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

July 2025 — QUESTION from CIiff S:
Cottage Succession Planning

with estate lawyer | am wondering what makes up the value of the ACB

Peter Lillico (Adjusted Cost Base), which is used to determine the
capital gain of an asset like a family cottage. As an owner
of a cottage which is a secondary residence, | incur
yearly costs to maintain the integrity of the property.

~ “PASSING THE TORCH"

I do not have receipts for many of these "out of pocket" marginal yearly expenses, but
these expenses will add up over time. This upkeep cost will enhance the eventual sale
value of the property.

Is there an arbitrary yearly expense amount that can be incorporated into the ACB
without the availability of payment receipts.

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

This is a frequent concern CIiff, that many cottagers question. Some of the yearly
expenses (municipal taxes, insurance, repairs) will not qualify as capital improvements
while building an addition or upgrading the water system or replacing the small older
dock with a large new one do qualify. The simplest way to prove a capital improvement
is to have a receipt but if you don’t have one there are other ways to prove the
expenditure if Canada Revenue Agency challenges it. If there’s a legitimate expense
you should claim it as a capital improvement even if you don’t have a receipt in your
pocket to show.

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.cal/cottage-
succession
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