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

August 2025 — QUESTION from Marie A:

My sister and | share ownership of a cottage. We both have
3 children and would like to ensure ownership stays with

e b st the six of them.
Peter Lillico

Cottage Succession Planning

What is the best method for handling this without having to
pay a fortune. We are both in our eighties and of course
want to do the best for them. Thank you for any assistance
you can provide.

“PASSING THE TORCH"

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

Great question but hard to answer fully with the information provided. Have either of
you sold your home and now live in an apartment or rented premises? If so, I'd advise
to retain your interest in the cottage for so long as you live to maximize the capital gains
tax reduction of the principal residence exemption.

But if you still have a house then it may be tax effective to consider transferring your
cottage interest to your children during your lifetime to avoid paying higher tax on any
increases in value until your passing.

This approach may mean less overall tax is paid, but it will usually trigger some capital
gains tax to be paid and so this needs to be estimated by an accountant before you go
down that path. You can also further reduce the capital gains tax by spreading the
transition of ownership over two or more years.

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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