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LIFE ESTATES TRANSFERS
What is a Life Estate?
A life estate, at common law is an 

ownership interest in real property (i.e land or a house) that ends when the owner dies. Since it ends at death, and the owner of the life estate cannot leave it to his heirs or convey a larger interest in the land than what the owner actually owns, a life estate is not an estate of inheritance. Life estates are measured either by the life of the owner of the estate, or by the life of some other person.

Why would I Create Life Estate Deed Transfer?
Many times, before facing illness and possible nursing home care, a person wishes to protect their house from Medicaid.  One possible way to protect the house from Medicaid, is through a Life Estate Transfer.

The owner of the property conveys 

part of his/her title in the property (the future interest) to his/her heirs (known as the Remaindermen) while retaining the ownership of the property during his/her life time.

What are the advantages of a Life Estate Deed Transfer?
There are several advantages to a Life Estate Deed Transfer:

1.
The property is not subject to probate when the life estate owner dies.

2
The Remaindermen benefit from a step-up in basis for capital gains taxes.

3.
You can remain in your home without fear that the Remaindermen can evict you.

4.
Medicaid does not consider the Life Estate to be an (available resource.(
5.
The ownership of the Life Estate is not subject to Medicaid Estate Recovery in New Jersey.

If I Create a Life Estate Deed Transfer Am I Still Eligible For Property Tax Relief?
Primarily Yes.  If you receive a 

Veteran(s reduction, you will no longer be eligible for that program.

What are the Disadvantages of a Life Estate Deed Transfer?
 One must be mindful of the look back period and the Medicaid transfer penalty rules. There may also be capital gains issues for the remaindermen should the property be sold during the life tenant’s life time. It is important to speak to an Elder Law Attorney before engaging in such a transfer. 
