
When families first sit down in my office to talk about nursing homes and Medicaid, the emotional mix is almost
always the same: worry about a loved one’s health, fear of losing the house, and confusion about who to trust for
advice. Many have heard bits and pieces from friends or the internet about irrevocable trusts, the Medicaid 5 year
lookback, or a so‑called Medicaid loophole, but very few really understand how the pieces fit together.

The hard truth is that long‑term care can quietly dismantle a lifetime of savings if you do not plan with intention.
The hopeful truth is that with good timing and careful design, you can often protect a great deal, support a
spouse, and still get your loved one the care they need.

This is the perspective of an estate planning attorney who has watched families navigate these issues in real time,
not theory. Let us walk through the practical questions you should be asking about nursing homes, Medicaid, and
trusts, and what a seasoned lawyer nearby would want you to understand before you make irreversible moves.

The real cost of nursing home care and why Medicaid matters
Most people underestimate the cost of long‑term care. In many parts of the United States, a semi‑private nursing
home room costs between $8,000 and $12,000 per month. In higher‑cost states, I routinely see $13,000 or more.
Assisted living is often a bit lower, but still substantial.

Medicare does not pay for extended nursing home stays. At best, it offers short‑term rehabilitation coverage
under specific conditions. Private long‑term care insurance can help, but many people do not have it, or the policy
limits are modest.

That leaves three basic ways to pay:

Private pay from your own assets and income, VA benefits if you qualify, and Medicaid.

Medicaid is the primary program in this country that covers long‑term custodial care. It is needs‑based. You must
meet strict asset and income limits. The rules are unforgiving if you transfer assets at the wrong time or in the
wrong way. This is where trusts, the 5 year rule for irrevocable trusts, and good advice become critical.

What comprehensive estate planning really means in this context
People often ask: What is comprehensive estate planning, and why does my lawyer keep talking about nursing
homes when I just want a simple will?

Comprehensive planning means we are not only thinking about who gets what after you die. We are also thinking
about:

what happens if you need help paying for care

how to protect a spouse still living at home

how to keep children from fighting later

how to reduce taxes and avoid avoidable court proceedings

For an older client, or someone with health issues, a comprehensive plan typically includes several layers:

A will, so there is a clear legal roadmap for anything that does go through probate.

One or more trusts, often including a revocable living trust for probate avoidance, and sometimes an irrevocable
trust designed with Medicaid and asset protection in mind.



Financial powers of attorney and health care directives, so someone you trust can act quickly while you are alive
but incapacitated.

Asset titling and beneficiary designations aligned with the plan, so your bank accounts, retirement funds, and life
insurance move smoothly to the right people or trusts.

In other words, a comprehensive plan is not a single document. It is a coordinated set of decisions, customized to
your family, your health, and your goals.

How much does it cost to have an estate planning attorney?
The most honest answer is that it depends on the complexity of your situation and your location. In my own
practice and in those of colleagues:

Simple wills and basic powers of attorney for an individual might start in the $500 to $1,200 range.

Revocable living trust packages for a couple, with coordinated deeds and powers of attorney, often run from
$2,000 to $4,000.

Planning that adds Medicaid‑oriented irrevocable trusts, caregiver contracts, or tax‑driven strategies can range
from $4,000 to $8,000 or more, especially if multiple properties or business interests are involved.

Hourly work to troubleshoot beneficiary problems, fix poorly drafted old trusts, or respond to a Medicaid penalty
period might be billed separately.

The more important question, in my view, is not “How much does it cost to have an estate planning attorney?”
but “What does it cost to not have one when you are facing a $10,000 per month nursing home bill?” Losing even
a single year of potential Medicaid eligibility because of a mistake can cost more than a decade of good planning.

You should expect an attorney to quote fees clearly, explain the scope of what is included, and tell you when your
case requires more than a standard flat‑fee package.

Trusts, your home, and the nursing home question
One of the questions I hear most often is: Can a nursing home take your house if it is in a trust?

To unpack that, you have to separate three ideas:

Who owns the house for Medicaid eligibility purposes.

Who owns the house for estate recovery purposes after you die.

What type of trust we are talking about.

Generally, if your house estateandtrustlawyer.com Comprehensive Estate Planning Attorney Near Me is titled in
your name or in a revocable living trust that you control, Medicaid will treat it as your asset for eligibility purposes,
subject to specific exemptions. In many states, a primary residence up to a certain equity limit is not counted while
you are alive, as long as you intend to return home or a spouse lives there. However, after your death, state
Medicaid programs often seek estate recovery against your probate estate. That is where the house becomes
vulnerable.

An irrevocable trust can change this, if it is structured and timed correctly. If you place the home into a properly
drafted irrevocable trust, and you survive the applicable lookback period (5 years in most states, 2.5 in a few), then
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as a general rule the home in that trust will not be counted as your asset for Medicaid eligibility and will not be
reachable for estate recovery after your death. That is the theory. In practice, the drafting must be meticulous.

There is no single Medicaid loophole that magically hides everything. Instead, there are legitimate planning tools,
like irrevocable trusts, that must comply with the federal and state rules.

The 5 year rule for irrevocable trusts and how to avoid Medicaid 5 year
lookback problems
When people ask, How to avoid Medicaid 5 year lookback problems, they are really asking how to avoid transfer
penalties. Medicaid examines financial transactions over a lookback period, usually 60 months for nursing home
coverage. If you give away assets or transfer them to a trust for less than fair market value during that window,
you may trigger a penalty period during which Medicaid will not pay for your care.

So what is the 5 year rule for irrevocable trusts? If you transfer your house or other assets into an irrevocable trust
and then apply for Medicaid within 5 years, Medicaid treats that transfer like a gift. They total the value of the
transfers, divide it by a state‑specific “penalty divisor” (often around $8,000 to $10,000 per month), and you are
disqualified for that many months. You will be expected to private pay for that period.

To successfully use an irrevocable trust for Medicaid planning, you need to get assets into the trust and then get
through the entire 5 year lookback without needing nursing home Medicaid. That is the planning challenge. Start
too late, and you may create more problems than you solve.

Families sometimes ask if there is a shortcut, a Medicaid loophole that lets you bypass this rule. There are specific
exceptions, such as transfers to a disabled child, a caretaker child who has lived with you and provided care under
strict conditions, or to a spouse, but those are limited and highly fact‑dependent. They are not loopholes so much
as policy‑driven exceptions, and misusing them can backfire.

The 7 year rule for trusts and how it fits in
Some people have heard of a 7 year rule for trusts, often from reading about UK inheritance tax rules or older
discussions of Medicaid. In the United States, the key Medicaid transfer lookback for nursing home care is 5 years,
not 7. A 7 year rule may enter U.S. Conversations in one of two ways.

First, some states or programs used to have different timelines historically, so older relatives might refer to a 7
year rule out of habit. Second, financial advisors sometimes confuse foreign rules or generic asset protection
timelines with Medicaid’s specific lookback.



For practical nursing home and Medicaid planning in most of the United States, the number you care about is 5
years. If someone advises you to “just get it into a trust 7 years before you need care” without explaining your
own state’s rules, that is a red flag that they may not really be versed in Medicaid specifics.

When an irrevocable trust actually makes sense
People sometimes ask, What are the only three reasons you should have an irrevocable trust? I would not say
there are only three, but in the nursing home and Medicaid context, three big motivations come up repeatedly:

Shielding assets from future long‑term care costs and Medicaid estate recovery.

Providing long‑term management and protection for beneficiaries who are minors, disabled, or financially
vulnerable.

Planning for taxes or liability exposure, such as life insurance trusts in taxable estates, or asset protection for
high‑risk professions, in states where that is allowed.

Used well, an irrevocable trust can be one of the most powerful tools in the box. Used carelessly, it can be a
financial straitjacket.

You should be very clear on what you are giving up. What is the downside of putting your house in an irrevocable
trust? You are generally surrendering direct control and the ability to change your mind easily. You cannot just pull
the house back into your own name or sell it and pocket the cash. The trustee controls it for your benefit and for
the beneficiaries named in the trust, under the terms you locked in.

I have had more than one client come in after signing a one‑size‑fits‑all irrevocable trust from a seminar and
realize that they no longer have practical access to money they may genuinely need. Undoing that can be difficult



or impossible.

Before you sign, ask the drafting attorney detailed questions about access to income, ability to sell or refinance the
property, who can change trustees, and how distributions to you might affect Medicaid.

Wills, revocable trusts, or irrevocable trusts for the house?
Another common question: Is it better to leave a house in a will or trust, and what is the best way to leave your
house to your children?

There is no single correct answer. It depends on your goals.

If your primary focus is simplicity and you are not worried about nursing home care, leaving the house in a will can
work. The downside is probate, which can delay or complicate transfers. The upside is that you retain full control
while alive.

A revocable living trust can avoid probate and provide smoother management if you become incapacitated. It also
gives privacy. However, from Medicaid’s perspective, assets in a revocable trust are still counted as yours. It does
not shield the home from nursing home costs or estate recovery.

An irrevocable trust, as described earlier, can protect the house from future Medicaid claims if properly structured
and timed, but at the price of giving up control now.

For many families, the best way to leave the house to children is a combination: title it into a revocable living trust
for probate avoidance and disability management, and then make peace with the fact that if you are later facing
long‑term care, you may need a fresh strategy or may intentionally decide to spend down.

For others, especially those with a strong family history of long‑term care needs and assets large enough to justify
the complexity, early use of an irrevocable trust is worth it.

One thing I rarely recommend is putting children directly on the deed as co‑owners while you are alive, without a
trust. That can create creditor, divorce, and tax problems, and it can complicate Medicaid too.

Bank accounts, probate, and Medicaid
Clients are often surprised when I ask them to bring a list of every account they own, with beneficiary
designations. Which bank accounts avoid probate? The answer is: those with valid beneficiary designations,
transfer‑on‑death instructions, or joint survivorship titles. For example, an account that is “payable on death” to a
child will usually pass outside probate.

Here is where comprehensive planning matters. If all your accounts are already set to transfer directly to
individuals, your beautifully drafted will or trust may be largely irrelevant as to those dollars. That creates plenty of
opportunity for accidental disinheritance or unequal treatment.

It also creates potential traps for Medicaid. If, for instance, you add a child as a co‑owner years before you need
care, the way your state treats that for eligibility and transfer‑of‑asset rules may differ Comprehensive Estate
Planning Attorney Near Me from what you expect. Some states consider adding a joint owner a partial gift if
they are not contributing their own funds.

Thoughtful planning synchronizes your accounts with your written documents, and considers how each item will
be viewed by Medicaid, the probate court, and the IRS.
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Beneficiaries and the most common inheritance mistake
When I review existing plans, the single most common inheritance mistake I see is mismatched or outdated
beneficiary designations. People update a will when the kids are young, never touch their retirement accounts for
25 years, then add one child to a bank account “for convenience” and unintentionally cut out the other two.

So when someone asks, Who should I not name as a beneficiary, my answer is less about specific people and more
about roles and circumstances.

You generally should not name minor children directly on life insurance or retirement accounts, because they
cannot legally own assets. This forces court involvement.

You usually should not name someone who receives means‑tested government benefits without considering a
supplemental needs trust, because an outright inheritance might disqualify them.

You should be very cautious about naming a person who is in deep debt, active bankruptcy, or a rocky marriage,
unless their share is held in a protective trust.

You should not name a person you do not trust as both trustee and beneficiary of a complex arrangement
without checks and balances.

It is better to pair sensitive beneficiaries with thoughtfully drafted trusts and competent trustees.

What should not be included in a will
People often try to cram everything into a will, then are surprised when certain items do not do what they
expected.

Some examples of what should not be included in a will:

Instructions that conflict with beneficiary designations on retirement accounts or life insurance. Those designations
control, not the will.

Property you own in joint tenancy with right of survivorship. That usually passes to the surviving co‑owner,
regardless of what the will says.

Assets already in a trust. The trust terms control their distribution.

Highly detailed instructions for medical care, which belong in separate health care directives.

Lists of personal property that change frequently, unless your state lets you reference a separate, amendable
memorandum. Even then, you want to keep the will itself more stable.

Your will should coordinate with, not fight against, the rest of your plan.

Taxes, inheritances, and gifts to adult children
Another recurring worry: How much can you inherit from your parents without paying taxes? For most Americans,
the answer is “a lot more than you think.” At the federal level, there is no inheritance tax. There is an estate tax,
but the exemption through 2025 is very high (in the multi‑million‑dollar range per person). Some states have their
own estate or inheritance taxes at lower thresholds, so local rules matter.

The beneficiary usually does not pay income tax on an inheritance of cash or most property. The main exceptions
involve retirement accounts like traditional IRAs or 401(k)s, where the funds have not been taxed yet. Those
distributions are typically taxable income to the beneficiary, though spread out under required distribution rules.



When parents want to start helping children before death, they ask, What is the best way to gift money to an
adult child? There are several trade‑offs.

One practical approach is modest annual gifts that stay within or near the annual exclusion amount, combined
with clear communication about fairness among siblings. Larger one‑time gifts may make sense in some tax or
Medicaid planning situations, but they can trigger the Medicaid lookback if you later apply for nursing home
coverage.

A carefully drafted irrevocable trust can sometimes receive and hold assets for children in a way that protects them
from creditors or divorces, but that is more infrastructure than many families need if the goal is simply a down
payment on a house.

The key is alignment. If you are contemplating an irrevocable trust for your own Medicaid planning, big gifts to
children directly might undercut that plan. Your attorney should look at the whole picture, not just one
transaction.

The 5 by 5 rule in estate planning and why it occasionally matters
The 5 by 5 rule in estate planning usually shows up in the context of withdrawal powers in trusts. It refers to a
provision that allows a beneficiary to withdraw the greater of $5,000 or 5 percent of the trust principal each year.

This type of clause can have tax and asset protection implications. Used properly, it may help preserve certain tax
benefits or qualify transfers as “present interest” gifts. Used casually, it can give a beneficiary more access to
principal than the grantor really intended.

From a Medicaid and nursing home perspective, the 5 by 5 rule can matter if the person holding that withdrawal
right later needs long‑term care. Medicaid might treat that annual right as an available resource, depending on
state interpretation. So when drafting irrevocable trusts for asset protection, experienced attorneys are very
deliberate about when, whether, and how to use 5 by 5 powers.

It is a useful example of why copy‑paste trust drafting from generic forms can be dangerous. Small technical
clauses can have big real‑world consequences.

A brief comparison: will‑based plan, revocable trust, and irrevocable
trust for nursing home concerns
When people are trying to choose a path, it sometimes helps to see the trade‑offs side by side. This is a simplified
comparison, not a substitute for tailored advice:

1. A basic will‑based plan

Typically lowest upfront cost. Assets go through probate unless they have beneficiary designations or joint
titles. No special protection from nursing home costs. Medicaid planning is mostly reactive if you need care.

2. A revocable living trust plan

Higher upfront setup cost than a simple will. Avoids probate if properly funded. Makes incapacity
management easier. For Medicaid, assets are still countable, so it does not by itself solve nursing home
exposure. Good for privacy and family logistics.

3. An irrevocable trust that is Medicaid‑oriented



Higher complexity and cost to design. Requires early action to beat the 5 year lookback. Can protect home
and other assets from future Medicaid and creditors, but at the price of reduced control and flexibility. Not
suitable for everyone, but powerful for the right families.

Most clients end up blending elements. For example, a revocable trust for general estate administration plus a
carefully sized irrevocable trust holding the home and a portion of savings, created early enough that the 5 year
clock is realistic.

A short checklist before you sign anything
Here is a compact list of questions to ask yourself and your attorney before you commit to a specific plan
involving nursing homes, Medicaid, and trusts:

1. Timing

Realistically, how many years do you think you might have before needing long‑term care, and how does that
compare to the 5 year lookback?

2. Control

What control are you willing to give up over your home and savings today in order to potentially protect
them later?

3. Spouse and family dynamics

Is there a spouse at home to protect, children with special needs, or family conflict that affects who should
serve as trustee or agent?

4. Tax and transaction impact

How will your plan affect property tax, capital gains, and inheritance tax exposure, and what happens if you
want to sell or downsize?

5. Cost versus risk

How much are you spending on planning, and how does that compare to your likely exposure to nursing
home costs over time?

If the person advising you cannot walk through each of these with real‑world examples, it is worth getting a
second opinion.

Thoughtful planning for nursing homes, Medicaid, and trusts is not about beating the system. It is about
understanding the rules clearly enough to make honest choices: what to protect, what to spend on care, and how
to leave your family with clarity instead of chaos. An experienced estate planning attorney near you should be a
guide through that terrain, not a salesperson for a one‑size‑fits‑all trust.
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