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WHAT IS AN ABLE ACCOUNT?
Much like a 529 college savings plan, an Achieving a Better Life Experience (ABLE) or 529A account is a type
of tax-advantaged account that can be used to save funds for qualified disability expenses of the account’s
designated beneficiary, while allowing that individual to preserve eligibility for public benefits.
WHO CAN USE AN ABLE ACCOUNT?
To be eligible for an ABLE account, the beneficiary must be blind or disabled from a condition that began
prior to age 26. This means an ABLE account can be used for someone with a disability that began at birth or
in childhood (such as Down Syndrome or autism), but may not be an option for persons with disabilities that
develop later in life (such as Multiple Sclerosis, Parkinson’s, or an accident or illness that occurred after age 25).

CAN A PERSON HAVE MORE THAN ONE ABLE ACCOUNT?
An eligible individual can be the designated beneficiary of only one ABLE account. While there are some
protections in place to ensure that other well-meaning family members do no open additional accounts, you
may still want to coordinate with family and friends who are interested in providing for the beneficiary.

Tip: This differs from traditional special needs planning where any friend or family
member can create and fund separate trusts and still exercise control over where any
leftover funds would be distributed after the death of the beneficiary.
WHO CAN CONTRIBUTE TO AN ABLE ACCOUNT?
Any person, including the beneficiary (i.e., the person with a disability), can contribute to an ABLE account.

Tip: This makes an ABLE account a cost-effective tool for a beneficiary who
struggles to keep assets below $2,000.00 (the current asset limit for SSI and Medicaid
for a single person). Excess funds can be saved in an ABLE account for a larger purchase
or just to keep the person eligible for benefits. In Michigan, an additional cost
saving benefit allows an individual or the individual’s representative to set
up and fund an ABLE account without the need for court approval.
HOW MUCH CAN YOU CONTRIBUTE TO AN ABLE ACCOUNT?
The Internal Revenue Service (IRS) limits the total annual contributions that an ABLE account can receive from
all sources to the amount of the gift-tax exclusion in effect for a given calendar year. For 2017, that limit is
$14,000.
In addition to the annual contribution limits, the maximum amount that can be held by an ABLE account is
tied to the state’s limit for other 529 college savings accounts (now $500,000 in Michigan). However, an ABLE
account in excess of $100,000 can cause a “suspension” of Supplemental Security Income (SSI Social Security)
benefits.

Tip: The cap on annual contributions is one of the limitations of ABLE
accounts, and hinders its usefulness for larger inheritances and settlements.
Special Needs Trusts (that do not have asset caps) are more
appropriate planning tools in those situations.

WHEN AND WHERE CAN I SET UP AN ABLE ACCOUNT?
Like 529 College Savings Plans, you can open up an ABLE account in your state or in any other state that
accepts out-of-state beneficiaries. While Michigan now has the MiABLE program (MiABLE.org), every state’s
ABLE program has strengths and weaknesses (as well as different fees). You should choose the ABLE program
that best meets your needs. Currently, Ohio’s ABLE program (stableaccount.com) is the largest ABLE program
in the country and is arguably the most well established. However, if you are a Michigan resident and want to
take advantage of the Michigan income tax deduction, you must contribute to a MiABLE account. Also, you
can rollover an ABLE account from one state’s program to another, so you can switch ABLE programs if you are
unhappy with the program you choose.
WHAT CAN FUNDS IN AN ABLE ACCOUNT BE SPENT ON?
ABLE accounts can only be used for “qualified disability expenses,” which means certain expenses used for
the designated beneficiary, including the following expenses: education, housing, transportation, employment
training and support, assistive technology and personal support services, health, prevention and wellness,
financial management and administrative services, legal fees, expenses for oversight and monitoring, funeral
and burial expenses, and any other expenses approved under the regulations. Social Security has stated that
ABLE distributions can also be used for “basic living expenses.”
If ABLE funds are not used for a qualified distribution expense, the income portion of the distribution will
be taxable and subject to a 10% income tax penalty. More importantly, the distribution may impact your
government benefits.

Tip: Many of the expenses that contribute to a better quality of life for the beneficiary
(vacations, social outings, sporting events, clothing, furnishings, personal electronics,
etc.) may fall outside of the scope of allowable ABLE expenses, whereas a special
needs trust may be able to pay for many more types of expenses.
Additionally, because the beneficiary can make withdrawals from these
accounts, there is a significant risk that a person may make withdrawals for
an unauthorized expense without thinking about the consequences.
WHAT IF THERE IS MONEY LEFT OVER AFTER THE BENEFICIARY’S DEATH?
It’s critical to understand that all ABLE accounts have a payback requirement on the death of the beneficiary
that dates back to the date the account was established. Funds remaining in the account at the death of the
beneficiary will need to be used to first pay back the State of Michigan for Medicaid services that were incurred
by the beneficiary after the ABLE account was established. While this may not be as important when it is the
individual with disability’s own money being used to fund the account, it can have huge implications when a
third-party (e.g., parent or grandparent) is funding the account. When a third-party (parent or grandparent)
wants to make a gift, a Discretionary Special Needs Trust should always be considered first because there is no
payback requirement (and less limitation on what distributions can be made).
ANOTHER ESTATE PLANNING OPTION
While ABLE accounts will be a useful tool in certain situations, the limitations of ABLE accounts will not replace
traditional special needs planning in most cases. You should still see an attorney to understand the entire range
of special needs planning options that are available and what options are best for the situation.

able at a glance
Cost effective.

benefits

limitations

Small minimum contribution. Significant
protections from creditors.
Allows more financial independence for capable
beneficiaries.
Can commingle contributions from beneficiary’s
own money (First-Party money) and contributions
from others (Third-Party money).
State income tax deduction on contributions if
you establish a Michigan MiABLE account.
Contributions grow tax free.
No court approval required in Michigan to
establish.

when to use an able account

Competent beneficiary wants to be able to direct
more of his/her financial decisions.
Beneficiary needs to spend down small amounts
of money (i.e., less than $14,000) to remain below
SSI/Medicaid asset limits.
Beneficiary wants to save for a larger (over $2,000)
purchase.
As part of a more comprehensive special needs
plan or estate plan.

Can only be used for “qualified disability
expenses.”
Limited annual contributions (currently $14,000
max/year from all sources).
Individual must be disabled before age 26. Only
one account per beneficiary.
Limited to cash equivalent contributions only.
Cannot hold other types of property (ex., a house).
No federal income tax deduction for contributions.
State payback requirements – Funds remaining in
an account after the beneficiary’s death will first
be paid back to the state for Medicaid expenses.
An unsophisticated beneficiary may make
withdrawals for unauthorized expenses without
understanding the consequences of doing so.

when

NOT

to use an able account

When receiving an inheritance or settlement of
more than $14,000 (or applicable annual gift-tax
exclusion).
As part of an estate plan for a loved one without
first considering a special needs trust.
Disability did not occur before age 26.
A vulnerable beneficiary who is susceptible to
exploitation.
As sole means of special needs planning or estate
planning.
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