
Special Needs Trust
To preserve the public assistance benefits of a person with
a disability, such as a child with a developmental
disability, etc., many people use a special needs trust.

Medicaid, which pays medical expenses for the poor, has
limits on the amount of assets that a recipient can own or
can earn during each year that welfare benefits are
paid.

To qualify for the program prior to spending down one’s estate, some individuals attempt to
give their assets to relatives or invest them into an exempt form, such as a personal residence
in which the spouse resides.  Single persons sometimes transfer their residence to their
children and retain the right to live in the house for the remainder of their lifetime.

The law denies persons eligibility for Medicaid benefits if assets were transferred less than 60
months before applying for benefits.  This is a complicated, changing area of the law.

Trusts for Children with Disabilities
A parent of a child with a disability should review each asset to see whether or not it will pass
to that child at time of the parent’s death.  For example, life insurance, annuities, IRAs,
pension benefits, joint bank accounts, etc., often pass to persons other than those named in
one’s will or trust.  If such assets pass to a disabled child, however, he or she may lose current
government benefits.  One must also decide whether or not to disinherit a child with a
disability or use a special-needs type of trust.

Special needs trusts are generally established by the parents or other relatives of the disabled
child.  The trustee should have absolute discretion over how to expend the trust funds for the
benefit of the disabled child:

● Government benefits: Government benefits should be used to meet basic needs such
as food, clothing, and shelter.

● Special needs trust: The funds from the trust should be used for supplementary needs
such as utilities, medical care, special equipment, education, job training or
entertainment.

Seek Professional Guidance
Since the laws in this area are very complex and vary from state to state, experienced,
knowledgeable legal counsel should be retained to draft the appropriate documents.
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Disclosure Notice
 

The information that follows is intended to serve as a basis for further discussion with your
financial, legal, tax and/or accounting advisors. It is not a substitute for competent advice
from these advisors. The actual application of some of these concepts may be the practice of
law and is the proper responsibility of your attorney. The application of other concepts may
require the guidance of a tax or accounting advisor. The company or companies listed below
are not authorized to practice law or to provide legal, tax, or accounting advice.

Although great effort has been taken to provide accurate data and explanations, and while
the sources are deemed reliable, the information that follows should not be relied upon for
preparing tax returns or making investment decisions. This information has neither been
audited by nor verified by the company, or companies, listed below and is therefore not
guaranteed by them as to its accuracy.

If a numerical analysis is shown, the results are neither guarantees nor projections, and
actual results may differ significantly. Any assumptions as to interest rates, rates of
return, inflation, or other values are hypothetical and for illustrative purposes only.
Rates of return shown are not indicative of any particular investment, and will vary over
time. Any reference to past performance is not indicative of future results and should
not be taken as a guaranteed projection of actual returns from any recommended
investment.
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