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COTTAGE 
RENTAL GUIDE

Prices and cost of ownership are on their way up in every 
major Canadian cottage market – but so are rents and 
demand. With this year’s Cottage Rental Guide, CREW hopes  
to make your recreational properties as profitable as they  
can be. Why should your tenants have all the fun?
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C
anadians are crazy for their cottages. It’s a form 
of insanity we all suffer from and one that no 
self-respecting psychiatrist would pass judgment 
on. Bleak and brutal Januarys, a stifling morning 
commute on a crippled TTC streetcar, gridlock in 

the George Massey Tunnel – for most Canadians, the only way 
to maintain our composure is through our fantasies of summer: 
warm water tickling your ankles as you dangle your feet off the 
dock, the sky a parfait of purple and orange as the sun slips away 
behind the trees. Of all the romanticized parts of Canadian 
culture, from listening to Rush to sliding on ice while hitting 
a piece of rubber with sticks, cottaging is the one part of our 
collective craziness that makes the most sense.

But some have questioned the sanity of purchasing a cottage 
with the intention of turning it into a cash-flowing rental 
property. Looking at some of the country’s most popular summer 
getaways – Muskoka, the Kawarthas, Shuswap, Whistler and 
Vancouver Island – the doubters seem to have a point. 

On average, laying out $500,000 for a cottage in the 
aforementioned areas no longer guarantees a turn-key property 

that will generate positive cash flow. Not only are prices on 
the rise, but tenant demands are also intensifying. In 2017, 
two bedrooms, lumpy mattresses and a TV the size of a small 
Volkswagen do not cut it for most renters. Bargain-hunters will 
have to renovate; cost-cutters will have to upgrade. Some owners 
will tell you that the popularity of these regions means any 
property will rent. Maybe they’re right – people do need a place 
to sleep – but that’s Motel 6 thinking. And how many people stay 
at a Motel 6 twice?

Renting out a cottage has never really qualified as passive 
income; it has always been more work than people care to 
admit. But to be a successful cottage landlord today, you 
will be running a full-fledged businesses that needs to be 
built, marketed and maintained. The goal is creating lifelong 
customers, not cashing in.

This time around for CREW ’s Cottage Rental Guide, we 
wanted to focus more on building your business and maximizing 
your returns. There is still money to be made in cottage country; 
you’ll just have to work harder and travel a little farther to find it. 
But just imagine how good that sun is going to feel once you do.
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Before we dive into where to buy, we 
want to give both current and future 
investors an idea of what owning a 

profitable cottage in 2017 truly entails. After 
talking to dozens of investors, Realtors and 
property managers, the commonly held belief 
seems to be “go big or go home.” 

Admittedly, many of the suggestions on 
the following pages will require significant 
outlay, but they will also drive rents higher 
and result in your properties remaining 
profitable for longer. From interior design tips 
to the latest in cost-saving apps, there is no 
shortage of ways to increase the comfort and 
appeal of your cottage while also allowing 
you to manage it more efficiently.

Rustic is dead
Chances are, when you were a kid going to 

the cottage with your parents, the door would 
swing open and you would be greeted by a 
musty odour, ratty furniture and lots and lots 
of brown.  Until a few years ago, what had 
been good enough for your dad was enough 
for most renters, but those days are over. 

“I don’t think you can be in this business 
and just have a cottage anymore,” says 
Muskoka-based investor Gary Miller. “You 
might get people renting those, but this 
industry is transitioning to higher-quality 
vacation homes – and guests are willing to 
pay for them.”

As prices rapidly escalate in areas like 
Muskoka, investors looking for cash flow will 
often need to generate between $2,000 and 
$3,000 a week in the high season. Beds like 
prison cots and thick, rough blankets aren’t 
going to cut it. From furniture to cutlery, 

every touch of class will be reflected in the 
rates guests are willing to pay.

“I might have a lawn chair in my living 
room at home,” Miller says, “but I have a 
really nice leather chair at the cottage. I 
spend the money because the higher-end stuff 
lasts, and the guests really like it.”

Heather Bayer, CEO of CottageLINK 
Rental Management and host of the wildly 
popular Vacation Rental Success podcast, says 
the effect comfort and convenience have on 
ROI cannot be underestimated.

“A property should be furnished and 
equipped as well as your own home,” she says. 
Both Bayer and Miller encourage owners to 
outfit their cottages with the latest stainless 
steel appliances, washer/drier units, “the most 
comfortable beds imaginable” and large flat-
screen televisions.

Getting the most from your vacation property means 
giving your tenants what they want – and then some 

PART 1

Maximum sun, 
maximum profit
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“I’m on a crusade at the moment to 
remove tube TVs,” Bayer says. “There is no 
reason to have a tube TV in any vacation 
home anymore.”

While some may question the logic behind 
filling a property with amenities that will 
keep renters indoors, every investor CREW 
spoke to countered with the same response.

“People say to me, ‘It’s a cottage; they 
should be enjoying the outdoors,’” says Dean 
Curtis of Serenity Vacation Rentals. “Who 
are you to say what the guests should or 
should not have?”

 “We are not in a position to judge how 
people spend their vacation,” Bayer adds. “If 
they want to sit indoors and watch a 60-inch 
TV for the duration of their vacation, that’s 
fine. They should have the opportunity to 
do so.”

Another modern feature properties must 
have to fetch top dollar is unlimited Wi-Fi. 
When evaluating a potential future property 
or location, Wi-Fi access is critical.

“The number-one criteria that started a 
couple years ago is unlimited Wi-Fi,” Bayer 
says. “It’s absolutely worthwhile because it’s 
going to increase occupancy.”

Now that Netflix, social media 
and instant communication are major 
components of everyone’s daily lives, the 
idea of going ‘off the grid’ is more of a threat 
to most renters than it is a luxury. 

“People will walk in,” says Kim Turnbull 

of Coastal Cottage Rentals and Sales in 
Cocagne, New Brunswick, “they have a 
million-dollar view, and the first phone call 
is, ‘What’s the password for the internet?’”

Bayer says the Echo Star XIX satellite, 
launched in 2016 by Xplornet and coming 
online this spring, should provide owners an 
unheard-of level of connectivity.

As for further indoor comforts, Curtis 
suggests owners with available space strongly 
consider setting up a game room. Foosball or 
air hockey tables can often be found used and 
provide hours of simplified entertainment, 
but a modern gaming system is also a must. 

Moving to the outside of the property, 
both Miller and Bayer are firm believers 
in providing renters with an extra touch of 
luxury: a hot tub. 

Bayer says a hot tub is the first thing she 
adds to her properties. The maintenance 
and initial outlay can be considerable, but 
it’s a big draw for renters in the cooler 
shoulder season.

“A hot tub will pay for itself in two years 
with good marketing,” she says.

Once tenants have removed themselves 
from their plush king-sized beds, set the 
slow cooker and turned off the flat-screen, 
they’ll be looking for something to do. 

“I encourage my owners to have at least 

two different types of boats,” Curtis says. 
These non-motorized watercrafts can include 
canoes, rowboats and kayaks, although 
paddleboards have been wildly popular in 
recent years.

Bicycles might seem like an obvious 
option, and are often provided by owners of 
non-waterfront properties to help renters get 
to the beach, but they have the potential to be 
more trouble than they’re worth. 

“I leave that to the owners,” Curtis says. 
“I’ve had some insurance companies say 
there are some liability issues when you 
provide the bikes. Whatever you provide, 

though, has to be working and ready to use 
for every single guest. As soon as you say you 
provide bikes at the property, if one of those 
bikes has a flat tire and the next guest is 
coming in four hours later, we have to make 
sure that bike is fixed for them.” 

Service leads to smiles
Going hand-in-hand with amenities is the 
level of service an investor offers. Owners – or 
their chosen property management partners 
– have to be willing to provide guests more 
than just a comfortable place to relax. 
They should also offer, whenever possible, 
suggestions, tourist information and other 
local insight that can save guests time in 
planning their days and add to the memory-
making aspect of their vacation.

The first step is establishing contact 
with guests long before they arrive and 
determining what they hope to experience 
during their stay. A list of local restaurants 
and their specialties can be created for 
foodies; a bag of local coffee can be waiting 
for self-confessed java addicts. Small, 
creative touches that personalize a guest’s 
stay go a long way.

“Those are the types of little extra steps 
that will create lifelong guests,” Curtis says.

Helping guests take part in their favourite 

 “This industry is transitioning to 
higher-quality vacation homes – and 

guests are willing to pay for them”
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activities is another wise, relatively simple 
crowd-pleaser. Miller provides his guests 
with guides to the best local fishing spots 
and maps of cross-country skiing trails.

“He’s created a lifelong client,” Curtis 
says. “When they want to rent again next 
year, you can guarantee they’re going to 
want to go to Gary’s cottage.”

Miller says being upfront with potential 
clients about possible deficiencies in the 
property, like a weedy beach or extreme 
proximity to neighbours, is key to estab-
lishing positive relationships. Honesty on 
the part of an owner will translate into 
better guest behaviour.

“Be completely honest and completely 
transparent,” Miller says. “That’s how you get 
a disgruntled tenant – if you hold your cards 
tight and don’t tell them the truth, then they 
get up there and they’re disappointed.”

Investors looking to enlist the talents of 
a property manager should still be prepared 
to show a commitment to their tenants; 
otherwise, they could have a lengthy search 
on their hands.

“I will not take on just any property,” 
Curtis says. “I have gone to look at people 
who want to list with us, and if they have 
the mindset of, ‘I just want to rent it out – I 
don’t give a crap about the guests. Let’s get 
the maximum dollar out of them and get 
them the hell out,’ those aren’t the people I 
want to have.”  

Quint Logan of Shuswap Cabins has a 
similar philosophy. “I am selective in regard 
to the properties I list in order to attract 
a higher class of renter,” he says. “These 
renters are generally less work in regard to 
all aspects of the rental – cleaning, damage 
and administrative demand.” 

Overall, Curtis feels a number of new 
cottage investors are unaware of the fact 
that they are taking part in a service 
industry. With so many similar properties 

dotting thousands of shorelines, it is the 
customer experience – or lack thereof – that 
differentiates most of them. “It’s something 
they do get educated on,” he says.

Web-spinning
Just as Wi-Fi has become critical for 
increasing occupancy, internet savvy has 
become an indispensable skill for investors 
looking to attract guests.

“Marketing has become so much easier 
now because you have the opportunities 
for wider distribution,” says Heather Bayer. 
“I think the opportunities for owners to 
advertise across the board – Airbnb, VRBO, 

HomeAway, TripAdvisor, whatever – are just 
so much greater.”

While the proper use of these sites is 
unavoidable – few sane cottage investors would 
operate without them – they are little more 
than reservation-makers. Their educational 
and relationship-building potential is limited, 
and their true goal is creating return customers 
for themselves, not their users.

“I believe you can’t rely on VRBO 
or Airbnb,” Miller says. “They change 
their algorithms; they change their 
policies. I believe you should have your 
own independent website and your own 
independent marketing.”

“Everybody needs to have the opportunity 
to be independent of those listing sites,” 
Bayer says. “You never know when Airbnb’s 
going to crash. We don’t want to put all the 
eggs in the same listing-site basket.”

Once a booking comes through one of 
the major sites, investors are encouraged 
to reach out to their future guests. This 
initiates the relationship-building process, 
allows owners to begin contributing to 
their guests’ vacations and helps build the 
property’s brand.

When deciding on content for his 
cottage’s site, Miller believes in a warts-
and-all approach. “Try to show everything,” 
he says. “Not just the great features, but your 
blemishes as well so there’s not a surprise 
when they get there.”

This philosophy extends not only to 
photographs, but to customer reviews as 
well. Thanks to sites like Yelp and Amazon, 
customer reviews have become a major 
factor in the decisions of future customers. 
Miller tells owners to fight the temptation 
to only post the most glowing reviews their 
properties have received.

“When I’m booking a vacation, I want to 
see a couple reviews that are negative or have 
some problems,” he says, “because I want to 
see how the owner dealt with it. Anything 

A number of new cottage investors 
are unaware of the fact that they are 

taking part in a service industry.

“I’m a laptop landlord,” says Gary Miller. “I do everything with my 
phone.” There’s a slew of new apps out there for investors looking to 
manage their properties more efficiently; Miller relies on a sizeable 
arsenal of them to manage his properties.

A virtual propane meter helps alert his propane delivery team before 
any barbeque disappointments can occur, YourWelcome provides 
tenants with instant access to information and videos that explore every aspect of the 
property, and a number of Arctic Spa products allow him to control the pH balance, 
lights, chlorine level and temperature of his hot tub. 

Apps gaining a lot of attention with investors include Properly, which tells 
caretakers exactly what needs to be done during a changeover, and Nest, which is 
revolutionizing how owners heat and secure their homes. “That is an amazing app,” 
Heather Bayer says of Properly, adding that the company will soon be entering into a 
partnership with Airbnb and HomeAway. 

Bayer recommends two new apps for investors concerned about their homes being 
crammed full of partiers. The first is Party Squasher, which attaches to a router and 
counts the number of wireless devices in your home at any given time. The second is 
NoiseAware, which monitors decibel levels.

APP IT UP
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that goes in our guest book, we try to put it 
on the site.” 

Cottage owners not yet leveraging a person-
alized website have three general options. 

Bayer says a secure, professionally developed 
website will cost between $1,500 and $2,000. 
There are also companies like OneRoofTop 
that create custom websites for investors in 
exchange for a percentage of the booking fees. 
There’s also the WordPress route for investors 
who wish to design their own websites. 

Whatever option you choose, your site 
must provide a wealth of information, visual 

panache and ease of use that trumps that of 
the major booking sites. Otherwise, potential 
guests are back on Airbnb or VRBO, hip-
deep in your competition.

Style for miles
Interior design is often associated with big-
city properties, where tastes are considered 
more diverse and refined, but renters don’t 
leave their stylistic preferences behind when 
they head to cottage country. Modern design 
concepts can not only make a cottage brighter 
and more comfortable, but they can also 
result in a more eye-catching web presence 

that can make a property stand out from the 
crowd during the booking process.

Mercedes Brennan and Karen Campbell, 
the interior designers behind 1 Chic Retreat, 
say the first thing investors need to do is 
abandon the typical cottage colour palette.

“People are coming and they’re celebrating 
summer and sunshine,” Campbell says, “but 
a lot of people tend to use beige.” 

“It’s exactly the opposite of what you want 
in a vacation home,” Brennan adds. “Guests 
want colour.”

Brennan advises investors to immediately 
begin replacing their browns and yellows 
with a more obvious choice.

“The colour blue is so underused,” she 
says. “Vacation rental owners in general, 
they don’t use enough blue.”

There’s an endless list of options for adding 
colour to a property: bright pillows on a 
neutral couch, comfortable throw blankets, 
area rugs where guests will often hunker 
down to play games. Even simple items like 
trays can brighten the corners of a cottage.

“Because of all the design shows on tele-

“Everybody needs to have the 
opportunity to be independent  

of listing sites”
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vision, people expect a little sophistication, 
but that doesn’t have to be expensive at all,” 
Campbell says.

Few guests are expecting to walk into a 
trendy gallery when they arrive at a cottage, 
but if owners do decide to invest in artwork, 
they should avoid kitsch – sorry ‘Moose 
X-ing’ owners – and try to find items that 
complement the setting. “You’re not going to 
put a painting of the Eiffel Tower up in your 
cottage,” Campbell says.

Sites such as Etsy, Craigslist and eBay can 

all provide inexpensive options for cottage 
artwork. The work of local painters and 
sculptors can add both style and an extra 
layer of local interest, while photographers 
native to the region can help tie the property 
to the surrounding area.

When choosing photos, the 1 Chic 
Retreat team says bigger is better.

“Large-scale photography has a lot of 
impact,” Brennan says. “We actually use it 
when we decorate quite frequently.” 

By hanging larger-than-average photos – 
Brennan says 30" by 40" is a good size to aim 
for – investors not only provide a centrepiece 
for a main wall, but they also add life to 
photos on their property’s website.

“It’s really impactful,” Campbell says. “It’s 
what we call a booking magnet.”

Owners may be tempted to fill their 
bathroom with a rainbow’s worth of colourful 
towels, but Campbell says white is the way 
to go. Coloured towels cannot be bleached 
and will fade over the course of a summer. 
She does, however, encourage a small stash 

of darker towels for women to use when 
removing makeup.

Both Campbell and Brennan are emphatic 
when it comes to the most important room of 
the house: the bedroom.

“The number-one complaint people will 
give you a bad review for is if they have a bad 
night’s sleep,” Campbell says. In addition to 
not skimping on the mattress, she says owners 
should provide high-thread-count white 
sheets, two pillows per guest per bed, and 
throw pillows and a throw blanket for naps.

 “The most important thing for a bedroom 
is to create romance and comfort,” Brennan 
says. “You do not want the guests to want to 
get out of bed.”

The only constant is change
Investors in search of cash flow will inevitably 
be looking for bargains, but those less expen-
sive properties are almost certainly going to 
need renovations.

In order to drive rents, cottages need to 
be able to accommodate a minimum of eight 
people. Three bedrooms and two bathrooms 
are the sweet spot to guarantee occupancy. 
“That’s kind of a must,” Gary Miller says.

Building an addition is an obvious choice, 
but also a costly one. Investors might instead 
choose to reconfigure the inner layout of 
their properties, which can create an extra 
bedroom or two – but doing so can pose 

“Because of all the design shows 
on television, people expect a little 

sophistication, but that doesn’t have 
to be expensive at all”
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problems for the rest of the cottage.
“If you get any more than three bedrooms, 

you’re really going to run out of space for the 
living area, which is where most of the time 
people are going to be communally sharing 
space,” says CREW ’s resident renovation 
expert, Vanessa Roman.

Roman also says investors looking to add 
another bathroom need to be aware of major 
costs that may be hiding out of view; older 
properties, for instance, may need to have 
their wiring or plumbing system upgraded.

“If you are like most recreational properties 
– on a septic – you need to ensure that 
your septic field can handle the extra water 
load,” she says. “Adding a second bathroom 
is definitely going to put more water and 
effluent into the septic field. Depending on 
the age of your septic field and how well it’s 
been maintained over the years, it could get 
you into some serious trouble if that septic 
system fails.”

Replacing a septic system comes with a 
hefty price tag – generally between $20,000 
and $25,000 – but failing to do so when 
adding a new bathroom can cost even more.

“If you’re in a vacation rental property 
that’s close to water, and that effluent goes 
into the water,” Roman explains, “you 
can count on bigger fines from the city 
or municipality to clean up that potential 
environmental hazard.”

But there are other, far less expensive 
upgrades that can improve a cottage’s 
rentability. Roman says a fresh coat of paint 
can instantly boost curb appeal and will 
better catch the eye of potential renters 
viewing the property online.  

“It’s honestly one of the best and least 
expensive ways to completely transform a 
space, especially if you can do it yourself,” she 

says. “That’s something I’d always suggest.”
Improved air quality can also enhance a 

guest’s experience.
 “Because you’re not using your cottage 

year-round, mold and air quality can become 
an issue,” Roman says. “Ensure that you have 
adequate ventilation, and make sure that your 
property is water-tight. Everyone’s walked 
into a place that has been closed up for a 
while, and it smells bad. You don’t want your 
property to be detrimental to your health, so 
ensure that you get your HVAC systems put 
in or that you have an air exchanger.” 

Making a home more energy efficient can 
also bolster an investor’s ROI in the long 
run. Winterized properties running on oil 
heat can be converted to a heat pump system, 
which can use the existing ductwork. Roman 
says the cost of such a conversion can run 
about $8,000 for a 1,500-square-foot cottage.

“It’s going to remove the moisture from your 
home, it’s going to give you really efficient heat 
in the colder months, and in the summer it’s 
going to give you air-conditioning,” she says. 
“It’s a win-win all around.”

Ductless heat pumps and an innovative 
new technology from Tesla – solar power-
generating roof tiles – are two more ways 
owners can cut back on energy costs and 
lessen their properties’ environmental impact.  

For owners of non-waterfront properties, 
creative landscaping can be an affordable 
way to provide space that is both usable 
and pretty. Roman says many owners are 
having luck combining low-maintenance 
objects like bushes, river rocks, driftwood 
and sand to create their own take on the 
classic serenity garden. How much serenity 
can truly be had while a pack of children is 
shrieking its way up and down the rocks, 
however, is debatable.

Paving the way
Dalia Barsoum of CENTUM Streetwise 
Mortgages is no stranger to readers of 
CREW, nor is she unfamiliar with the ins 
and outs of financing a vacation property. 
The wide range of properties under the 
‘cottage’ umbrella has resulted in a two-
tiered system of classifying them for 
financing.

“Depending on which category that 
cottage falls into,” she says, “it will have a 
large influence on the type of financing  
you can get.”

Type A cottages are those with permanent 

Michael Dominguez
Sales RepresentativeMichael Dominguez

 Investment Property Advisor 

Canadian Real Estate Wealth Magazine Awards:

Sales Representative
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foundations installed below the frost line, 
with year-round access, potable water 
provided by municipal service or a well, and 
a permanent source of heat. Type B cottages 
lack a permanent heat source and have 
three-season access.

Barsoum says Type A cottages can be 
purchased with less than 20% by putting 
5% down and getting mortgage insurance 
from a provider like Genworth or Canada 
Guaranty. (CMHC no longer offers 
mortgage insurance on second homes.) 
But such an arrangement only applies to 
properties worth less than $500,000. For 
cottages valued between $500,000 and $1 
million, you’ll have to put down 10% for the 
portion above $500,000. 

“So technically, the rules for Type A 
cottages under the insured program are the 
same as purchasing a primary residence,” 
says Barsoum, who adds that Genworth 
offers a purchase option for Type B 
properties with 10% down.

Outside of these insured programs, which 
not all buyers will qualify for, Barsoum 
says the next best option is conventional 
financing. Depending on which bank an 
investor deals with, however, the bank 
may require 20% to 35% down and limit 
amortization to 25 years. 

“The marketability of the property 
and other variables play a large role in 
determining how much the banks will lend 

and if they will lend against a particular 
cottage,” Barsoum says. “This includes 
proximity to major markets, whether or not 
the cottage is located on a small or bigger 
lake, the safety and consistency of the 
cottage, water supply, and accessibility.” 

Once investors start to pile on other 
variables – water-access properties, floating 
foundations, mobile setup, fractional 
ownerships, rental cottages – the rules of 
financing change, and a bank may shy away 
from a deal altogether.

“Then you’ll have to deal with specialty 
lenders that generally charge much higher 
rates to finance the deal and require a down 
payment in the 30%-plus range,” Barsoum 
says. “That’s why it’s common for investors 
buying cottages to rely heavily on the equity 
built up in their other properties.” 

Keeping what’s yours
Once a property has been purchased and 
all that sweet income starts flowing in, 
investors are going to want to make the most 
of their gains. A little tax knowledge can 
end up saving cottage owners big when it 
comes to declaring revenue and eventually 
selling a vacation property.

One of the most significant tax issues 
facing cottage owners is the use of the 
Principal Residence Exception [PRE]. Any 
property deemed to be an owner’s principal 
residence can be sold tax-free. Cottages 

normally qualify for the PRE, but since only 
one property can be used each year, owners 
need to be strategic about which property 
they decide to shield from tax.

“You want to pick and choose carefully 
which property you designate, and for how 
many years,” says Tim Cestnick, president 
of WaterStreet Financial and the owner of a 
cottage near Huntsville, Ontario. “Normally 
you would designate the property with 
the biggest capital gain as your principal 
residence because that’s usually the property 
you want to shelter from the tax.”

Cestnick encourages investors to consult 
a tax professional for advice around cottages 
and the PRE, especially after a new set of 
guidelines came into play in 2016.

“It used to be that when you sold a 
property, you didn’t have to report anything 
on your tax return as long as it was going to 
be a tax-free sale,” he explains. “As long as 
you were going to use your exemption on the 
property sold, you didn’t have to report it. 
You now have to report the sale of it even if 
you’re not going to pay tax on it.”

Parents looking to better shelter their 
cottages can put them in the name of their 
children, who each get a PRE of their own 
that kicks in at adulthood.

“As long as the children can say that 
they’ve used it habitually,” says Samantha 
Prasad, partner in the tax group of law firm 
Minden Gross, “then you can shelter that 

1 Send a copy of the listing to your 
mortgage broker first so he/she 

can advise how such a property will be 
looked at by lenders and what you can 
expect in terms of a down payment 
and rates.

2 Line up your financing ahead of 
time. You often have to supple

ment the financing you get from a lender 
with your own financing, so it’s best to 
understand the sources of capital 
available to you early in the process, 
before putting forward an offer. 

3  Do not go firm on cottage offers. 
The appraiser’s comments relating 

to the characteristics of the property 
will impact the type of financing you 
will get.

DALIA BARSOUM’S  
COTTAGE FINANCING TIPS
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capital gains exemption in the children’s 
name from the age of 18 onward.”

Parents who put their cottages in a trust 
for younger children hoping to claim the 
PRE that way could be in for a surprise. 
Thanks to new rules implemented on 
January 1, 2017, a trust can no longer claim 
the PRE unless it meets very strict criteria. 

 “In a sense, it’s almost impossible to do,” 
Prasad says. “Anybody who has their cottage 
property in a trust really should talk to their 
tax advisors to figure out what to do with it 
because now they’re going to lose their PRE.”

Both Cestnick and Prasad agree that 
structuring the purchase of a second 
property is a topic about which many 
investors are uninformed. 

“People don’t give a lot of thought to it 
usually, but it’s worth getting some advice 
around,” Cestnick says.

Potential investors often wonder if using 
their cottages as rental properties will affect 
their status as principal residences, but 
Cestnick says not to worry.

“It’s OK to rent it out some of the time 

and to generate some rental income from 
that. You can still sell the property tax-free 
later. It doesn’t become a business property 
just because you rent it out for a little bit.”

Any income generated by a property will 
need to be declared, but renting a cottage 
opens investors up to a wide array of possible 

deductions: Mortgage interest, utility bills, 
property taxes and maintenance costs are 
just a few. 

“It’s helpful for claiming a deduction to 
show that, for those times that you rent it 
out, that you are doing it for investment 
purposes or income-earning purposes,” 

Prasad says, adding that investors 
should collect all evidence they can that 
demonstrates their efforts to generate 
revenue, such as advertisements, rental 
agreements, contracts and other supporting 
documents.

Investors should also save receipts 

related to renovations that have increased a 
cottage’s value. When cottage owners die, 
any amount they devoted to improving a 
property can be subtracted from the amount 
of gain the property experienced, reducing 
the amount of estate tax needing to be paid 
– a cheery summer thought.

“You can still sell the property tax-
free. It doesn’t become a business 

property just because you rent it out”
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