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There is no 

universally 

applicable 

estate plan. 

The correct 

course of 

action is 

going to vary 

on a case-by-

case basis. 

This is why 

you should discuss everything in detail with a licensed estate planning attorney 

before you make any assumptions. 

People who make decisions without knowledge of all of the facts often leave 

behind messy situations for their loved ones. With this in mind, we will look at 

special needs trusts in this paper. 

 

MEDICAID AND SUPPLEMENTAL SECURITY INCOME 

You may have a person with special needs in your family, and you may want to 

provide for this loved one in your estate plan. This is great, but you should be 

aware of the rules and regulations that govern need-based benefit programs. 
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Many people with disabilities require care and treatment that can cost millions of 

dollars over the course of a lifetime. Health insurance is important for everyone, 

but for these individuals, coverage is an absolute must. 

Medicaid is a government health insurance program that is jointly administered 

by the federal government along with each respective state government. To 

qualify, you must be able to prove that you have very limited financial resources. 

People with disabilities who are incapable of earning much income typically 

qualify for Medicaid coverage. 
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Supplemental Security Income is also relied upon by a significant percentage of 

people with special needs. As the name would imply, this program provides an 

ongoing source of income. You must meet the eligibility requirements with 

regard to limited assets if you want to qualify for SSI. 

Someone who is qualified for Medicaid and SSI is not necessarily going to retain 

eligibility forever. A change in financial status can render a benefit recipient 

ineligible. 

This is something to keep in mind when you are planning your estate. 
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SPECIAL NEEDS TRUSTS 

Now that we have provided the necessary background information about 

government benefit programs, we can look at the value of special needs trusts. 

When you fund a special needs trust for the benefit of a loved one with a 

disability, it is considered to be a third party special needs trust. This is because 

the assets that are 

being used to fund the 

trust are coming from 

a third party. They are 

not coming from the 

beneficiary. 

You name a trustee 

when you create the 

trust agreement. The 

trustee administers the 

trust, and the beneficiary cannot direct the actions of the trust or directly utilize 

funds that have been conveyed into the trust. 

However, the trustee can use assets in the trust to satisfy the supplemental 

needs of the beneficiary without impacting government benefit eligibility. These 

would be needs that are not being paid for by government benefits. 

When a third party special needs trust is in place, the Medicaid program would 

not seek reimbursement for monies spent from the beneficiary's estate after his 

or her death. 
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There is another type of special needs trust called a self-settled or first party 

special needs trust. This type of trust is funded with the beneficiary's own 

money. 

The trustee could use assets in the trust to meet the supplemental needs of the 

beneficiary without impacting government benefit eligibility throughout the 

beneficiary's life. However, after the death of the beneficiary, Medicaid would 

seek recovery from the beneficiary's estate. 
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SUMMARY 

People with special needs are often enrolled in the Medicaid program and the 

Supplemental Security Income program. These programs are only available to 

people who can prove that they have significant financial need. 

A direct inheritance could render a benefit recipient ineligible for ongoing 

coverage. 

To account for this dynamic, you could make a loved one with a disability the 

beneficiary of a special needs trust. Under program rules, the trustee could use 

the assets in the trust to improve the beneficiary's quality of life. These 

expenditures would not jeopardize benefit eligibility. 

If you would like to discuss special needs planning with a professional, schedule 

a consultation with a licensed estate planning attorney. Your attorney will 

become apprised of your situation, answer all of your questions, and help you 

put a plan in place if you decide to go forward. 
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