People usually walk into my office asking how to protect the house. Not the car, not the checking account, not the
old boat, but the home they worked for over decades. Somewhere along the way, they hear that an irrevocable

trust is the magic answer.
Sometimes it is useful. Many times, it is not. And the downsides rarely get equal airtime.

What follows is how | explain the pros and cons in a real conference room, with real families, when we are deciding
whether to move a primary residence into an irrevocable trust. | will focus on the traps and tradeoffs, because

those are the parts that can cost you money, flexibility, and peace of mind.

What an irrevocable trust actually means for your house

When you put your house into an irrevocable trust, you are sacrificing control in exchange for potential benefits.
The trust, not you, becomes the legal owner of the property. A trustee manages it under the terms you set when

you create the trust.

Revocable trusts are common tools for probate avoidance. You stay in control during your lifetime. You can
change terms, replace trustees, amend beneficiaries. An irrevocable trust is very different. Once it is properly
funded and finalized, you usually cannot pull the house back into your personal name or unilaterally change who

receives it later.

People are often startled when they realize that “irrevocable” means what it says. If that makes you uncomfortable

already, pay attention. Most of the downsides stem from that loss of control.

The biggest misconception: “This will solve every problem”

The most common inheritance mistake | see is using a single tool to try to solve every concern at once. People
want one document that will avoid probate, reduce taxes, prevent family conflict, shield from nursing home bills,

and make children instantly responsible adults. No such document exists.

What is comprehensive estate planning? It is a coordinated set of documents, beneficiary designations, and
ownership choices that work together. A good plan usually includes, at a minimum, a will, healthcare directives,
powers of attorney, and some combination of beneficiary designations, trusts, and possibly business or insurance

planning.

Putting your house into an irrevocable trust might be one piece of that puzzle. It is not the whole picture. When
families try to make the trust carry every objective, they tend to overload it with conditions, create rigid rules, and

lock up an asset they later wish they had left more flexible.

Loss of control and flexibility over your home

The first and most personal downside is practical control. Clients often think, “I will put it in trust for protection,

but | will still use it the same way.” Sometimes that is true, sometimes not.
Here are the control issues that generate the most regrets:
If you want to sell

With many irrevocable trusts, you cannot simply list the house and sign a deed as you always have. The trustee

must sign, and the sales proceeds usually flow back into the trust, not into your personal checking account. If you



want to downsize or move to another state in ten years, the trust terms have to allow that. Poorly drafted

documents can freeze you in place or make every change a negotiation with your own children as trustees.
If you want to refinance

Mortgage companies and home equity lenders are not fond of complicated ownership structures. Refinancing a
home in an irrevocable trust can be difficult or impossible, depending on your lender and state law. | have watched
more than one client lose a favorable refinance because the bank’s underwriters did not want to lend to a trust

they did not fully understand.
If you want to change your mind about who inherits

Life changes. Children divorce, develop addictions, fall out of touch, or prove themselves more responsible than
you expected. With a revocable trust or a simple will, you can adjust beneficiaries as life unfolds. With an
irrevocable trust holding the house, changing the ultimate recipients can be extremely difficult, requiring court

approval or the unanimous consent of everyone involved, if it is allowed at all.

In short, your future flexibility is one of the prices you pay when you move your home into an irrevocable trust.

Tax surprises: income, capital gains, and gift tax wrinkles

Clients rarely ask about taxes on the front end, because the conversation is often driven by fear of nursing home

costs. Yet some of the most painful downsides of these trusts show up later on the tax side.

Capital gains and the step-up in basis

For many families, the house has appreciated significantly. If you bought your home for 120,000 and it is worth
450,000 when you die, your beneficiaries want what is known as a step-up in basis. That means their starting tax
basis becomes the value on your date of death, not what you paid decades earlier. When they sell, they may owe

little or no capital gains tax.

Depending on how the irrevocable trust is structured, you might accidentally forfeit or dilute that step-up. Some
asset protection style trusts are drafted in a way that keeps the property outside of your taxable estate. That can
help with certain types of planning, but if not carefully coordinated, it may prevent your children from getting a full

step-up. The details vary by jurisdiction and by the exact trust language, so this is not a do-it-yourself project.

Gift tax framing

When you put your house into an irrevocable trust and give up beneficial ownership, that is usually treated as a
gift. You may not owe immediate gift tax, because you are likely using part of your lifetime gift and estate tax

exemption, which for many people is more than enough.

But you are still making a gift. That matters when you ask: How much can you inherit from your parents without
paying taxes? In the United States, the federal estate and gift tax exemption is high enough that most middle-class
families do not pay federal estate tax at all. The bigger risk is not federal estate tax, but losing income tax

advantages like the step-up in basis or favorable treatment of a primary residence sale during your lifetime.

Medicaid planning: the 5-year rule and why timing matters

Most people who ask about irrevocable trusts are worried about long term care costs. The question usually arrives

in a blunt form: Can a nursing home take your house if it's in a trust?



What they are really asking is how Medicaid looks at transfers.

Medicaid has a 5 year lookback period for most transfers to individuals or certain types of trusts. What is the 5
year rule for irrevocable trusts in this context? If you transfer your house into an irrevocable Medicaid planning
trust, and then you apply for Medicaid within 5 years, Medicaid will treat that transfer as if you still had the asset,
and you may face a penalty period of ineligibility.

That is why people ask how to avoid Medicaid 5 year lookback rules and ask about a so-called Medicaid loophole.
The uncomfortable truth is that there is no magical loophole. There are legitimate strategies, but they must be
implemented early and thoughtfully. Trying to move the house into an irrevocable trust after a dementia diagnosis

or hospital crisis is usually too late for full protection.

There is also confusion with what some call the 7 year rule for trusts. That is primarily a UK inheritance tax concept,
where gifts made more than seven years before death may fall outside the taxable estate. In the U.S, the key
number for Medicaid lookback on transfers is five years, not seven, though some state level rules and estate

recovery practices differ.
The downside here is straightforward. If you transfer your home into an irrevocable trust:

* You lose full control now.
* You may not qualify for the intended Medicaid benefit if you need care sooner than expected.
e |f your health holds, you may question for years whether you gave up control too early.
| have had clients in their late 60s put a house into an irrevocable trust out of fear, then watch themselves stay

quite healthy into their late 80s. For twenty years, simple decisions about their own home required consulting a

trustee.

Cost, complexity, and professional fees

Another practical downside is cost. People often begin the conversation by asking: How much does it cost to have

an estate planning attorney, and is it worth it?

Fees vary widely by region and complexity. A very rough range in many areas for comprehensive estate planning,
including a will, powers of attorney, healthcare directives, and a basic revocable trust package, is often somewhere
in the low four figures for a married couple. Adding a well-drafted irrevocable trust with detailed Medicaid or tax

planning can substantially increase the price.
That is not just because attorneys like to write longer documents. Irrevocable trusts require:

® Extra time to understand your specific health, family, and asset picture.

Careful drafting to balance control, tax, and asset protection goals.

Coordination with your CPA and sometimes your financial advisor.

Ongoing administration, including separate tax returns in some cases.

If the only asset you are deeply worried about is a modest house, and you have limited liquid savings, the cost and
complexity of an irrevocable trust may outweigh the benefit. Sometimes a more modest plan, perhaps keeping the
house in your name, using a revocable trust to avoid probate, and addressing long term care through insurance or

realistic expectations, is more appropriate.

Probate, bank accounts, and what really needs a trust



A major selling point offered by non-lawyer marketers is that “everything must go into a trust to avoid probate.”

That is not true.

Which bank accounts avoid probate without a trust? Often, simple beneficiary designations, payable-on-death
(POD) instructions, or transfer-on-death (TOD) designations on investment accounts are enough. Retirement
accounts, such as 401(k)s and IRAs, already pass by beneficiary designation. Life insurance passes to named

beneficiaries outside of probate as well.

Your house may or may not need a trust, depending on your state. Some states allow a transfer-on-death deed,
which can name who receives the property at death without involving probate. For modest estates, a properly

structured will combined with beneficiary designations can keep the estate administration relatively smooth.

This matters when people ask: Is it better to leave a house in a will or trust? The honest answer is: it depends on
your state’s probate system, your family dynamics, and your planning goals. In many cases, a revocable living trust
is enough to avoid probate delays while preserving your control during life. Jumping straight to an irrevocable

trust is overkill for many homeowners.

The risk of freezing in unfair or outdated decisions

Irrevocable trusts work poorly for families that are still in flux. If you set rigid terms at 62, but your children’s lives

are still changing rapidly, you are essentially gambling that your guesses about their futures will hold.
Here are scenarios | have actually seen:

A child with a stable marriage at the time of the trust creation later divorces. Part of the reasons clients use trusts
is fear that a son- or daughter-in-law will indirectly benefit from family assets. If the trust gave that child too much

direct control over the house or proceeds, the divorce court might treat that interest as part of the marital pot.

A child who looked responsible in his 30s develops a gambling or substance problem in his 40s. He is named as
trustee of the parents’ irrevocable home trust, because everyone thought he was “the steady one.” By the time his

parents truly need decisions made about the house, he is the least trustworthy person involved.

The parent remarries. A trust set up in the first marriage might never have been intended to support a second

spouse, but with an irrevocable structure in place, the options for adjusting are limited.
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All of these are versions of one problem. An irrevocable trust assumes you can freeze your best judgment at one

point and live with it for decades.

Who you should not name as a beneficiary or trustee

Even when someone truly needs an irrevocable trust, careless choices about beneficiaries and trustees can turn the

plan into a problem. People often ask: Who should | not name as a beneficiary?
A short checklist helps my clients think more clearly here:

1. Anyone with significant creditor issues or ongoing lawsuits, because their inheritance might be exposed.

2. Individuals with active addictions or severe financial irresponsibility, if you plan to give them assets outright
instead of in a protective subtrust.

3. People who are receiving or will likely receive needs-based government benefits, who could lose eligibility if

they inherit directly instead of through a properly structured supplemental needs trust.

4. Former spouses or partners, unless there is a very specific legal reason to do so, since that can complicate

your current family’s security.

5. Very young adults, if your goal is long term stability rather than an 18-year-old suddenly owning a share of a

house.

The same ideas apply, with some variation, to choosing trustees. Someone can be a beloved child or sibling and

still be the wrong person to manage a complicated, long term irrevocable trust that holds the family home.

What not to put in a will and what not to force through the house

When people start using an irrevocable trust for their house, they often cram unrelated instructions into their will
or into the trust language. That is where | usually pause them and explain what should not be included in a will or

forced into the terms of a home trust.

You should not put day-to-day financial account passwords, highly detailed funeral instructions that may be
needed before the will is read, or instructions that conflict with beneficiary designations on retirement accounts or
life insurance. Those assets pass outside the will. Conflicting instructions create confusion and, sometimes,

litigation.

Likewise, do not try to use the house as the tool to equalize everything among the kids if your other assets are
not coordinated. One child may live nearby and handle your care. Another lives across the country. If the house is
in an irrevocable trust that forces an immediate equal sale, no discretion, you prevent the on-the-ground child

from buying it affordably or living there a while, even if that would be fair given their caregiving role.

Comprehensive estate planning solves these issues by looking at the whole balance sheet, not just the deed.

Better ways to help children: gifts, planning, and timing

Parents often say, “I just want the kids to have something, and | heard the trust is the best way to leave your
house to your children.” Sometimes that is true, particularly if you have a blended family, high liability risk, or truly

substantial assets.

Other times, the best way to leave your house to your children is more straightforward. A carefully drafted
revocable trust, a transfer-on-death deed where allowed, or simply selling the home late in life and splitting

proceeds through your estate may be cleaner.



If you want to help financially while you are alive, the question becomes: What is the best way to gift money to an
adult child? Often, modest cash gifts within the annual gift tax exclusion, contributions to a grandchild’s education
plan, or help with a down payment, combined with clear communication, are more effective than putting the entire

roof over your head into an irrevocable structure.

And for those worried about taxes on gifts and inheritances, remember that for most U.S. Families, federal estate
taxes are not the main threat. For many clients, the bigger financial risks are long term care costs, poor investment

decisions, or family conflict, none of which are solved automatically by an irrevocable house trust.

So when does an irrevocable house trust actually make sense?

Given all of these downsides, why do attorneys use irrevocable trusts at all? The answer is that, in the right fact

pattern, they are powerful. You just need to be honest about the narrow reasons they are worth the tradeoff.

What are the only three reasons you should have an irrevocable trust that holds your house? Different lawyers

would frame the list differently, but in my practice, the justifications usually fall into a small set of categories:

1. Long term Medicaid or long term care planning, started early enough that the 5 year lookback will be
satisfied, for a client comfortable sacrificing some control now to protect against future care costs.

2. High net worth or special tax planning, where removing assets from the taxable estate or segmenting growth
outside the estate is meaningful, and the client already anticipates a taxable estate under current or expected

future exemption levels.

3. Serious liability or asset protection concerns, such as a profession with a high risk of lawsuits, or family
circumstances that justify placing the home beyond reach of predictable, non-fraudulent future creditors, in

compliance with state law.

Even then, this is not a one size fits all decision. In many cases, the home is only one piece of what goes into such

a trust, or it is intentionally left out to preserve flexibility, while other assets are used for planning.

Final thoughts from the conference room

After decades of watching families deal with both the benefits and the downsides of irrevocable trusts, here is how

| see it.

If you are relatively young, reasonably healthy, and primarily worried about “what might happen someday,”
freezing your house inside an irrevocable trust can be like putting your car in a museum exhibit while you still need

to drive it. Theoretical protection is not always worth real-world restrictions.

If you have clear risk factors, a realistic timeline, and a willingness to sacrifice some control, then under the
guidance of an experienced estate planning attorney and a tax professional, an irrevocable trust can be a valuable

tool, especially in the long term care context.

The real key is to treat your house, not as a puzzle piece to hide, but as one asset within a broader plan that
matches your actual life. When you do that, you may still decide to use an irrevocable trust. Comprehensive Estate
Planning Attorney Near Me You will just do it with your eyes open to the cost, complexity, and loss of flexibility

that come with putting your home behind that particular legal wall.
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