

I f  the purchase pr ice of  your  property was reduced due to poor qual i ty  
or  for  other  reasons,  see Interpretat ion Bul let in  IT-285,  CAPITAL  COST 
ALLOWANCE – GENERAL COMMENTS,  for  more informat ion about  how to 
calculate your capi ta l  cost .  

Non-arm's length transactions 

When you acquire renta l  property in  a non-arm's length t ransact ion,  
there are specia l  ru les to fo l low to determine the cost  of  the property.  
These specia l  ru les wi l l  not  apply i f  you get  the property because of  
someone's death.  For  more informat ion,  see "Def in i t ions" on 
page 12 [5] .  
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I f  you pay more  for  the renta l  property than the sel ler  paid for  the 
same renta l  property,  calculate the cost  as fo l lows:  

Capital  cost calculat ion 
(Non-arm's length transaction) 

The sel ler 's  cost  or  capi ta l  cost  $  1

The sel ler 's  proceeds of  d isposi t ion $  2

Amount f rom l ine 1 $  3

Line 2 minus  l ine 3 ( i f  negat ive,  enter  "0")  $  4

Enter  any capi ta l  gains 
deduct ion c la imed for  
the amount  on l ine 4*  

 
 
$

 

 × 2 = $

 

5

Line 4 minus  l ine 5 
( i f  negat ive,  enter  "0")  

  
$

   
× 1/2 = $

 
6

Capital  cost 
Line 1 plus  l ine 6  $ 7
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*  Enter  th is  amount  in  column 3 of  e i ther  Area B or  Area C,  whichever 
appl ies.  Do not  inc lude the cost  of  the re lated land,  which you have 
to inc lude on l ine 9923,  "Tota l  cost  of  a l l  land addi t ions in the 
year,"  in  Area F of  Form T776.  

You can a lso buy depreciable property  in  a non-arm's length 
t ransact ion f rom an indiv idual  who is  not  res ident  in  Canada or  f rom a 
par tnership where none of  the par tners is  an indiv idual  res ident  in  
Canada or  a member of  another  par tnership.  I f  you pay more  for  the 
renta l  property than the sel ler  paid for  the same renta l  property,  
ca lculate the capi ta l  cost  as fo l lows:  

Capital  cost calculat ion 
(Non-arm's length – Non-resident transaction) 

The sel ler 's  cost  or  capi ta l  cost  $  1

The sel ler 's  proceeds of  d isposi t ion $  2

Amount f rom l ine 1 $  3
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L ine 2 minus  l ine 3 
( i f  negat ive,  enter  "0")  

  
$

  
× 1/2 = $

 
4

Capital  cost 
Line 1 plus  l ine 4  $ 5

Enter  th is  amount  in  column 3 of  e i ther  Area B or  Area C,  whichever 
appl ies.  Do not  inc lude the cost  of  the re lated land,  which you have to 
inc lude on l ine 9923,  "Tota l  cost  of  a l l  land addi t ions in the year,"  in  
Area F of  Form T776.  

You might  have bought  depreciable property in  a non-arm's length 
t ransact ion,  and paid  less  for  i t  than the sel ler  paid.  I f  that  is  the 
case,  your  capi ta l  cost  is  the same amount  as the sel ler  paid.  
We consider  you to have deducted as CCA the d i f ference between 
what  you paid and what  the sel ler  paid.  

Example 
Teresa bought  a ref r igerator  f rom her father ,  Roman, for  $400 to use 
in her  renta l  operat ion.  Roman or ig inal ly  paid $1,000 for  the 
ref r igerator .  Since the amount  Teresa paid is  less than the amount  
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Roman paid,  we consider  Teresa 's cost  to be $1,000.  We also 
consider  that  Teresa has deducted CCA in the amount  of  $600 in the 
past  ($1,000 – $400).  

• In  Area B,  Teresa enters $1,000 in column 3,  "Tota l  cost . "  

• In  Area A,  she enters $400 in column 3,  "Cost  of  addi t ions in the 
year,"  as the addi t ion for  the current  tax year.  

For  more informat ion on non-arm's length t ransact ions,  see 
Interpretat ion Bul let in  IT-419,  MEANING OF ARM'S  LENGTH. 

Sell ing your rental  property 

I f  you sel l  a  renta l  property for  more than i t  cost ,  you may have a 
capi ta l  gain.  L is t  the d isposi t ions of  a l l  your  renta l  propert ies on 
Schedule 3,  CAPITAL  GAINS (OR LOSSES).  For  deta i ls  on how to 
calculate your taxable capi ta l  gain,  see Guide T4037,  CAPITAL  GAINS.  

I f  you are a member of  a par tnersh ip that  has a capi ta l  gain,  the 
par tnership wi l l  a l locate par t  of  that  gain to you.  The gain wi l l  show on 
the par tnership 's  f inancia l  s tatements or  in  box 70 of  your  T5013 or  
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T5013A s l ip .  Report  the gain at  l ine 174 of  Schedule 3,  CAPITAL  
GAINS (OR LOSSES).  

Note 
You cannot  have a capi ta l  loss when you sel l  depreciable property.  
However,  you may have a terminal  loss.  For  an explanat ion of  
terminal  loss,  see "Column 5 – UCC af ter  addi t ions and 
d isposi t ions"  on page 106 [21] .  

Disposing of  a bui lding 

I f  you d isposed of  a bui ld ing in the current  tax year,  specia l  ru les may 
apply that  make the proceeds of  d isposi t ion an amount  other  than the 
actual  proceeds of  d isposi t ion.  This happens when you meet  both  the 
fo l lowing condi t ions:  

• you d isposed of  the bui ld ing for  an amount  less than both i ts  cost  
amount ,  as calculated on page 120 [below],  and i ts  capi ta l  cost  to 
you;  and 

• you,  or  a person wi th whom you do not  deal  at  arm's length,  owned 
the land the bui ld ing is  on or  the land next  to i t  that  was necessary 
for  the bui ld ing 's  use.  
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Calculate the cost  amount  as fo l lows:  

• i f  the bui ld ing was the only property in  the c lass,  the cost  amount  is  
the undepreciated capi ta l  cost  (UCC) of  the c lass before you 
d isposed of  the bui ld ing;  

• i f  there is  more than one property  in  the same c lass,  you have to 
calculate the cost  amount  of  each bui ld ing as fo l lows:  

Capi ta l  cost  of  the bui ld ing 

Capi ta l  cost  of  a l l  the propert ies 
in  the c lass that  have not  been 

previously d isposed of  

×

 
UCC of  the 

c lass =
 

 
Cost  amount  

of  the bui ld ing

Note 
I f  a  bui ld ing acquired in a non-arm's length t ransact ion was 
previously used for  something other  than producing income, the 
capi ta l  cost  of  such property wi l l  need to be recalculated to 
determine the cost  amount  of  the bui ld ing.  

I f  you d isposed of  a bui ld ing under these condi t ions and you or  a 
person wi th whom you do not  deal  at  arm's length d isposed of  the land 
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in  the same year,  calculate your deemed proceeds of  d isposi t ion as 
shown in Calculat ion A below [on the next  page] .  I f  you or  a person 
wi th whom you do not  deal  at  arm's length d id not  d ispose of  the land 
in the same year as the bui ld ing,  calculate your deemed proceeds of  
d isposi t ion as shown in Calculat ion B on page 123 [ the next  page] .  

Calculat ion A – Land and bui lding sold in the same year 

1.  FMV of  the bui ld ing when you d isposed of  i t  $  1

2.  FMV of  the land just  before you d isposed of  i t +  2

3.  L ine 1  plus  l ine 2 =  $  3

4.  Sel ler 's  adjusted cost  base of  the land $  4

5.  Tota l  capi ta l  gains (wi thout  reserves)  f rom 
any d isposi t ion of  the land (such as a change 
in use)  in  the three-year per iod before you 
d isposed of  the bui ld ing,  e i ther  by you or  a 
person not  deal ing at  arm's length wi th you,  
e i ther  to you or  to another person not  deal ing 
at  arm's length wi th you –  5
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6 .  L ine 4 minus  l ine 5 ( i f  negat ive,  enter  "0")  = $  6

7.  L ine 2 or  l ine 6,  whichever is less  –  7

8.  L ine 3 minus  l ine 7 ( i f  negat ive,  enter  "0")  = $  8

9.  Cost  amount  of  the bui ld ing just  before you 
d isposed of  i t  $  9

10.  Capi ta l  cost  of  the bui ld ing just  before you 
d isposed of  i t  $  10

11.  L ine 9 or  l ine 10,  whichever is less  $  11

12.  L ine 1 or  l ine 11,  whichever is more  $  12

Deemed proceeds of  disposit ion for the bui lding 

13.  L ine 8 or  l ine 12,  whichever is  less (enter  
th is  amount  in  column 3 of  Area E of  
Form T776) $  13



–  123  –  

Deemed proceeds of  disposit ion for the land 

14.  Proceeds of  d isposi t ion for  the bui ld ing and 
the land $  14

15.  Amount  f rom l ine 13 –  15

16.  L ine 14 minus  l ine 15 ( inc lude th is  amount  
on l ine 9924 of  Area F of  Form T776) = $  16

I f  you have a terminal  loss on the bui ld ing,  inc lude i t  on l ine 9948,  
"Terminal  loss,"  of  Form T776.  

Calculat ion B – Land and bui lding sold in dif ferent years 

1.  Cost  amount  of  the bui ld ing just  before you 
d isposed of  i t  $  1

2.  FMV of  the bui ld ing just  before you d isposed 
of  i t  $  2

3.  L ine 1 or  l ine 2,  whichever is more  $  3
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4 .  Actual  proceeds of  d isposi t ion,  i f  any –  4

5.  L ine 3 minus  l ine 4 = $  5

6.  Amount  f rom l ine 5 $  × 1/2 $  6

7.  Amount  f rom l ine 4 +  7

Deemed proceeds of  disposit ion for the bui lding 

8.  L ine 6 plus  l ine 7 (enter  th is  amount  in  
column 3 of  Area E of  Form T776) = $  8

I f  you have a terminal  loss on the bui ld ing,  inc lude i t  on l ine 9948,  
"Terminal  loss,"  of  Form T776.  

Usual ly ,  you can deduct  100% of  a terminal  loss,  but  only 50% of  a 
capi ta l  loss.  Calculat ion B ensures that  you use the same percentage 
to calculate a capi ta l  loss on land as you use to calculate a terminal  
loss on a bui ld ing.  As a resul t  of  th is  calculat ion,  you add 50% of  the 
amount  on l ine 5 to the actual  proceeds of  d isposi t ion f rom the 
bui ld ing (see "Terminal  loss"  on page 107 [21]  ) .  
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Replacement property 

In  a few cases,  you can postpone or  defer  inc luding a capi ta l  gain or  
recapture in income. For example,  your renta l  property might  be 
sto len,  destroyed,  or  expropr iated,  and you replace i t  wi th a s imi lar  
one.  

You can a lso defer  a capi ta l  gain or  recapture when you t ransfer  
renta l  property to a corporat ion or  par tnership.  For  more informat ion 
on th is  topic,  see the fo l lowing publ icat ions:  

IC76-19 Transfer  of  Property to  a Corporat ion Under Sect ion 85 

IT-291 Transfer  of  Proper ty  to a Corporat ion Under 
Subsect ion 85(1)  

IT-378 Winding-up of  a Partnership 

IT-413 Elect ion by Members of  a Partnership Under 
Subsect ion 97(2)  
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Example of how to calculate CCA 
During the current  year,  Paul  bought  a house to use for  renta l  
purposes.  The bui ld ing is  c lassi f ied as Class 1 for  CCA purposes wi th 
a CCA rate of  4%. I t  is  h is  only renta l  property .  The tota l  cost  
was $95,000 ($90,000 tota l  purchase pr ice p lus $5,000 tota l  expenses 
connected wi th the purchase).  The deta i ls  are as fo l lows:  

Bui ld ing value (Class 1)   $ 75,000

Land value + 15,000

Total  purchase pr ice = $ 90,000

Expenses connected with the purchase  

Legal  fees  $ 3,000

Land t ransfer  taxes + 2,000

Total  fees = $ 5,000
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Paul 's  renta l  income was $6,000 and h is  renta l  expenses were $4,900.  
Therefore,  h is  net  renta l  income before deduct ing CCA was $1,100 
($6,000 – $4,900).  Paul  wants to deduct  as much CCA as he can.  

Before Paul  can complete Area A of  Form T776,  he has to calculate 
the capi ta l  cost  of  the bui ld ing.  Since land is  not  depreciable property,  
he has to calculate the par t  of  the expenses connected wi th the 
purchase that  re late only to the bu i ld ing.  To do th is ,  he has to use the 
formula in the sect ion cal led "Land" on page 102 [20] .  

Bui ld ing value Part  of  the fees Paul  can 
inc lude in the bui ld ing 's  
cost  

=

Total  purchase pr ice

× Expenses 

 $75,000.00 ×  $5,000 

 

=

$90,000.00   

 = $4,166.67   

The $4,166.67 is  the par t  of  the $5,000 in legal  fees and land t ransfer  
taxes that  re lates to the purchase of  the bui ld ing,  whi le the 
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remain ing $833.33 re lates to the purchase of  the land.  Therefore,  the 
capi ta l  cost  of  the bui ld ing is :  

Bui ld ing value (Class 1)   $ 75,000.00

Related expenses + 4,166.67

Capi ta l  cost  of  the bui ld ing = $ 79,166.67

Paul  enters $79,166.67 in column 3 of  Area C of  Form T776.  
He inc ludes $15,833.33 ($15,000 + $833.33)  on l ine 9923 of  Area F of  
Form T776 as the capi ta l  cost  of  the land.  

Paul  never owned renta l  property before the current  year.  Therefore,  
he has no undepreciated capi ta l  cost  to enter  in  column 2 of  Area A of  
Form T776.  

Since Paul  acquired h is  renta l  property dur ing the current  year ,  he is  
subject  to the hal f -year ru le expla ined in "Column 6 – Adjustment  for  
current-year addi t ions"  on page 108 [21] .  

His net  renta l  income before CCA is  $1,100.  Paul  cannot  c la im CCA of  
more than $1,100 because he cannot  use h is  CCA to create a renta l  
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loss (see "L imi ts  on CCA" on page 79 [16]  ) .  This is  the case even 
though he would otherwise be ent i t led to c la im $1,583.33 
[ ($79,166.67 × 50%) × 4%].  

Chapter 4 – Principal residence 
When you sel l  your  home, you may real ize a capi ta l  gain.  I f  the 
property was your pr inc ipal  res idence for  every year you owned i t ,  you 
do not  have to report  the sale on your  income tax return.  However,  i f  
the property was not  your pr inc ipal  res idence at  any t ime dur ing the 
per iod that  you owned i t ,  you may have to report  a l l  or  a por t ion of  the 
capi ta l  gain.  

This chapter  expla ins the meaning of  pr inc ipal  res idence,  how you 
designate a property as such,  and what  happens when you sel l  i t .  I t  
a lso expla ins what  to do in other  specia l  tax s i tuat ions,  such as 
c la iming CCA when you use a l l  or  par t  of  your res idence for  renta l  
purposes.  

I f  you want  more informat ion af ter  reading th is  chapter ,  see 
Interpretat ion Bul let in  IT-120,  PRINCIPAL  RESIDENCE.  
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What is your principal residence? 
Your pr inc ipal  res idence can be any of  the fo l lowing types of  housing 
uni ts :  

• a house;  

• a cot tage;  

• a condominium; 

• an apartment  in  an apartment  bui ld ing;  

• an apartment  in  a bui ld ing such as a duplex or  t r ip lex;  or  

• a t ra i ler ,  mobi le home, or  houseboat .  

A property qual i f ies as your pr inc ipal  res idence,  for  any year,  i f  i t  
meets al l  o f  the fo l lowing condi t ions:  

• i t  is  a housing uni t ,  a  leasehold in terest  in  a housing uni t ,  or  a 
share of  the capi ta l  s tock of  a co-operat ive housing corporat ion you 
acquire only to get  the r ight  to inhabi t  a housing uni t  owned by that  
corporat ion;  

• you own the property a lone or  jo int ly  wi th another  person;  
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• you,  your current  or  former spouse or  common- law partner ,  or  any 
of  your  chi ldren l ived in i t  a t  some t ime dur ing the year;  and 

• you designate the property as your pr inc ipal  res idence.  

The land on which your home is  located can be par t  of  your  pr inc ipal  
res idence.  Usual ly ,  the amount  of  land that  you can consider  as par t  
of  your pr inc ipal  res idence is  l imi ted to one-hal f  hectare (1.24 acres) .  
However,  i f  you can show that  you need more land to use and enjoy 
your home, you can consider  more than th is  amount  as par t  of  your  
pr inc ipal  res idence.  For  example,  th is  may happen i f  the minimum lot  
s ize imposed by a munic ipal i ty  at  the t ime you bought  the property  is  
larger  than one-hal f  hectare.  

Designating a principal residence 
When you sel l  or  are considered to have sold a l l  or  par t  of  your  home, 
you can designate i t  as your pr inc ipal  res idence for  the years that  you 
owned and used i t  as your pr inc ipal  res idence.  However,  you do not  
have to designate i t  each year .  For  more informat ion,  see 
"Form T2091(IND),  DESIGNATION OF A  PROPERTY AS A  PRINCIPAL  
RESIDENCE BY AN INDIV IDUAL (OTHER THAN A  PERSONAL TRUST),  and 
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Form T1255,  DESIGNATION OF A  PROPERTY AS A PRINCIPAL  RESIDENCE 
BY THE LEGAL REPRESENTATIVE OF A  DECEASED INDIV IDUAL" on 
page 135 [27] .  

Can you designate more than one principal  residence? 

For 1982 and later years,  you can only designate one home as your 
fami ly 's  pr inc ipal  res idence for  each year.  For  more informat ion,  see 
Interpretat ion Bul let in  IT-120,  PRINCIPAL  RESIDENCE.  

For 1982 to 2000,  i f  you had a spouse or were 18 or older,  your  
fami ly  inc luded:  

• you;  

• a person who throughout  the year  was your spouse (unless you 
were separated for  the ent i re year under the terms of  a court  order  
or  a wr i t ten agreement) ;  and 

• your chi ldren (other  than a chi ld  who had a spouse dur ing the year 
or  who was 18 or  o lder) .  

I f  you did not have a spouse and were not 18 or older,  your  fami ly  
also  inc luded:  
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• your mother and father ;  and 

• your brothers and s is ters (who did not  have spouses and were 
not  18 or  o lder  dur ing the year) .  

For 2001 and later years,  the above def in i t ion appl ies except  that  the 
reference to spouse is  replaced by "spouse or  common- law partner . "  
Nei ther  spouses nor  common- law partners can designate d i f ferent  
housing uni ts  as thei r  pr inc ipal  res idence.  For  more informat ion,  see 
"Def in i t ions"  on page 12 [5] .  

For 1993 to 2000,  s ince a spouse inc luded a common- law spouse,  
common- law spouses could not  designate d i f ferent  housing uni ts  as 
thei r  pr inc ipal  res idences for  any of  those years.  

Note 
I f  you e lected to have your same-sex par tner  considered your 
common- law partner  for  1998,  1999,  or  2000,  then,  for  those years,  
your common- law partner  a lso could not  designate a d i f ferent  
housing uni t  as h is  or  her  pr inc ipal  res idence.  
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Disposition of your principal residence 
When you sel l  your  home or  when you are considered to have sold i t ,  
usual ly  you do not  have to report  the sale on your income tax return 
or  pay tax on any gain f rom the sale.  This is  the case i f  i t  was your 
pr inc ipal  res idence for  every year you owned i t .  

I f  your  home was not  your  pr inc ipal  res idence for  every year that  you 
owned i t ,  you have to report  the par t  of  the capi ta l  gain on the 
property  that  re lates to the years for  which you d id not  designate the 
property as your pr inc ipal  res idence.  

I f  only a par t  of  your home qual i f ies as your pr inc ipal  res idence,  you 
have to spl i t  the sel l ing pr ice and the adjusted cost  base between the 
par t  you used for  your pr inc ipal  res idence and the par t  you used for  
other  purposes,  such as renta l  or  business.  You can do th is  by using 
square metres or  the number of  rooms, as long as the spl i t  is  
reasonable.  Report  only the capi ta l  gain or  capi ta l  loss on the par t  
you used for  renta l  or  business purposes.  
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For  more informat ion on how to repor t  the capi ta l  gain resul t ing f rom 
the d isposi t ion of  your  pr inc ipal  res idence,  see Guide T4037,  CAPITAL  
GAINS.  

Form T2091(IND),  Designation of  a Property as a Principal  
Residence by an Individual  (Other Than a Personal  Trust) ,  and 
Form T1255,  Designation of  a Property as a Principal  Residence 
by the Legal  Representat ive of  a Deceased Individual  

Use Form T2091(IND) to designate a property as a pr inc ipal  
res idence.  This form wi l l  help you ca lculate the number of  years that  
you can designate your home as your  pr inc ipal  res idence,  as wel l  as 
the par t  of  the capi ta l  gain,  i f  any,  that  you have to report .  Complete 
Form T2091(IND) i f  you:  

• sold,  or  were considered to have sold,  your  pr inc ipal  res idence or  
any par t  of  i t ;  or  

• granted someone an opt ion to buy your pr inc ipal  res idence or  any 
par t  of  i t .  

You only have to inc lude Form T2091( IND) wi th your income tax return 
i f  you have to report  a capi ta l  gain.  
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Note 
A legal  representat ive of  a deceased person (executor ,  
administ rator ,  or  a l iqu idator  in  Quebec) must  use Form T1255,  
DESIGNATION OF A  PROPERTY AS A  PRINCIPAL  RESIDENCE BY THE LEGAL 
REPRESENTATIVE OF A  DECEASED INDIV IDUAL,  to designate a property 
as a pr inc ipal  res idence for  the deceased.  

Did you or your spouse or common-law partner f i le  Form T664 or 
T664(Seniors)?  –  Use Form T2091(IND) to calculate the capi ta l  gain 
i f  you sel l ,  or  are considered to have sold,  a property for  which you or  
your spouse or  common- law partner  previously f i led Form T664 or  
T664(Seniors) ,  ELECTION TO REPORT A  CAPITAL  GAIN  ON PROPERTY 
OWNED AT  THE END OF FEBRUARY 22,  1994,  and:  

• the property was your pr inc ipal  res idence for  1994;  or  

• you are designat ing i t  in  the current  tax year as your pr inc ipal  
res idence for  any year.  

Use Form T2091(IND)-WS, PRINCIPAL  RESIDENCE WORKSHEET,  to 
calculate a reduct ion due to the capi ta l  gains e lect ion.  In th is  case,  i f  
the property was designated as a pr inc ipal  res idence for  the purpose 
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o f  the capi ta l  gains e lect ion,  you have to inc lude those previously 
designated years as par t  of  your pr inc ipal  res idence designat ion in 
the current  year.  

Note 
I f ,  a t  the t ime of  the e lect ion,  the property was designated as a 
pr inc ipal  res idence for  any tax year other  than 1994,  you can 
choose whether or  not  to designate i t  again as your pr inc ipal  
res idence when you sel l  i t  or  are considered to have sold i t .  I f  you 
choose to designate i t  again,  you have to inc lude those previously 
designated tax years as par t  of  your  pr inc ipal  res idence designat ion 
in the current  tax year.  

I f  the property was not  your  pr inc ipal  res idence for  1994 and you are 
not  designat ing i t  in  the current  tax year as your pr inc ipal  res idence 
for  any tax year ,  do not  use Form T2091(IND) or  Form T2091(IND)-WS 
to calculate your capi ta l  gain.  Instead,  calculate your capi ta l  gain,  i f  
any,  in  the regular  way (proceeds of  d isposi t ion minus  the adjusted 
cost  base and out lays and expenses) .  For  more informat ion on how to 
calculate your adjusted cost  base as a resul t  of  the capi ta l  gains 
e lect ion,  see Guide T4037,  CAPITAL  GAINS.  
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Change in use 
You can be considered to have sold a l l  or  par t  of  your  property even 
though you d id not  actual ly  sel l  i t .  

For  example,  th is  is  the case when:  

• you change al l  or  par t  of  your  pr inc ipal  res idence to a renta l  
property ;  

• you change your renta l  property to a pr inc ipal  res idence;  or  

• you stop using a property  to earn or  produce income. 

Every t ime you change the use of  a property,  you are considered to 
have sold the property  at  i ts  fa i r  market  value (FMV) and to have 
immediate ly  reacquired the proper ty for  the same FMV, unless you 
make an e lect ion as descr ibed on page 139 [below].  The resul t ing 
capi ta l  gain or  capi ta l  loss ( in  cer ta in s i tuat ions)  must  be reported in 
the year the change of  use occurs.  

I f  the property was your pr inc ipal  res idence for  any year you owned i t  
before you changed i ts  use,  you do not  have to pay tax on any gain 
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that  re lates to those years.  You on ly have to report  the gain that  
re lates to the years your home was not  your pr inc ipal  res idence.  

Note 
Your home is  personal-use property .  Therefore,  i f  you have a loss 
when we consider  you to have sold your home because of  a change 
in use,  you are not  a l lowed to c la im the loss.  

Special  si tuat ions 

There are s i tuat ions to which the change- in-use ru les stated on 
page 138 [above]  do not  apply.  The fo l lowing are some of  the more 
common s i tuat ions.  

Changing your principal  residence to a rental  property 

When you change your pr inc ipal  res idence to a renta l  property,  you 
can make an e lect ion not  to be considered as having star ted to use 
your pr inc ipal  res idence as a renta l  property.  This means you do not  
have to report  any capi ta l  gain when you change i ts  use.  I f  you make 
th is  e lect ion:  

• you have to report  the net  renta l  income you earn;  and 
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• you cannot  c la im capi ta l  cost  a l lowance (CCA) on the property.  

Whi le your e lect ion is  in  ef fec t ,  you can designate the property as 
your pr inc ipal  res idence for  up to four  years,  even i f  you do not  use 
your property as your pr inc ipal  res idence.  However,  you can only do 
th is  i f  you do not  designate any other  property as your pr inc ipal  
res idence for  th is  t ime.  

You can extend  the four-year l imi t  indef in i te ly  i f  al l  the fo l lowing 
condi t ions are met:  

• you l ive away f rom your pr inc ipal  res idence because your employer,  
or  your spouse's or  common- law partner 's  employer,  wants you to 
re locate;  

• you and your spouse or  common- law partner  are not  re lated to the 
employer;  

• you return to your or ig inal  home whi le you or  your  spouse or  
common- law partner  are st i l l  wi th the same employer or  before the 
end of  the year af ter  the year in  which th is  employment ends,  or  
you d ie dur ing the term of  employment;  and 
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• your or ig inal  home is  at  least  40 k i lometres (by the shortest  publ ic  
route)  far ther  than your temporary res idence f rom your or  your 
spouse's or  common- law partner 's  new place of  employment.  

I f  you make th is  e lect ion,  there is  no immediate ef fect  on your tax 
s i tuat ion when you move back into your res idence.  However,  i f  you 
change the use of  the property  again and do not  make th is  e lect ion 
again,  any gain you have f rom sel l ing the property may be subject  to 
tax.  

To make th is  e lect ion,  you have to f i le  a le t ter  s igned by you wi th your 
income tax return.  The let ter  should descr ibe the property  and state 
that  you are making an e lect ion under subsection 45(2)  o f  the INCOME 
TAX ACT.  

Changing your rental  property to a principal  residence 

When you change your renta l  property to a pr inc ipal  res idence,  you 
can e lect  to postpone report ing the d isposi t ion of  your property unt i l  
you actual ly  sel l  i t .  
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This e lect ion only appl ies to a capi ta l  gain.  I f  you c la imed CCA on the 
property before 1985,  you have to inc lude any recapture of  CCA in 
your renta l  income. Inc lude the income in the year you changed the 
use of  the property .  

However,  you cannot  make th is  e lect ion i f  you or  your spouse or  
common- law partner ,  or  a t rust  under which you,  your spouse or  
common- law partner  is  a benef ic iary has deducted CCA on the 
property for  any tax year af ter  1984 and on or  before the day you 
change i ts  use.  

To make th is  e lect ion,  you have to submit  a le t ter ,  s igned by you,  wi th 
your  income tax return.  The let ter  should descr ibe the property and 
state that  you are making an e lect ion under subsect ion 45(3)  of  the 
INCOME TAX ACT.  You have to make th is  e lect ion by the ear l ier  of  the 
fo l lowing dates:  

• 90 days af ter  the date we ask you to make the e lect ion;  or  

• the date you have to f i le  your income tax return for  the year in  
which you sel l  the property.  
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I f  you make th is  e lect ion,  you can designate the property as your 
pr inc ipal  res idence for  up to four  years before you occupy i t  as your 
pr inc ipal  res idence.  

Changing part  of  your principal  residence to a rental  property 

You are usual ly  considered to have changed the use of  par t  of  your  
pr inc ipal  res idence when you star t  to  use that  par t  for  renta l  
purposes.  However,  you are not  cons idered to have changed i ts  use 
i f :  

• the par t  you use for  renta l  purposes is  smal l  in  re lat ion to the whole 
property;  

• you do not  make any st ructura l  changes to the property to make i t  
more sui table for  renta l  purposes;  and 

• you do not  deduct  any CCA on the par t  you are using for  renta l  
purposes.  

I f  you meet  a l l  the above condi t ions,  the whole property may qual i fy  
as your pr inc ipal  res idence even though you are us ing par t  of  i t  for  
renta l  purposes.  
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However,  i f  you do not  meet  a l l  o f  the [above]  condi t ions on page 143,  
when you sel l  or  change the use of  the property,  you have to:  

• spl i t  the sel l ing pr ice between the par t  you used for  your  pr inc ipal  
res idence and the par t  you used for  renta l  purposes by using e i ther  
square metres or  the number of  rooms, as long as the spl i t  is  
reasonable;  and 

• report  any capi ta l  gain on the par t  you used for  renta l  purposes.  
You do not  have to report  any capi ta l  gain for  the par t  you used for  
your pr inc ipal  res idence.  

Note 
I f  there is  only a par t ia l  change in the use of  a property,  you cannot  
f i le  an e lect ion under subsect ion 45(2)  of  the INCOME TAX ACT,  as 
d iscussed in th is  chapter .  
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For more information 
What if  you need help? 
I f  you need help af ter  reading th is  publ icat ion,  v is i t  www.cra.gc.ca  or  
ca l l  1-800-959-8281.  

Forms and Publications 
To get  our  forms or  publ icat ions,  go to www.cra.gc.ca/forms  or  ca l l  
1-800-959-2221.  

My Account 
My Account  is  a secure,  convenient ,  and t ime-saving way to access 
and manage your tax and benef i t  in format ion onl ine,  seven days 
a week!  I f  you are not  registered wi th My Account  but  need 
informat ion r ight  away,  use Quick Access  to  get  fast ,  easy,  and 
secure access to some of  your in format ion.  For  more informat ion,  go 
to www.cra.gc.ca/myaccount or see Pamphlet  RC4059,  MY ACCOUNT 
FOR INDIV IDUALS.  
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My Business Account 
My Business Account  is  a secure and convenient  way to access and 
manage your business accounts onl ine.  

You can:  

• view your account  balance and t ransact ions 

• request  addi t ional  remit tance vouchers 

• f i le  your return and v iew i ts  s tatus 

• calculate your insta lment  payments 

• view not ices,  le t ters,  and statements 

• view address and banking informat ion 

• t ransfer  payments and immediate ly  v iew an updated balance 

Quick.  Easy.  Secure.  For  more informat ion,  go to 
www.cra.gc.ca/mybusinessaccount.  
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Represent a Client 
Representat ives author ized for  onl ine access can v iew account  
in format ion and t ransact  onl ine on behal f  of  indiv iduals and 
businesses through the Represent  a Cl ient  serv ice.  For  more 
informat ion,  go to www.cra.gc.ca/representat ives.  

Electronic payments 
Make your payment onl ine using the CRA's My Payment serv ice at  
www.cra.gc.ca/mypayment or us ing your f inancia l  inst i tu t ion 's  
te lephone/ Internet  banking serv ices.  For  more informat ion,  go to 
www.cra.gc.ca/electronicpayments or contact  your f inancia l  
inst i tu t ion.  

Tax Information Phone Service (TIPS)  
For personal  and general  tax in format ion by te lephone,  use our  
automated serv ice,  TIPS, by cal l ing 1-800-267-6999.  
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Teletypewriter (TTY) users  
TTY users can cal l  1-800-665-0354  for  b i l ingual  assistance dur ing 
regular  business hours.  

Our service complaint process 
I f  you are not  sat is f ied wi th the service  that  you have received,  
p lease contact  the CRA employee wi th whom you have been deal ing 
(or  cal l  the te lephone number that  you have been g iven) .  I f  you are 
not  p leased wi th the way your concerns are addressed,  you can ask to 
d iscuss the matter  wi th the employee's superv isor .  

I f  the matter  is  not  set t led,  you can then f i le  a serv ice complaint  by 
complet ing Form RC193,  SERVICE-RELATED COMPLAINT.  I f  you are st i l l  
not  sat is f ied,  you can f i le  a complaint  wi th the taxpayers '  ombudsman. 

For  more informat ion,  go to www.cra.gc.ca/complaints  or  see 
Booklet  RC4420,  INFORMATION ON CRA – SERVICE COMPLAINTS.  
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Your opinion counts 
I f  you have any comments or  suggest ions that  could help us improve 
our  publ icat ions,  we would l ike to hear f rom you.  Please send your 
comments to:   

 

Taxpayer Serv ices Directorate 
Canada Revenue Agency 
750 Heron Road 
Ottawa ON  K1A 0L5 

 


