
U N L O C K I N G  T H E  P O W E R  O F  
R E T U R N  O F  C A P I T A L

WHAT ALLOWS 
INITIAL CAPITAL  
TO BE DISTRIBUTED  
TO INVESTORS? 

Since certain investment 
types earn income from 
physical assets, like Skyline 
Real Estate Investment Trusts 
(REITs), they’re allowed to 
claim depreciation—a non-
cash accounting expense that 
lowers their taxable income 
without reducing the actual 
cash they bring in.  

This means that REITs, as 
trust structures required by 
law to distribute all taxable 
income, can generate more 
cash than is subject to income 
tax. The extra ‘profit’ that isn’t 
taxed right away is treated 
as RoC, which is a way of 
distributing back part of your 
original investment bit by bit 
over time. 

In certain cases, RoC may 
result from the disposition 
of assets, with proceeds 
returned directly to investors.

THE RETURN OF CAPITAL ADVANTAGE 

Return of capital (RoC) refers to the funds distributed to an investor from a portion of their initial investment rather 
than from profits or income. As a result, it is not subject to taxation as distribution income or capital gains until the 
investment is sold and gains are realized.  

Think of your initial investment as a principal deposit secured in a vault. When a portion of your distribution includes 
RoC, it’s like unlocking that vault and drawing from your original deposit without diminishing the overall market value  
of your investment. Since it represents your own capital being returned, there are no immediate tax implications.

RoC can also contribute to cash flow stability, providing investors with consistent distributions even during periods  
of lower earnings. 

THE TAX-DEFERRAL POWER OF ROC   

Since RoC represents a portion of your initial investment rather than profit, 
it is not subject to taxation upon receipt. Instead, it serves to decrease your 
Adjusted Cost Base (ACB), postponing tax obligations until you ultimately sell 
the investment. At that point, you will incur capital gains tax calculated on the 
reduced ACB. 

This strategy enables you to defer taxes and retain a greater amount of 
capital for compounding over time. 

* Once your Adjusted Cost Base (ACB) reaches $0, any further RoC you receive is taxable as a capital gain in the year it’s received.

A LOOK AT TAX IMPACT BY INVESTMENT INCOME TYPE 

INVESTMENT  
INCOME TYPE DESCRIPTION TAXED  

NOW? TAX TREATMENT

Capital Gains
Your share of  
profits from a  

corporation or REIT ✓ 50% of the capital gain is taxable  
in the year it is realized 

Distributions 
Your share of  
profits from a  

corporation or REIT ✓ Taxed annually if held outside  
a registered account 

Dividends 
Your share of  
profits from a  

corporation or REIT ✓ Taxed annually with dividend credits 
that reduce your tax owing 

Interest Profit from lending 
your capital ✓

Taxed fully as regular income  
in the year received, just like  

employment income 

RoC 
The return of your 

original capital—not 
income or profit ✘ Tax deferred until disposed;  

reduces ACB 



The Skyline 
Difference
With a strong track record 
of delivering consistent 
cash distributions and rising 
unit values, Skyline’s REITs 
offer more than just reliable 
performance—we provide a 
simple and effective way for 
everyday investors to grow 
wealth over time. If you’re 
looking for a smarter way to 
invest, Skyline’s REITs can be 
a powerful tool for turning 
passive income into lasting, 
long-term growth.   

Smarter tax outcomes. 
That’s RoC in action.   

Skyline Wealth Management Inc. (“Skyline Wealth Management”) is an Exempt Market Dealer registered in all 
provinces of Canada. The information provided herein is for general information purposes only and does not 
constitute an offer of securities. Sales of interests in any investments offered by Skyline Wealth Management are 
only made to certain eligible investors pursuant to regulatory requirements and available exemptions 
Commissions, trailing commissions, management fees and expenses all may be associated with investments 
in exempt market products. Please read the confidential offering documents before investing. There is no 
active market through which the securities may be sold, and redemption requests may be subject to monthly 
redemption limits. Exempt market products are not guaranteed, their values change frequently, and past 
performance may not be repeated. Nothing in this email should be construed as investment, legal, tax, 
regulatory or accounting advice. Prospective investors must make an independent assessment of such matters 
in consultation with their own professional advisors. Some of the investment products offered by Skyline Wealth 
Management are from related issuers. A full list of issuers related to Skyline Wealth Management and details of 
the relationship between them is available upon request. 

Scan/click 
to speak to 
an expert 
today.

Enjoy steady cash flow while 
deferring tax liability.  

Contact us

Defer Tax, Not Growth.
Discover the power of return 
of capital. A smarter way to 
manage cash flow without 
triggering immediate tax liability. 

CANADIAN PRIVATE REIT
Return of Capital Tax Treatment Example

Investment Scenario

$100,000
Initial Investment

$6,000
Annual Distribution

Year 1 Distribution Breakdown

$3,000
Other Income

$2,000
Return of Capital

$1,000
Capital Gains

COMPONENT TAX TREATMENT IMPACT

$3,000 — Other Income Taxed at full marginal rate Immediate tax payable

$2,000 — Return of Capital Not taxed now ACB reduced to $98,000

$1,000 — Capital Gains 50% taxable inclusion Taxed on $500

Tax Impact (Non-Registered Account)

Adjusted Cost Base After Year 1

$100,000 $98,000

Original ACB reduced by $2,000 Return of Capital

Disclaimer: The composition of REIT distributions may vary annually and is influenced by several factors, including source income and 
its use of non-cash deductions like depreciation and capital cost allowance (CCA). Investors should refer to their annual tax slips for 

the specific breakdown applicable to their holdings. Any RoC distributed is funded from operating cash flows, or in certain cases, asset 
dispositions, and not from the sale or issuance of additional units.

OBTAIN DISTRIBUTION 
INCOME WITH THESE 
SKYLINE FUNDS
Click / tap the fund name for more informationClick / tap the fund name for more information

Skyline Apartment REIT 

Skyline Retail REIT 

Skyline Industrial REIT 

https://www.skylinewealthmanagement.ca/contact-us/?utm_source=PDF&utm_medium=pdf_link&utm_campaign=Return_of_Capital&utm_content=contact_us
https://www.skylinewealthmanagement.ca/alternative-investments/skyline-apartment-reit/?utm_source=PDF&utm_medium=newsletter&utm_campaign=Sales_Tool&utm_content=ROC_Advantage
https://www.skylinewealthmanagement.ca/alternative-investments/skyline-retail-reit/?utm_source=PDF&utm_medium=newsletter&utm_campaign=Sales_Tool&utm_content=ROC_Advantage
https://www.skylinewealthmanagement.ca/alternative-investments/skyline-industrial-reit/?utm_source=PDF&utm_medium=newsletter&utm_campaign=Sales_Tool&utm_content=ROC_Advantage

