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Framework
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Reality Check

A family cottage rarely fails because people do not care. It fails because the system is missing.
The cottage becomes a pressure cooker for:

e money

e time

* maintenance

« fairness

o grief

» sibling dynamics
* in-law dynamics

o expectations that were never spoken out loud

Most families do not “lose” the cottage. They get forced into a sale because:

« the tax bill shows up at the wrong time

the costs drift upward and nobody agreed on funding

decision-making becomes exhausting

e one person carries the load and quietly resents it

the next generation wants different things

A cottage is hot just a property. It is a family system.

If you do not design the system on purpose, you inherit one by default.
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Who This Guide Is For / Who It's
Not For

This guide is for you if:

You own, co-own, or expect to inherit a cottage,

cabin, lake lot, or recreational property in Canada.

More than one person, couple, or family branch
uses it now, or will soon.

You want clarity on the real decisions:
ownership, access, costs, taxes, succession, and
conflict prevention.

You want to make the family the hero, not
the paperwork.
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This guide is not for you if:

e You want a one-page “best structure” answet.

e You want legal documents drafted or tax advice
tailored to your exact numbers.

» The cottage is already in active conflict and
people are not speaking. That often needs
mediation and legal support before planning.



Decision at Hand

The decision is not: “Do we keep the cottage?” The decision is:

What does keeping it actually mean, and what are we willing to trade to do it well?

Most families are optimizing for a mix of:

1) Access (more people get time there)

2) Fairness (money, labour, and time feel balanced)

3) Simplicity (low admin, low friction)

4) Tax control (avoid surprise tax and forced sale)

5) Protection (divorce and creditor risk, governance)

6) Legacy (values, traditions, continuity)

You can have most of these. You cannot have all of them fully, at the same time.

So the work is not “pick a structure.” The work is “pick your priorities, then design the

structure to match.”



Common Mistakes

Mistake 1: Solving emotion with title

“Let’s just put the kids on title.” That is often an attempt to create belonging. It can
also create tax issues, governance issues, and outcomes that do not match intent
when life changes.

Mistake 2: Treating equal as fair

Equal splits feel clean at the start. Then reality arrives. One sibling uses it more. One
sibling pays more. One sibling can afford upgrades. One sibling cannot. One sibling
lives close and does the work. Fairness is a system. Not a feeling.

Mistake 3: No rules for money

The cottage has three cost types: Fixed annual (taxes, insurance, utilities), Variable
usage (cleaning, consumables), and Capital (roof, septic, dock, retaining wall). If you
do not pre-agree how capital gets funded, capital becomes conflict.

Mistake 4: No rules for time
Peak weeks are scarce. Scarcity makes adults act like kids again. Without clear
booking rules, every season becomes a negotiation.
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Mistake 5: Ignoring the tax and liquidity problem

Canada taxes capital gains on a sale. Also on certain “deemed sale” events,
including death in many cases. Families do not plan for the tax. Then they are forced
to sell the cottage to pay the tax.

Mistake 6: Letting “helpful” arrangements create hidden risk

Examples: One person on title, everyone pays. Beneficial ownership may not match
legal title. Parent adds child to title “for convenience.” Cottage expenses are shared
informally for years. The goal is not fear. The goal is clarity.

Mistake 7: Mixing rental activity into a family asset without deciding the game
Renting can be part of the plan. It can also change the rules and the family

story. The mistake is not renting. The mistake is renting without governance

and compliance.
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Trade-Offs & Tensions

This is where a cottage plan becomes real.

Tension A: Access Vs peace
More users usually means more scheduling rules, more admin, and more chance of
“this isn't being respected” moments. Peace has a cost. It is often structure.

Tension B: Fairness vs simplicity
Fairness often requires tracking usage, contributions, and labour. Simplicity avoids
tracking. But then resentment becomes the tracker.

Tension C: Keeping it vs affording it
“Keeping it" is not a plan. Funding it is the plan.

Tension D: Tax control vs complexity
More sophisticated planning can reduce risk. It can also add admin, reporting, and
professional coordination.

Tension E: Legacy vs freedom
Legacy can become pressure. If the next generation does not want the cottage, the
plan needs dignity and an exit.
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What Good Looks Like

Good looks like clarity. Good looks like options. Good looks like a family that stays intact no

matter what happens to the property.

Standard 1: The cottage purpose
is written and shared

Standard 2: A Cottage Operating
Agreement exists

Standard 3: The tax and liquidity
plan matches the story

Standard 4: “Exit doors” are
designed in advance

Standard 5: The family is
the hero

One paragraph. No essays. Example purposes: “A shared family
retreat. Simple. Low drama. Access matters more than luxury.” "A
grandkids place first. Adults make decisions that protect the next
generation experience.”

It does not need to be perfect. It needs to exist. It covers: access,
money, decisions, maintenance, exits, and dispute resolution.

You know: the estimated capital gain exposure today, what could
trigger tax, and how tax would be funded.

Everyone knows what happens if: someone wants out, someone
cannot pay, someone dies, or a divorce or creditor issue shows up.

That means: clarity replaces guilt, options replace pressure, and the
plan protects relationships first.



The Family Cottage Framework (The
Simple System)

This is the operating sequence. Use it for decision making and for family meetings.

Step 1: Define the purpose (1page)
Answer:

» What is the cottage for?

o Whois it for today?

* Whoisit forin 10 years?

e Whatis it not for?

» What would make us proud of how we handled this?

Tactic example: “Three words" alignment
Each household picks three words for what they want the cottage to feel like.
Examples: simple, warm, respected / fun, predictable, shared / quiet, restorative, low conflict

When the words do not match, you have your first real conversation.

Step 2: Map the stakeholders (no assumptions)
List:

* legal owners (on title)

» beneficial owners (who truly owns the economics)
o users (who expects access)

o payers (who funds it)

¢ maintainers (who does the work)

¢ decision makers (who votes)
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Tactic example: “Mismatch spotting”

If the maintainer is not a decision maker, resentment risk increases. If the payer is not a user, fairness risk increases.
If the user is not a payer, conflict risk increases.

Step 3: Build the cost model

Split into three buckets.

Bucket A: Fixed annual

Examples: property tax, insurance, utilities, internet, base maintenance (eaves,
septic inspection, snow removal)

Bucket B: Variable usage
Examples: cleaning, propane, firewood, consumables, wear and tear items

Bucket C: Capital reserve

Examples: roof, septic, dock, water system, retaining walls, major appliances

Now decide:

» How does each bucket get funded?
» Who pays when a surprise cost hits?

« What happens when someone cannot pay?

insightplanning.com



What most families underestimate

Most cottage conflict isn't about the size of the cost. It's about when the cost shows up and how the
conversation happens.

Three patterns show up repeatedly:

 Capital costs don't arrive politely. Roofs, docks, and septic systems fail on their own timeline.

» Asking for money carries emotional weight. Even fair requests can feel charged when
expectations were never set.

» Small annual reserves prevent big emotional conversations. Predictable saving replaces
reactive stress.

This is why the reserve is not just a financial tool. It is a relationship protection mechanism.

Tactical examples for funding

« Fixed: split equally among ownership households

Flat split (simple)* Variable: paid by the user

 Capital: equal contributions to a reserve fund

o Fixed: split equally

Usage weighted « Variable: user pays
(fairness focused) « Capital: contributions based on booked nights
or weeks
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» Fixed: equal or close to equal
Ability weighted (family « Capital: higher income households contribute more

cohesion focused) « Governance: formalized to protect dignity and
prevent leverage

Simple reserve rule

Pick a monthly reserve contribution that builds a buffer. Review annually. A reserve is the difference between a
repair and a rupture.

Step 4: Design the booking system

Scarcity creates conflict. Structure creates freedom.

Fixed weeks
Each branch gets the same week every year (e.g., Sibling A gets the 1st week of
July). Simplicity: High. Flexibility: Low.

Rotating peak weeks
A rotation schedule for July/August. If you have the August long weekend this year,
you move to the bottom of the list for next year.

Credit system
Households get “points” to bid on or book weeks. Peak weeks cost more points
than shoulder season weeks.
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The “"Open Door" trap

Many families start with “anyone come anytime."” This works when the kids are 8. It fails when they are 28
and have their own partners and friends. Transitioning from “open door"” to “booked weeks" is the hardest
but most important step for long-term peace.

Tactic example: The “Guest Policy”

Decide: Can friends use it when owners aren't there? Can adult children bring 10 friends? Who is responsible for the
cleaning after guests? If it isn't in the agreement, it's a negotiation every time.

Step 5: Define the succession and tax plan

This is where the math meets the legacy.

Estimating the gain
What is the current value? What is the Adjusted Cost Base (ACB)? What is the
estimated tax liability today?

Funding the tax
If a parent dies, does the estate have the cash? Will the kids have to mortgage the
cottage? Is life insurance a tool to provide liquidity?
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The Ownership Model
Direct ownership? Joint tenancy (with right of survivorship)? Tenancy in common? A
Trust? A Corporation? Each has different tax and control outcomes.

Critical reminder

A trust can provide great control and creditor protection, but it has a “21-year rule” where it is deemed to have sold
its assets at fair market value. Timing matters.

The "“Choice" Conversation

Not all children want the cottage. Not all children can afford the cottage. A good plan allows for an “exit
with dignity.” This might mean an equalization payment from the estate to the child who isn't keeping
the cottage.
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Appendix A: The Cottage
Operating Checklist

Use this to build your first draft of an agreement.

Governance: How do we vote? What needs 100% agreement (selling) vs 51%
(new couch)?

Maintenance: Who is the “Cottage Manager"? How do we handle work bees vs
hiring professionals?

Expenses: What is the monthly/annual contribution? Where is the bank account?

Rules: Pets? Smoking? Renting to third parties? Clean-up standards?

Exits: How does a family member sell their share? How is the price determined?
Who gets first right of refusal?

The best time to build the agreement is when everyone is getting along.
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Next Steps

If you are moving from “default” to “designed,” follow this sequence:

1) The Purpose Meeting Just talk about the “Three Words” and the vision. No math yet.

Get the ACB, the tax estimate, and the actual operating costs from
2) The Data Gather
the last two years.

Ask each stakeholder privately: “What is your real intent? What are

3) The Individual Interviews .,
your concerns?

4) The Framework Design Draft the operating agreement and the tax funding plan.

Finalize legal documents, set up the bank account, and launch the

5) The Implementation
) P booking system.

A Final Thought

A family cottage is a gift. A system is how you protect that gift from the friction of real life. Design the system for the
people you love.




A Deep Decision Framework for Clarity, Calm, and
Family Continuity

This guide is designed to help you navigate the complexity of family cottage
ownership. Generosity that holds up starts with a system, not just a sentiment.

Clarity replaces guilt. Options replace pressure. The plan protects
relationships first.
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