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Basic Overview of SSI, SSDI, Medicaid, Special Needs Trusts and ABLE Accounts. 

 

The Big Four 

A. The Big Four: SSDI, SSI, Medicare and Medicaid. 

a. The Big Four. The four government programs are Social Security Disability 

Insurance (SSDI), Supplemental Security Income (SSI), Medicare, and Medicaid.  

Some deal with cash assistance and some deal with medical assistance.  Cash 

assistance and medical assistance programs generally work in pairs, but not always. 

Social Security Disability Insurance (SSDI) and Supplemental Security Income 

Program (SSI) are cash assistance programs. Medicare and Medicaid are medical 

assistance programs.   

i. Social Security Disability. A person is entitled to these payments if they file an 

application, are determined to be disabled by the Social Security Administration, 

are under full retirement age, and has earned enough credits.  There are no income 

or asset requirements.  They automatically get Medicare after being on SSDI for 

24 months. To be determined disabled, a person must be unable to engage in any 

substantial gainful activity by reason of any medically determinable physical or 

mental impairment that is expected to result in death or has lasted, or can be 

expected to last, for a continuous period of 12 months. 

It is important to remember that Social Security disability is based on the 

individual’s work history. Inheriting, receiving a personal injury settlement or any 

other receipt of assets do not affect eligibility. 



ii. Supplemental Security Income. SSI is cash payments based on the person’s 

monthly income and available resources.  The amount of payment depends on the 

amount of any other source of income.  A person is entitled to these payments if 

they file an application with and are determined to be disabled by the Social 

Security Administration; their monthly income is less than $735.00; and they own 

less than $2,000.00 in available resources.  If they qualify for SSI, they 

automatically get Medicaid which covers their healthcare. 

Unlike Social Security Disability, SSI is based on an individual’s monthly income 

and accumulated assets. The receipt of an inheritance, personal injury settlement or 

any other asset can result in the SSI benefits being stopped. 

iii. Medicare. Medicare is health insurance provided by the federal government.  It 

consists of four parts.  Part A is hospital insurance that has no premium, so 

everyone on Medicare gets it without paying any additional fee.  There are usually 

co-payments for covered services.  Part B is medical insurance that covers doctor 

visits among others, which is optional.  There is usually a yearly deductible and 

co-payments for covered services.  There is a monthly premium which is 

deducted from the recipient’s Social Security check.  Part C deals with Medicare 

Advantage Programs where you choose to opt-out of traditional Medicare.  It 

provides the same benefits as Part A and Part B.  Part D is for prescription drug 

benefits, which also is optional. Most Medicare programs usually have a required 

deductible and co-payment, as well as a monthly premium.   

Arkansas has programs called Arkansas Savings Programs that can help with the 

Medicare co-payments and deductibles and the Part B premium. These are needs 

based programs with income and asset limitations. 

iv. Medicaid. Medicaid is health benefits provided by the state.  An individual can 

get Medicaid automatically by qualifying for SSI or can qualify for it outright.  

There are several Medicaid programs and eligibility requirement may vary 

between programs.  The primary Medicaid programs cover nursing home care, 

homecare, Medicare co-payments and deductibles and waiver programs. 

 



Medicaid for Long Term Care Services 

A. Arkansas Medicaid provides various long term care services that help with in-home care 

and nursing facility care. Eligibility is based on need, determined primarily by the 

individual’s monthly income and accumulated assets. When the applicant is married, 

their spouse’s assets are also considered. 

B. The Four Major Eligibility Criteria. 

a. Medical: The applicant must need nursing facility level of care. 

b. Income: $2,205.00 for an individual (3 times the SSI monthly Federal Benefit Rate of 

$735.00). 

c. Resources: $2,000.00 for an individual and $3,000.00 for a couple if both are 

applying.  

The home will not be considered a countable asset and, therefore, will not be counted 

against the asset limits for Medicaid eligibility purposes as long as the nursing home 

resident intends to return home or his or her spouse or other dependent relatives live 

there.  It does not matter if it does not appear likely that the nursing home resident 

will ever be able to return home; the intent to return home by itself preserves the 

property’s character as the person’s principal place of residence and thus as a non-

countable resource.  As a result, for all practical purposes nursing home residents do 

not have to sell their homes in order to qualify for Medicaid. 

d. Transfers: The transfer penalty is the total value of all transferred assets (given away, 

sold for less than fair market value, paid for someone other than the applicant or their 

spouse) divided by $5,277.00 (changes April 1, 2017). 

There are a few exceptions where a transferred assets will not result in a penalty. 

Transfers to a spouse or to or for a disabled child are exempt. 

Special Needs Trusts 

Medicaid and SSI will allow assets to be available for an individual in excess of the asset limits. 

These assets must be held in either a Special Needs Trust or an ABLE Account (explained 

below). A person who only receives Social Security Disability does not need a Special Needs 

Trust. 



Special Needs Trusts (SNT) come in two forms. Both types of SNTs allow assets to be held and 

used for the benefit of a disabled individual and not affect Medicaid or SSI benefits. The 

difference between the two types of SNTs is determined on whose assets fund the trust. If a 

parent or other party funds the trust it is commonly referred to as a Third Party Special Needs 

Trust. If the disabled individual funds the trust, it is referred to as a First Party Special Needs 

Trust. 

A Third Party SNT is usually established by a family member such as a parent or grandparent. 

The parent or grandparent directs funds to the trust either by a direct gift or by distribution from 

their estate at their death. There has to be clear intent to create such a trust. This is the simpler of 

the two trust to establish. 

A First Party SNT is usually established by the individual, a parent, grandparent, or a Court. The 

disabled individual has a legal right to the assets that fund the trust. This commonly occurs when 

the person receives an inheritance that is directed to them or a personal injury settlement. This is 

the more complicated trust to establish, often requiring a Court Order. Medicaid and SSI require 

the trust to have a pay-back clause where the trust must pay the State of Arkansas, up to the 

amount paid by the State, at the death of the individual. 

A Trustee is designated to hold, manage and distribute the trust assets. The income and asset 

requirements for the benefit (Medicaid or SSI) has to be considered when distributions are made. 

A distribution can be considered income to the disabled individual if it is in cash or used to 

purchase food or shelter. Also, purchasing an asset that is countable towards the individual’s 

asset eligibility can result in the benefit stopping. 

ABLE Accounts 

The Steven Beck, Jr., Achieving a Better Life Experience Act (ABLE Act) was enacted on 

December 19, 2014 and amended in December of 2015. The Act permits individual States to 

establish and maintain a new type of tax-advantaged savings program under Section 529A of the 

Internal Revenue Code. That’s great, but the real advantage of an ABLE Account will be to have 

assets set-aside for the benefit of a disabled individual while not stopping needed services such 

as SSI and Medicaid.  

The requirements under the ABLE Act: 



· Availability is limited to an individual who was severely disabled before the age of 26 (The 

Beneficiary).  

· The Account can be setup in any State, not necessarily the Beneficiary’s state of residence. 

· Contributions to an account would not be tax deductible but income earned on the account 

and withdrawals would be deductible.  

· Total yearly contributions would be limited ($14,000.00 in 2017).  

· The first $100,000.00 in the Account would be excluded as a resource for the SSI Program. 

· Disbursements from the Account must be for qualified disability expenses. 

· Any assets left in the Account at the Beneficiary’s death must be paid to any State that 

provided services. 

Arkansas ABLE Act was passed during the Arkansas Regular Session in 2015. It creates a Trust 

to hold the Accounts and to be run by the State. Qualified expenses made from the Account must 

be “related” to the Beneficiary’s blindness or disability (whatever that means) and be made only 

for the benefit of the disabled individual. The Arkansas ABLE Act becomes effective when the 

Treasurer for Arkansas determines that federal regulations have been finalized. Final regulations 

from the Internal Revenue Service are under consideration but have not been issued. They were 

expected to be issued last year but have not yet. The Federal government is not known for 

issuing final regulations quickly. The ABLE law permits an account to be held in another state. 

Several States have established ABLE Accounts that are available to Arkansas. 

An ABLE Account will look and function a lot like a Special Needs Trust. It will replace the 

need to establish a SNT in many cases but not all. There are several major distinctions. 

 
 
 
 
 
 
 
 
 
 
 



  ABLE ACCOUNT FIRST PARTY SNT THIRD PARTY SNT 

Onset of Disability Qualifying disability 
exists prior to age 26. 

No age requirement. No age requirement. 

Can it be established 
for a Beneficiary over 
65? 

Yes No Yes 

Who may establish Beneficiary, parent, 
guardian, agent 

Parent, grandparent, 
guardian or a Court, 
and the Beneficiary. 

Anyone except the 
Beneficiary. 

Any limit on the 
number of 
accounts/trusts? 

Only one ABLE Account No limit No limit 

Contributions limits $14,000.00 per year 
from all sources. 

No limit. No  limit. 

Valid distributions Related to the disability 
and solely for the 
Beneficiary. 

Any, subject to 
restrictions in the 
language of the trust 
itself, so long as it is for 
the sole benefit of the 
Beneficiary. Some 
disbursements 
although allowed by the 
trust, may result in the 
loss of benefits. 

Any, subject to restrictions 
in the language of the 
trust itself, so long as it is 
for the sole benefit of the 
Beneficiary. Some 
disbursements although 
allowed by the trust, may 
result in the loss of 
benefits. 

Taxes Earned income is tax 
free. 

Taxed based on the 
Beneficiary’s taxable 
income. 

Trust is taxed as an entity.

Medicaid Payback 
Requirement 

Yes Yes No. 

 


