KENTUCKY POOLED
SPECIAL NEEDS TRUST

for parsans with mental retardation and developmental disabilities.

The Trust that provides and protect:



Dear Friend of Cedar Lake,

Mary of us work our entire lifetime with the intention of leaving
aur esiate to a select lew beneficiaries when we die. We work
nard to invest in stocks and mutual funds, and contribute to a
retirement account — in hopes our estate will accumulate
wealth, Typically, our beneficiaries may include our churgh,

5 few charnlies close to our heart, and most importantly, our
children. However. if you have a child with rmental retardation
or other developmental disability, this scenario hecomes gven
mara camplex.

Many parents ask themselves, "What will happen to my child
when | die? How much money will my child need for “special
needs”, therapy, and eguipment that governmenta! benefits wan't cover gver their lifatime?
How can | leave some of my estate to my disabled child and not sacrifice their governmental
benetits? What should | do? Who can | trusi?”

These are all valid questions and fortunately, Cedar Lake has developed a solution that
sddresses many of these caoncerns - The Kentucky Pooled Special Needs Trust.

The Kentucky Pooled Special Needs Trust (KPSNT) was established by the Codar Lake
Eoundation in 2002 for the benefit of persons in Kenlucky with mental retardation and other
developmantal disabilities (MR/DD). Trusts like ours have the approval of the United States
goyernment. Though the KPSNT is the first of its kind in Kentucky, there are several other
states with similar “pooled special needs trusts.” As this brochure will explain, the KPSNT
will enable you to provide financial secunty for your loved one after you are gone without
endangering existing government benefits. Alsa, when the Trust terminates, you can leave
the remaining trust principal to any person or organization of your chogsing, or you can elect
to benetfit other persons with mental retardation by leaving the remaining trust principal
within the Trust.

The KESNT is an exciting new service being offered to all Kertuckians with mental
retardatian. Please take a few moments to read through this hrochure which will explain the
concept and the benefits of the Kentucky Pooled Special Needs Trust. [f you have any
guestions or want 1o talk with someone regarding the KPSNT, please contact the Cedar Lake
Foundation at (502) 4255323,

H. James Richardson
President and Chief Operating Qfficer
Cedar Lake, Inc., and Subsidiaries

Cedar Lake has been
serving people with
mental retardation for
over 30 years.




C——

TERMS YOU'LL NEED TO KNOW

Grantor - 15 the person who sets up the sub-account n the Trust and provides Its inltal
fundiing, The Grantor can be the indivichaal with the disabilily a5 well as a parent, grandparent,
Buardean, Sbling or aoyong clbd,

First-Party Grantor - |5 the person with the disability who funds the su-account with ther own
maney. A CFirsl-Party Gantor Trust Is also known as a '‘Benefiary Funded Trust”

Third-Party Grantor - 15 a person who sets up and funds the sub-acoount on behalf of the
Beneficlary.

Baneficinry - is the parson with mental rplardation who s the primary focus of the Trust smnd
who 15 tended to receive distnbutions from the Trust. This person must be a3 Kentucky
resident

Guardian - is the legal guardian, conservalor, agent
acting under a durable power of attorney, trustee.
representative Payhod, OusStoian, of ofher iepal
represemtaine of a Beneficiary,

Primary Reproesentative - the Primary Hepresentative
Is a person closs to the Banehiciaty who onginstes
requests for oopendiures from the sub-account. In
mast cases, the Primary Representative will be the
Beneficiary's Guardian

Sub-Account - is the financial account within the Trias
which s malntainea for the benefit of the individual
Boneficiary. Sub-accounts may be "Funded’ or 'Fulure - Funded

Manager - tThe Codar Lake Foundation is the manager of the Trus!

Trustee — Fifth Third Bank of Kentucky is the Trustee of the Kentucky Pooled Special Neeads
Trust and 15 a leading financlal institution that holds, imvests, and manages mare than $192
Ballian through thoir imvestment Advisors Division

Irrevocable — once a sub-account s established and the “Enrcliment Agreement tas een
signed, the money you contribute becomis property of the Trust intended for the Banef|clary
and cannot be amended or refunded,

Questions & Answers

What = the Kentucky Pooled Special Meads Trust?

Thar Mentucky Pooled Specol Neads Trust (KFSNT) has been established 1o give paranis, family
members and guardians the opportunity to put money aside for a person with mental retardation
while assunng protection of the governminial benefits thiy currently have or may receive |n the
fiture. Even a person with mental retardation can open a sub-account {or themsealves

PURPOSE

Whao is the KPSNT designed for?
The Kentucky Pooled Special Needs Trust is designed axciusively to benetlt indmaduals in
Hentucky, with mantal retardaticn and other developmental disabilibies.



The Kentucky Pooled Special Needs Trust is made up of multiple sub-accounts, which are
opened by Grantors, for Beneficiaries. Once you open your sub-account, that monay is pooled
with rnonies from other Grantors. This pool of money is then conservatively invested by the
Tritctea (Fifth Third Rank) o ensure the arincipal earns an investmeant income. Money fron vour
sub-account will be used to enhance the guality of life for the Beneficlary you have identified.

Can’t | just leave my estate to my loved one without using a speclal needs trust or the KPSNT?
Yes you can, but you run a high risk ol disqualifying your loved one from their government
benefits, aither now of in the future. Inheriting or receiving anv amount over $2,000 often
immediately jeopardizes an individua! with disabilities’ governmental support. After being
disqualified from their governmental support. the money you left them will be spent down below
$2,000 nefore they can reapply for governmental support. When this happens, almaost all of
the money vou've left them will be completely gone!

Can't | Just set up my own special needs trust?

Yes, vou can, However, you will need to hire an
attorney and find a financial institution willing to serve
as Trustee. Typically, financial institutions lack
expertise and experience in providing for persons with
mental retardation and reguire a substantial sum of
money in order for them to gat involved. With the
KPSNT, we have experience with persons with mental
retardation, plus we have already paid the legal fees
and have a Trustee. Additionally, with the KPSNT, you
don't need to have a large sum of money to open &
sub-account.

EMOTIONS

Why should | do this?
Because you want to leave some portion of your estate for a loved ane or a person with mental
retardation to help ensure their financial security in the future. The ultimate goal of the KPSNT

is to enhance the quality of life for persons with mental retardation and other developmental
disahilities.

When should | set up the Trust?

Many families want to have the trust sub-account set-up and in-place with initial funding. This is
called a ‘Funded Sub Account.” This provides peace-of-mind and allows your loved one to utilize
the Trust today. You may elect to fund the sub-account through a beguest in a will, insurance
policy, or living trust. With this aption. the Trust will become funded upon your death. This is
called 'Future Funded’.

Regardless of when vou elect to fund the sub-account. the time to plan for the future is now!



By leaving this money to my loved one, will they have to sacrifice thelr government benefits?
No. The KPSNT is intended to suppiement, nat replace, basic support by various government
assistance programs, Since the funds da not actually belong to the Beneficiary, the
gauvernment doas nol view this as income and therefore, government benefits are not
jecpardized. The protection of governmental benefits is what makes the KPSNT such an
attractive instrument.

Can | change my mind after | establish a sub-account?
Once the sub-account s established, the Trust
hecomes ‘irrevocable’, meaning the money vou
put into the sub-account hecomes permanent
property of the Trust to be used specifically to
enhance the qualily ot ite tor the Beneficiary.

What happens when my loved one dies?
It depends upon whose money was used to fund
the sub-account.

If the money in the sub-account belonged to &
third-party Grantor, then the remaining funds in
the sub-account can be distributed to any person
ar organization the Grantor pre-designates in the 'Enrollment Agreement.”

i

If the money in the sut-account belonged to the Beneficiary. then the remaining funds must
either (1) be left in the Trust to benefit other people already enrolled in the Trust or (2) to be
used to pay state claims for reimbursements of governmental payments, if any, made during the
Beneficiary's lifetime.

Can | change recipient beneficiarles after the sub-account is established?
No. Once the sub-account i5 established, it cannot be amended.

PLAYERS

Who can open a sub-account?

Anyone. Parents, grandparents, other family members, guardians or anyone else interested in
the well-being of a person with mental retardation. Even the person with the disability can open
a sub-account for themselves with their own money,

Who manages the Trust?

The Cedar Lake Foundation is the ‘Manager’ of the Trust, As the Manager, the Cedar Lake
Foundation has assembled an experienced and knowledgable Management Committee
consisting of the Chairman of the Cedar Lake Foundalion Board, two other Cedar Lake Board
members, and two senior Cedar Lake staff members. This Management Committee is
sensitive to your loved one's governmental benefits and is their advocate in applying
sun-account Trust funds for their sole benefit. The “Manager” has complete and latal

discretion on the apoproval of any and all sub-account distributions for Beneficiarios.












