
 

Your home is usually the most 
valuable asset that you own. Estate 
planning lawyers are frequently 
asked how one’s home can be 
successfully transferred to their 
children without the expense of 
probate court or exposure to the 
dreaded Medicaid lien for long term 
health care expenses. 

 
One of the most commonly used documents to address the 
preservation of your home is the deed with a Reserved Life 
Estate. This estate planning vehicle is used when you want 
to pass your home or real estate to someone upon your 
death and also protect the property from nursing home 
liens. This document may also make it possible for you to 
live in and maintain control of the property until your death. 
 
Let’s use the example of parents transferring ownership of 
the property to their two children. Upon recording the deed, 
the children become the lawful owners of the property 
subject to the parent’s life estate. 
 
What are the benefits of using a deed reserving a life estate 
as an estate planning tool? 
 

1.  Avoid Probate 
Upon your death, title to the real estate 
vests fully in your children, thereby 
avoiding the time, cost and expense of 
probate court. 

 
2. Protection from nursing home liens 

Reserving a life estate is a gift that triggers 
the five-year waiting period for Medicaid 
benefits. Five years after the deed is 
recorded, the look back period expires and 
Medicaid benefits can be obtained without 
having to sell your house or have a lien put 
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on it. Accordingly, this method is best 
utilized when it is unlikely that you or your 
spouse would be admitted to a nursing 
home within five years. 

 
3. Stepped-up basis 

Since your home remains an asset in your 
estate for estate tax purposes, at the time 
of your death, your heirs receive a 
“stepped-up” basis in the real estate. This 
means that the new basis is equal to the 
fair market value   of the property at the 
time of your death. 

 
As is often the case in life, along with the good comes 
some bad. There are some potential risks that parents 
should carefully consider prior to executing a deed with a 
reserved life estate. From the time you record the deed, 
should you ever wish to sell or mortgage the property, 
(including taking an equity loan,) all of the parties, (including 
yourself and your children,) must sign the necessary 
documents. If one party balks at signing, the transaction 
cannot take place. Some banks will not even entertain an 
application for a loan if a life estate is involved. 
 
From the time the deed is recorded, you have added new 
names to the title. Should any of your children experience 
financial or legal problems, such as divorce or bankruptcy, 
their interest in the property will be considered an asset in 
either of those proceedings. If one of your children causes 
an auto accident where others are injured and their 
insurance is not adequate to compensate the injured 
parties, your home could be the target of an attachment. 
 
It is wise to carefully assess the pros and cons of a deed 
reserving a life estate before transferring ownership of your 
property. It is also highly recommended that you consult an 
experienced estate planning or elder law attorney to assure 
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that you understand all the considerations and options 
available. 
 
 
Gary F. Bevilacqua, Esq. is a shareholder with Bacon 
Wilson, P.C. His primary area of practice is real estate, both 
residential and commercial. He also handles cases involving 
estates, estate planning, and personal injury. Bevilacqua  
can be reached at 413.562.6611; BaconWilson.com /
Attorneys/Bevilacqua.  
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