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M1450.545 TRANSFERS INVOLVING LIFE ESTATES 
 
A. Introduction  This policy applies to the purchase of a life estate on or after February 8, 

2006.   
   
B. Policy   Funds used to purchase a life estate in another individual’s home on or after 

February 8, 2006, must be evaluated as an uncompensated transfer unless the 
purchaser resides in the home for at least 12 consecutive months.  If the 
purchaser resides in the home for less than 12 consecutive months, the entire 
purchase amount will be considered a transfer for less than fair market value. 
 

For Medicaid purposes, the purchase of a life estate is said to have occurred 
when an individual acquires or retains a life estate as a result of a single 
purchase transaction or a series of financial and real estate transactions.  

 

M1450.550 TRANSFERS INVOLVING TRUSTS 
 
A. Introduction  A transfer of assets into or from a trust may be a transfer of assets for less 

than market value.  See M1120.200 for trust resource policy, definitions 
pertaining to trusts, and for instructions for determining if the trust is a 
resource. 

B. Revocable Trust   
   

1. Transfer Into 
Revocable 
Trust 

 A transfer of assets into a revocable trust does not affect eligibility because 
the entire principal of a revocable trust is an available resource to the 
individual. 

   
2. Payments From 

a Revocable 
Trust 

 Any payments from the revocable trust which are made to or for the benefit 
of the individual are counted as income to the individual and are not 
transfers for less than market value. 
 

Any payments from the revocable trust's principal or income which are 
NOT made to or for the benefit of the individual are assets transferred for 
less than fair market value.   

   
3. Look-back Date  The look-back date is 60 months for assets transferred (payments made) 

from a revocable trust. 
 

EXAMPLE #4: Mr. B established a revocable trust with a principal of 
$100,000 on March 1, 1994.  He enters a nursing facility on November 15, 
1997, and applies for Medicaid on February 15, 1998.  The trustee has 
complete discretion in disbursing funds from the trust.  Each month, the 
trustee disburses $100 to Mr. B and $500 to a property management firm for 
the upkeep of Mr. B’s home.  On June 14, 1994, the trustee gave $50,000 of 
the trust principal to Mr. B’s brother. 
 

The $100 and $500 payments are counted as income to Mr. B.  Because the 
trust is revocable, the entire principal is a resource to Mr. B.  Because the 
trustee gave $50,000 away, the countable value of the trust is the remaining 
$50,000.  The transfer of the $50,000 to Mr. B’s brother is a transfer for less 
than fair market value.  The look-back date is February 15, 1993, which is 
60 months prior to February 15, 1998, the date Mr. B was both in an 
institution and applied for Medicaid.  The transfer occurred on June 14, 
1994 which is after the look-back date.  The uncompensated value is 
$50,000.  The penalty  

  


