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AN UPDATE OF ABLE SAVINGS OPTIONS FOR
INDIVIDUALS WHO ARE BLIND OR DISABLED

What is ABLE?

Achieving a Better Life Experience (ABLE) account is a type of tax-advantaged savings account that
an eligible individual can use to pay for qualified disability expenses. The eligible individual is the
owner and designated beneficiary of the ABLE account. An eligible individual may establish an ABLE
account provided that the individual is blind or disabled by a condition that began before the
individual’s 26th birthday.

An ABLE account can be opened for an eligible individual through the ABLE program in any State, if
the State permits it. Contributions to the account, which can be made by any person (the account
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beneficiary, family and friends), must be made using post-taxed dollars but amounts in the account
grow on a tax-deferred basis and some states, including Pennsylvania, may allow for state income tax
deductions for contributions made to an ABLE account.

Eligible Individual

The ABLE Act limits eligibility to individuals with significant disabilities with an age of onset of
disability before turning 26 years of age. In order to open an ABLE account you must have a qualifying
disability. However, anyone over the age of 26 can apply if they meet the requirements. A qualifying
disability is demonstrated by one of the following: 1) receiving Supplemental Security Income (SSI)
benefits based on blindness or disability; 2) receiving Social Security Disability Insurance (SSDI)
benefits based on blindness or disability; or, 3) disabled under the Social Security definition — a
medically determinable physical or mental impairment with marked and severe function limitation that
has lasted, or is expected to last 12 months or result in death, or have a written disability signed by a
physician.

Benefits

There are many benefits to having an ABLE account. All investment earnings remain untaxed as long
as the money taken from the account is used for “qualifying disability expenses.” Such expenses
include, among other things: medical treatment, health, prevention and wellness, education, tutoring
and job training, special-needs transportation, assistive technology, personal support services, housing,
legal and administrative fees and other disability-related expenses.

The total annual contributions by all participating individuals, including family, friends and 529
College Savings Account Rollover for a single tax year is $18,000 for the benefit of the designated
beneficiary. If the beneficiary works, the beneficiary (but no other person) can also contributed part, or
all, of their income to their ABLE account limited to the poverty-line amount for a one person
household which is $14,500 in the continental U.S. The amount may be adjusted periodically to
account for inflation.

A key feature of ABLE accounts is that the first $100,000 in an account is not treated as personal
assets of the account’s beneficiary. This is important because federal law generally bars individuals
from receiving assistance such as Medicaid, housing aid and Supplemental Security Income if they
have more than $2,000 worth of financial assets. Severely disabled individuals often need these
government services, especially after their parents die or can no longer care for them. Advocates for the
disabled have long argued that the $2,000 cutoff effectively punished those whose families planned
ahead.

Until now, distributions from a 529 college savings account could not be rolled over to an ABLE
account. The Tax Cuts and Jobs Act (“TCJA”) has changed this rule allowing a 60 day rollover from, a
designated beneficiary’s 529 college account to that same beneficiary’s ABLE account.

Additionally, under the TCJA, a 60 day rollover is possible from a 529 college savings account to the
ABLE account of a member of the family of the 529 account’s beneficiary. A family member is
defined broadly for this purpose and includes the designated beneficiary’s spouse, child or descendant
of a child, brother, sister stepbrother or stepsister, father, mother or ancestry of either, stepfather or
stepmother, niece or nephew, aunt or uncle, in-law or the spouse of any of the above.




Accordingly, by the TCJA, a beneficiary who has no use for the balance in a 529 college savings
account can take distributions from the 529 college account and roll it over within 60 days to an
ABLE account for a relative who is disabled or blind and the tax deferral continues.

Pennsylvania ABLE Act

As of January 2024 there are about 49 ABLE programs nationwide inviting eligible individuals to open
an ABLE account, most of which are enrolling individuals regardless of their state of residence.

The Pennsylvania Achieving a Better Life Experience (ABLE) Act follows federal legislation that
authorizes states to create ABLE programs. The account maximum in Pennsylvania is $511,758,
although it follows the federal rules that anything over $100,000 is taken into account when
determining other federal benefits. There are specific benefits for PA residents who open an ABLE
account in Pennsylvania including, residents can deduct PA ABLE contributions up to $18,000 per year
from Pennsylvania taxable income.

In Pennsylvania, you may choose to direct your contributions to one or any combination of seven
investment options offered by the PA ABLE Savings Program. Six are Asset-Allocation Options with
varying blends of stocks, bonds, and cash — with the combinations ranging from conservative to
aggressive. The seventh is an FDIC-insured interest-bearing checking account with a debit card
provided through Fifth Third Bank. Eligible Individuals who can enter into contracts are Account
Owners with complete control of their account — a trustee or representative is not needed. To establish
an account for minors or adults who lack the capacity to contract, a parent, guardian or person with a
Power of Attorney must open the account.

For information on eligibility or how to enroll please feel free to contact us anytime to discuss how we
can assist or guide you in achieving a better life experience for a disabled family member.

Please visit our website: www.pozzuolo. com
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