
THE ABLE ACT
The Stephen Beck, Jr. Achieving a Better Life Experience Act

Became law on December 19, 2014

Creates a way for some people with disabilities to save for the future, while protecting eligibility for
public benefits. 

Like an IRA or 529 plan account, the account will accumulate income tax-free and withdrawals will
be tax free if made for certain purposes.

Eligibility for ABLE Account:
*  Must be for a person disabled prior to age 26
*  Person must meet the disability requirements SSI or SSDI

OR submit a “disability certification, including diagnosis by a physician, showing
disability equivalent to Social Security disability definition (regs to follow)

Requirements for ABLE Account establishment:
*  Each individual may have only one ABLE account (unlike IRA’s or 529's)
*  “Designated Beneficiary” is considered to be the account owner
*  Account must be established in the designated beneficiary’s state of residence, with that

state’s 529 entity (the account will be known as a 529A).  If there is no 529 entity,
then it must be opened with the 529 agency contracted with by the state of residence.

* Total annual contribution may not exceed the annual gift exclusion, currently $14,000.
This is total per account, not per donor.  But multiple individuals may contribute.

* Aggregate contributions may not exceed the state limit for 529 accounts. (Virginia= $350k)
* Account must require Medicaid payback at death of the designated beneficiary

Qualified Expenditures from an ABLE Account (Qualified Disability Expenses):
Education Housing
Transportation Employment training and support
Legal Fees Assistive technology
Personal support services Health, prevention and wellness
Financial management Expenses for oversight and monitoring
Funeral and burial
And other expenses approved under regs to be developed by Dept of Treasury

Non-qualified expenditures will have a tax penalty and SSI penalties

Impact on Public Benefits
* For SSI, the first $100,000 in an ABLE account will be disregarded - exempt resource
* For SSI, funds above $100,000 in the account will be treated as resources
* If the ABLE account pays for housing expense, then will be same SSI reduction rules (ISM)
* For Medicaid, there is no $100,000 limit, but states may impose their own limit.



* Medicaid Payback: At the death of a beneficiary, the account may pay outstanding qualified
  disability expenses, then the remaining balance must reimburse Medicaid for payments   
  made on behalf of the beneficiary after the ABLE account was created

When will ABLE account be available:
* States must pass enabling legislation - Virginia was first state in country to do so!
* States need to develop procedures and forms
* State Medicaid agencies must develop their regulations
* Treasury must develop regulations - deadline is June 19, 2015

Uses for an ABLE account:
* Parents or grandparents wish to make $14,000 annual gifts “just like their other kids”
* SSDI and Medicaid waiver recipient has excess funds each month and needs to put them
   somewhere to maintain Medicaid eligibility
* Individual receives small gift, inheritance, or personal injury settlement
* Parent wants a substitute for a college savings account
* Retirement savings

Replacement for Special Needs Trust?
Absolutely not:
* Medicaid payback - why subject third party money to the payback
* $100,000 cap
* $14,000 annual contribution limit
* Restrictions on “qualified disability expenses”
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