Mesirow
A guideto special needsfinancial planning

Raising or caring for aloved one with special needs comes with unique challenges, including financial
planning. This guide exploresthe essential aspects of financial planning for individuals with disabilities.
We delveinto navigating public benefits, legal toolslike Special Needs Trusts, investment strategies and
insurance planning. By under standing these ar eas, you can ensure your loved one receives the necessary
support throughout their life while preserving their eligibility for vital government programs.

Special needs planning defined

Special needs planning refersto the process of preparing for the financial and car e needs of individuals
with disabilities or special needs. This planning ensuresthat these individuals receive the necessary
support throughout their liveswithout jeopardizing their eligibility for gover nment benefits.

A comprehensive plan for an individual with special needswill include consideration for things such as:

Eligibility for public benefits

Legal needs

ABLE accounts and investment planning

Insurance needs

Special needs planning is planning for theindividual'sentirelife.
Eligibility for public benefits

Public benefits are a resour ce that may be available to the individual with special needs. These benefits
areeither “means-tested” or “non-means-tested.”

Means-tested benefitsinclude benefits such as Supplemental Social Security (SSl), Medicaid, VA Aid and
Attendance, and Subsidized Housing. As means-tested benefits, these are subject to asset limits, income
limits or both.



Non-means-tested benefitsinclude benefits such as Social Security Disability Insurance (SSDI), Medicare,
and VA Compensation. With these benefits, there are no asset or income limits.

Her e sthe catch with the means-tested benefits — if you have over $2,000 in assets as a single individual
with disabilitiesor $3,000 in assets as a couple, you areineligibleto receive SSI. Assets can includeincome
of a spousein the household and the parents of a child under 18 with disabilities. Thisiswhere some
planning techniques highlighted below should be considered.

L egal needs: Setting up a Special Needs Trust

A Special Needs Trust (SNT) allows money and other assetsto be held in trust for the benefit of a person
whoisreceiving (or may in the futurereceive) assistance from a means-tested public assistance program
without having those assets counted toward the program’s asset limits (and thus disqualifying the
beneficiary). The hallmark of a SNT isthat distributions can only be made if they supplement the benefits
from the means-tested program but don’t replace them.

If the person creating the trust isthe same as the person receiving the benefits of the trust, then thisis
considered a “first-party” Special Needs Trust (sometimes called a“ D4atrust,” areferenceto the US
Code section which authorizes such trusts). To bevalid, afirst-party SNT must providethat the
remaining trust assets after the death of the special needs beneficiary will be paid back to the means-
tested program, up to the amount of benefits received from that program.

If the SNT iscreated by someone other than the beneficiary (parent, grandparent, sibling, etc.), thisis
called a“third party” Special Needs Trust. These SNTsdo not requiretheremaining trust assets after the
death of the beneficiary to be paid back to the means-tested program.

A Special Needs Trust only worksto create eligibility for means-tested public benefitsif all of a
beneficiary’s assets from any source are funneled into thetrust. If any asset isleft to the beneficiary
outright or in atrust that doesn’t qualify asa SNT, the beneficiary may become ineligible for needed
benefits. For example, you should ensurethat any asset that passes by means of a beneficiary designation
(lifeinsurance, annuities, IRAs, qualified retirement plans, etc.) do not name the disabled person asa
beneficiary or name a defined group as beneficiary if such group includesthe disabled person (my
descendants, my children, etc.). Instead, the disabled person’s share should be directed to hissher SNT.
Special attention should be given to employer-provided benefits aswell, such as group life insurance,
accidental death insurance and pension plans. I n addition, you should work with your family membersto
ensurethat their estate plans also direct any share of assetsthat may passto the disabled person instead
passtothe SNT.

ABLE accounts and investment planning

In addition to Special Needs Trusts, Achieving a Better Life Experience (ABLE) accounts are another
useful planning tool that can help provide assets for a special needsindividual. ABLE accounts ar e tax-
advantaged accountsthat can be used to save for qualifying disability-related expenses.

Thefirst $100,000 of contributionsinto an ABL E account will not count against the means-based benefits
such as SSI and Medicaid. Like College Savings 529 accounts, assetsin ABL E accounts can grow tax-free
and be withdrawn tax-freeif use for qualifying expenses. Expenses may include things such as:



Housing

Personal support services

Education

Assistive technol ogy

Transportation

Training and support for employment

Theowner of the ABLE account can either be the individual with disabilitiesor an Authorized Individual
(i.e. parent, guardian). Annual contributionsto the account are subject to the IRS Gift Tax limit ($18,000
in 2024 and 19,000 in 2025). If the disabled individual isthe account owner and earnsincome, they can
make additional contributions beyond the gift limit. This excess contribution has varying qualifications
between states and whether theindividual iseligible for any employer-provided retirement benefits. In
[llinois, an account owner who is a disabled individual earning income and not participatingin an
employer-provided retirement account can contribute up to $14,580 in additional contributions.

Example 1. John isan ABL E account owner and worksfor a company that does not provide a retirement
plan. Hisincomein 2025 is $50,000. Since he does not participate in an employer-plan, hisaccount can
exceed the Annual Contribution limit of $19,000 by $14,580.

Example 2: Angelaisan ABLE account owner and worksfor a company that does not provide a
retirement plan. Her incomein 2025 is $10,000. Since she does not participate in an employer-plan, her
account can exceed the Annual Contribution limit of $19,000 to $10,000.

I nvestment planning

Investment goals, aspart of the overall financial plan, may be different for individuals with special needs
than those without special needs. Thingsto consider include:

e Theindividual's age

e Level of need and how that may change over time



e Time horizon for when the individual may need to begin accessing the funds

Those with longer time horizons and with greater opportunitiesto make income will not need to maintain
as conservative of a portfolio relative to those with mor e limiting disabilities. This may allow for more
growth in the portfolio and a higher risk tolerance.

Since each circumstanceisdifferent, it is essential to consider theindividual’s needs and future goals
when deter mining the investment strategy.

| nsur ance needs

A comprehensive special needs plan looks beyond when the parent or guardian will no longer be around.
Lifeinsurance can provide that peace of mind knowing that the individual will have accessto assets even
after the parent passes away and funds from the parent’s employment are no longer available.

Policieswill often be used to fund a Special Needs Trust upon the policyholder’s passing. Thiscan help
cover future medical expenses and other needs without disrupting the individual’s eligibility to public
benefits. It isimportant to work with your Wealth Advisor and Attorney to make surethe policies are set

up properly.
Putting it all together

Holistic, comprehensive planning is essential for individuals with special needs. Building a trusted team of
advisors can provide a peace of mind that theindividual will be taken care of even after the parentsare no
longer around to help. If you have a family member with special needs, your Mesirow Wealth Advisor will
be happy to help you create a plan that meetsyour needs.
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