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There are over 7.5 million second homes in the USA owned by 5.5% of the population. These are the special places

where your family returns year after year, where you think about childhood memories and adventures playing out over

generations. It might be a cabin on the lake or a ski chalet or a fishing lodge in the back country. Wherever it is, it takes a

bit of work to keep those properties for the next generation.

We recently heard a story about a couple with a

special lake property. They had five children and

twice that number of grandchildren and more

than a few great grandchildren. Everyone loved

coming to Grandma’s house. They had canoe

races, great picnics, and treasure hunts. There

was always a jigsaw puzzle on the porch. Sadly,

both Grandma and Grandpa passed during the

COVID epidemic. Although they had

discussions with family members about plans

for the cottage, no plans were ever made. In fact,

their will directed their executor to sell all their

real estate (they had several properties) and to

add the sales proceeds to generation skipping

trusts established under the will.

As in most families, not all the heirs had the means to consider purchasing the property and the beneficiaries could not

agree on a price or a process that would allow one of them to retain ownership. Sadly, the cottage was sold, and the lack

of direction created a situation that resulted in miscommunications and hard feelings.

If you have a special family property, some planning now will ensure that your family can continue to enjoy the

property for years, or generations, to come. In planning for special places, the founding family generally wants to create

opportunities for accumulating wealth, in order to carry on family traditions, all while promoting familial harmony.

There are a number of contingencies to be considered and planned for, even if awkward, such as divorce, bankruptcy, or

financial hardships due to health problems. Your heirs will have their own concerns.

Basic Considerations:

Who will be responsible for maintenance?

What if someone can’t pay a fair share?

What if someone wants out?

There are two basic issues that you will want to explore.

The first is whether you wish to organize future ownership

by setting up an entity now or through your estate plan.

Or, not knowing what the future looks like, you might

prefer to develop a process for continued ownership that

you hope your heirs will embrace.

The second issue is whether you want to provide for

“sharing rules” if there will be multiple owners.

Forms of Ownership

Their estate plan had not been reviewed for years.



K E E P I N G S E C OND H OME S I N TH E F AM I L Y

M A I N E |  M A S S A C H U S E T T S |  N E W  H A M P S H I R E    |  N E W  Y O R K    |  R H O D E  I S L A N D    |  F L P U T N A M . C O M

Develop a Process
You can provide a letter or hold a family meeting to develop a process for dealing with ownership of your special property.
This can be especially helpful when there are a lot of unknowns. Here are a few things that you will want to consider
including in your process.

Establish a fair market value for the property. You want to take some care here because you don’t want one person
to have an advantage that will disadvantage other heirs. For example, an heir who is an executor or trustee has an
unequal advantage when it comes to making decisions about the sale or distribution of property. We suggest
recommending more than one appraisal by an accredited appraiser – not the local realtor. Some suggest unanimous
agreement on the price. The established fair market value is the starting point for acquisition of the property
whether by an heir or an outsider.

Who wants to buy the property?
What if one or more beneficiaries want to purchase the property? Set a time frame for any interested family
members to present an offer for purchase of the property. A time limit should provide enough time for your heirs
to consider their options for purchase and finance, while avoiding delays in the settlement of your estate. You
might think about suggesting a disinterested party, like an attorney, as the final arbiter if more than one party is
interested.

What about sharing ownership?
If your heirs decide that sharing ownership is the right way to go, it is usually best to select an attorney to develop a
plan for ownership, management and sharing.

Establish Sharing Rules
There are three aspects to sharing ownership and use: financial, maintenance, and time/use. The most successful sharing
systems are those that are simple and economically fair. There are several use models to explore, and it is important to take
into consideration extended family members like former spouses and pets. Sometimes an agreement to use outside
management is the best choice.

Set up an Entity

Many families consider setting up a family partnership, LLC, or a trust to own the property. In some cases, there are

sufficient assets to endow a maintenance fund so that no one will have to worry about expenses or upkeep. Different forms

of ownership are preferred in different states. Some may be more appropriate than others for particular family situations. A

discussion with your tax advisor or estate attorney will help you learn which are most favorable for your location and

situation. Spend some time now considering alternatives and discussing them with your family. Putting together a carefully

crafted plan providing for an orderly transition of your property leads to the most certain results by providing for

continuity of ownership. Discussing your plan with your family can eliminate contention and potential legal expenses.

Resources:
In helping families preserve their special places, we have found two publications to be most helpful:
Saving the Family Cottage by Hollander, Hollander and Fry
The Cottage Rules by Nikki Koski

Your client advisor can also help in referring you to other resources. As always, if you have any
questions about this, general estate planning, or any planning topic, we are here to help.
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