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Canada Revenue Agency (CRA)

What is a principal residence?

Your principal residence can be any of the
following types of housing units:

a house

a cottage

a condominium

an apartment in an apartment building
an apartment in a duplex

a trailer, mobile home, or houseboat

A property has to qualify to be a principal
residence.

May Chen Consulting Corp.


https://www.canada.ca/en/revenue-agency/services/tax/individuals/topics/about-your-tax-return/tax-return/completing-a-tax-return/personal-income/line-127-capital-gains/principal-residence-other-real-estate/what-a-principal-residence/does-a-property-qualify.html

CRA: How does a_Property qualify to be a
principal residence?

A property qualifies as ]yourlprincipal residence for
any year if it meets all of the following 4 conditions:

* |t is a housing unit, a leasehold interest in a
housing unit, or a share of the capital stock of
a co-operative housing corporation you acquire
only to get the right to inhabit a housing unit
owned by that corporation.

* You own the property alone or jointly with
another person.

* You, your current or former spouse or common-
law partner, or any of your children lived in it at
some time during the year.

* You designate the property as your principal
residence.
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CRA: Designating a principal residence

BEFRIEE

You designate your home as your principal
residence when you sell or are considered to
have sold all or part of it. You can designate your
home as your principal residence for all the years
that you own and use it as your principal
residence.

However, in some situations, you may choose
not to designate your home as your principal
residence for one or more of those years.
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CRA:Disposing of your principal residence

When you sell your home or when you are considered to
have sold it, usually you do not have to pay tax on any gain
from the sale because of the principal residence exemption.

For the sale of a principal residence in 2016 and subsequent
years, the CRA will only allow the principal residence
exemption if you report the disposition and designation of
your principal residence on your income tax and benefit
return. If you forget to make this designation in the year of
the disposition, it is very important to ask the CRA to amend
your income tax return for that year. The CRA will be able to
accept a late designation in certain circumstances, but a

penalty may apply.
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BE=%14:

e The CRA will consider the entire property to
maintain its nature as a principal residence in
spite of the fact that you have used it for income

producing purposes when all of the following
conditions are met:

* The income producing use is ancillary to

the main use of the property as a
residence. (EFR/\)

e There is no structural change to the

property. (RN EFEL)

* No capital cost allowance is claimed on the

property. (HFERITIRITIE)
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CRA: Loss on the disposition of a residence

e 2.31 A property which is used primarily as
a residence (that is, for the personal use
and enjoyment of those living in it) — or an
option to acquire a property which would,
if acquired, be so used — is personal-
use property. Therefore, a loss on the
disposition of such a property or option is
deemed to be i by virtue
of subparagraph 40(2)(g)(iii).
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13522 & (Change in use)

RS EIAIE:
1. EE4E (Deemed disposal)
2. R (Tax on capital gain)

T H%: Section 45 (2)

45(2) Election to Defer Capital Gain on Change in Use from Principal Residence to
Income-Producing Property
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CRA: Changesin use

* You change all or part of your principal residence
to a rental or business operation.

* You change your rental or business operation to
a principal residence.
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BCHHL T B Bt https://www2.gov.bc.ca/gov/content/taxes/speculation-vacancy-tax

B.C. speculation and vacancy tax declaration video (Chinese)
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https://www2.gov.bc.ca/gov/content/taxes/speculation-vacancy-tax
https://youtu.be/qAXwjzFNYtw
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CRA: Do you have rental income or business
income?

In most cases, you are earning an income from
your property if you rent space and provide
basic services only. Basic services include heat,
light, parking, and laundry facilities.

If you provide additional services to tenants,
such as cleaning, security, and meals, you may
be carrying on a business. The more services you
provide, the greater the chance that your rental
operation is a business.

B 55FH (Airbnb)in{aliRFR ?
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S H AR
1. #EE4E (Deemed disposal)
2. RAUZE (Tax on capital gain)

FiH%: Section 45 (3)

* 45(3) Election to Defer Capital Gain on Change in Use of a Property from Income-
Producing to Principal Residence
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