Reprinted with permission from the Society of FSP.
Reproduction prohibited without publisher’s written permission.

A 50-State Review of
ABLE Act 529A Accounts

by Annemarie Kelly, JD, LLM

Lewis Hershey, PhD, MA

ABSTRACT

This article reviews recent literature, legisla-
tion, and account information concerning 529A
accounts created under the Stephen Beck, Jr.,
Achieving a Better Life Experience (ABLE) Act
[26 U.S.C. 8 529A (2014)] and analyzes ABLE
savings programs across all 50 states. The au-
thors conclude that a 50-state review of ABLE
Act rollouts dictates that professional planners
should consider six key questions when decid-
ing which state ABLE program best serves a
client’s needs: 1) Will program fees for main-
tenance, disbursement, print, rollovers, ad-
ministration, or other services unduly burden
or otherwise inconvenience the client? 2) What
are the state account balance limits? 3) Is the
client eligible for a state income tax credit for
ABLE account use? 4) Is the client best served
by a program that offers a debit or purchasing
card to use ABLE account funds? 5) Does this
state offer the degree of investment risk that
most benefits the client? and 6) How will the
investment-related fees for this particular state
program impact the client? Best practices for
due diligence as well as professional standards
of care require that specialists be familiar with
the core differences between active state ABLE
account programs and then tailor their guid-
ance accordingly.
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Introduction

inancial planners who work with clients
F with disabilities and families with special
needs are keenly interested in the rollout of
529A accounts created under the Stephen Beck, Jr.,
Achieving a Better Life Experience (ABLE) Act across
the country.! Of particular interest is how the ABLE
accounts complement or complicate other planning
tools, such as special needs trusts (SN'Ts). For exam-
ple, in choosing between SN'Ts and ABLE accounts,
Kirby-McLemore notes that ABLE accounts can be
used to directly support the household expenses of
a beneficiary with a disability where SNTs cannot.?
SNTs must “supplement” such expenses, though such
supplementation can include the cost of a full-time
caregiver.” Additionally, each state’s ABLE statute and
program are, to a greater or lesser extent, unique to that
jurisdiction. Differing account terms, processes, and
focuses across state lines create complexity for financial
planners who assist clients with a disability. Solkoff re-
ports that states are required under Medicaid to seek
repayment for premiums and the cost of services when
a Medicaid patient dies. Here, too, states may vary in
how such remedies are sought, including state differ-
ences on the use of gifts by potential patients in order

to qualify for Medicaid in a given state.
Similarly, state differences in ABLE accounts and
the lack of standardization are a cause for concern for
both clients and planners. As Hershey et al. note, such
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differences create “...confusion in the marketplace as
news of ABLE accounts in one state becomes miscon-
strued by those seeking to set up ABLE accounts in
another state.” Elsewhere, the authors also recognize
that “there are at least five new potential positives for
planners working with clients with special needs that
will emerge as the ABLE Act is implemented across
the country.” But in both cases, the differences in
how the ABLE Act is implemented across the 50
states and the District of Columbia create new chal-
lenges for financial planners seeking to service clients
with disabilities and special needs.

Because of the wide variation in ABLE account
programs across the states, financial planners need
comparison information on the status of ABLE pro-
grams as they are now and how they are developed
as they come online (both literally and figuratively).
This article provides such a review and concludes
with six key questions that financial planners should
ask when sifting through the various state options for
opening an ABLE account.

Overview of the ABLE Act

The ABLE Act amends Section 529 of the In-
ternal Revenue Code to establish tax-free savings ac-
counts for individuals with disabilities.” The federal
law mirrors many of the rules and regulations of 529
qualified tuition programs, including account contri-
bution limits and tax reporting requirements. ABLE
Act accounts allow for tax-free savings on “qualified
disability expenses” such as medical and dental care,
education, community-based supports, employment
training, assistive technology, housing, and transpor-
tation.® Subject to certain exceptions within federal
and state tax code, ABLE account distributions are
excluded from the designated beneficiary’s income for
the respective tax year” ABLE Act accounts are de-
signed to supplement, but not to substitute for, benefits
from private insurance and/or government means-test-
ed programs.” Most importantly, savings in an ABLE
account cannot cause a beneficiary to lose her or his
eligibility for means-tested government benefits pro-
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grams like Medicare and Social Security Income (SSI),
subject to certain limitations.

Federal law requires that each state have an ABLE
account program." Once the key federal ground
rules for the ABLE Act were put into place, state leg-
islatures began to sculpt the details of their particu-
lar ABLE accounts and execute program rollouts. As
of this writing, ABLE Act legislation is enacted in
the District of Columbia and all states except Wyo-
ming."> ABLE legislation is in various stages of imple-
mentation from state to state, and no two state laws
are exactly alike."”” During the past several years, state
governments, state-hired vendors, for-profit organiza-
tions, and nonprofits have scrambled to address the
public’s growing interest in ABLE Act accounts.

Limited Tools for State-by-State
Comparisons of ABLE Programs

One of the greatest initial challenges facing both
planners and clients alike in creating an ABLE account
is determining which state ABLE program to utilize.
Qualified individuals seeking an account are not re-
quired to enroll in their home state’s ABLE program.'
While individuals have a de facto choice among any
ABLE program in the nation, the reality is that only
29 states have ABLE Act programs that are open for
enrollment and, of those, some are not yet accepting
out-of-state applications.” The active ABLE Act pro-
grams in Florida, Georgia, Kentucky, Louisiana, Mis-
souri, and Vermont are currently limited to in-state
residents while the state governments finalize prepara-
tions to expand eligibility in future project phases.

At present, the federal government has offered
no practical metrics or guidance to help potential ac-
countholders choose which ABLE account programs
best suit their needs. There are only a limited number
of third-party tools to assist with state-by-state com-
parison efforts. The most comprehensive online state
review tool is through the National Disability Insti-
tute’s ABLE National Resource Center (ANRC).!° In
the ANRC’s words, this collaborative resource serves
as a “facilitator between the disability sector, govern-
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ment, and financial service companies to accelerate
the effective design and availability of ABLE accounts
nationwide.”” The ANRC research tool provides the
high-level program details for each state in a table
layout. Researchers on the ANRC’s site can perform
side-by-side comparisons of key program details. 7ime
Money also maintains an online state-by-state sum-
mary of ABLE account information; however, it has
been updated only twice in the past year.'® Both the
Time Money and ANRC pages provide links to state
program websites. The ANRC provides direct links
to the account disclosure forms for active state ABLE
programs; however, certain links have become outdat-
ed and broken as states continue to update their ABLE
pages. While the third-party sites like the ANRC are
designed to be kept continuously up-to-date, some
programs are evolving so quickly that web content
managers cannot update their ABLE summaries fast
enough to keep them current. Therefore, financial
planners should make it their standard practice to look
to state websites directly to confirm essential program
features and never rely solely on third-party sites.

Professional Due Diligence Requirements
for Analyzing State ABLE Programs
Planners are faced with the difficult task of ana-
lyzing the pros and cons of each state program on a
case-by-case basis."” As part of the ABLE enrollment
process, states ask applicants to perform a thorough
review of copious pages of contracts and forms. Each
state ABLE program maintains an account disclosure
agreement, which usually runs in excess of 100 pag-
es. ABLE account disclosure forms have various titles
across state lines including, but not limited to, mem-
ber plan, program disclosure statement, and plan dis-
closure statement. Some states combine their ABLE
disclosures with participation agreement contracts,
while others maintain separate documents. States
that rolled out their ABLE programs early on are now
in the process of revising their master agreements to
reflect the latest updates, so certain disclosure and
participation documents contain multiple adden-
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da to base contracts. Contained in the fine print of
most disclosure agreements are links to additional
information regarding investment options, strategies,
and risks. Depending on the program in question,
researchers must call, e-mail, or browse a third-party
investment manager site to obtain the additional in-
formation such as the current investment prospectus
and the most recent semiannual or annual report.

In direct contrast to SN'Ts, ABLE accounts do
not require use of a trustee or a professional finan-
cial manager. Directly or indirectly, every state ABLE
program encourages do-it-yourself (DIY) account
management.”’ Indeed, the majority of state ABLE
programs both encourage DIY account management
and warn against it. Consider, for example, the fol-
lowing broad disclaimer used by 12 of the 13 states
in the National ABLE Alliance:

Please read and consider the Plan Disclosure Doc-
uments carefully before investing. Before invest-
ing in any ABLE program, you should consider
whether your home state offers an ABLE program
that provides its taxpayers with favorable state tax
or other benefits that are only available through in-
vestment in the home state’s ABLE program. You
also should consult your financial, tax, or other
adviser to learn more about how state-based ben-
efits (or any limitations) would apply to your spe-
cific circumstances. You also may wish to directly
contact your home state’s ABLE program, or any
other ABLE program, to learn more about those
plans” features, benefits and limitations. Keep in
mind that state-based benefits should be one of
many appropriately weighted factors to be consid-
ered when making an investment decision.?”

In the same vein as the above warning, a majority
of state ABLE programs contain the following dis-
claimer or substantially similar language:

Investors should consider before investing wheth-

er their home state offers any state tax or other

benefits that are only available for investments in
such state’s qualified ABLE program and should

consult their tax advisor, attorney and/or other
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advisor regarding their specific legal, investment

or tax situation.*
Many state ABLE programs also disclaim that the
“information contained in this [state ABLE program]
website is for general information purposes only and
does not constitute tax or investment advice.”*

Most states provide both phone numbers and
e-mail addresses for state employees or third-party
vendors to answer program questions and provide as-
sistance to applicants.** While most states have hired
vendors to provide enrollment and account manage-
ment assistance, the Colorado ABLE program is the
only state that has partnered with a local nonprofit
organization for such services.” The Colorado Fund
for Persons with Disabilities (CFPD) assists individu-
als with managing pooled trusts and offers guidance
to individuals qualified to open ABLE accounts.?
While CFPD enrollment assistance is free to all,
CFPD offers membership services for those who re-
quire ongoing support in managing their accounts.”
CFPD’s flat-rate services range from monthly con-
sulting to hourly authorized decision-making, de-
pending on the needs of each individual.*®

ABLE account applicants face the challenge
of reviewing dense legal agreements and weighing
complicated investment option risks. As a resul, it
is highly possible that the average ABLE account
applicant is not fully informed on the particulars of
the ABLE program in their home state, let alone able
to evaluate whether another state’s program would
better suit their needs. As noted by Hershey et al.,
an unsophisticated ABLE accountholder who is not
knowledgeable about tax law dynamics or financial
planning could inadvertently create investment re-
sults that exceed account limitations and open the
beneficiary to penalties and the loss or suspension of
certain public benefits.”” As Rephan and Groshek ex-
plain, the “loss of eligibility for these programs means
loss of income streams that are [often] crucial for the
individual’s continued health.”?°

Because clients may misconstrue sweeping state-
ments about the law, financial planners must take care

to avoid overbroad descriptions of the benefits and
scope of the ABLE Act. Though structured in many
ways like college savings accounts, ABLE accounts
serve unique long- and short-term purposes for their
users.”’ The disability-related needs of ABLE account-
holders can differ significantly from those who use
other flexible savings tools like health savings accounts
(HSAs) and individual retirement accounts (IRAs).
For example, while college savings are commonly spent
within a 4- to 6-year period, most ABLE account users
will rely on their savings for disability-related expenses
throughout their entire lifetimes.” The current law’s
many potential positives come with numerous possible
pitfalls.”» Among the significant policy shortfalls in the
ABLE Act is its limited scope—only individuals who
were diagnosed with a qualifying disability by age 26
can open ABLE accounts.**

As seasoned financial planners well understand, it
is essential that ABLE participants adhere to the best
practices for keeping original or scanned copies of re-
ceipts for disability-related expenses and know how to
record proof of withdrawal documents for tax purpos-
es. Nevertheless, among the active ABLE programs,
only the state of Iowa provides any written guidance
on how individuals can best track disability-related
expenses.”” The Iowa ABLE program offers a with-
drawal log spreadsheet that includes the following
columns in a simple table: withdrawal date, amount,

36 All in all, most warn-

payee, and brief description.
ings about the potential pitfalls of DIY ABLE account
management and best investment practices are lost in
a myriad of other terms and conditions within state

ABLE program literature and website links.

Federal Administrative Guidance to
Help Interpret ABLE Act Requirements
Since the ABLE Act was enacted, the IRS has
offered a stream of administrative notices to provide
guidance to the states as they design, develop, and im-
plement their ABLE programs.” These notices were
originally projected to become part of the final IRS
regulations in 2017, however, the IRS has now sched-
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uled final action for June 2018.® The IRS has con-
firmed that its administrative guidance is designed, in
part, to “make it easier for states to offer and adminis-
ter ABLE programs.” The latest IRS guidance states:
ABLE programs won’t be required [under the
final IRS regulations] to establish safeguards to
determine which distributions are for qualified
disability expenses. They also are not required to
specifically identify or record distributions used
for housing expenses. Designated beneficiaries,
however, will need to categorize distributions to
determine their federal income tax obligations.*’
The IRS has offered the following guidance regarding
ABLE certification procedures across all states:
All Designated beneficiaries can open an ABLE
account by certifying, under penalties of perjury,
that they meet the necessary requirements. This
means they have a signed physician’s diagnosis
and will provide it to the program or the IRS
upon request. Eligible individuals with disabili-
ties will not need to provide the written diagnosis
when opening the ABLE account and ABLE pro-
grams will not need to receive, retain, or evaluate
detailed medical records.*

State Income Tax Benefits Options
for ABLE Account Use

Of the ABLE account programs that are currently
active, lowa, Maryland, Michigan, Nebraska, Ohio,
Oregon, and Virginia offer tax benefits that are lim-
ited to in-state residents and in-state programs only.*?
Iowa offers an individual state income tax deduction
of up to $3,239 for any lowa taxpayer who makes
contributions to an Iowa ABLE account.” Maryland
provides an income tax deduction of up to $2,500
per contributor per ABLE account beneficiary per
year, with a 10-year carryforward of excess contribu-
tions.** Michigan offers up to a $10,000 deduction
for joint filers and $5,000 for single filers for contri-
butions made to the account.”” Nebraska offers up to
a $10,000 deduction for joint filers and $5,000 for
single filers for contributions made to the account.*

In Ohio, $2,000 of contributions are deductible for
state individual income tax purposes per contributor
with unlimited carryforward.”” As such, if an Ohio
taxpayer contributes more than $2,000 to an Ohio
ABLE program account in a calendar year, they can
carry the remainder of the contributions forward to
later years, deducting $2,000 each year until their
entire contribution has been fully deducted from
their taxes.” Oregon offers a deduction option, but
it includes a unique age cap—Oregon allows up to a
$4,660 deduction for joint filers and $2,330 for single
filers for contributions made to benefit account hold-
ers who are under age 21.* Virginia allows $2,000 of
contributions to an ABLEnow account per contribu-
tor to be deductible for state income tax purposes.”

ABLE Account Balance Limits

Under federal law, contributions cannot exceed the
annual exclusion for federal gift tax, which is current-
ly $15,000 per year.”! While the annual contribution
limit is the same across all state ABLE programs, the
maximum account balance limit varies from state to
state and is the same as the state’s 529 college tuition
savings account limit.* Under the law, accounts that
have reached the limit for annual contributions or the
account balance limit may continue to grow and accrue
earnings tax-free.® Of the ABLE programs that are
currently active, the lowest account balance limit is in
Oregon, with a cap of $310,000.>* The highest account
balance ceiling is in Pennsylvania, which allows a maxi-
mum of $511,758.” See Figure 1 for a summary of state
account balance limits for active ABLE programs.

Annual Maintenance Fees

To date, only four ABLE Act programs offer
accounts without annual maintenance fees: Florida
ABLE United in Florida, ABLE TN in Tennessee, LA
ABLE in Louisiana, and ABLEnow in Virginia.* The
remaining 25 active programs require maintenance
payments collected monthly, quarterly, or annually.”
Across the country, maintenance costs average $45,
with yearly total fees ranging from $30 to $60. The
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following eight states mandate an additional $15 in
maintenance fees for those who wish to receive paper
statements and confirmations instead of online-only
documents: Colorado, Illinois, Iowa, Kansas, Minne-
sota, Nevada, North Carolina, and Rhode Island.’®
Over time, maintenance fees can add up to signifi-
cant costs. For instance, qualifying female and male
ABLE accountholders born in 2017 face, respective-
ly, $1,217 and $1,145 in added paper mailing costs
over the course of their lifetimes.”” Based on current
life expectancies, base maintenance fees of $30—$60
a year will result in a total lifetime loss of between
$2,430-$4,860 for females and $2,280-$4,560 for
males.” The prospect of significant net losses from
some ABLE programs over the course of a lifetime
may inform a client’s decision to choose certain ABLE
programs with low fees. Alternatively, high ABLE
program fees may cause some clients to choose other
methods of financial planning over ABLE accounts.
Two states, Michigan and Oregon, require account
holders to pay a percentage of their investment costs on
top of the base maintenance fee.”! Michigan’s MiABLE

FIGURE 1

Account Balance Limits for Active ABLE Programs

program users are required to pay $45 in maintenance
each year plus a program management fee of 0.5 percent
of the average daily net assets in the account.® In addi-
tion, MiABLE fees will further reduce account values on
a quarterly basis by assessing the maintenance fee in ar-
rears in the amount of 0.125 percent against the current
account balance.® Oregon offers two ABLE programs
(one for in-state residents and the other for out-of-state
accountholders), and both have additional asset-based
fees ranging from 0.30 percent to 0.3810 percent of the
total account amount.** Assuming an average account
balance of $10,000 over the cost of a lifetime, the addi-
tional percentage-based fees alone in Michigan will cost
$5,063 for females and $4,750 for males. (See Table 1.)®
With an average account balance of $10,000 in an Ore-
gon ABLE Act plan, percentage-based maintenance fees
will cost about $3,086 for females and $2,896 for males
over the course of a lifetime.®® (See Table 2.) In Mich-
igan and Oregon respectively, females will pay $8,708
and $6,713 and males will pay $8,170 and $6,316 in
total lifetime costs for a $45 base annual maintenance
fee combined with additional percentage-based costs.”
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Savvy planners should note that the inconvenience of
the fees in Michigan-based ABLE accounts may be out-
weighed by the fact that the state offers a high account
limit of $500,000 and that both Michigan and Oregon
offer tax deduction options for ABLE accounts.®
Federal law allows rollovers to other ABLE accounts
between qualified siblings.”” Seventeen states have no
fees for rolling one ABLE account to another. When an
ABLE account is terminated after a rollover in Alabama,
Michigan, Nebraska, or Oregon, however, the program
assesses maintenance fees.”” In Alabama and Nebraska,
a portion of the annual maintenance fee is charged.” In

TABLE 1

both Oregon and Maryland, there is a $50 fee associated
with rolling out of the state ABLE program.”

Apart from the standard electronic transfer
option for withdrawals, the Florida ABLE Unit
ed program offers accountholders the option to re-
ceive mailed paper checks. The first two checks each
month are free, however there is a maintenance fee of

$5.00 per check thereafter.”?

Contribution Processes and Options
One of the potential positives of the ABLE Act

is its ability to leverage new and innovative funding

Lifetime Maintenance Fee Analysis for Michigan MiABLE Accountholder with an Average Account Balance of $10,000'%¢

Lifetime Cost

Lifetime Cost of for Total Lifetime

Lifetime Base Additional Maintenance Cost of ABLE
Base Annual Annual Percentage-Based Assessmentin Account

Projected Life Maintenance Maintenance Maintenance Fee Arrears Maintenance
Expectancy Fee Fee Cost (.05%) (0.125%) Fees
Qualifying females born in $45 $3,645 $4,050 $1,013 $8,708
2017 (with 81 years of total
life expectancy)
Qualifying males born in $45 $3,420 $3,800 $950 $8,170

2017 (with 76 years of total
life expectancy)

TABLE 2

Lifetime Maintenance Fee Analysis for Oregon ABLE Savings Plan Accounts or
Oregon ABLE for All Savings Plan Accounts with an Average Account Balance of $10,000'%

Total Lifetime
Cost of ABLE

Lifetime Cost of

Lifetime Base Additional

Base Annual Annual Percentage-Based Account

Projected Life Maintenance Maintenance Maintenance Fee Maintenance
Expectancy Fee Fee Cost of 0.3810% Fees
Qualifying females born in 2017 $45 $3,645 $3,086 $6,731
(with 81 years of total life expectancy)
Qualifying males born in 2017 $45 $3,420 $2,896 $6,316
(with 76 years of total life expectancy)
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sources.”* As Hershey et al. predicted, many ABLE
Act accountholders are engaging in communi-
ty-based crowdfunding, sometimes organized under
an umbrella organization created for that purpose us-
ing a GoFundMe account or similar venue.” Multi-
ple individuals may make contributions to an ABLE
account, and there is no legal requirement that a do-
nor be a relative. Therefore, special-interest groups,
such as churches, charities, and other broad-based
benefactors, can fund ABLE accounts directly. De-
pending on the state program details, some or all of
the following means are used for ABLE Act contribu-
tions from third parties: online form, printed form,
and direct online contribution. The majority of states
encourage donors to use an “Additional Contribu-
tions Form.” The ABLE plans for Alaska, Illinois,
Iowa, Kansas, Minnesota, Nebraska, North Caroli-
na, Pennsylvania, and Rhode Island provide a form
to make account contributions by mailed check.”®
Virginia also provides a contribution form.””

The Kentucky and Missouri ABLE programs
do not yet allow credit card contributions, however,
they both provide an e-gift option for contributions
that must be initiated by the accountholder.”® Both
websites state that check contributions can be mailed
in “if necessary,” but this requires users to contact
the program help centers as no printable contribution
forms are available on the program sites.” The Flor-
ida ABLE United program allows contributions via
check, money order, cashier’s check, automatic con-
tribution, or payroll deduction.® In both the Florida
and Ohio ABLE programs, a standardized contribu-
tion form is available as well as gift certificates for
donors to provide to accountholders.®” The Massa-
chusetts ABLE program allows for contributions by
check or an electronic funds transfer from a bank or
other outside account.®> The Tennessee ABLE pro-
gram allows account owners and legal representatives
to request e-gift contributions through e-gifting links
e-mailed from the account access portal.®

Some states offer small incentives for contributors
like printed or electronic cards. The Alabama Enable
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Savings Plan provides a form for contributions with
a personal check, which can be sent by printed mail
only.** The Alabama ABLE account website provides
three cards to send to the account holders with the
following themes: happy birthday, special occasion,
and happy holidays.®® The “STABLE Account” part-
nership among the Missouri, Kentucky, and Vermont
ABLE programs offers a special gift tool that allows
accountholders to e-mail out requests for third-par-
ty contributions. Users can set up an “eGift event”
linked to their account and input or import the e-mail
addresses of friends and family members, and the
system will forward “unique link and a personalized
message, instructing them on how to make a gift.”%
Virginia's ABLEnow program maintains an on-
line contribution center page that allows contributors
to donate to ABLE accounts online or by mail, provid-
ed they have the account owner’s name and account
number.?” The Virginia ABLEnow site provides print-
able gift certificates with the following six themes: a
gift for you, congratulations, happy birthday, happy
Hanukkah, happy holidays, and merry Christmas.*®
The state of Michigan’s MiABLE program is
unique in offering a dedicated donation profiles
website for users to seek ABLE account donations
from the public.®” Accountholders and their families
can create a public-facing donations campaign page
and publish the accountholder’s name, photo, and
body of text requesting donations. Each donations
campaign page sets a target amount of $15,000 per
beneficiary, the current gift threshold set by feder-
al law.”® The page tracks the current yearly ABLE
account balance to date as well as the percentage
of donations that have been toward the yearly goal
limit.”* Many Michigan ABLE webpages describe the
nature of the individual’s disability and their goals
for the savings account funds, including education,
life expenses, and health care services not covered by
health care insurance.” Over 130 individuals have
published Michigan ABLE account donation pages
to date.”” One account profile reads: “I have Autism
and cannot talk. I need people to look after me so I
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can experience the fun things in life.” Another profile
reads: “I do struggle to afford the things to assist me
in being as independent as I can.”* Another reads
simply: “Student and Athlete.” The MIABLE site
provides contributors with an option to mail a check
or complete a donation entirely online.”

Program Administration
and Management

About half of all ABLE programs are adminis-
tered by the state treasurer’s office or department.”®
A minority of state ABLE programs are administered
by state departments with one of three scopes: hu-
man services, combined health and human services,
or revenue.” In some states, administrative program
duties are shared with or delegated to a specific ABLE
agency or board of trustees.”

It is a common and well-accepted practice for
states to hire third-party vendors to assist with state
initiatives, and all ABLE account vendors have un-
dergone a stringent and competitive bidding pro-
cess pursuant to state and federal antitrust laws.
Six states are currently paying third-party vendors
to administer ABLE programs. Of those, only one
administrator is a domestic not-for-profit corpora-
tion.”” Four ABLE program administrative vendors
are domestic limited liability corporations, and one
is a for-profit corporation.'”

Required Minimum Contributions

Fifteen of the 29 openly enrolling state ABLE
programs require a minimum contribution to the
ABLE account.!” There is no contribution floor in
Alaska, Colorado, Florida, Illinois, Indiana, Kansas,
Louisiana, Minnesota, Montana, Nevada, North
Carolina, Rhode Island, Virginia, and the District of
Columbia.'”* Five programs require a $1 minimum
contribution amount: Georgia, Kentucky, Missouri,
Ohio, and Vermont.'”” Maryland’s program requires
that each contribution be at least $10."¢ Eight pro-
grams require a $25 minimum contribution amount:
Alabama, Iowa, Massachusetts, Michigan, Nebraska,
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New York, Pennsylvania, and Tennessee.'”® The state
with the highest minimum contribution amount is
Oregon, with a $35 threshold. Some states have ex-
ceptions to their minimum contribution rules. For
example, the Alabama and Nebraska ABLE programs
will waive their $25 minimum contribution amount
for those using the automatic investment plan or pay-

roll deduction options.'*®

Michigan reduces the min-
imum amount from $25 to $15 for those enrolled in
the automatic investment plan.'”” In the Tennessee
ABLE program, there are no required minimums for
contributions, provided they are made by check or
electronic funds transfer.'® Investors should note,
however, that the same Tennessee ABLE program
requires a minimum contribution of $25 if a contri-
bution is made via an automatic investment plan or
payroll deduction.'”?

The only active ABLE account program that cur-
rently charges an account disbursement fee is in Or-
egon."” In the Oregon ABLE program, fees apply to
the prepaid card, for paper statements, withdrawing
checks, bounced checks, and additional services.""! In
Oregon, any rollover transfers out of the plan cost
$50, returned checks cost $25 per check, paper check
disbursements cost $2.50 per disbursement (with an
additional $15 for overnight delivery), outgoing wires
cost $15 per wire, and the reissue of disbursement
checks costs $15 per issuance."* The Oregon ABLE
program charges a paper statement delivery fee of $10
per year.'” By comparison, the Louisiana program
does not charge disbursement fees but requires that
all disbursements be $200 or greater unless the dis-

bursement purpose is for account closure.'™

Debit or Purchasing Card Availability
Twenty-six programs offer ABLE program cards
for debit purchases."> ABLE debit cards are not yet

116 In

available in Florida, Louisiana, and Tennessee.
some states, a debit card option is offered directly
through banking contractors. For example, Massa-
chusetts offers ABLE debit cards only to those who

open a Fidelity Cash Management Account.'"” Several
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states assess a $2.00 monthly fee for debit card users.
However, states will waive debit card fees with either 1)
an average daily balance over $250, or 2) enrollment in
the electronic statement delivery option at Fifth Third
Bank."® Oregon and Maryland assess debit card us-
ers a $1.50 monthly fee for card use."” There are no
debit card fees in the following states: Virginia, Mis-
souri, Vermont, Ohio, Kentucky, Nebraska, Alabama,
Michigan, and Massachusetts.

TABLE 3

Investment Options, Risks, and Fees
Apart from checking account options, each
ABLE program offers predesigned investment port-
folios that allow planners to choose between target
risk options. Some states offer only conservative,
moderate, or growth/aggressive options, while others
offer choices of up to six degrees of risk: 1) aggressive,
2) moderately aggressive, 3) growth, 4) moderate, 5)
moderately conservative, and 6) conservative.'””* Most

Vendor Service Providers for ABLE Account Investment Management and/or Financial Oversight

Number of ABLE
Programs

Vendor Entity under Contract

State ABLE Programs under
Advisement and/or Mlanagement

BlackRock 14
Dimensional Fund Advisors 1
Fidelity Investments 2
Fifth Third Bank 4
First Tennessee Bank 1
Florida PRIME 1
Marquette Associates 1
PRIMECAP 1
Prudential Investment 1
Advisor
Sallie Mae (for high- 14
yield savings)
Schwab 13
Sellwood Consultants 1
Sumday Holdings (BNY 1
Mellon Co.)
The Nebraska Investment 2
Council
Vanguard 23

Alaska, Colorado, Florida, lllinois, Indiana, lowa, Kansas,
Minnesota, Montana, Nevada, North Carolina, Pennsylvania,
Rhode Island, Washington D.C.

Tennessee

Massachusetts, Virginia

Alaska, Georgia, Missouri, New York
Tennessee

Florida

Maryland

Tennessee

Michigan

Alaska, Colorado, lllinois, Indiana, lowa, Kansas, Minnesota,
Montana, Nevada, New York, North Carolina, Pennsylvania,
Rhode Island, Washington D.C.

Alaska, Colorado, lllinois, Indiana, lowa, Kansas, Minnesota,
Montana, Nevada, North Carolina, Pennsylvania, Rhode
Island, Washington D.C.

Oregon

Maryland

Alabama, Nebraska

Alaska, Colorado, Florida, Georgia, lllinois, Indiana, lowa,
Kansas, Kentucky, Louisiana, Minnesota, Missouri, Montana,
Nevada, New York, North Carolina, Ohio, Pennsylvania,
Rhode Island, Tennessee, Vermont, Virginia, Washington D.C.
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ABLE programs also offer money market, U.S. bond
fund, U.S. stock fund, and international stock fund
options.””! See Table 3 for additional details on the
available providers for investment management and/
or financial oversight by state ABLE program.

There are varying opportunities for financial
growth and loss across state ABLE programs. Total
asset-based fees differ among investment choices. (See
Table 4.) The lowest asset-based investment fee cur-
rently available is 0.035 percent for the money mar-
ket fund in Florida’s ABLE program.'”* The highest
asset-based investment fee is 0.94 percent for the 85%
Aggressive Growth Portfolio in Massachusetts’ ABLE
program.'” Twelve of the active ABLE programs set
0.38 percent as the highest possible investment cost.'**
Some states prohibit accountholders from moving
funds between investment options more than twice
each calendar year.'” Because of varying rules be-
tween state ABLE programs, financial planners must
take care to thoroughly review all account disclosure
details for investment risks as well as the terms and
conditions governing risk that are incorporated by ref-
erence into the ABLE disclosure documents via links
to other websites. State ABLE documents may include,
for example, links to program vendor’s websites that
contain additional risk and FDIC insurance details.

Conclusion: Six Key Questions
Financial Planners Should Ask when
Analyzing ABLE Options

In sum, implementation of the ABLE Act across
the states provides both opportunities and challenges
for would-be beneficiaries and/or others who seek to
help provide account setup and management assis-
tance. While implicitly designed to encourage DIY
planning, the wide range of benefits and limitations
across the plan is a daunting task for the lay planner.
As such, individuals and families with special needs
who qualify for ABLE accounts would be prudent to
consult with professional financial advisors.

Professional planners in turn must be prepared
to compare the benefits offered by each state’s plan
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with the specific situation of their clients. In order to

help sort so much competing information across the

states, professional planners should consider six key
questions when deciding which state ABLE program
best serves a client’s needs:

1. Will program fees for maintenance, disbursement,
prin, rollovers, administration, or other services un-
duly burden or otherwise inconvenience the client?

2. What are the state account balance limits?

3. Is the client eligible for a state income tax credit

TABLE 4

Total Asset Fees for Active State ABLE Programs

Active State
ABLE Program

Total Asset Fees
(Depending on

Investment Choices)

Florida 0.035%-0.29%
Louisiana 0.13%-0.14%
Georgia 0.19%-0.34%
Vermont 0.19%-0.34%
Kentucky 0.19%-0.34%
Missouri 0.19%-0.34%

Ohio 0.19%-0.34% for
Ohio residents;

0.45%-0.60% for

non-Ohio residents

Maryland 0.30%-0.38%
Oregon 0.30%-0.38%
Montana 0.34%-0.37%

Washington D.C.

0.34%-0.37%

Indiana 0.34%-0.37%
Colorado 0.34%-0.38%
Rhode Island 0.34%-0.38%
Alaska 0.34%-0.38%
Illinois 0.34%-0.38%
lowa 0.34%-0.38%
Kansas 0.34%-0.38%
Minnesota 0.34%-0.38%
Nevada 0.34%-0.38%

North Carolina
Pennsylvania

0.34%-0.38%
0.34%-0.38%

Tennessee 0.35%-0.62%
Virginia 0.37%-0.40%
New York 0.40%
Nebraska 0.50%-0.55%
Alabama 0.50%-0.56%
Michigan 0.50%-0.78%
Massachusetts 0.57%-0.94%
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for ABLE account use?

4. Is the client best served by a program that offers a
debit or purchasing card to use ABLE account funds?

5. Does this state offer the degree of investment risk
that most benefits the client?

6. How will the investment-related fees for this par-
ticular state program impact the client?
Analyzing these questions will help financial ad-

visors to navigate the many ABLE account options

that states provide and select the most beneficial pro-

gram for their clients. Il
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