
THIRD PARTY 

SPECIAL NEEDS TRUSTS

Elder Law, Estate Planning, Special Needs, 
After-Death Administration

(661) 287-3260
www.theMcNamaraLawFirm.com



THIRD PARTY SPECIAL NEEDS TRUSTS 
 

In California, some people living with disabilities receive certain public benefits, 

such as Supplemental Security Income (SSI), which pays a monthly “cash” 

amount, and Medi-Cal, a state health insurance program.  These benefits are very 

important to the disabled, but often do not allow individuals to save more than a 

total of $2,000.00.  That may make it very difficult for the disabled person to have 

enough money to support themself and take care of their daily needs.  Furthermore, 

there are a number of significant restrictions on what the disabled beneficiary can 

receive from other sources, such as parents or family, to help make ends meet.  A 

Special Needs Trust, sometimes called a Supplemental Needs Trust, is one way to 

provide for some of the needs of a disabled person without jeopardizing that 

person’s right to public assistance. 

The idea behind such Trusts, is that the Trust can be funded for the disabled 

person’s needs without counting against that person when it comes to qualifying 

for public benefits.  The funds in the Trust are never under the control of the 

disabled person and they cannot revoke or change it.  They are, however, the 

beneficiary of the Trust.  The fact that the Trust is not owed by the person with 

disabilities is the reason that the funds in the Trust are not counted against them 

when it comes to qualifying for public assistance. 

The Trust can pay for services that the person with disabilities may need, beyond 

what is provided for by public assistance, such as education, car repairs, recreation 

or a telephone, depending on the type of assistance the person is receiving, but 

money is never paid directly to the beneficiary.  Cash payments would be treated 

like income and result in a loss of benefits.  If a person is receiving SSI, funds from 

the Trust cannot be used for food or shelter, because that is the purpose of SSI.  

Special Needs Trusts are also a means of redirecting money from an inheritance 

that may cause the disabled person to lose their public benefits.  This is a special 

concern when doing estate planning if you plan to leave assets to someone with 

disabilities who receives public assistance.  The last thing you want is for the gift 

of an inheritance to cause your beneficiary to lose public assistance that may be 

vital to them. 

Special Needs Trusts are often established by the parents or grandparents of a 

disabled child.  They then often act as the Trustee (manager) of the Trust until they 

are no longer able to do so.  However, some prefer using professional trustees, like 



banks or trust companies, who have special knowledge.  The Trustee is the person 

who decides when and how funds in the trust are used for the beneficiary and must 

make sure that the beneficiary maintains their eligibility for public benefits, among 

other duties. 

The rules for setting up Special Needs Trusts are complicated. Each person’s 

matter is different and facts and circumstances should be evaluated by an attorney 

versed in estate planning.  This informational packet is not legal advice. 

 

For an appointment, please call the McNamara Law Firm, PC, at (661) 287-3260, 

or visit www.themcnamaralawfirm.com. 
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