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Tax Deductions for Landlord Responsibilities

Besides providing a tenant with habitable premises, par t of being a landlord also entails some financial responsibilities.

The rental business requires a landlord to pay taxes on the year ly income received from rental property. A landlord can

reduce tax responsibilities by taking deductions for the cost of doing business, how ever. The IRS allows a landlord to

deduct operating expenses from their reported income. An operating expense qualifies under the tax code if:

• The expense is ordinary and necessary to the operation of the rental property

• It is a current operating expense

• The expense relates directly to the operation of the rental

• The amount of the expense is reasonable

The following list contains the most typical types of tax deductions a landlord may take.

Interest

A landlord may deduct interest on the money borrowed for the rental investment. The most common type of deductible

interest is mortgage interest from a bank loan received for the purchase of the property or for improvements made to the

proper ty. Other types of allowable interest include interest on credit cards and personal loans used for activities related to

the rental property.

Repairs

Because landlord responsibilities include fixing items in need of repair in a rental, repair expenses are usually a significant

operating expense. A landlord can receive the full deduction for the repair during the tax year it was made if it:

• Does not materially add value to the rental property

• Does not substantially prolong the life of the rental property or make it more useful.

Repairs that typically qualify include repainting, fixing a leak in the roof, and fixing portions of a damaged floor. In order to

qualify for a deduction, a repair should only restore the property to the original condition it was in before the need for

restoration.

Improvements

An improvement will add value, prolong the life of a proper ty, or make it more useful than it was before the improvement.

Unlike a repair, an improvement is ineligible for a full deduction in a single year. Instead, the cost of making the

improvement to the residential rental property is depreciated over 27.5 years.

Transpor tation Expenses

Tr anspor tation expenses from local trips related to rental business activity are deductible during the same year incurred.

This includes trips that involve driving to the rental property, to the store for supplies, and to the bank.

When making a deduction for miles driven for rental business activity, a landlord can use the standard mileage rate or the

actual expense method. The standard method calculates the deduction by multiplying the miles traveled for rental busi-

ness and the IRS’ rate, which changes year ly (.50 cents per mile in 2010). To qualify for the standard method, a landlord

must use it during the first year that the vehicle was used in rental business activity. The actual expense method allows a

landlord to deduct the actual vehicle expenses, plus depreciation.

Travel Expenses

A landlord can deduct the expenses incurred for long distance travel away from home on overnight rental-related busi-

ness. Expenses are deductible if:



• The long distance travel is away from the city or the area of the principle place of the rental business; and

• The trip was primar ily for conducting rental business, such as showing the rental to prospective tenants, taking care

of maintenance requests, and attending trade shows.

Deductible expenses typically include the costs for transpor tation, meals, and lodging.

Insurance

Premiums paid for insurance on rental property are deductible. A landlord may deduct liability insurance, as well as insur-

ance for fire, theft, and flood. A landlord may also be able to deduct insurance paid on a home office and a vehicle.

Casualty and Theft Losses

The destruction or damage to a rental property from a sudden or unexpected event like a fire, ear thquake, flood, vandal-

ism, or theft may be deductible. The entire cost of the loss, how ever, is not typically deductible. The amount eligible for

deduction depends on several factors, such as the amount of the insurance proceeds and whether the property was par-

tially or completely destroyed.

Proper ty Taxes

A landlord may deduct state and local property taxes paid on a rental for the current year. Prepaid taxes are only

deductible in the year in which they are due.

Employees and Contractors

A landlord can deduct wages and compensation paid to independent contractors and employees to perfor m ser vices

related to the rental business. This includes payments made to a contractor hired to perfor m maintenance wor k as well as

payments in the for m of free rent to a resident manager.

Professional Services Fees

Fees paid for the professional services of attorneys, accountants, and property managers are deductible when related to

the rental business.

Home Office

A landlord may qualify for a deduction for a home office. In general, the home office must meet the following IRS require-

ments:

• The home office is used exclusively and regularly as the principle place of the rental business; or

• The home office is used exclusively and regularly to meet with rental-related visitors; or

• A separate structure on the property is used exclusively and regularly in connection with the rental business.



Find a Consumer Protection 

Attorney Near You

Learn More: Tips to Help Protect Your Identity, Protect 

Yourself from Online Auction Fraud, Stolen Identity: 

What to Do

The FindLaw Guide to Online Fraud and Identity Theft

Follow us on

A Thomson Reuters Business

FINDLAW.COM EMPOWERS 

PEOPLE WITH TRUSTED,  

TIMELY AND INTELLIGENT  

LEGAL INFORMATION

BLOGS – FindLaw Blogs present timely news that has 

real-life implications, deliver important information 

and discuss law-related entertainment. 

FINDLAW ANSWERS – A vibrant, interactive online 

community where everyday people can ask legal 

questions and get real-time answers from legal  

professionals and others with similar experiences.

NEWS & NEWSLETTERS – Updated throughout the 

day and night and covering a wide range of legal 

topics, FindLaw.com’s News page presents current 

legal news, keeping people informed and educated.

FIND A LAWYER – An easy-to-search database 

of more than one million lawyers and law firms. It 

provides detailed information, enabling people to 

contact a qualified lawyer when they are ready.

DO-IT-YOURSELF FORMS & CONTRACTS – FindLaw.

com provides accurate legal documents for common 

legal matters. Choose from a library of easy-to-use, 

low-cost, accurate legal forms for everyday legal issues.

FINDLAW VIDEO – On FindLaw.com, you’ll find an 

online directory of more than 1,500 short videos 

dedicated exclusively to legal topics and attorney and  

law firm profiles.   

Connect With Us
FindLaw.com has an entire social media team 

dedicated to providing our users with as many 

options as possible to join, participate in, and learn 

from the FindLaw community. Some of the  social 

key channels are the following:

 

•	 FindLaw for Consumers on Facebook 

Making the law easy to access with interactive 

legal updates aimed at starting conversations, 

informing followers of their legal rights and 

providing a forum for questions and resources 

 

•	 @FindLawConsumer on Twitter 

Tweeting interesting, entertaining and  

informative legal news everyday 

Copyright © 2013 FindLaw, a Thomson Reuters business. All rights reserved. The information 

contained in this article is for informational purposes only and does not constitute legal advice.  

The use and distribution of this article is subject to the Creative Commons BY-NC-ND license, which 

can be viewed at  http://creativecommons.org/licenses/by-nc-nd/3.0/. You must attribute the article by 

providing the title of the article, FindLaw copyright notice and link to the original work. You may not 

use the article for commercial purposes and you may not alter or transform this article in any way.

HAVE A LEGAL QUESTION?

NEED TO FIND AN AFFORDABLE, 

QUALIFIED ATTORNEY?

Protect yourself, your family or  

your business with a legal plan 

or form from LegalStreet

http://consumer.findlaw.com/online-scams/?DCMP=CCX-MG-012
http://findlaw.com?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://legalblogs.findlaw.com/?DCMP=CCX-MG-012
http://answers.findlaw.com?DCMP=CCX-MG-012
http://legalnews.findlaw.com/?DCMP=CCX-MG-012
http://lawyers.findlaw.com?DCMP=CCX-MG-012
http://forms.findlaw.com/?DCMP=CCX-MG-012
http://video.findlaw.com/?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://creativecommons.org/licenses/by-nc-nd/3.0/
http://findlaw.com?DCMP=CCX-MG-012
http://legalstreet.com?DCMP=LS-LPD-001

