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Many clients have a preconceived notion that they want to transfer their house to a child to “protect it 

from the nursing home.”  However, many people do not realize the numerous implications. Transferring 

a home requires a great deal of consideration.   

PRO:   

MAY protect the home against nursing home claims IF you make it past the 5-year lookback period, 

which is subject to change on the government’s whim. 

CONs:   

Your child could get divorced. The divorce will have an impact on the title to your home. 
 
Your child could die.  Your house would be subject to your child’s estate and could end up being owned 
by a son/daughter-in-law you may not get along with.   
 
Your child or his/her spouse could end up in the nursing home first.  Your house would need to be sold 
and spent to pay for that child/spouse’s care.   
 
Once you’ve given the house to your child, there is less incentive for that child to keep you in your 
residence and out of the nursing home.   
 
Your child could end up with creditor claims or in bankruptcy or with judgments against the real estate.  
 
If the home is sold during your lifetime, the child is entitled to the proceeds and the proceeds (because 
your house is typically not your child’s homestead) are subject to capital gains tax--whereas if you 
owned the house, the proceeds from the sale would usually not be subject to capital gains tax.   
 
Your child takes the house with your basis and does not get a step-up in the basis upon your death.  
What this means is that if you paid $50,000 for the house and you give the child your house during your 
lifetime, if your child sells the house for $100,000 after your death, there will be a capital gain of 
$50,000.  If your child inherits the house upon your death instead, they get a step up in the tax basis to 
what the house was worth as of your date of death.  If the child sells the house for $100,000 shortly 
after your death, s/he will have no capital gain.  If your child sells the house years later for $150,000 and 
the house was worth $100,000 at your death, s/he will have a $50,000 gain instead of the $100,000 s/he  
would have if you gifted it to her/him during your lifetime.   
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