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Irrevocable Trusts, Earl

Planning Could Save

Thousands of Dollars

Use of an irrevocable trust has several
advantages for those who like to plan ahead.
But first, what is an irrevocable trust? As the
term implies an irrevocable trust is one that
cannot be changed or revoked by the creator of
the trust and can be very useful in Medicaid
planning to preserve assets to pass on to your
heirs, and still control those assets held by the
trust during your lifetime.

Since all transfers or gifts made now carry with
them a 5 year look back for Medicaid purposes,
the use of an irrevocable trust will allow you to
transfer assets to the trust, and by doing so
avoid the transfer being considered a gift and
subject to the 60 month period. The test is
whether any portion of the trust may be
distributed back to you for any reason under any
circumstances. If there are no circumstances in
which the assets in which the assets you putinto
the trust can be distributed back to you, then
transferring those assets into the trust is not a
gift. In addition, any distributions from such a
trust to someone other than you are ignored..

If income can be distributed to you, in the
trustee's discretion, but is withheld for any
reason, that income is treated as a resource of
yours. The way to avoid this is for the trust to
distribute all such income to you or your spouse
so it does not accumulate.

Assume you are age 65 and believe that you are
in pretty good health with little likelihood of
needing nursing home care for many years.
However, you are concerned that if you did have
to go to a nursing home someday, the costs
would deplete your estate. Instead, you'd like to
leave your estate to your children, if at all
possible. So you set up an irrevocable trust and
you transfer $300,000 or a parcel of real estate

or even your home.

After five years have passed from the date you
transferred the money or property into the trust,
that transfer will be outside the five-year look
back period and thus cannot count against you
for Medicaid purposes. You can serve as trustee
of your own trust, so you will continue to manage
and control the trust assets for the rest of your
life. You can include a provision allowing
discretionary distributions to your children and
grandchildren out of the trust, giving you the
power to make gifts to them at any time in any
amount. If your home is in the trust , you can
reserve the right to live in the house for the rest
of your life. You as trustee, can sell the house,
or condo, and if there are extra proceeds from
the sale of the house, they would remain as part
of the trust, protected from Medicaid claims.

What if you needed income from the trust assets

to pay your living expenses, but still wanted to

insulate the trust assets should you ever need to

%a_pply for Medicaid? Consider an Income-Only
rust.

So long as you can receive the income and the
income trustee can never distribute any portion
of the trust principal to you, then the income is
countable as your income under the income
rules, but the principal of the trust is still not
countable as your property. So if you set up
such a trust and transfer some part or all of your
assets into the trust, once the five-year look back
period has passed the trust property will be
ignored when the Medicaid eligibility department
assesses your application. Once your are in a
nursing home, your trustee can change
investments so as to minimize the distributions of
income to you, Ordepending on the terms of the
trust, it may be possible for the trustee simply to






