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Special Needs Trusts 
A special needs trust (SNT), sometimes referred to as a 

supplemental needs trust, is a trust that is established for 

the benefit of a physically or mentally disabled person, 

or a person who has other special needs, such as chronic 

illness, while still allowing such persons to qualify for and 

receive public assistance disability benefits provided by 

Social Security, Medicare or Medicaid. The objective of a 

special needs trust is to provide resources to supplement, 

and not replace, any such governmental benefits.

Background 
Some government programs aimed at assisting the 

disabled, such as Medicaid and Supplemental Social 

Security Income (SSI), are needs-based. That means 

that if the disabled individual has access to more than 

a specified level of resources (state level limits vary but 

are generally $2,000 monthly per applicant), he or she will not be eligible to receive such benefits. In 1993, 

Congress officially approved the use of SNTs to maximize the use of all available resources, both private and 

governmental, to provide more fully for the needs of the disabled.

For persons of limited means, government programs may constitute the primary, if not the only, source of 

funding for their current and future needs. However, government assistance is also available to families who 

have resources available to meet their loved one’s basic needs. These families may be fortunate enough to 

be able to use their personal resources to provide for nonbasic needs as well. With a special needs trust, the 

disabled person is able to first tap into any government benefits to which he or she is entitled and then can 

spend personal resources as a secondary source for additional support and comfort.

Types of Special Needs Trusts 
There are three types of SNTs: a self-settled or first-party SNT, a pooled SNT,and a third-party SNT.

Self-Settled or First-Party SNT

A self-settled or first-party SNT is created for the sole benefit of a disabled person who is under age 65. 

The trust must be established by the disabled person’s parent, grandparent, guardian, or by the court, but 

it cannot be created by the disabled person. However, the disabled person can fund the trust. For example, 

the disabled person could fund the trust with money that has been inherited or received in settlement of a 

lawsuit or as a result of a divorce.
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As previously stated, in order to qualify for Medicaid or SSI, 

the person who is enrolling must have a limited amount 

of income and resources. Generally, Medicaid and SSI will 

look back 36 or 60 months to see if any assets have been 

transferred to someone else in order to qualify for benefits; 

if so, a penalty is imposed. The penalty will be that the 

person who is enrolling won’t be able to receive benefits 

for a certain amount of time. Transferring assets to an SNT 

does not, however, trigger these look-back provisions.

The other benefit of a self-settled or first-party SNT, of 

course, is that assets in the trust will not be countable as 

resources for eligibility purposes.

One disadvantage, however, is that upon the disabled 

individual’s death, any money or assets remaining in the 

trust must be used to reimburse the government for 

Medicaid benefits extended to the individual during  

his or her lifetime.

Pooled SNT 

A pooled SNT is a trust that is managed by a nonprofit organization. Funds are pooled for investment 

purposes, but separate subaccounts are maintained for each disabled beneficiary. A pooled SNT works in 

the same way as a self-settled or first-party SNT. However, with a pooled SNT, the disabled individual can 

create the account for himself or herself. Further, any funds remaining in the account upon the individual’s 

death can be used to pay back Medicaid, or they can remain in the pooled SNT to help others in the pool, 

depending on state law.

Third-party SNT

A third-party SNT is a trust created by a disabled person’s parent or other third party, but this type of SNT 

has no payback requirement. The person establishing the trust must not have a duty to support the disabled 

child, so the child must be age 21 or older, depending on state law. There is no requirement that the disabled 

person be under the age of 65. However, transfers to a third-party SNT may or may not trigger the Medicaid 

or SSI penalty period. Again, it depends on your state’s laws.

Conclusion 
Family members and caretakers of individuals with special needs can benefit from setting up a SNT  

to help supplement public assistance. If an individual’s basic needs and comfort are not able to be met  

with Social Security or Medicare/Medicaid benefits alone, a SNT can help close the gap. Setting up  

a SNT is a complex process that requires careful drafting and administration to avoid disqualification for 

government benefits. Be sure to consult a specialist to determine which type of SNT is appropriate and to 

properly set it up so that individuals with special needs can receive the benefits they require to ensure  

their care and comfort.



About StrategIQ® Financial Group, LLC 
Passion is what drives us. Integrity is how we work. Your trust is what we earn.

Whether you are an individual or a business, StrategIQ Financial Group takes a personalized, hands-on 

approach to managing and growing your wealth. At StrategIQ we listen. Understanding you, your financial 

goals and your aspirations is how we develop tailored wealth strategies. Your personalized financial plan is 

your roadmap and it is built upon your unique set of facts, feelings and family or business goals. We actively 

implement, monitor, and revise your wealth management plan according to your goals. 

THIS INFORMATION WAS PREPARED BY NATIONAL ADVISORS TRUST COMPANY (“NATC”).  STRATEGIQ® FINANCIAL GROUP, LLC (“STRATEGIQ®”) IS 
PUBLISHING THIS INFORMATION FOR GENERAL INFORMATIONAL PURPOSES ONLY.  STRATEGIQ® MAKES NO CLAIMS, PROMISES, OR GUARANTEES 
ABOUT THE ACCURACY, COMPLETENESS, OR ADEQUACY OF THIS INFORMATION, AND EXPRESSLY DISCLAIMS LIABILITY FOR ERRORS OR OMISSIONS 
IN THIS INFORMATION. THIS INFORMATION DOES NOT CONSTITUTE, AND SHALL NOT BEEN RELIED UPON AS, LEGAL, TAX, ACCOUNTING, FINANCIAL, 
INVESTMENT OR OTHER PROFESSIONAL ADVICE TO ANY PERSON, AND MAY NOT NECESSARILY REFLECT THE MOST CURRENT STATUS OR 
DEVELOPMENT.  STRATEGIQ® SERVES AS A TRUST REPRESENTATIVE OFFICE OF NATC UNDER THE NAME STRATEGIC FINANCIAL GROUP PRIVATE 
TRUST SERVICES, BUT STRATEGIQ® AND NATC ARE SEPARATE AND INDEPENDENT FROM EACH OTHER.  STRATEGIQ® IS A SMALL (LESS THAN A 1%) 
SHAREHOLDER OF NATIONAL ADVISORS HOLDINGS, INC., THE PARENT COMPANY OF NATC.  INVESTMENT ADVISORY SERVICES ARE OFFERED BY 
STRATEGIQ® FINANCIAL GROUP, LLC, AN INVESTMENT ADVISER (RIA) REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION (SEC).

Call us today to learn more about   
Private Trust Services. 

For information and assistance contact us at: 

StrategIQ® Financial Group, LLC 

888-363-7147 

info@sfgweb.com  |  sfgweb.com

Schedule an Introductory Call by Going to:  

https://www.sfgweb.com/schedule-call

Or Scan Code Below

Chad E. Hassinger, CFP® 

Chief Executive Officer

Stephen J. Barrett 

CFP®, AWMA®, AIF®, CPWA®, CAP® 

Senior Vice President, Private Client Group

Steven M. Gronceski 

CFP®, AIF® 

Vice President of Wealth Management

Markus Sleuwen (Guerrero), JD 

Executive Vice President,  

Chief Compliance Officer,  

General Counsel and Secretary

Colleen M. Henes 

CFP®, JD, EA, ABFP™ 

Financial Advisor – Advanced Planning

Belin Robertson 

Head of Wealth Management, West Coast


