
HOW RENTING TO OWN A HOUSE WORKS IN CANADA 

 

What is Rent-to-Own? 

Rent-to-own is a contract you will agree with your Landlord or a rent-to-own company. 

You will be renting the house from your Landlord or a rent-to-own company, with a 

percentage of your rent going toward a down payment on the house. This is referred to 

as a "rent credit." You will have the option to buy the property before or after your lease 

expires. You are not, however, compelled to make a purchase. This can span between 

one and five years. If you decide not to buy the house, you will forfeit the rent credit you 

have accrued. 

 

How does Rent-to-Own work? 

A rent-to-own agreement obligates your Landlord to sell the property to you. The option 

period is when you have the opportunity to buy the house. During the option time of 

your agreement, your Landlord is not permitted to sell the house to anybody else. 

 

i. Lease-Option Agreement: A lease-option agreement, also known as a choice to 

purchase agreement, gives you the chance to purchase the house in the future. 

However, you are under no obligation to buy the house. This means you can 

choose to leave after your lease without incurring any further fees.   

 

ii. Lease-Purchase Agreement: A lease-purchase agreement states that you will buy 

the home at the end of your lease term. 

Failure to acquire the home, for example, if you are unable to qualify for a mortgage or 

have changed your mind, can result in fines. 

Whether you sign a lease-option or lease-purchase arrangement, a percentage of your 

monthly rent payments will be accumulated and applied to the principal of the house. 

These are referred to as rent credits. If you do not buy the home, you will forfeit the rent 

credits you have paid. Your agreement will also include details such as the house's 

purchase price. 

 



Down Payments for Rent-to-Own 

While a rent-to-own home program can help house buyers who don't already have a 

sizable down payment, it doesn't mean that buyers won't need to make any down 

payment. Rent-to-own homes with no down payment are hard to come by, but they are 

available via some companies. GVC Property Solutions in Vancouver, for example, offers 

rent-to-own houses with no down payment. Instead of making an initial down payment, 

you can pay the down payment in installments throughout the course of your rent-to-

own term. Before you can begin renting the home, most rent-to-own organizations in 

Canada need a down deposit. This is typically less than the required down payment for 

an insured mortgage, but it can still amount to thousands of dollars. The initial deposit 

is also known as the original option fee or the initial option consideration. The renter 

uses it to purchase the option to purchase the home later. 

 

The goal for the rent-to-own period is to save enough for a combined 7% down payment, 

which will be enough to qualify for a CMHC-insured mortgage with a 5% down payment, 

less than 2% for closing fees. For example, MB Rent-2-Own, a Winnipeg rent-to-own 

company, needs only a 2.5 percent initial down payment. Instead of requiring a 5 

percent down payment, this Winnipeg rent-to-own organization asks for a 2.5 percent 

down payment, allowing you to save for the down payment over a more extended 

period. 

 

However, not all rent-to-own companies accept a small down payment. In these 

circumstances, these programs are better suited for home purchasers with sufficient 

funds but insufficient credit to qualify for a mortgage. They may have a bad credit score 

or a poor employment history that they wish to repair, but they also want to buy a home 

right now. These rent-to-own organizations require a larger initial down payment. For 

instance, Fraser Valley Rent 2 Own, a British Columbia rent-to-own organization, 

typically asks a 5% initial down payment. If the home buyer already has a decent credit 

score, it can be as little as 3.5 percent. Canadian Property Solutions requires a 10% down 

payment at the outset. 

 

 



How to Find Rent-To-Own Properties  

 

While you may be able to arrange a rent-to-own deal for currently rented houses, you 

can also rent-to-own residences for sale. A homeowner planning to sell their property 

may be interested in a rent-to-own contract since it allows them to receive rental income 

or lock in a better home selling price. 

Some rent-to-own organizations let you choose any home on the market to rent to own. 

These rent-to-own organizations will restrict you to a specific home price and down 

payment amount that you are eligible for. You can then choose a home on the market 

within those parameters that the company will acquire and rent to own to you. 

If you use a local rent-to-own company, you may be able to purchase homes anywhere 

that the company allows you to. They may also offer a portfolio of listings, indicating 

that these are investor properties with a lesser down payment required or lower fees. 

 

How to Purchase a Rent-to-Own Home 

 

To acquire a property, you will need to secure and afford a mortgage. While a rent-to-

own agreement allows you the option of purchasing the house, it does not guarantee 

that you will do so. The rent credits you will receive will most likely not cover the cost of 

the dwelling. If you do not secure a mortgage within the option term, you will forfeit 

your option money and rent credits. 

 

Lease-option contracts or rent-to-purchase agreements give you the right, but not the 

obligation, to purchase the property. You may be legally forced to acquire the home, 

depending on your contract. Lease-purchase arrangements, often known as lease-

purchase agreements, necessitate the purchase of the residence. If you are unable to 

acquire the home, for example, because you were denied a mortgage, you may face legal 

complications. 

 

 

 

 



Income Requirement for Rent-to-Own Homes 

 

Your mortgage affordability determines the minimum income required for rent-to-own 

companies. The more you earn, the more money you can borrow with a mortgage. 

Clover Properties, an Ontario-based rent-to-own company, has a standard minimum 

income requirement of $50,000. Pumpkin Homes, a rent-to-own company in Barrie, 

Ontario, requires a $75,000 household income and at least two years of employment. 

You will generally need to be employed to qualify for a rent-to-own program, or your 

spouse or partner will need to be used. You can generally be approved if you have steady 

employment history and can prove that you can comfortably afford your monthly rent-

to-own payments. 

 

Most local rent-to-own companies only serve a single city or region. A search for "rent-

to-own homes near me," for example, will yield results from local rent-to-own home 

companies. However, you are not limited to rent-to-own homes in your immediate 

region. Across Canada, national rent-to-own companies are in operation. 

 

Rent-to-Own Information 

i. Option Fee 

Consider the following critical features of an option-to-purchase agreement. The first is 

the Option Fee, a one-time, non-refundable fee paid in exchange for the future right to 

acquire the house. This charge is non-refundable, which means you won't be able to get 

it back even if you don't buy the house. This charge may also be forfeited if you fall 

behind on your rent payments or break your lease term. 

 

You can usually negotiate the option fee, ranging between 1% to 5% of the home's 

purchase price. If you exercise the option to purchase the house, the amount of the 

option fee can be applied against the home price. In other words, you can consider the 

option fee as a non-refundable deposit made towards the home. 

 

A lesser option fee or initial down payment will undoubtedly lead to higher monthly 

payments. Paying a higher initial down payment now will allow you to have cheaper 



monthly payments in the future because less will need to go towards your down 

payment savings. You must still make a down payment by the conclusion of your renting 

term. 

 

ii. Length of Contract 

Your rent-to-purchase contract will have a reasonable period; else, your choice would be 

active permanently. This is referred to as the option phase. Instead of a time during 

which you can buy, your agreement may stipulate a fixed date on which you must buy. 

This can usually range from one to five years. During this time, the renter has the 

chance to purchase the residence. The renter's option expires at the end of the option 

period, and they forfeit their option money. 

 

The typical contract term for rent-to-own companies is three years. This allows the 

renter just enough time to save for a down payment without taking too long and tying up 

the home. However, the contract period can be extended or decreased based on your 

financial situation. A four-year or even five-year contract is feasible if you require more 

time. If you do not need a long-term, a one-year or two-year term may be more 

appropriate. 

 

In any case, you can always buy the house during the period of your contract. However, 

this will usually be at the stipulated purchase price outlined in your rent-to-own 

agreement, which includes a defined level of appreciation. You will pay this appreciation 

in advance if you buy early. 

 

iii. Purchase Price of a Rent-to-Own Home 

A purchase price for the house could be negotiated in advance, such as the property's 

current worth, or it could be the house's value when the option is exercised. 

 

For more extended option periods, such as five years, the purchase price will usually be 

determined based on the option's value rather than when the contract is signed, as home 

values can significantly change. If you choose to lock in the home's purchase price while 



signing your rental contract, the agreed-upon home value may be much greater than 

current market prices. 

 

The purchase price of a rent-to-own house is reduced by "rent credits." 

 

While the house's purchase price is predetermined in your rent-to-own arrangement, 

the home's market value is not. This is a danger for a rent-to-own buyer, as they will 

require the home's market worth to appreciate the house's purchase price to avoid 

overpaying for the home. 

 

The future purchase price of a rent-to-own house is often decided by a predetermined 

predicted appreciation rate in your local market. A certain rent-to-own company in 

Vancouver, for example, estimates an annual appreciation of 3.5 percent to 4.5 percent. 

If a home is now worth $500,000, the rent-to-own purchase price after three years 

would be: 

Today: $500,000 

Year 1: $522,500 

Year 2: $546,012 

Year 3: $570,583  

If the home value increases more than your set purchase price, then the difference is 

yours to keep. Based on a 4.5 percent annual price increase, you will be paying more 

than $70,000 more than the home's present value. Because the locked-in purchase price 

will be greater than current home prices, buying a house through a rent-to-own home 

program will be the same in practice as purchasing a property regularly on the market 

for the same term in the future. On the other hand, some rent-to-own organizations may 

factor in considerable price increases, causing you to spend more. When choosing a 

rent-to-own company, an important thing to consider is the markup, or price 

appreciation, that they will apply to a purchase price. 

 

 

 

 



iv. Rent Credits 

Rent credits are a percentage of your monthly rent payments placed aside. This 

proportion is subject to change. For example, if the agreed-upon credit percentage were 

25%, 25% of your monthly rent payments would be converted to rent credits. 

 

Your Landlord or rent-to-own company will deposit these rent credits into a separate 

escrow account. The rent credits will either be reimbursed when you purchase the house 

or applied as a discount to the purchase price. In either situation, your rent credits will 

be added to the agreed-upon price of the home, making it less expensive than it 

otherwise would be. 

 

However, not purchasing the home will mean losing your rent credits. The number of 

your rent credits will be determined by how much extra money you need to save to meet 

a mortgage lender's minimum down payment criteria during your rental term. Assume 

the purchase price of your property is $500,000, and your rent-to-own firm demands a 

2% initial down payment for three years. This means you'll need to save an additional 

3% of your home's value over the next three years. To acquire an insured mortgage, 

you'll need to put down at least 5%. 

 

The sum of 3% of $500,000 is $15,000. Divided over three years, this equates to about 

$416 every month. This cost is in addition to your monthly rent. Rent-to-own 

organizations often charge rent based on current market rental rates, with the bare 

minimum being enough to meet their monthly mortgage payments. For example, if the 

typical monthly rent in Calgary is $1,000, but the mortgage for the property is $1,500, 

the rent-to-own company would charge at least $1,500 per month. The inverse is also 

true. If the typical monthly rent in Winnipeg is $2,000, but a mortgage is $1,500, the 

rent-to-own company would charge $2,000 per month. 

Based on a $416 monthly rent credit, the total amount a rent-to-own participant would 

pay would be $2,416 per month when combined with the rent credits portion. How will 

this be compensated? Every month, two cheques are typically written as payments. This 

is due to the fact that your rent payments must be kept separate from your rent credit. 

From the lender's perspective, this comes down to your down payment. If the rent-to-



own company collects the entire money and deducts your rent credits from the purchase 

price of your property, it signifies that a discount was applied to the price rather than a 

down payment from you. 

If the rent credits are different from your monthly rent, they can be preserved and 

"refunded" to you when the time comes to purchase the home. Essentially, rent credits 

are a means of forcing you to save up for a sufficient down payment from your own 

resources. 

You'll use your rent credits as a down payment on the home yourself. 

 

Who pays for maintenance of a Rent-to-Own home? 

When renting, your Landlord is usually responsible for property maintenance and 

repairs. However, depending on your contract, your responsibilities may differ. While 

you may be responsible for lawn mowing and snow removal while renting, you may not 

be held liable for things like a damaged roof. You could even be held liable for all repair 

costs. 

Before you purchase the home, you must obtain authorization from the rent-to-own 

company to make changes or alterations. Some rent-to-own companies liken this to 

treating the home as your actual home. Because the tenant will eventually purchase the 

house, they may as well pay for its upkeep and maintenance. However, you may be 

prohibited from performing some actions, such as upgrading your property or painting 

the walls of a room. 

What else is a rent-to-owner responsible for besides maintenance and repairs? You will 

be liable for the ongoing costs of owning, borne by renters. Utilities such as power, 

water, gas, phone, internet, cable, and renter's insurance are included. 

So, what is the company responsible for? The rent-to-own company is responsible for 

the costs of owning the property, such as the mortgage, property taxes, and home 

insurance. 

 

 

 

 

 



Pros of Rent to Own 

 

Rent to Own has significant benefits, especially in a red-hot housing market like the one 

Metro Vancouver is experiencing. These include a number of things: 

 

i. Save for a down-payment 

The biggest benefit of Rent to Own is that it allows you to work towards a down 

payment. This solution can work well if you are currently renting and struggling to put 

money aside each month. 

 

ii. Improve your credit rating 

It would help if you also considered enhancing your credit rating for the Rent To Own 

contract, as this will help you get a sharper rate.  

 

iii. Increase employment income 

With a Rent to Own, you will have more time to explore a job change. If you can raise 

your overall income, you will be able to put more money toward your mortgage payment 

each month. This will bring you closer to home ownership while also alleviating the 

financial burden of taking out a mortgage. 

 

The Cons of Rent to Own 

 

As with anything, Rent to Own is not without its downsides. Although they are few, you 

will need to consider the following before entering into an RTO contract. 

 

i. Room for Error 

Banks will typically look favorably on a Rent to Own; however, if you do not work closely 

with your lawyer/solicitor/mortgage broker throughout, there is a higher risk for errors 

in the contract structure. 

 

 

 



ii. Non-refundable down payment 

Your RTO amounts will be non-refundable. You can add lump payments to the down 

payment at any time simply by giving the Landlord a bigger rent check. However, this 

amount will not be refunded if you exit the contract early. 

 

 


