
Most people do not wake up one morning wanting an irrevocable trust. They come to it after a scare. A parent
goes into a nursing home and loses the house. A friend’s family fights for two years in probate. A neighbor’s
estate gets hammered by taxes and fees.

By the time clients sit down in my office and ask, “What is the downside of putting your house in an irrevocable
trust?”, they are usually focused only on the upside: protect the house, protect the kids, avoid nursing home
claims, avoid probate. The benefits are real, but the trade offs are real too, and they are not small.

This is one of those planning moves that you only want to do once, and you want to do it for the right reasons,
with your eyes open. Let us walk through what actually happens when you put your home into an irrevocable
trust, why it may be exactly what you need, and when it can quietly cause more harm than good.

First, what are we actually talking about?
When people say “put the house in an irrevocable trust,” they usually mean one of three things, often without
realizing there is a difference:

1. An irrevocable Medicaid asset protection trust, used primarily to shield the home and other assets from long
term care costs.

2. An irrevocable life insurance or gifting trust, used to shift asset growth out of your taxable estate.

3. A more customized irrevocable trust for creditor protection or special needs planning.

Each behaves differently, but they share one essential feature: once you put the house in, you no longer own it in
your individual name, and you do not have the legal right to unilaterally pull it back out or rewrite the trust just
because you changed your mind.

That loss of control is not an abstract legal concept. It affects refinancing, selling, qualifying for Medicaid, family
dynamics, and what your own life feels like as you age.

The core trade: protection versus control
Irrevocable trusts are often sold as magic boxes that let you keep the benefits of ownership while shedding the
risks. That is not accurate. The law does not reward you for giving up ownership unless you truly give something
up.

So the core trade is simple:

You give up some control, flexibility, and direct access to your home, and in exchange, you may gain protection
from certain creditors, potential Medicaid estate recovery, and sometimes taxes.

Whether that trade is worth it depends on your health, age, net worth, family situation, and risk tolerance.

How control really changes

I often ask clients a blunt question: “If we put this house into an irrevocable trust, are you prepared for the
possibility that you may not be able to change your mind later without your trustees’ cooperation?”

The answer needs to be an honest yes. Here is what shifts when you deed a house into a typical irrevocable asset
protection trust:



You are no longer the legal owner, even if you still live in the home. You may retain a right to live there and to
receive income (if the house is ever rented), but the trust holds title.

Trustees, often adult children or a trusted relative, will have to sign off on refinancing, selling, or sometimes even
major changes around how the property is managed.



If your relationships change, or one trustee divorces, dies, or becomes disabled, decisions may be slower and more
contentious.

You cannot simply wake up one day, decide you do not like the trust structure, and dissolve it the way you might
change a beneficiary on a bank account.

Many clients underestimate how much this loss of ordinary decision making power bothers them until the first
time a bank turns them down for a refinance because the house is in an irrevocable trust, or until they want to
move suddenly and discover they need trustee cooperation and possibly legal work to make it happen.

The major downsides of putting your house in an irrevocable trust
To make this easier to digest, here is a focused look at the main drawbacks people experience in real life once the
dust has settled.

1. Loss of flexibility and control over the property

2. Complications with mortgages, refinancing, and home equity

3. Risk of Medicaid and tax rules not working the way you assumed

4. Family tension when children are trustees over a parent’s home

5. Higher legal, accounting, and maintenance costs over time

Let us dig into each of these in more detail.

1. Loss of flexibility and control

This is, without question, the biggest downside.



You can typically still live in your home for the rest of your life under a well drafted Medicaid asset protection trust,
and in some designs you can vote on whether to sell and buy another home. But you are no longer the direct
owner.

Practically, loss of control can look like this:

An unexpected health shift means you want to sell the two story house and move to a condo near your daughter.
You cannot simply list the house, close, and buy the condo in your own name. The trustees must handle the sale,
and the proceeds will usually stay in the trust, where they are subject to the terms of that trust, not your day to
day preference.

A later falling out with a child who serves as trustee leaves you feeling like a tenant in a house technically
controlled by someone you no longer fully trust.

You decide in your seventies that you would rather spend down the house value to enjoy life, help grandchildren
with college, or travel, instead of preserving every dollar for heirs. The structure you set Comprehensive Estate
Planning Attorney Near Me up in your sixties, designed mainly to avoid Medicaid and probate, now frustrates
your own preferences.

Good drafting can soften some of this, but it cannot fix the fact that the house is no longer yours to treat as a
personal checkbook.

2. Mortgages, refinancing, and HELOCs become trickier

Banks and mortgage companies often do not love irrevocable trusts. Revocable living trusts are familiar and
usually easy for lenders. Irrevocable trusts are different.

Here are some of the issues I see:
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Existing mortgage: Transferring a mortgaged home into an irrevocable trust can raise “due on sale” clause
questions with certain lenders. Often it can be done safely, but it requires careful review and sometimes written
consent.

New financing: If you want a home equity line of credit in the future, or to refinance to take advantage of better
rates, you may find that many banks either refuse to lend to an irrevocable trust or impose extra underwriting
steps and legal review. Some clients end up temporarily deeding the house out of the trust to close a loan, then
deeding it back, which can have serious Medicaid planning consequences if not timed and documented correctly.

Reverse mortgages: For some seniors, a reverse mortgage is their backup plan if care costs rise. Once your home is
in an irrevocable trust, that tool may be off the table, or at least far more complicated to implement.

If you are the sort of homeowner who likes the flexibility of tapping equity or restructuring your mortgage, putting
the home into an irrevocable trust can feel like handcuffs.

3. Medicaid rules and the 5 year lookback

Most clients start asking about irrevocable trusts when they hear about the Medicaid 5 year lookback. They want
to know how to avoid Medicaid 5 year lookback rules and keep the state from “taking the house.”

Reality is more nuanced.

The “5 year rule for irrevocable trusts” in Medicaid planning is that transfers to such a trust are treated as gifts. If
they occur within 5 years before you apply for Medicaid long term care, Medicaid can impose a penalty period
during which it will not pay for nursing home care.

Two key downsides often get overlooked:

First, the clock starts on the date you transfer the home into the irrevocable trust. If you create the trust at age 78
and enter a nursing home at 80, Medicaid may treat the transfer as if you tried to give away the house to qualify
and penalize you accordingly. You may have to private pay for a period or scramble to undo or rework planning
under pressure.

Second, Medicaid laws and regulations change. What is a valid structure today may be treated differently in 10 or
15 years. If your primary reason for making the home irrevocable is a perceived Medicaid loophole, you are
gambling that future law will continue to honor past structures. Often that works out, but it is not guaranteed.

There is also the emotional downside when children serving as trustees are asked to “spend their inheritance” to
cover a parent’s care during a penalty period created by the transfer. I have watched that strain families who never
really discussed this possibility.

4. Tax consequences can surprise people

Tax treatment depends heavily on how your attorney drafts the trust, but there are several common pitfalls.

A properly structured irrevocable grantor trust for a personal residence will usually preserve the step up in basis at
death, so your children can sell the house with little or no capital gains tax. That is one reason the question “Is it
better to leave a house in a will or trust?” rarely has a one size fits all answer. The right trust can keep probate out
of the picture while still preserving the income tax advantages.

However, poorly designed irrevocable trusts can:

Lose the step up in basis, leaving children with large capital gains bills when they sell.

Complicate the principal residence exclusion if the house is sold during your lifetime.



Create gift tax filing requirements if you transfer significant equity into the trust.

Put more of the income tax tracking burden on your trustees, who may already feel out of their depth.

On the federal estate tax side, the question “How much can you inherit from your parents without paying taxes?”
is often misunderstood. For many families, the federal estate tax exemption, currently in the multimillion dollar
range per person, means no estate tax is due. In those cases, creating an irrevocable trust solely for federal estate
tax reasons can be unnecessary and may introduce more complexity than benefit.

State estate or inheritance taxes can tell a different story, so local rules matter.

5. Family dynamics and trustee headaches

Choosing the wrong trustee is one of the most common inheritance mistakes. That is true for all trusts, but it is
especially painful when the main family home is involved.

Some recurring problems I see:

One child is named trustee over siblings and becomes resented for every decision, from whether to fund a new
roof to how quickly to sell the house after the parents die.

The parent names all children as co trustees, assuming equal is fair, and they end up deadlocked or, worse, not
communicating.

A child trustee’s divorce, bankruptcy, or substance abuse problem spills into trust administration, delaying or
clouding decisions about the home.

Clients also ask, “Who should I not name as a beneficiary?” In the context of an irrevocable trust that holds a
house, I usually caution against naming minor children directly without a clear management plan, individuals with
serious creditor or addiction issues, and, in some cases, in laws, unless the client has fully considered how that can
complicate things later.

A trust can absolutely protect against the wrong people getting control, but it can also institutionalize family
tension if the roles are assigned without clear communication and realistic expectations.

What about probate and bank accounts?
One of the driving forces behind irrevocable trusts is the desire to avoid probate. For the home, that can be very
sensible, especially in states where the probate process is slow or costly.

However, for many clients, we can avoid probate on most bank accounts without an irrevocable trust at all.

When people ask, “Which bank accounts avoid probate?”, the answers are usually simple:

Accounts with payable on death (POD) or transfer on death (TOD) designations.

Joint accounts with rights of survivorship, if used carefully and not just for convenience.

Accounts titled in a revocable living trust.

These are not perfect tools. Joint accounts, for example, can create problems if one child has access and others do
not, or if the joint owner has creditor issues. But they often avoid the need to put ordinary cash accounts into a
rigid irrevocable structure.

For many middle class families, a combination of a revocable living trust for non protected planning, smart
beneficiary designations, and only targeted use of irrevocable trusts where the benefits are clear, ends up more



efficient and easier to live with.

Irrevocable trust vs will vs revocable trust for the house
Clients usually frame the question as, “Is it better to leave a house in a will or trust?” That misses an important
nuance. A will leaves things outright, through probate. A revocable trust lets you bypass probate but offers little or
no asset protection for long term care. An irrevocable trust offers stronger protection but at a higher cost to your
flexibility.

When we look at “What is the best way to leave your house to your children?”, we weigh several factors:

Do you want them to receive the home outright, or held in trust for protection from divorce, creditors, or poor
money habits?

Are they likely to keep the home, or sell it quickly?

Is your bigger concern probate, taxes, or long term care costs?

Could a life estate deed, transfer on death deed, or properly funded revocable trust accomplish most of what you
want without the rigidity of an irrevocable trust?

For many clients with modest estates and no major health red flags, a revocable trust, good beneficiary
designations, and basic powers of attorney are what I would call comprehensive estate planning. It covers
incapacity, probate avoidance, and smooth transfer of assets, without moving the house into an irrevocable
structure.

I reserve irrevocable house transfers for situations where the specific benefits are likely, meaningful, and aligned
with the client’s deepest concerns.

When an irrevocable trust actually makes sense
For all the downsides, there are clear scenarios where putting your house into an irrevocable trust is not only
reasonable, it is one of the only tools that genuinely addresses the risk on the table.

Here are the three most common, and in my view, strongest reasons to use an irrevocable trust for your home:

1. Long term care and Medicaid asset protection, where you are willing to trade control now to shield the house
from possible nursing home recovery later.

2. Significant wealth or complex tax exposure, where shifting growth out of your taxable estate through gifts in
trust makes a major difference.

3. Protection for vulnerable beneficiaries, such as a child with special needs, addiction, or lifelong creditor
exposure, where holding assets in a well designed trust is more important than your own immediate flexibility.

Even in those cases, we still ask hard questions. For example, “Can a nursing home take your house if it is in a
trust?” The answer is, if the trust is drafted and funded properly, and the 5 year rule for irrevocable trusts has been
satisfied, Medicaid is far less likely to be able to force the sale of the home at your death to reimburse care costs.
But if the trust is sloppy, retains too much control in your hands, or is created too late, the protection may not
work.

Similarly, when people ask, “What are the only three reasons you should have an irrevocable trust?”, conversations
usually circle around these themes: long term care protection, tax planning for large estates, and protection for



vulnerable beneficiaries. If your motivation does not clearly fit into one of those, there is a good chance you are
taking on the downsides without enough upside.

Other planning questions that surface around the same table
The moment someone starts thinking about irrevocable trusts, other questions show up quickly.

People ask, “What should not be included in a will?” If an asset has a beneficiary designation, such as life insurance
or retirement accounts, or is already in a trust, it usually should not be left again in the will in a conflicting way.
You also generally do not want to place detailed trust terms for an irrevocable structure inside the will itself,
because wills go through court and can become public. Sensitive family details are better handled in separate trust
instruments.

Someone else will ask, “What is the 5 by 5 rule in estate planning?” That typically refers to a trust provision that
allows a beneficiary to withdraw the greater of 5 percent of the trust principal or 5,000 dollars each year without
triggering certain tax consequences. It can be useful in some irrevocable trust designs for children, but it is not
usually central to the decision about putting a personal residence into an asset protection trust.

Then there is gifting. Parents often want to know, “What is the best way to gift money to an adult child?” and
whether they should combine that with moving the house into a trust. Direct gifts, 529 college contributions, or
gifts to a separate irrevocable trust for the child can each have different pros and cons. Combining large cash gifts
with a home transfer into a Medicaid trust can, however, complicate the 5 year lookback and tax filings.

The broader theme is this: irrevocable house trusts rarely live in isolation. They sit inside a larger planning picture
that includes wills, revocable trusts, powers of attorney, retirement accounts, and sometimes life insurance and
business interests. Pulling one lever in isolation, just because a neighbor did, often produces more downside than
benefit.

Cost, practicality, and the value of a real consultation
There is no way to honestly answer “How much does it cost to have an estate planning attorney?” without some
range. For a straightforward will based plan in many parts of the United States, you might see fees starting in the
low thousands for a couple. For a more comprehensive estate planning package with revocable trusts, coordinated
powers of attorney, and healthcare documents, the range is often higher.

When you add in an irrevocable trust for the house, and careful Medicaid and tax analysis, fees usually rise again.
Depending on your jurisdiction and the complexity of your assets, it might be anywhere from a few thousand
dollars more to significantly higher if multiple trusts and entities are involved.

I remind clients that the “price” of an irrevocable trust is not just the legal fee. It is also the ongoing accounting,
potential tax prep, the practical loss of flexibility, and the emotional cost if family roles are misaligned.

On the other hand, the “price” of not planning can be losing a 400,000 dollar home to long term care costs,
leaving children tangled in probate fights, or accidentally disinheriting a vulnerable child. All of that is far more
expensive than a thoughtfully designed plan.

How to approach the decision
Instead of asking, “Is an irrevocable trust good or bad?” a better question is, “Given my health, assets, and family,
what is the least restrictive planning that responsibly addresses my real risks?”



That usually involves:

Talking candidly with an experienced estate planning attorney who regularly handles both revocable and
irrevocable structures, and who understands local Medicaid rules.

Being honest about your health, your family dynamics, and your tolerance for giving up control.

Weighing whether your goals could be met with a revocable trust, beneficiary designations, and tailored provisions
to keep inherited assets protected for your children, without moving the house into an irrevocable box.

Only opting for an irrevocable trust for the home if the benefits are clear, likely, and more important to you than
your retained control over the property.

The house you live in is not just a number on a balance sheet. It is where holidays happened, where you fixed leaks
at midnight, where children took first steps. Any plan that moves that home into an irrevocable structure should
honor both the financial and emotional reality of that choice.

Used in the right context, an irrevocable trust can be a powerful tool that protects what you have built and gives
your family more security. Used reflexively, it can quietly lock you into a future you did not intend. The honest
answer is that whether it is worth it depends less on the trust form and more on the match between that form
and your life.
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