
New York State Bar Association Elder Law Section      1

Guidelines for 
Trustees of First 
Party Supplemental 
Needs Trusts

Prepared by the Special Needs 
Planning Committee

NEW YORK STATE BAR ASSOCIATION

ELDER LAW SECTION





TABLE OF CONTENTS

I. Welcome/Introduction: 
 Now That You Are a Trustee ................... 1
 A. What is a fi duciary? ............................ 1
 B. What is a Trust? ................................... 1
 C. Who is a Trustee? ................................. 1
 D. Who is the Benefi ciary? ...................... 2

II. Overview of Supplemental
 Needs Trusts .............................................. 2

 A. What is a Supplemental Needs 
  Trust? ..................................................... 2
 B. What is Supplemental Security 
  Income? (SSI) ........................................ 2
 C. What is Medicaid? ............................... 2
 D. First Party SNT .................................... 3

III. Your Initial Obligations as Trustee. ...... 4
 A. Reading and Understanding 
  Your Trust Document. ......................... 4
  1. Grantor – Settlor ............................. 4
  2. Declaration of Intent. ..................... 4
  3. Administration of Trust. ................ 4
  4. Funding the Trust. .......................... 4
 B. Assistance of Professional Advisors ...5
 C. Specifi c Advice ..................................... 5
  1. Know Your Benefi ciary. ................. 5
  2. Bond requirement. ......................... 6
  3. Accounting requirements ............. 6
 D. Understanding Your Fiduciary 
  Obligations as Trustee ......................... 7

IV. Duties of Trustee ....................................... 7
 A. Duty to Collect Assets and 
  Fund Trust ............................................ 7
 B. Authority to Hire Professionals 
  for Trust Management ........................ 7
 C. Duty to Inform and Account ............. 8
 D. Commissions as Trustee ..................... 8
 E. Managing Trust Assets ....................... 8
 F. Prudent Investor Act ........................... 9
 G. New York State Regulations 
  Regarding First Party Trusts .............. 10
 H. Securing Federal Tax 
  Identifi cation Number for the Trust .... 12
 I. Filing Annual Income Tax Returns ... 12



V. How Your Decisions as Trustee 
 Might Impact the Benefi ciary’s 
 Entitlement to Other Benefi ts ................. 12
 A. Social Security Disability .................... 13
 B. Adult Child Benefi ts ........................... 14
 C. Medicare ............................................... 14
 D. Offi ce of Mental Health Benefi ts ....... 14
 E. Section 8 Housing ................................ 15
 F. S.N.A.P. Benefi ts (Food Stamps) ........ 15
 G. HEAP..................................................... 16

VI. Making Appropriate Disbursements ... 17
 A. Paying for Housing/Shelter (buying 
  a home; paying/subsidizing rent) .... 17
 B. Paying for Utilities 
  (electric, gas, water) ............................ 18
 C. Paying for other household 
  expenses (phone, cable, internet, 
  maid service, lawn service) ................ 18
 D. Paying for household furnishings 
  and other personal property .............. 19
 E. Buying the Benefi ciary Clothes ......... 19
 F. Buying the Benefi ciary Food 
  (weekly groceries, meals out) ............ 19
 G. Paying for a Car and all 
  insurance related thereto .................... 19
 H. Setting up a prepaid funeral 
  account .................................................. 20
 I. Paying for travel and 
  entertainment expenses ...................... 20
 J. Credit Card ........................................... 20
 K. Paying for Educational Expenses ...... 20
 L. Paying for Medical Expenses ............. 21
 M. Paying for Insurance (health, auto, 
  homeowners, long term care, 
  disability, life, other) ........................... 21
 N. Items that will affect SSI 
  and Medicaid ....................................... 21
 O. Final Expenses Upon Death ............... 21

VII. Defi nitions ................................................. 22
 A. Fiduciary/Trustee ............................... 22
 B. Benefi ciary ............................................ 22
 C. Grantor/Creator/Settlor .................... 22
 D. Court ..................................................... 22
 E. Department of Social Services ........... 22
 F. Disability ............................................... 23



 G. Social Security Disability 
  Income (SSDI) ...................................... 23
 H. Supplemental Security Income 
  (SSI)........................................................ 23
 I. Medicare ............................................... 23
 J. Medicaid ............................................... 23

VIII. Conclusion ................................................. 24





New York State Bar Association Elder Law Section      1

I. Welcome/Introduction: 
Now That You Are a Trustee.

Congratulations on accepting your recent 

appointment as Trustee of a Supplemental 

Needs Trust! A Supplemental Needs 

Trust, sometimes called a Special Needs 

Trust, but referred to interchangeably or 

simply as an “SNT,” is a valuable legal tool 

available to assist persons with disabilities 

in maximizing their resources and 

enhance their quality of life. We hope the 

following basic guidelines will assist you in 

understanding your responsibilities.

A. What is a fi duciary? 

You have accepted the role of Trustee. As 

such, you are now a fi duciary. A fi duciary 

is one who owes to another the duties of 

good faith, trust, confi dence and candor; one 

who must exercise a high standard of care 

in managing another’s money or property. 

Thus, you must act in the best interest of 

the SNT benefi ciary and may not mix Trust 

assets with your own assets or profi t from 

your role as Trustee, other than receiving 

Commissions for your work as Trustee.

B. What is a Trust? 

A Trust is a legal written entity created 

through a written document. It sets forth the 

reason the Trust was created and how assets 

owned by the Trust may be distributed.

C. Who is a Trustee?

A Trustee is a fi duciary who is entrusted 

with managing the Trust assets. As Trustee, 

you are entrusted with investing the Trust 

assets and disbursing them in accordance 

with the terms of the SNT. You may have 

been appointed by the person who created 

the Trust or by a Court. 
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D. Who is the Benefi ciary? 

The Benefi ciary is the person for whom the 

Trust was established. The Benefi ciary is 

the person who will have the trust assets 

applied for his or her needs.

II. Overview of Supplemental 
Needs Trusts.

A. What is a Supplemental Needs 

Trust? 

A Supplemental Needs Trust (SNT) is a 

trust designed to qualify or preserve the 

Benefi ciary’s eligibility for government 

benefi ts, such as Medicaid and Supplemental 

Security Income (SSI). These programs, 

which are described in greater detail below, 

are often vital for the Benefi ciary of SNT, 

who is an individual with a disability, 

sometimes called the Benefi t Recipient. 

B. What is Supplemental Security 

Income? (SSI)

Supplemental Security Income (SSI) is a 

government benefi t for persons with a 

disability of limited means. A person with 

a disability may qualify for SSI fi nancially 

because he or she does not have income and 

assets greater than the SSI rules allow. In 

general, for 2011, a single person must have 

limited income and not more than $2,000.00 

in countable assets. If you need more 

information on eligibility for, entitlement to, 

applying for, and maintaining SSI benefi ts, 

you may consult with an experienced 

special needs attorney to learn those rules. 

Information is also available at www.ssa.gov.

C. What is Medicaid? 

Medicaid is a government benefi t that assists 

the disabled and/or elderly with medical 
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