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Why Special Needs? 



Why Special Needs? 



People Tools Foundations 

Educate yourself about special needs 
issues and planning tools 

http://www.istockphoto.com/file_closeup/people/5929126-senior-struggle.php?id=5929126�


A generation ago, 
families did not 
talk about their 
special needs 

members 

People 

http://www.istockphoto.com/file_closeup/people/5929126-senior-struggle.php?id=5929126�


What does the 
landscape  

look like today? 



Startling numbers point to increase in 
families who need your help 



The numbers of associations and 
foundations keep growing 

Car Accident Survivor 

Traumatic Brain Injury 

Williams Syndrome 

Global Developmental Delays 

Blindness 

Dyslexia 

http://www.add.org/index.html�
http://coc.nationalmssociety.org/site/PageServer?pagename=COC_homepage�
http://www.angelman.org/angel/�


First generation of special needs 
individuals to outlive their parents 

http://seattletimes.nwsource.com/�


Individuals 
With Special 

Needs Want a 
High Quality 

of Life 

Independence 

Self 
Determination 

Social 
Life 



Advisors have a 
greater duty to 

their clients than 
any other time in 

our history 



Allied 
professionals 

required to make 
special needs 

plans work 



 

 

 

 

 

 

 

Financial Advisor 

Attorney 

Accountant 

Sibling(s) 

Guardian 

Care Providers 

Social Security 

School System 

Medical Community 

Trustee 

Special Needs 
Family Member 

Primary 
Support 
Family 
Member 



Coordinated 
approach improves 

outcomes 

• Tax efficiency 
• Disbursements 
• Income generation 
• Trust funding 
• Estate planning 
• Benefit protection 
• Creditor Protection 
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Attorney 

Accountant 

Trustee 



Incorporate specific future expenses 
related to the disability in planning 



Special Needs 
Planning has 

unique 
foundational 
elements to 
understand 

Foundations 



Understand 
government 
benefits to 

preserve wealth 
and safety net 



Government programs provide a 
safety net for citizens 

Supplemental Security Income (SSI):  
Monthly income to people age 65 or older, blind or disabled 
Must have limited income and financial resources 
Cannot have more than $2,000 in assets (some exemptions) 

 
 
Social Security Disability Insurance (SSDI): 

 Cannot earn more than $940 per month (2008) 
 Cannot do basic work activities—such as walking, sitting and 

remembering—for at least one year. 
 Cannot do other work 





Part B 

Medical  Insurance 

Part A 

Hospital Insurance 

Part C 

Medicare Advantage 
Plans 

Part D 

Prescription Drug 
Coverage 

MEDICARE 

Medicare provides health care 
coverage for people who have worked 



Benefits are usually subject to  
asset and income tests 
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Understand the 
purpose of a 
special needs 

trust 



OBRA 1993 
 
d(4) (a) – Medicaid Payback  
       (1st Party) 
 
d(4) (b) – Miller Trust (Utah Gap) 
 
d(4) (c) – Pooled Income Trusts 



Typical estate plan 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

50% 50% 

Exemption: 
$3,500,000 
(2009) 

A/B 

#1 #2 

50% 50% 

DAD MOM 

Trust #1 Trust #2 Minor  
Children 

#1 #2 Adult Children 



Special Needs Trust 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

50% 50% 

Exemption: 
$3,500,000 
(2009) 

A/B 

#1 SNT 

50% 50% 

DAD MOM 

Trust #1 SNT Minor  
Children 

SNT #1 Adult Children 



Who should you choose as trustee? 

Corporate? Personal? 

Duties: 
Manage assets 
File tax return 
Fiduciary obligation 
Disbursements 



Special needs 
trusts help pay 

for a better 
quality of life 



Trustee must stay 
compliant with 
government rules 
to maintain 
benefits 



Allowable spending 



Disallowed spending 



Trust Advisory 
Team and 

Committee Plays 
Key Role 

Tools 



Funding and 
managing  

special needs 
trust requires 

specialized 
knowledge 



Typical scenarios probably won’t work 

• Review beneficiary designations 

• Limit use of 529 plans to typical members 

• Review asset transfer plans 

• Plan for a second generation 

• Asset protection important 

• Unexpected disbursements likely 

• Government benefit programs change 



Typical Methods For Funding  
A Special Needs Trust  

Third Party Funding 
(Other People’s Money) 
 
•Life Insurance 
•Transfer By Will/Estate 
•Beneficiary Designations 
•Gift 
 

Remainder to family or 
designated beneficiary 

First Party Funding 
(My Money) 
 
•Savings 
•Injury Settlement 
•Court Award 
•Inheritance 
 

Medicaid payback 
provision typical 



Special needs trust have unique 
funding aspects 

Challenges 
 
• Annual Gifts Not Likely  
To Qualify 
• Debatable Use of 
Crummy Powers  
• Lifetime Exclusion 
Possible 

Opportunities 
 
• Life Insurance 
• Remainder Assets at 
Death 
• Beneficiary Designations 
• Residence 
• Vehicle 



Government rules do not require all 
assets to be held in trust 

Assets than can be held 
personally 
 
 
Real estate – personal residence 
One vehicle 
Personal property – (reasonable) 
Some life insurance 

Assets that count as 
resources if not held in 
trust 
 
Stocks 
Bonds 
Annuities 
Life insurance 
CDs/Savings 
Investment real estate 
Business interests 



Investment and 
insurance needs 

must fit 
individual 

circumstances 



• No pass through of 
income  

• $11,150 (2009) 

• Capital Gains 

• Dividends 

Trust assets must be managed with 
knowledge of potential tax issues 



Trustee must stay 
compliant with 
government rules 
to maintain 
benefits 
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