Families usually come to me about nursing home costs in one of two moods: slightly anxious but early enough to
plan, or panicked because a parent just fell, broke a hip, and will likely not go home again. The law treats those two

situations very differently. Timing, and paperwork, matter far more than most people realize.

This is where long-term care planning, Medicaid rules, and traditional estate planning collide. If you want to
protect your home and savings, you need to understand how these systems interact, not just how each works in

isolation.

The hard math of nursing home costs

Start with the numbers. In most parts of the United States, a semi-private room in a nursing home often runs
between $7,000 and $10,000 per month. In higher-cost areas, $12,000 or more is not unusual. A few months of

that may be survivable from savings. Several years can dismantle a lifetime of careful work.

A common misconception is that Medicare will pay for long-term care. It does not, at least not in the way many
people assume. Medicare may cover up to 100 days of skilled nursing after a qualifying hospital stay, and often far

less in practice. After that, you pay privately until the money is gone, or until you qualify for Medicaid.

That is the pivot point. Medicaid is the primary government program that actually pays for long-term nursing
home care, but it comes Comprehensive Estate Planning Attorney Near Me with strict financial rules and a

backward-looking review of your prior gifts and transfers.

Medicaid basics, the 5-year lookback, and the so-called loophole

Medicaid is a means-tested program. To qualify for long-term care coverage, your “countable” assets typically
must fall below a low threshold, often around $2,000 for a single person, though the exact figures vary by state.

Your home can be treated differently from other assets, which is where most of the planning occurs.

The “5-year lookback” is critical. When you apply for Medicaid, the agency reviews your financial records for the
previous five years. If they find gifts or transfers for less than fair market value, they impose a penalty period
during which Medicaid will not pay for your care. During that penalty period, you are expected to pay privately,

even if you no longer have the money you gave away.

Many people ask about “the Medicaid loophole.” What they usually mean is any legal strategy that reduces
countable assets, protects the home, and still qualifies them for benefits. There is no magic one-size-fits-all

loophole, but there are established planning tools:
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Medicaid-compliant annuities in some states, properly structured irrevocable trusts, carefully timed transfers, and
spousal refusal strategies in certain jurisdictions. Every one of these has strings attached and, done wrong, can

make things worse.

If you want to know how to avoid the Medicaid 5 year lookback, the honest answer is that you cannot erase it.
What you can do is plan more than five years in advance. Transfers into a properly designed irrevocable trust, if
completed and left alone for more than five years (in most states), will typically fall outside the lookback. Transfers

done three years before a crisis, in contrast, can trigger penalties at the worst possible moment.

The “5 year rule for irrevocable trusts” in this context simply means that assets moved into an irrevocable Medicaid
planning trust must usually sit there for five years before an application to be safely protected. During those years,

you do not control those assets as you once did, which is the trade-off.

Can a nursing home take your house, even if it is in a trust?
estateandtrustlawyer.com Comprehensive Estate Planning Attorney Near Me

This is one of the most emotionally charged questions families ask. Strictly speaking, the nursing home itself does
not “take” your house. The facility provides care. You or Medicaid pay the bill. The real issues are:

Medicaid eligibility while you are alive, and Medicaid estate recovery after you die.

If you own a house in your name, and you move into a nursing home, Medicaid may allow you to keep the home
as an exempt asset while you are alive, especially if a spouse, disabled child, or certain other relatives live there.
However, after your death, the state may try to recover what it paid for your care by placing a claim against your

probate estate. If the house passes through probate, it can be vulnerable.
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This leads to the next question: Can a nursing home take your house if it is in a trust? It depends on the type of
trust and how it is drafted.

If the house is in a revocable living trust, for Medicaid purposes you still control it and it is generally treated as
your asset. The revocable trust can be very helpful for probate avoidance and management, but it usually does not
protect the home from long-term care costs or estate recovery.

If the house is in a properly drafted irrevocable trust, and you have given up control and beneficial ownership in
the way your state’s law requires, then in many cases that home may not be considered your asset for Medicaid
and may not be subject to estate recovery. That protection is not retroactive. Transfers into such a trust within the

lookback period can generate penalties.

The downside of putting your house in an irrevocable trust is real. You lose direct control and flexibility. You usually
cannot sell it and keep the proceeds in your own name. You cannot change your mind and simply take the house
back. Refinancing can be much harder. If you name children as trustees and relationship dynamics shift, you have

fewer levers to fix the situation.

This is why many lawyers bristle when they hear over-simplified advice like: “The only three reasons you should
have an irrevocable trust are taxes, asset protection, and special needs planning.” Those are indeed the primary
categories, but each one covers a deep range of scenarios and trade-offs. A serious conversation about irrevocable
trusts always includes the risks, loss of flexibility, and the financial and emotional maturity of the people you place
in charge.

The 7 year rule for trusts: sorting U.S. Medicaid from other systems

People often mix up the 5 year Medicaid lookback with the 7 year rule for trusts they read about online. The 7
year rule for trusts is typically a United Kingdom inheritance tax concept, not a U.S. Medicaid rule. It refers to
potentially exempt transfers and how long you must survive after making a gift or transfer into certain trusts for

the asset to fall outside your taxable estate.

In the United States, the timing rules you are usually worried about for Medicaid are five years, not seven. If you
are seeing seven years mentioned in planning conversations about long-term care in the U.S., be cautious and
make sure the advice is grounded in your state’s actual law, not borrowed from another country’s tax system or

outdated materials.

Wills, trusts, and your home: which is better?
A core question in nearly every planning meeting is this: Is it better to leave a house in a will or trust?

A will is essentially a set of instructions to the probate court about who should receive your probate assets. If the
house is solely in your name when you die, the will governs who ultimately gets it, but your estate must usually go

through probate first. That can mean delays, court oversight, and public records.
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A living trust, by contrast, is a separate legal arrangement you create during your lifetime. If the house is properly
titled in the name of your trust, and you die, the successor trustee can transfer or sell the home according to the

trust instructions, typically without probate. That often means a smoother, faster process.

From an estate planning perspective, the best way to leave your house to your children is often to place it into a
well-drafted revocable living trust, retain control during your life, name a reliable successor trustee, and spell out
what should happen on your death. That approach avoids probate and allows for disability planning if you become

incapacitated.

For Medicaid planning, though, a revocable trust is usually not enough. The trust that works well for probate
avoidance may not shelter the home from long-term care costs. That is why comprehensive estate planning for
aging clients blends revocable tools for management with carefully considered irrevocable structures when asset
protection is a priority.

Which bank accounts avoid probate?

A related question is how to keep liquid assets from getting stuck in probate. Some bank and investment accounts
can pass directly to beneficiaries or co-owners and avoid probate entirely. Which bank accounts avoid probate in

practice?

Accounts with properly completed payable-on-death (POD) or transfer-on-death (TOD) designations generally
bypass probate and go straight to the named beneficiary. Joint accounts with rights of survivorship can also avoid

probate as to the deceased owner’s share, although they raise other issues.

Accounts titled in the name of a revocable living trust avoid probate as well, because the trust, not you

individually, owns the asset. Upon your death, the successor trustee manages or distributes the account under the



trust terms, usually without court involvement.

The mistake | see frequently is inconsistency. Clients set up a beautiful trust, but leave half their accounts in their
individual name with no beneficiary designations, so those assets end up in probate anyway. Coordination matters

more than clever documents.

What is comprehensive estate planning in this context?

People often ask, what is comprehensive estate planning? In my experience, that phrase gets thrown around
loosely. For an older adult who may eventually face nursing home care, comprehensive planning usually means

more than just a will.

It often includes a revocable living trust for probate avoidance and incapacity management, durable financial and
medical powers of attorney so trusted agents can act during life, carefully coordinated beneficiary designations for
retirement accounts and life insurance, and, when appropriate, an irrevocable trust or other structure for

long-term care and asset protection.

It also includes realistic conversations about taxes, family dynamics, who will actually do the work when you are

gone, and what trade-offs you are comfortable with. Documents are only part of the picture.

A related question is: How much does it cost to have an estate planning attorney? Fees vary widely by region and
by complexity. For a straightforward will-based plan, including powers of attorney, many attorneys charge a flat
fee somewhere in the range of a few hundred to a couple thousand dollars. A more complex plan with a revocable
trust, deed work, and detailed tax or Medicaid planning may run from several thousand dollars upward. Long-term
care and asset protection planning, especially involving irrevocable trusts, can cost more, but compare that to one
year of nursing home bills and the perspective shifts.

You should always ask an attorney for a clear explanation of their fee structure and what is included before you

commit.

The 5 by 5 rule in estate planning

The “5 by 5 rule in estate planning” usually refers to a common provision in certain irrevocable trusts that gives a
beneficiary a limited right to withdraw the greater of 5% of the trust principal or $5,000 each year. This is often
used with trusts that are trying to qualify for particular tax treatments, such as in some life insurance or gifting

strategies.

From a client’s perspective, what matters is that a 5 by 5 power can provide a bit of flexibility and access to funds
for a beneficiary, while still keeping the bulk of the trust protected or outside their taxable estate. It can also have
implications for Medicaid and creditor protection, depending on how it is drafted and whether the withdrawal

power is exercised.

You do not need to master the technicalities, but if your attorney mentions a 5 by 5 power, ask them to explain

what it means for control, taxes, and long-term care planning in your specific case.
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What should not be included in a will or named as a beneficiary

A will is not a catch-all document. Certain things should not be included in a will, or at least should be approached

with care.

You generally should not rely on a will to dispose of assets that already have beneficiary designations, such as
most retirement accounts and life insurance. Those contracts pay directly to the named beneficiaries, regardless of
the will. If you want coordinated planning, you adjust the beneficiary forms, not the will alone.

Cryptic instructions about “my online accounts” or “my safe deposit box contents” without access information and
context rarely work well. So do vague promises like “my caregiver knows what | want” instead of clear written

directions.

As for beneficiaries, clients sometimes ask: Who should | not name as a beneficiary? Common red flags are minor
children named directly on life insurance or retirement accounts, financially irresponsible relatives, beneficiaries on
government benefits who might lose eligibility if they inherit directly, or people you do not trust to manage
money but feel guilty about leaving out. In these cases, naming a trust as beneficiary and having a reliable trustee

manage distributions can be far safer than leaving the money outright.

Taxes, inheritance, and gifting to adult children

A frequent question is: How much can you inherit from your parents without paying taxes? At the federal level,
estate tax currently applies only to estates above a multi-million-dollar threshold, which has been in the range of
roughly $13 million per person in 2024, though that number is subject to change and may be reduced in future

years. Most families never hit that number.



States are another story. Some have estate taxes with much lower exemption amounts. A few have inheritance
taxes that apply based on who receives the property, not just the estate’s size. Children often receive at lower or

zero rates compared to non-relatives, but you must check your state rules or speak with a professional.

Income tax is separate. Traditional retirement accounts such as IRAs can create income tax issues for beneficiaries,

especially under the newer 10-year payout rules for many non-spouse heirs.

Many parents also ask: What is the best way to gift money to an adult child? For pure tax purposes, the annual
exclusion (often around $17,000 per recipient per year in recent years) lets you give without triggering a gift tax
filing requirement, though larger gifts can still be tax-free if you have not used up your lifetime exemption. For

educational support, paying tuition directly to an institution can be especially efficient.

When long-term care planning is part of the picture, timing and documentation matter more than squeezing
every last dollar of tax efficiency. Large gifts inside the Medicaid lookback can cause serious problems later. Even
small, regular gifts can become an issue if a caseworker decides they were part of a deliberate pattern to qualify for

benefits.

Common inheritance mistakes | see clients make

Here is where experience at the conference table, and in court, pays off. When people ask what is the most
common inheritance mistake, it is tempting to pick only one. In reality, a small cluster of predictable errors causes

most of the avoidable pain.
Some of the most serious problems arise from:

* Assuming a simple will is enough, ignoring beneficiary designations, joint accounts, and trust opportunities

® Putting one child’'s name on the house or bank account “for convenience,” creating unintended disinheritance

or creditor risks

* Waiting until a health crisis hits to think about Medicaid, then making rushed transfers inside the lookback

period

* Naming the wrong people as beneficiaries or fiduciaries, simply to avoid hurt feelings, even when they are

clearly not suited to the role

® Relying on internet forms or generic documents that are not adapted to state-specific rules or long-term care

realities

Notice that most of these have nothing to do with exotic tax devices. They are coordination and timing failures.

Protecting the home: practical ways to avoid probate and reduce risk

If your primary concern is, “Will my kids lose the house if | end up in a nursing home?”, the answer may turn on

both probate law and Medicaid rules.

From a probate perspective, keeping the home out of your individual name at death is the key. A home that
avoids probate is generally harder for estate creditors, including Medicaid estate recovery, to reach, although state

rules vary.
Common methods to achieve that include:

¢ Titling the home in a revocable living trust with clear successor provisions
® Using a transfer-on-death deed, where available, to pass the home directly to named beneficiaries

* Recording a life estate deed with remainder beneficiaries, while understanding the control and tax ramifications



* Using a properly drafted irrevocable trust when long-term care asset protection is a priority

Each of these tools has its own quirks. For example, a life estate deed can protect the home from probate and, in
some states, from certain creditors, but it can also make it difficult to sell or refinance later without involving the
remainder beneficiaries. A revocable trust keeps control in your hands but does not by itself solve Medicaid

spend-down issues.

A direct transfer of the house to children while you are alive often backfires. Parents lose control, face capital gains
issues for the children, and expose the home to the children’s divorces, lawsuits, or bankruptcies. The “quick and

easy” solution is rarely the safest.

Finding the right attorney near you

Internet research can help you frame the right questions, but local law controls most of the details. If you are
searching for an "attorney near me” to talk about nursing home costs, Medicaid, and protecting your home, focus

less on the website buzzwords and more on their actual experience.
Key questions to ask in an initial consultation include:

* How often do you handle Medicaid applications and long-term care planning, not just wills and basic trusts?

* What is comprehensive estate planning in your practice, and how do you integrate Medicaid, tax, and family
dynamics?

* How much does it cost to have an estate planning attorney in your firm prepare both traditional estate
documents and, if needed, an irrevocable trust?

* How do you charge for ongoing help if circumstances change, such as a sudden nursing home admission?

* What experience do you have coordinating with financial advisors, care managers, or tax professionals in

complex family situations?

You are looking for someone who can explain complex topics clearly, who does not oversell “loopholes,” and who is
candid about trade-offs. The best plan is not the fanciest one. It is the one that matches your health, your assets,

your family, and your tolerance for giving up control.

Pulling the threads together

Nursing home costs, Medicaid rules, and estate planning are not three separate industries. For families in their 60s,
70s, and 80s, they are different faces of the same problem: how to live with dignity, get the care you need, and still

leave something meaningful behind.

The law offers powerful tools, from revocable and irrevocable trusts, to beneficiary designations that keep assets
out of probate, to carefully drafted gifting and tax strategies. Those tools can help you answer practical questions

such as:

Is it better to leave a house in a will or trust? Which bank accounts avoid probate? What is the 5 year rule for

irrevocable trusts? How can | structure gifts to my adult children without sabotaging future Medicaid eligibility?

The right answers depend on personal facts and local rules. What you control is timing. Early, thoughtful planning

gives you more options. Crisis planning narrows them.

If you remember anything, let it be this: do not wait for the broken hip or the sudden diagnosis. Sit down with a

qualified estate planning and elder law attorney while the choices are still yours to make.
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