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[CALCULATING LIFE ESTATE TRANSFERS/TERMINATIONS
Under a life estate, an individual retains life estate interest in a real estate property until death.  Apply transfer of resource policy to property, including homestead property, in which ownership was transferred to another individual while retaining life estate interest in that property OR if the property was sold and the life estate interest was terminated. 
NOTE:  A life estate interest in a property entitles an individual to income produced by the property. Income producing life estates must be sent to DMS for review.  Forward all pertinent information to MSBB for DMS determination.  DMS will advise how the income is considered.  
When property belonging to the member is TRANSFERRED during the look back period, but Life Estate interest is retained:
A transfer of resources occurs whenever the value of the transferred property is greater than the value of the life estate.  
A.  Use the following steps to determine the value of the transferred resource at 
the time of the transfer:

1.
Determine the market value at the time of transfer of the transferred 
property.
2.
Calculate the recipient's age at the time of transfer.  Use that age to 
select the Life Estate Factor from the Life Estate Table in MS 2056.
3.
Multiply the property value by the Life Estate Factor to get the transfer of 
resource amount.


Example:  Mom, age 79, is in a Nursing Facility.  She deeded her $78,000 
homestead to her children 2 years ago but retained a life estate interest.  
Her representative has come in to apply for Medicaid.  To calculate the 
Life Estate Transfer, take the following steps:



Step 1:




Value of property at time of transfer



      $78,000




Age at time of transfer (79-2) 





     77




Life Estate Factor (Vol. IVA, MS 2056)



        .51258



Step 2:



Value of property
$78,000




Life Estate Factor
x.51258



Transfer of resource amount




 $39,981.24


The result is the value of the transferred resource at the time it 
was transferred. Use this amount when determining the 
transferred resource penalty period, per MS 2080.


B.  Use the transfer of resource amount from the calculation in the example 
above to determine the current value of a life estate in the following steps:
1.
Divide the transfer of resource amount ($39,981.24) by the number of 
years of life expectancy determined from the Life Expectancy Table in Vol. 
IVA, MS 1900, to get the yearly value of the property. 


Based on the EXAMPLE in A.3 above:


Step 3:




Transfer of resource amount




  $39,981.24




Divided by years of life expectancy (based on age 77)

 10.96 




Yearly value of property





   $3,647.92 

2.
Multiply the yearly value of property ($3,647.92) by the number of years 
remaining in the individual’s life expectancy since the transfer to get the 
dollar amount of the current life estate.



Based on the EXAMPLE in A.3 above:



Step 4:




Yearly value of property





   $3,647.92



Remaining years of life expectancy



            8.96



Amount of current life estate




$32,685.36
When a property with Life Estate Interest is SOLD:

If the owner of the life estate signs a deed to allow the property to be sold, this action terminates the life estate interest and is considered a transfer if:


1.
The individual is NOT compensated for the fair market value (FMV) of the life estate interest; and 


2.
The transfer occurred within the look back period.

If the owner of the life estate is compensated for the FMV of the life estate interest, the proceeds are considered a countable resource.   

NOTE:  DMS must review case situations in which property with life estate interest is sold.  Forward all pertinent information to MSBB for DMS determination.]  

