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Top 18 Landlord Tax Deductions To
Maximize Your Profit
By Kate Christensen

One of the best things about owning a rental property is that every dollar you spend on the property, whether it’s
mortgage interest, repairs, maintenance, business expenses or depreciation, is tax deductible. What can you deduct on
rental property? We’ve put together a comprehensive list of deductible items and services you don’t want to miss out on
this tax season.
1 – Interest From Your Rental Property Loan
Mortgage Payments
Interest will likely be your largest deductible expense, assuming you take out a mortgage loan to buy your property.
The most common deductible interest examples include: (1) mortgage interest (primary or secondary) on loans to
purchase or improve a rental property, (2) credit card interest used to purchase goods or services for the rental, and
(3) HELOC loan interest used to improve or repair property. Utilizing mortgage interest deductions on rental property
will save landlords thousands of dollars a year and maximize your profit.
TIP: Interest is only tax deductible on purchases used for your rental or property.
Loan for Rental Repairs
If you take out a loan for repairs on your rental, all interest accrued can be deducted on your taxes that year. The rules
for what qualifies as a repair are clearly outlined by the Internal Revenue Service (IRS), and will be explained in greater
detail under #3 “Repairs & Maintenance” below.
2 – Depreciation of Rental Property
A rental property will naturally experience wear and tear over time. The process of depreciation basically accounts for
the cost of buying and improving rental property and allows money spent to be tax deductible. Instead of one large
deduction during the year you purchase or improve your property, depreciation deduction is distributed over the “useful
life” of the property. Understanding the specific rules of depreciation will be extremely important when buying and
owning a rental property. Keep reading to learn more.
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Meeting Information

No
Meeting
**Face masks are required**
Dinner served
5:00pm to 6:15pm
The speaker will begin at
approximately 6:30pm.
(Meetings are typically held on the 4th
Monday of each month, with the
exception of holidays)
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President’s Message
I would like to acknowledge the hard work, dedication, and leadership of outgoing
President Ralph McGonegal. Amidst the pandemic and all the restrictions imposed by the state,
he managed to maintain the office and related services, offer sound advice to members,
initiated the legal defense fund, and will continue leading the effort against the city of Jackson.
As Ralph begins to enjoy his retirement, we welcome Melissa Freeman and Brian Rockwell to
the Board of Directors. Brian and I have already met with the city of Jackson to discuss
extending the inspection cycle out to three or four years, and air some grievances with
Neighborhood and Economic Operations. We were told, under the new city Manager, Rental
Property Owners are viewed as “investors” in the city. I presented my agenda for JALA in this
coming year. 1) To help members understand the application of codes that impact rental
operations. 2) Move inspectors to an educational and supportive roll rather than adversarial. 3)
Support Community Action Agency as they begin training renters through the Rent Smart
Program that emphasizes financial stability, and renter responsibilities.
The year 2020 has been particularly challenging due to Covid-19 and the prohibition on
evictions. Unable to evict tenants, many rental property owners are struggling with unpaid or
reduced rents, while expenses continue to accumulate. The prohibition on evictions and
unemployment benefits that tenants rely on, are set to expire this month. It is important to
recognize that the pandemic has caused an economic shift in tenant’s income and the way they
work. While congress debates another stimulus package, a vaccine and return to normalcy is
promised, but still too far away. Whether you retain your tenants, structure a repayment plan,
or evict tenants when the ban is lifted, utilizing JALA’s credit and district court checks are
essential to your success.
Chuck Drake

50/50 Winner:

No
Meeting

2021 BOARD of DIRECTORS
President
Vice President
Secretary
Treasurer
Board Members

Charles Drake 937-1435
Dale Fisher 764-4599
Louise Powell 812-4605
Linda Karazim 416-9311
Tom Hillard 740-3140
Larry Doxtader 769-2865
Mike Wisniewski 783-3620
Brian Rockwell (517) 789-8560

Welcome New
Member:

Daniel
Kistka

Melissa Freeman (517) 784-1912
Mak Krzeczkowski (734) 216-2676

JALA OFFICE
HOURS
Monday through Friday
9:00 am –1:00 pm
Crystal Miller
Office Manager
PHONE: (517) 782-4384
FAX: (517) 539-6020

JALA
CONSULTING ATTORNEY
If you are a JALA member in
“good standing” and you have
any legal questions about
being a landlord, you may
contact JALA Consulting
Attorney for assistance.

Dennis Conant
dconantlaw@yahoo.com
517-787-3560

2020 STATE LEGISLATORS
State Senator John Bizon (19th Dist.)
(517) 373-2426
PO Box 30036
Lansing, MI 48909
State Senator Mike Shirkey (16th Dist.)
(517) 373-1775
PO Box 30014
Lansing, MI 48909

State Rep. Julie Alexander (64th Dist.)
(517) 373-1795
PO Box 30014
Lansing, MI 48909
State Rep. Sarah Lightner (65th Dist.)
(517) 373-1775
PO Box 30014
Lansing, MI 48909
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Rental Property Depreciation Rules
You must own the property.
You use the property for business or income.
The property has a “useful life”, in other words, it wears out, decays or loses its value due to natural causes.
The property is expected to last more than a year.
Things to remember…
If a property meets all of the requirement above, but you stop using it for business purposes in the same year, it no
longer qualifies for depreciation. Additionally, land is not considered to be depreciable because it doesn’t wear out or
decay. Cost of any changes to the land, i.e. landscaping or clearing, are considered part of the cost of owning the land.
3 – Repair & Maintenance Costs
While most repairs and maintenance costs are tax deductible, make sure that these expenses are “ordinary” and
“necessary”, as outlined by the IRS. Ordinary and necessary means that owning a rental property demands certain
repairs and maintenance made by landlords in order to make the property livable. Keep track of all the money you
spend throughout the year, as these costs can only be deducted during the year they occurred. Next we will break
down eligible deductible expenses.
Supplies
Painting and patching is typically the largest maintenance cost for landlords. The good news is all of these costs are tax
deductible. Materials, supplies, labor or any expense it takes to get the job done should be deducted from your current
year’s tax return.
Service Fees
If you use a cleaning service for the interior or exterior of your property between tenants, or you perform the cleaning
yourself, make sure you keep the receipts so that money isn’t coming out of your pocket. Blowing out a sewer line,
mowing the lawn, trimming shrubs, renting equipment or labor costs are all considered maintenance and thus, tax
deductible. Broken windows, leaky pipes, plumbing or appliance issues, flooding, mouse traps, etc., are also eligible
deductions. Basically any expense to keep your property up and running, without adding market value, will lower your
tax liability each year. Again, keep your receipts!
Repairs vs Capital Improvements
The IRS has made a clear distinction between what qualifies as a repair and what qualifies as a capital improvement. If
an improvement is made that extends the useful life of your property, or adds value to it, this is considered a capital
improvement and is not fully tax deductible during the year it is paid.
For instance, if you replace a broken toilet, this is considered an ordinary repair and is fully tax deductible. On the other
hand, if you update an entire bathroom that is outdated, this is considered a capital improvement because it adds
market value to your rental and is deducted over a longer period of time. If the new bathroom costs $10,000, a smaller
amount of the cost ($364) can be deducted each year for the useful life of the bathroom. The IRS determines the
length of the useful life period, but any major improvements will typically be deducted each year for 27.5 years.

4 – Property Management Expenses
If you plan on deducting the cost of managing your own property or multiple properties (as a sole proprietor), it can be
difficult to prove your active management. However, it can be done, especially if you’re using tools like tenant screening
systems or property management software. Many property owners who want to manage their property themselves,
may choose to establish an LLC or corporation, to make deducting taxes less messy. Let’s say the LLC employs you as
the property manager, your salary is considered entirely tax deductible.
Are Property Management Fees Tax Deductible?
If you’d rather invest in a rental property, but don’t want to deal with the demands of being a landlord, consider hiring
a management firm. Fees and services paid to a property management firm are 100% tax deductible.
Property Manager Deductions
Onsite property managers are often hired by real estate investors with multi-unit properties or apartment buildings. Any
salary or benefits paid are considered deductible rental property expenses.
Employees and Independent Contractors
The main difference between employees and independent contractors is how they are taxed. According to the IRS, an
employee fills out a W-2 tax form, while an independent contractor uses a 1099. An employee is classified as someone
a boss or manager directly oversees, has a set schedule and place of work, including the use of equipment (computers,
phones, office supplies, etc.) provided by the employer.
On the other hand, an independent contractor typically does not work on business premises, sets his or her own
schedule and has the ability to accept or reject projects or assignments.
Employers withhold income and payroll taxes for employees who are paid a salary or hourly wages, and must provide a
W-2 at the end of each year, for tax purposes. For independent contractors, no deductions are made on money earned
throughout the year and he or she must pay income and self-employment taxes based on fees, commissions and
compensation outlined on a 1099-MISC at the end of the year.
The good news for employers is that any money paid to both employees and independent contractors is completely tax
deductible. Contract labor and wages can be claimed as a business deduction.
(Continued on page 4)
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Home or Business Office
Using a room in your home as an office to perform business? Home office deductions can be used for all types of
homes, including homeowners and renters. There are two options available to claim a home office deduction: (1)
Simplified Option and (2) Regular Method.
The IRS explains the Simplified Option as, “…significantly reduce the burden of record keeping by allowing a qualified
taxpayer to multiply a prescribed rate by the allowable square footage of the office in lieu of determining actual
expenses.” This option became available on January 1, 2013 and makes it easier for business to calculate deductions.
The Regular Method requires business owners to determine actual expenses like, utilities, repairs, insurance, mortgage
interest and depreciation. These deductions are based on how much of your home is devoted to business use.
Whichever option you choose to go with, two basic rules must be met for your home to qualify for business deductions:
(1) Regular and exclusive use and (2) Principal place of business.
Auto & Travel Expenses
If you decide to do all the maintenance work yourself, keep track of your mileage and travel costs of going to and from
your rental property. If your rental is out of state, airfare, hotel, rental cars, meals, tolls, etc., are all deductible.
However, make sure you are only deducting business-related costs versus personal.
5 – Legal & Professional Service Fees
Real estate investment businesses and single proprietary investors often use professionals for accounting or legal work.
Any expenses incurred using these services are tax deductible. If it’s a business, the deductions will be made to the
overall business. If they are directly related to a specific property, then these expenses can be deducted from the actual
property themselves.
6 – Rental Property Losses
What are rental losses? If your operating expenses are greater than the money you make from the property, this is
considered a rental loss. If you have multiple properties, each property is combined or netted to determine if annual
income or losses have occurred.
It’s not uncommon to have a rental loss, even if your operating expenses don’t exceed your income made on the
property. This is where depreciation comes into play. You can deduct a portion of your rental property costs every year
without having to spend more money.
Passive Income Losses
The next obvious question is: are rental property losses tax deductible? It’s important to understand how rental losses
are classified for tax purposes. These losses are considered “passive losses”, which include real estate or any activity
you don’t “materially participate” in (or work at for a minimum of 751 hours annually). Because the money you make or
lose on rental properties is considered passive, it limits your ability to deduct them. Basically, you won’t be able to
deduct passive losses without offsetting passive income.
There are two exceptions to passive loss rules: (1) you or your spouse qualify as a real estate professional, or (2) your
income is small enough that you can use the $25,000 annual rental loss allowance. If you own a property and your
modified adjusted gross income is $100,000 or less and “actively participate” in rental activity, you qualify for the $25k
deduction in rental losses per year. Unfortunately, there are no tax deductions on rental losses for high-income landlords
(MAGI over $150k). Exception #1 will be covered in the next section under non passive income losses.
Non Passive Income Losses
If you or (or your spouse) are real estate professionals, you qualify for a 100% deduction on any amount of rental
losses. This deduction can be applied to other non-passive income if you spend more than half (a minimum of 751
hours) of your working time on one or multiple properties. Other exceptions are also available for working fewer hours.
7 – Start-Up Costs
New to being a landlord? You can deduct up to $5,000 of start-up expenses in the first year of operating your rental
property. Any money you spend to get your property ready to rent is considered a start-up cost.
Furnishing Units
Using personal property, like furniture, appliances and gardening equipment for instance, can be deducted using the de
minimis safe harbor deduction (up to $2,000). Or take advantage of 100% bonus depreciation on personal property, in
effect now through 2022.
8 – Landlord Insurance
Is landlord insurance tax deductible? You can and should deduct any amount paid toward insurance premiums related to
your rental property. This can include, theft, fire, flood and liability insurance. You can also deduct health and workers’
compensation insurance costs, if you have employees working for you and your properties.
9 – Advertising & Marketing
Sometimes it’s not easy to find tenants to rent out your property. This is where marketing and advertising become
necessary. Costs associated with using an online service like Zillow, to advertise your property are tax deductible, as well
as lease-up commissions for real estate agents or property managers. Commission paid to these professionals, either to
(Continued on page 7)
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Thank you to our contributors,
the JALA Legal Fund is at

$2,829.00

JALA Legal Fund Donation Request
JALA is accepting monetary donations to assist in our ongoing efforts against the city. Every
little bit will help. If you are interested in contributing to our Legal Fund, you can stop by or
mail your contributions to our office.
Please make checks payable to JALA and note in the memo field: Legal Fund.
Cash is accepted as well.
Thank you in advance for any and all help with our efforts.
It’s greatly appreciated and will benefit the membership.
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JALA ON
FACEBOOK
Any temporary
changes in
office hours, important
information,
last minute
cancellations, or
communications are
sent both via email as
well as posted on our
Facebook page.
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Behr Paint Discount at
Home Depot
JALA Members get 20% off of their
Behr Paint purchases at Home Depot.
Use the JALA Office phone number to get
your discount when you check out

Please make sure the
JALA office has your
most current and
preferred method of
contact information.
Thank you in advance!
Connect with us on
Facebook:

@JxnAreaLandlordAssoc

TOTAL HEATING AND AIR
CONDITIONING, INC.
Jackson, Michigan
High Efficiency Experts

(517) 783-3620
EMERGENCY SERVICE!
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FOR SALE

12 UNIT COMPLEX IN A COUNTRY SETTING IN NAPOLEON. NEEDS SOME UPDATING. FIVE
UNITS DONE AND RENTED. BEAUTIFUL LOCATION. TWO BUILDINGS: TWO STORY EIGHT UNIT
IN THE BACK, ONE STORY FOUR UNIT IN THE FRONT. LARGE 2 1/2 CAR GARAGE THAT WE USE
FOR MOWERS, SUPPLIES ETC.
WILLING TO SELL ON A LAND CONTRACT WITH A TEN YEAR BALLOON.
PLEASE CONTACT LINDA @ 517-206-2391 FOR MORE INFO OR TO SCHEDULE A VIEWING.

(Continued from page 4)

find a new tenant or renew leases, can often cost several hundred dollars, all of which should be recorded and deducted
from your annual taxes.
10 – Rental Property Utilities
The cost of utilities every month can add up fast. If you are paying for any utilities associated with the property, along
with trash removal, recycling services and internet or cable, these expenses can be deducted. The most common utility
expenses include: heating, electricity, air conditioning, water and sewer. Please note, if you lump utility costs into
monthly rent, the landlord must count this as income from the tenant.
11 – Capital Expenses or Improvement of Property
We touched on capital expenses or improvement of property in section #3 of this article. Capital expenses are defined
as anything that increases the value of your property or extends its life. It can sometimes be difficult to decipher
between what is considered a repair versus a capital expense or improvement.
A good rule of thumb is if anything you buy for your rental that costs over $100, is likely a capital expense, which adds
value to your property and is therefore not fully tax deductible. They can however, be claimed and count towards
depreciation over several years, as described above. Examples of capital expenses include, replacing a roof, any major
appliances, new flooring or carpet, etc.
12 – Commissions or Incentives
Oftentimes, landlords will offer a cash or rent-reducing incentive to current tenants if they find a quality replacement
tenant to fill the rental upon moving out. This could be a $50 incentive or commission paid to tenants, managers or
salespeople for referrals. These incentives can be added to rental expenses and claimed on your taxes.
13 – Oops! I Can’t Sell My House and Now I’m a Landlord
Homeowners struggling to sell their property can often become accidental landlords. If you find yourself in this position,
don’t panic! You can sell your property within two years without claiming capital gain and are entitled to the same tax
deductions as a landlord.
14 – Client Entertainment Costs
In 2017, The Tax Cuts and Jobs Act made major changes regarding meals and entertainment deductions. Starting in
2018, the IRS eliminated entertainment expense deductions. Businesses can no longer claim expenses for taking clients
(Continued on page 11)
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JACKSON
APPLIANCE
517-782-1872
Appliance
Parts
10% OFF!!!

JALA
DISCOUNT
Ranges/Washers/
Dryers/Refrigerators
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STEAK’S EATERY
Vandercook Lake
“The Great Steak Place”

KNIBLOE
HARDWARE

1612 E. Michigan
Jackson, MI 49202
Phone: 782-6823
Store Hours:
Mon & Fri: 8 AM - 7 PM
Tues, Wed, Thu, Sat: 8 - 5:30 PM
Sunday: 10 AM - 2 PM
* 5 gal. pail paint * white and premixed
colors * plumbing , heating and
electrical supplies * pipe threading *
glass, plexiglass, and screen sold,
installed * screen and window repair *
carpet shampoo rental *
* key cutting,
* rekeying and master keying *
Commercial discount terms available

Selling your
rentals?
Advertise HERE!

Contact the JALA
Office for
pricing.

EXCELLENT FOOD

General Meeting:

No Meeting
Dinner orders taken between
5:00pm to 6:15pm
The speaker will begin at
approximately 6:30pm.
US 127 North-Jackson
Oak Lane
Interchange

517.782.4384

M-50 (McDevitt)
EXIT MSteak’s Eatery
4243 Oak Lane

US 127
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to sporting events, concerts, resorts,
etc.
Deductions for meal expenses can still
be deducted, but with strict qualifying
guidelines. If meals at entertainment
events can be separated out from
entertainment costs, they are
deductible. Meals for all-employee
events, business meals and while
traveling can be deducted at 50%.
Finally, meals or food provided for
employees at your business location are
now only 50% deductible, instead of
100%.
Make sure you’re familiar with the three
-step process it takes to prove money
was spent on actual business meals.
This process includes, verification,
documentation and understanding
which expenses fall under the “50%
rule”.
15 – Casualty Losses
In the event that your property is
damaged due to a catastrophe, like a
fire or flood, some or all of your losses
may be deductible. Just how much is
deductible will depend entirely upon
your insurance coverage and how badly
your property was damaged.

Veteran Home Construction
Roofing Contractor/Residential Builder
Licensed and Insured

Rodney Frey

Phone: (517) 588-1585

16 – Make Your Property Handicap or Elderly Accessible
By making your property accessible to those with disabilities or the elderly (i.e. elevators or wheelchair ramps), you can
credit or deduct 100% of those costs.

17 – Go Solar with Commercial Properties
If you own a commercial building and are thinking of ways to save on high utility costs, consider making your property
energy efficient. It is completely tax deductible and helps the environment. A win-win!
18 – Make Sure You Don’t Disqualify for Tax Deductions!
Do Not Rent to Family or Friends
If you’re thinking of renting to friends or family, think twice as this will automatically disqualify you from almost all tax
deductions.
Keep Good Records of Expenses
One of the biggest challenges real estate investors face is keeping good, consistent records of expenses throughout the
year. Failure to keep good records will make it much more difficult to claim deductions come tax season.
Report Accurately on Tax Forms
Make sure you are using the correct tax forms to report and file your rental property and income taxes. If you own one
or multiple rental properties it may be wise to hire an experienced CPA or tax professional to maximize your deductible
expenses and profit.
Bonus: Other Types of Tax Deductions
Don’t forget to look into other types of deductions you may qualify for. Like, Pass-Through Tax Deductions, an income
tax deduction that benefits landlords, and other deductions real estate investors can take advantage of with the New
Tax Act of 2018. Check it out!
It’s never too late to start keeping good records of all your investment property costs. You have already taken the
initiative to learn more about all the available tax benefits of buying and owning a rental property. Now it’s time to put
that knowledge to use and hold yourself accountable to good record keeping habits, while making purchases and
management decisions for your rental property that will take advantage of tax deductions and maximize your profit.
https://www.realwealthnetwork.com/learn/landlord-tax-deductions-to-maximize-your-profit/
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Jackson Area Landlords Association —
Since 1974
1212 First St
Jackson, Michigan 49203
PH: (517) 782-4384
FX: (517) 539-6020
JalaOrganization@gmail.com
www.jala-mi.org
Office Hours
Monday through Friday
9:00 a.m. to 1:00 p.m.
Office Manager
Crystal Miller

NOTE: All advertisements in this Newsletter are paid for by advertisers. JALA does not guarantee the products or services advertised.

MEETING LOCATION
Date:
Speaker:

No Meeting

Time:
Location:

“This publication is designed to provide accurate and authoritative information in regard to the
subject matter covered. It is distributed with the understanding that the publisher is not engaged in
rendering legal, accounting or other professional service. If legal advice is required, the services of a
competent professional person should be sought.” From a Declaration of principles jointly adopted
by a Committee of the American Bar Association and a Committee of Publishers and Associations.

FOR YOUR
INFORMATION:
Editorials and/or
articles in this newsletter are
the opinion of the author and
do not necessarily reflect the
policies or positions of JALA.

