
Welcome to FOCA’s new “Ask the Expert” series – “Passing 
the Torch.” Each month, estate lawyer Peter Lillico will 
answer a member question about cottage succession. 
 
January 2025 - QUESTION from Bob C.:  
 
"We purchased the cottage in 2009 and it became our principle 
residence in 2015. If we sell it in 2025, how do get the value in 
2015 to calculate the capital gains between 2009 and 2015?" 
 
Peter says… Here is the answer to Bob’s question: 

 
A 2015 valuation is not needed given the way the Canada Revenue Agency (CRA) will 
calculate the capital gain when the cottage is partly taxable (i.e., prior to 2015) and partly 
exempt (i.e., after 2015).  
 
The only relevant valuations are the purchase price in 2009 and the fair market value in 
the year the cottage is “disposed” of – by death of the owner; by gift to children; or by 
sale to a third party.  
 
CRA will apply a formula that results in a fraction of the total gain from date of purchase 
to date of disposition as follows: 

 
• the denominator of the fraction is the total number of years of ownership of the 

cottage property, both before and after it became a principal residence  
• the numerator is the number of years the property was not a principal residence 

(ie before the sale of the house)  
• the fraction resulting is the amount of the total capital gain (subject to capital 

improvements) that is taxable. 
 

For example: if a cottage was purchased in 2000 for $400,000, then in 2020 the city 
house was sold claiming the PRE to exempt it from tax. The cottage qualifies for the 
PRE in 2021. If then the owner died in 2050 when the cottage is worth $1,000,000, the 
fraction (excluding capital improvements) would be:  
 

20                    (years before it became a Principal Residence)  
over 50            (total years of ownership)  
so 20/50          of the total gain (excluding capital improvements) would be taxable and  

3/5 would be exempt.   
 
Using this example then of the $600,000 gain, $240,000 would be subject to tax.  
 
It’s important to note that it's the total gain from 2000 to 2050 to which that fraction is 
applicable, and also that capital improvements made either in the first 20 years or the 
last 30 years all count as capital improvements to increase the adjusted cost base. 
 

~ 
 

To learn more about capital gains tax, register to attend an upcoming FOCA event with 
Peter Lillico, or purchase access to a recording of one of his past talks: 

https://foca.on.ca/cottage-succession/#buy 

https://foca.on.ca/cottage-succession/#buy

