
 
 
 
 
 

   
 

         Don’t let the government take your cottage 

  

 

 

 

 

 

 

  

Over the years you’ve acquired assets 
that have grown in value, and through 
strategic financial planning, the value of 
your estate has risen dramatically. 
Perhaps you purchased a summer 
cottage at a time when real estate was 
relatively inexpensive. As the demand 
for real estate has increased, the value 
of your cottage has risen immensely.  
 

 

But did you know what the tax exposure 
on that cottage looks like? 
 
The unfortunate consequence of all your 
hard work is the government may end up 
being a beneficiary of your estate through 
taxation upon your death. Although your 
intentions may be to transfer your 
cottage, investment portfolio, business or 
even a rental property directly to family 
members, without proper planning, tax 
issues could become a major obstacle in 
the settlement of your estate. 
 
Upon either your death or the sale of an 
asset, a capital gain or loss is recognized 

 

 

 

by the Canada Revenue Agency (CRA). 
For income tax purposes, a portion of 
the capital gains must be reported as 
income, creating a tax liability. If you 
have a spouse the capital gain gets 
deferred until their death or they sell 
the asset. 
 
At this time the tax will have to be paid 
and it’s generally at the highest tax rate. 
Unless you have adequate liquidity, 
assets you’ve worked hard for such as a 
business or cottage may have to be sold 
just to pay the tax bill.  
 

Life Insurance as a Solution 
 
An important part of estate planning, 
life insurance is ideal in helping you deal 
with pending tax liabilities at the time of 
death. Life insurance can be quite cost 
effective and offers an alternative to 
selling off your estate by paying off the 
tax liability. 
 

 



 
 
 
 
 

   
 

 

 

 

 

Benefits of Purchasing Life Insurance 
 

• Proceeds are paid tax free 
directly to your nominated 
beneficiary 

• Coverage can be for life under 
the right plan 

• Wide variety of tax-sheltered 
investment options 

• Provides creditor protection  
• Insurance premiums can be 

guaranteed never to increase 
• Flexible premium options 

 

Considering the effects of taxation on 
your estate, wouldn’t you want your 
family to have the option of holding on 
to certain assets in the event of an 
untimely death? If the intention was to 
sell, at least give them the flexibility by 
providing the necessary funds to pay 
the capital gains tax and sell these 
investments at the fair market value, 
rather than at a discounted rate.  
 

Example: 
 
Principal Residence 
Current value= $600,000 
Cottage 
Current Value =$500,000 
Purchase Price =$100,000 
Capital Gain on Cottage 
$400,000 
Taxable amount  
50% of Capital Gain= $200,000 
Total Tax Liability $92,000 
($200,000 at a 46% tax rate) 

 

 


