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With Skyrocketing Property Prices:
Make Cottage Succession Planning a Priority

With winter quickly approaching, thoughts of the cottage
and cabin season are likely far from top of mind. However,
with cottage property values significantly increasing over
the years, this may be a good time to start thinking about
how you plan to pass along the family property.

Many lawyers suggest that the family cottage is one of the most
divisive of issues in many estate plans. This is often a result of the
emotional and sentimental value built up over many years, with family
growing together and sharing their experiences at the property. As
such, the potential for family fights, if not handled well, even among
previously amicable siblings, is very high.

Will you leave your cottage property to your children in common? Or
to just one of them? Or perhaps to no one? There may be complexities
associated with any choice.

Leaving a property jointly to all grown children is a common solution.
However, it often proves impractical. Not all siblings may agree

on shared usage for their own families, nor on the considerable
maintenance that a cottage requires.

Perhaps some children live reasonably close to the cottage whereas
others live in different parts of the country, or even overseas. What
then? Moreover, all children may not have the same idea for the
upkeep of the cottage. One child may wish to maintain the vintage feel
that they grew up with, whereas another child may wish to modernize
it. As can be imagined, the cottage can often become a source of
ongoing family friction.

Leaving the cottage to one child may be a solution, but this, too, may
become a divisive matter. Moreover, if total assets are to be divided
equally, care must be taken to ensure the tax consequences are
provided for. With property values at all-time highs, will the potential and
significant tax liability be able to be covered?
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Unless your cottage is designated as your principal residence, it

will be deemed to have been sold just before your death and your
estate will be responsible for any capital gains taxes, just as with

any other investment asset.” With a significant tax liability, potential
heirs may need to sell the property to satisfy the tax demands. Other
arrangements could be made beforehand, of course, such as providing
for a life insurance policy with the value matching the anticipated

tax bill. This is one major reason why giving forethought to cottage
succession planning is important.

Seek Legal Advice

The last thing most families wish to have is a bitter dispute amongst
heirs regarding an inheritance. As such, planning for the succession
of the family cottage is very important. A good place to start is by
having a conversation with your children to understand their wishes,
to act as the basis for the path forward. At the very least, everyone
will be aware of your intent. Finally, consulting legal and tax advisors
who are familiar with cottage succession planning can help you to
understand the options available. Once you formalize your plan, you
may rest a little easier in the knowledge that you've done all you can
to avoid future disputes about an asset that has given much joy over
many years.

“Except when certain assets may be transferred under spousal rollover rules.
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