Welcome to FOCA'’s “Ask the Expert” series — “Passing
the Torch.” Each month, estate lawyer Peter Lillico will
answer a member question about cottage succession.

June 2025 — QUESTION from Barbara B:

Cottage Succession Planning

with estate lawyer I'd like to leave my cottage to my three adult children. | own no
Peter Lillico other dwelling now and live in a retirement home. Can |
designate my Cottage as my principal residence since | spend
more than a month there every summer? | paid $99,000 for the
cottage in 1988. It is now worth more than $500,000. Your
comments will be appreciated.

“PASSING THE TORCH"

Peter says... Here is the answer to Barbara’s question:

Good news! Even though you don’t spend most of your time there now, the cottage still
qualifies for the principal residence exemption. Bad news! Even though it now qualifies for the
exemption this does not erase the capital gain liability for the period 1988 to the year of sale of
your previous home. The result is that while there will still be some capital gains tax to be paid
by the children following your passing, the longer you live a larger percentage of the cottage will
be exempt and a smaller percentage will be taxable. Shoot for 100 at least!

To learn more about cottage succession, register to attend an upcoming FOCA event
with Peter Lillico, or purchase access to a recording of one of his past talks or the NEW
US & Canadian Cottage Succession Tax Planning VIDEO: https://foca.on.ca/cottage-
succession
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