

The Audlone

Living Revocable Trust Agreement




            This living revocable Trust Agreement is made this the 2nd day of August, 2012.  It is executed in duplicate by Audrey M. Phillips, acting in her current property ownership capacity, and Audrey M. Phillips, acting in her new fiduciary capacity as Trustee of the Trusts created by this Trust Agreement.  When acting in her current ownership capacity, Audrey M. Phillips will be referred to throughout this Trust Agreement as the Undersigned or by her name, Audrey.  When acting in her new capacity as Trustee, Audrey M. Phillips will be referred to throughout this Trust Agreement as the Trustee.  References to the "Trustee" or "Trustees" shall also include Audrey's successors when they may be acting in the fiduciary capacities described in this Trust Agreement.


Article 1


FAMILY


At the present time Audrey M. Phillips is a single woman.  She has two (2) children:  Good Son Phillips and Nice Daughter Phillips.


Article 2


TRANSFERS IN TRUST


In exchange for valuable consideration, Audrey M. Phillips, of the City of Provo, County of Sapphire, State of Utah, now transfers, assigns, grants, conveys, pays over, and delivers to Audrey as Trustee and her successor Trustees the property listed in Schedule "A" or the supplemental schedules annexed to this Trust Agreement and incorporated into this Trust Agreement by reference.  The Trustees are to have and to hold all of this property, and any cash, securities, or other property which they may acquire at any time under any of the provisions of this Trust Agreement.  All property which comes under the control of this Trust Agreement will be referred to collectively as the "Trust Estate," and it will be held for the uses and purposes and upon the terms and conditions set forth below.


Article 3


DISPOSITION BEFORE THE DEATH OF AUDREY M. PHILLIPS

Before Audrey's death, the Trustee shall hold, manage, invest, and reinvest the Trust Estate for the benefit of all present beneficiaries identified in the Trust Agreement.  The Trustee shall collect the income generated by the Trust Estate and shall dispose of the net income and principal as follows:


(A)
The Trustee shall pay to Audrey all of the net income of this Trust.  Payments may be made in monthly or other convenient installments, as the Trustee deems advisable in her sole discretion, but all of the net income must be paid out at least annually.  In addition to these income payments, the Trustee may, in her discretion, pay or apply for the benefit of Audrey any amount of the principal of the Trust Estate, up to the whole thereof. 


(B)
Audrey reserves the right to amend, modify, or revoke this Trust.  This reserved right is effective not only for the specified principal, but also the present or past undistributed income from that principal.  This right may only be exercised by a written document signed by Audrey.  The changes made under this paragraph shall be effective as soon as the document is signed even without notice to any Trustee.


(C)
While this Trust remains revocable, Audrey, in her sole discretion acting as Trustee, may invest the Trust Estate without regard to the risks associated with the investment. Any use shall be deemed to have been made with the consent and approval of the Trustee, successor Trustee(s), and the beneficiaries.


Article 4


DISPOSITION AFTER THE DEATH OF AUDREY M. PHILLIPS


After Audrey has died and subject to a change in Trustees, this Trust shall become irrevocable and continue as then constituted or as it may be increased from any sources, and it shall be administered as follows:


(A)  
Commencing at the death of Audrey and continuing until division of this Trust, as described below, the Trustees shall pay to or apply for the benefit of Audrey's children all of the net income from this Trust. Such payment or application of income may be made in convenient installments or in such shares and proportions as the Trustees in their discretion shall determine.  These payments or applications of income are to be made only for the health, education, and support of the children.  In making these payments the Trustees may take into consideration, to the extent they deem advisable, any other income or resources of the children known to the Trustees.  The Trustees need not require the exhaustion of personal resources as a consideration for making distributions under the authority of this paragraph.  The judgment of the Trustees as to the propriety and amount of all such payments shall be conclusive.


Commencing at the death of Audrey and continuing until division of this Trust, as described below, the net income of this Trust may also be used to make payments to or for the benefit of any one or more of the issue of a deceased child of Audrey.  Such payments shall be made in the discretion of the Trustees for the health, education, and support of the issue of the deceased child.  In deciding to make such payments, the Trustees may, to the extent they deem it advisable, consider any other income or resources of such issue known to the Trustees.

 
Commencing at the death of Audrey and continuing until division of this Trust, as described below, the Trustees shall pay to or apply for the benefit of any one or more of the children of Audrey such sums from the principal of the Trust Estate in such shares and proportions as the Trustees in their discretion shall determine.  These payments or applications of sums from the principal are to be made only for the health, education, and support of the children.  In making these payments and applications, the Trustees may take into consideration, to the extent they deem advisable, any other income or resources of the children known to the Trustees.  The Trustees need not require the exhaustion of personal resources as a consideration for making distributions under the authority of this paragraph.  The judgment of the Trustees as to the propriety and amount of all such payments shall be conclusive.  Any payment or application of such sums of principal pursuant to this paragraph shall be charged against the ultimate distributive share of the beneficiary to whom or for whose benefit the payment is made.


Before the Trust Estate is divided into shares as described below, the principal of the Trust Estate may also be used to make payments to or for the benefit of any one or more of the issue of a deceased child of Audrey.  Such payments shall be made in the discretion of the Trustees for the health, education, and support of the issue of the deceased child.  In deciding to make such payments, the Trustees may, to the extent they deem it advisable, consider any other income or resources of such issue known to the Trustees.  The Trustees need not require the exhaustion of personal resources as a consideration for making distributions under the authority of this paragraph.  The judgment of the Trustees as to the propriety and amount of all such payments shall be conclusive.  Any payment or application of such sums of principal pursuant to this paragraph shall be charged against the ultimate distributive share of the beneficiary to whom or for whose benefit the payment is made.


(B)
When Audrey has died, all distributions have been made according to Schedule B, if any, and all of her living children are at least twenty-five (25) years old, the Trustees shall divide this Trust, as it is then constituted, into equal separate shares, so as to provide One (1) share for each then living child of Audrey and One (1) share for each deceased child of Audrey who shall leave issue then living.


Each share provided for one of Audrey's living children shall be distributed to that child.  Each share provided for one of Audrey's deceased children, who shall leave issue then living, shall be distributed per stirpes to the child's issue or their guardian.

*** if parents living [if parents deceased, use alternate paragraph (C) below]

     
(C)
If at the time of Audrey’s death, or at any later time prior to final distribution of this Trust, all of Audrey's children and all of their issue are deceased, and no other disposition of the property is directed by this Trust, then all of the property remaining in this Trust will be distributed or retained in trust as hereinafter provided:


(1)
The Trustees shall pay to or apply for the benefit of any one or more of Audrey's parents, during their lifetimes, such amounts from the net income and principal of this Trust in such shares and proportions as the Trustees in their sole discretion shall determine for the health, education, and support of each.  The Trustees shall take into consideration the income, earning capacity, resources and other sources of receipt of the beneficiary, together with any other factor which the Trustees may deem pertinent, but need not require the exhaustion of personal resources as a consideration for making distributions under the authority of this paragraph.  The judgment of the Trustees as to the propriety and amount of all such payments shall be conclusive.  Any income not so paid or applied shall be accumulated and added to principal.


(2)
Upon the death of the last of Audrey's parents to die, or when this paragraph becomes applicable, if none of her parents are then living, the remaining property of this Trust, together with any undistributed or accumulated income shall be divided, paid over, and distributed in equal shares to as many of Audrey's brothers and sisters as shall then be living; provided, however, the then living issue of a deceased brother or sister of either Audrey's shall take per stirpes the share their parent would have taken had he or she been then living.

*** if parents deceased then to only her brothers and sisters per stirpes


(C)
If at Audrey's death, or at any later time prior to final distribution of this Trust, all of Audrey's children and all of their issue are deceased, and no other disposition of the property is directed by this Trust, then all of the property remaining in this Trust, together with any undistributed or accumulated income, shall be divided, paid over, and distributed in equal shares to as many of Audrey's brothers and sisters as shall then be living; provided, however, the then living issue of a deceased brother or sister of Audrey's shall take per stirpes the share their parent would have taken had he or she been then living.


Article 5


TRUSTEES


(A)
The following people will act as Trustees in the following order of succession:


(1)
While Audrey M. Phillips is alive and capable of acting, she will act individually as Trustee.
***pick one of the following two paragraphs--single trustee or joint trustees***

(2)
In the event of the resignation, death or incapacity of Audrey, a successor and/or substitute Trustee will automatically act.   When a successor or substitute Trustee is required to act, the first qualifying individual from the following ordered list shall act as successor and/or substitute Trustee for the Trusts created by this Trust Agreement.

(2)
In the event of the resignation, death or incapacity of Audrey, successor and/or substitute Trustees will automatically act.   When successor or substitute Trustees are required to act, the first two qualifying individuals from the following ordered list shall act jointly as successor and/or substitute Trustees for the Trusts created by this Trust Agreement.



1.
Good S. Phillips



2.
Nice D. Phillips



3.
Brother Peter Phillips

(3)
If there is ever a need to choose additional successor Trustees other than those designated above, a Trustee shall be chosen by a majority vote of the beneficiaries.  A parent or legal guardian may vote on behalf of minor beneficiaries.  The issue of any one of Audrey's children shall have, collectively, only one vote.


(4)
The successor or substitute Trustee(s) shall possess all the rights, powers and duties, authority and responsibility conferred upon the Trustee(s) originally named by this Trust Agreement. 


(B)
Because Audrey intends that the properties of this Trust shall not be includable in the estate of any successor Trustee for estate tax purposes, notwithstanding any provision in this Trust Agreement which may be interpreted to the contrary, a successor Trustee shall not be allowed to hold or exercise any powers which would cause the principal of this Trust to be included in his or her estate for estate tax purposes.  No successor Trustee of any Trust created by this Trust Agreement shall make any distribution from the principal or income of this Trust, or any shares created by this Trust, which would have the effect of discharging any person's legal obligation to support any beneficiary of this Trust or any shares created by this Trust.


(C)
Whenever two or more Trustees are designated to act concurrently, unless specifically required otherwise, the signature of only one (1) Trustee shall be required when dealing with Trust assets.




Whenever two or more Trustees are designated to act concurrently, if Audrey is acting as a co-Trustee, her decision will be controlling.  After the death or resignation of Audrey, whenever two or more Trustees are designated to act concurrently, a majority of the acting Trustees, whether individual or corporate, shall have the power to make any decision, undertake any action, or execute any documents affecting the Trusts created by this Trust Agreement.  The dissenting or nonassenting Trustees shall not be responsible for any action taken by a majority pursuant to such decision.   If the two or more individual Trustees acting together cannot agree with a majority, the next qualifying Trustee shall have authority to act as an additional acting Trustee, for that instance only, and shall break the impasse.


(D)
Whenever two or more Trustees are designated to act concurrently, a majority of the Trustees, whether individual or corporate, shall have the power to make any decision, undertake any action, or execute any documents affecting the Trusts created by this Trust Agreement.  If there is a difference of opinion among the Trustees, the decision of a majority of them shall prevail, but the dissenting or nonassenting Trustees shall not be responsible for any action taken by a majority pursuant to such decision. After Audrey's death, if two individual Trustees are acting together, they must act unanimously.  If the two individual Trustees acting together cannot agree unanimously, the next qualifying Trustee shall have authority to act as an additional acting Trustee, for that instance only, and shall break the impasse.


(E)
Any Trustee may from time to time delegate to one or more of the remaining Trustees any powers, duties, or discretions.  However, no delegation shall be made which would frustrate the intents expressed in this Trust Agreement.  Every such delegation shall be made by a writing from the Trustee delivered to the delegate or delegates.  The delegation will remain effective for the time specified in the writing or until the delegation is revoked at an earlier time by another writing similarly delivered.  Everyone dealing with the Trustees shall be absolutely protected in relying upon the certificate of any Trustee which shows in whose behalf the Trustee is acting and the extent of the Trustee's authority.


(F)
Except as otherwise specified, no Trustee named above need give bond in any jurisdiction.  If a fiduciary's bond may not be dispensed with, Audrey requests that the bond be accepted without surety and in the lowest possible amount.  In the absence of a breach of trust, no Trustee shall ever be required to qualify before, be appointed by or account to any court, or obtain the order or approval of any court in the exercise of any power or discretion granted by this Trust Agreement.  In the event a corporate Trustee is designated to serve as Co-Trustee or as a substitute for any Trustee, such corporate Trustee shall be required to give a bond in an amount and manner determined by the standard practice of bonding institutions in the state where the corporate Trustee is to perform services on behalf of this Trust.


(G)
Any Trustee may decline to act or may resign at any time by giving thirty (30) days written notice to the effected beneficiaries or their legal guardians.


(H)
During a period of physical or mental incapacitation of Audrey, the next designated successor Trustee(s) will succeed to all possible positions of responsibility during the period of incapacitation.  The successor Trustees(s) may supervise all Trust matters in which Audrey would have had the right to act if she had not become incapacitated.  Audrey's incapacitation shall be established either by a court of competent jurisdiction or by a written statement filed with the Trustees.  The written statement (or similar separate statements) must be signed in good faith by an unrelated and independent physician, and all of Audrey's children who are considered beneficiaries of this Trust Estate and who are of legal age, living, reasonably locatable, and competent.  If all of the children are unable to sign the statement, the statement must be signed by two (2) unrelated and independent physicians acting in good faith, thus relieving the requirement that all the children sign the statement.  Each Trustee, by accepting appointment as Trustee, hereby waives any and all HIPAA rights in order to let the necessary physicians provide the statements required by this paragraph.  Presentation of this Trust Agreement, along with the acceptance of appointment as Trustee, shall be sufficient evidence of the waiver of such rights to authorize any physician to prepare a statement of competency for the purpose of determining incapacity under this Trust.


(I)
No successor Trustee shall be liable for any misfeasance of any prior Trustee.  A successor Trustee's accountability and responsibility shall be limited to those assets or properties, record title to which is in the name of the predecessor Trustee on the date when the successor Trustee commences to act and which are either delivered into the successor Trustee's possession or the existence of which is brought to his or her actual knowledge.  The liability of any Trustee, whether prior or present, shall be limited and confined to the principal and income of the Trust Estate itself.  A successor Trustee shall not be required to look into the accounting and actions of a prior Trustee.


(J)
The Trustees shall pay and discharge all expenses incurred in the administration of this Trust.  They may use the income and if necessary the principal of the Trust Estate to make these expense payments.  The successor Trustees shall be entitled to reasonable compensation for services they rendered to the Trust.  Such reasonable compensation shall be similar to that of other trustees who perform similar services in the state in which the services are performed for this Trust.  However, no Trustee shall be compensated in excess of what would be considered reasonable compensation in light of the responsibilities assumed and the services performed.


Article 6


POWERS OF TRUSTEES


The Trustees are authorized, subject to the restrictions placed upon the discretionary use of income and principal of this Trust by this Trust Agreement, to use their absolute discretion with respect to any property, real or personal, at any time held under any provision of this Trust and without authorization by any court and in addition to any other rights, powers, authority and privileges granted by any other provision of this Trust or by statute or general rules of law:


(A)
To retain in the form received any property or undivided interests in property donated to, or otherwise acquired as a part of the Trust Estate, including residential property and shares of any corporate Trustee's own stock, regardless of any lack of diversification, risk or nonproductivity, as long as they deem advisable, and to exchange any such security or property for other securities or properties and to retain such items received in exchange, although said property represents a large percentage of the total property of the Trust Estate or even the entirety thereof.


(B)
To invest and reinvest all or any part of the Trust Estate in any property and undivided interests in property, wherever located, including bonds, debentures, notes (secured or unsecured), stocks of corporations regardless of class, interests in limited partnerships, real estate or any interest in real estate (whether or not productive at the time of investment), interests in trusts, investment trusts (whether of the open and/or closed fund types and participation in common), collective or pooled trust funds of the Trustee, insurance contracts on the life of any beneficiary or annuity contracts for any beneficiary, without being limited by any statute or rule of law concerning investments by fiduciaries.


(C)
To sell or dispose of or grant options to purchase any property, real or personal, constituting a part of the Trust Estate, for cash or upon credit, to exchange any property of the Trust Estate for other property, at such times and upon such terms and conditions as they may deem best, and no person dealing with it shall be bound to see to the application of any moneys paid.


(D)
To hold any securities or other property in his or her own name as Trustee, in their own names, in the name of a nominee (with or without disclosure of any fiduciary relationship) or in bearer form.


(E)
To keep, at any time and from time to time, all or any portion of the Trust Estate in cash and uninvested for such reasonable period or periods of time as they may deem advisable, without liability for any loss in income by reason thereof.


(F)
To sell or exercise stock subscription or conversion rights.


(G)
To refrain from voting or to vote shares of stock owned by the Trust Estate at shareholders' meetings in person or by special, limited, or general proxy and in general to exercise all the rights, powers and privileges of an owner in respect to any securities constituting a part of the Trust Estate.    


(H)
To participate in any plan of reorganization or consolidation or merger involving any company or companies whose stock or other securities shall be part of the Trust Estate, and to deposit such stock or other securities under any plan of reorganization or with any protective committee and to delegate to such committee discretionary power with relation thereto, to pay a proportionate part of the expenses of such committee and any assessments levied under any such plan, to accept and retain new securities received by the Trustee pursuant to any such plan, to exercise all conversion, subscription, voting and other rights, of whatsoever nature pertaining to such property, and to pay any amount or amounts of money as they may deem advisable in connection therewith.


(I)
To borrow money and to encumber, mortgage or pledge any asset of the Trust Estate for a term within or extending beyond the term of the Trust, in connection with the exercise of any power vested in the Trustees.


(J)
To enter for any purpose into a lease as lessor or lessee with or without option to purchase or renew for a term within or extending beyond the term of the Trust.


(K)
To subdivide, develop, or dedicate real property to public use or to make or obtain the vacation of plats and adjust boundaries, to adjust differences in valuation on exchange or partition by giving or receiving consideration, and to dedicate easements to public use without consideration.


(L)
To make ordinary or extraordinary repairs or alterations in buildings or other structures, to demolish any improvements, to raze existing or erect new party walls or buildings.


(M)
To continue and operate any business owned by the Undersigned at the Undersigned's death and to do any and all things deemed needful or appropriate by the Trustees, including the power to incorporate the business and to put additional capital into the business, for such time as they shall deem advisable, without liability for loss resulting from the continuance or operation of the business except for their own negligence; and to close out, liquidate, or sell the business at such time and upon such terms as they shall deem best.


(N)
To collect, receive, and receipt for rents, issues, profits and income of the Trust Estate.


(O)
To insure the assets of the Trust Estate against damage or loss and the Trustees against liability with respect to third persons.


(P)
In buying and selling assets, in lending and borrowing money, and in all other transactions, irrespective of the occupancy by the same person of dual positions, to deal with themselves in their separate, or any fiduciary, capacities.


(Q)
To compromise, adjust, arbitrate, sue on or defend, abandon, or otherwise deal with and settle claims in favor of or against the Trust Estate as the Trustees shall deem best.


(R)
To employ and compensate agents, accountants, investment advisors, investment brokers, attorneys-in-fact, attorneys-at-law, tax specialists, realtors, and other assistants and advisors deemed by the Trustees needful for the proper administration of the Trust Estate, and to do so without liability for any neglect, omission, misconduct, or default of any such agent or professional representative provided he or she was selected and retained with reasonable care.


(S)
To determine, irrespective of statute or rule of law, what shall be fairly and equitably charged or credited to income and what to principal notwithstanding any determination by the courts or by any custom or statute, and whether or not to establish depreciation reserves.


(T)
To hold and retain the principal of the Trust Estate undivided until actual division shall become necessary in order to make distributions; to hold, manage, invest, and account for the several shares or parts thereof by appropriate entries on the Trustees' books of account; and to allocate to each share or part of share its proportionate part of all receipts and expenses; provided, however, the carrying of several trusts as one shall not defer the vesting in title or in possession of any share or part of share thereof.


(U)
To make payment in cash or in kind or partly in cash and partly in kind upon any division or distribution of the Trust Estate (including the satisfaction of any pecuniary distribution) without regard to the income tax basis of any specific property allocated to any beneficiary and to value and appraise any asset and to distribute such asset in kind at its appraised value.


(V)
In general, to exercise all powers in the management of the Trust Estate which any individual could exercise in his or her own right, upon such terms and conditions as they may deem best, and to do all acts which they may deem necessary or proper to carry out the purposes of this Trust.


(W)
To purchase property, real or personal, from the Undersigned's general estate upon such terms and conditions as to price and terms of payment as the Undersigned's Personal Representatives or administrators and the Trustees shall agree, to hold the property so purchased in the Trust although it may not qualify as an authorized trust investment except for this provision, and to dispose of such property as and when the Trustees shall deem advisable.  The fact that the Undersigned's Personal Representatives or administrators and the Trustees are the same shall in no way affect the validity of this provision.


(X)
To lend funds to the Undersigned's general estates upon such terms and conditions as to interest rates, maturities, and security as the Undersigned's Personal Representatives or administrators and the Trustees shall agree, the fact that they may be the same in no way affecting the validity of this provision.


(Y)
To receive property bequeathed, devised or donated to the Trustees by the Undersigned or any other person; to receive the proceeds of any insurance policy which names any Trustee as beneficiary; to execute all necessary receipts and releases to personal representatives, donors, insurance companies and other parties adding property to the Trust Estates.


(Z)
To permit any beneficiary or beneficiaries to occupy rent free any residence constituting a part of the assets of a trust for such beneficiary or beneficiaries and to pay the real estate taxes thereon, expenses of maintaining said residence in suitable repair and condition, hazard insurance premiums, and other expenses on said residence.


Article 7


TRUSTEES FOR MINOR BENEFICIARIES


If any share of this Trust Estate becomes distributable to such a beneficiary who has not attained the age of eighteen (18) years, and whose distribution has not specifically been set by the terms of this Trust Agreement, then the share shall immediately vest in the beneficiary.  Notwithstanding other provisions of this Trust Agreement, the Trustees may retain possession of the share.  The share shall be held in trust for the beneficiary until he or she attains the age of eighteen (18).  The Trustees may use as much of the net income and principal of the share as they deem necessary to provide for the health, education, and support of the beneficiary.  To the extent they deem it advisable, the Trustees may take into consideration any other income or resources of the beneficiary or his or her parents known to the Trustees.  The Trustees need not require the exhaustion of personal resources as a consideration for making distributions under the authority of this paragraph.  The judgment of the Trustees as to the propriety and amount of all such payments shall be conclusive.  Any income not so paid or applied shall be accumulated and added to principal.  The beneficiary's share shall be paid over and distributed to him or her when he or she attains age eighteen (18), unless such a distribution would frustrate Audrey's intents as explained in Article 4. If the beneficiary should die before his or her share is paid over to him or her, the share shall be paid to his or her personal representatives or administrators.  With respect to each such share retained in trust, the Trustees shall have all the powers and discretions granted generally under this Trust Agreement.


Article 8


DISTRIBUTIONS TO MINORS OR INCOMPETENTS


If the income or principal payment under any Trust or share created by this Trust Agreement shall become payable to a person under the age of eighteen (18), or to a person under legal disability, or to a person not adjudicated incompetent, but who, by reason of illness or mental or physical disability, is, in the opinion of the Trustees unable properly to administer such amounts, then the Trustees may use their discretion and make the payments to the beneficiary in any one of the following ways:  (1) directly to the beneficiary;  (2) to the legally appointed guardian of the beneficiary;  (3) to some relative or friend for the health, education, and support of the beneficiary;  (4) by the Trustees using such amounts directly for the beneficiary's health, education, and support; or  (5) to a custodian for the beneficiary under the Uniform Gifts to Minors Act.


Article 9


PAYMENTS OF DEBTS & TAXES


After Audrey's death, the Trustees may use their discretion and may pay all or any part of her funeral expenses; last illness; legally enforceable claims, including taxes, against Audrey or her estate; reasonable expenses of administration of her estate; any allowances made by court order to those dependent upon her; and any estate, inheritance, succession, death or similar taxes payable because of her death. The Trustees may also pay any interest, penalties, or other additional amounts owing because of the death.  The payments shall be made without reimbursement from Audrey's Personal Representatives or administrators, from any beneficiary of insurance upon Audrey's life, or from any other person.  All such payments, except of interest, shall be charged generally against the principal of the Trust Estate includable in Audrey's estate for federal estate tax, state estate tax, state death tax, and/or state inheritance tax purposes and any interest so paid shall be charged generally against the income of that Trust Estate.  The Trustees may make such payments directly or may pay over the amounts required to the personal representatives or administrators of Audrey's estate.  A written statement made by the personal representatives or administrators of such sums due and payable by the estate shall be sufficient evidence of their amount and propriety for the protection of the Trustees. The Trustees shall be under no duty to see that these payments are actually used by the personal representatives or administrators to make the payments for which the sums were requested.


The Trustees shall pay over to Audrey's personal representatives all obligations of the United States Government held in this Trust which may be redeemed at par in payment of federal estate taxes, state estate taxes, state death taxes, and/or state inheritance taxes.

 SEQ CHAPTER \h \r 1
Unless otherwise directed, any distribution made from this Trust shall be made subject to any mortgage or other security interest specifically attached to the distributed property.  The beneficiary or beneficiaries receiving the distribution of such property shall take the property subject to the obligation, and the beneficiary or beneficiaries shall assume any indebtedness upon distribution of the property.  The obligation to be assumed will be the principal balance of the indebtedness on date of distribution, and this Trust shall be reimbursed, directly or by offset, from the beneficiary or beneficiaries receiving the distribution for all principal and interest payments paid by the Trust Estate between the date of Audrey’s death and the date of distribution.

Article 10


RIGHTS IN INSURANCE POLICIES


During her lifetime, Audrey shall have all rights under any life insurance policies payable to this Trust.  These retained rights include the rights to change the beneficiary, to receive any dividends or other earnings on the policies without accountability therefor to the Trustees or any beneficiary of this Trust.  Audrey may also assign any policies to any lender, including the Trustees, as security for any loan to her or any other person. The Trustees shall have no responsibility, with respect to any policies, for the payment of premiums or otherwise, except to hold any policies received by the Trustees in safekeeping and to deliver them upon proper written request. The rights of any assignee of any policy shall be superior to the rights of the Trustees.  If any policy is surrendered or if this Trust is removed as beneficiary of any policy, this Trust shall be revoked with respect to that policy. However, no revocation of the Trust with respect to any policy, whether pursuant to the provisions of the preceding sentence or otherwise, shall be effective unless the surrender or change in beneficiary of the policy is accepted by the insurance company.  Upon the death of the insured under any policy held by or known to, and payable to, the Trust, or upon the occurrence of any event prior to the death of Audrey that matures any such policy, the Trustees in their discretion, either may collect the net proceeds and hold them as part of the principal of the Trust Estate, or may exercise any optional method of settlement available to them.  Any policies on Audrey's life which are held by the Trustees and payable to any other beneficiaries shall be delivered as those beneficiaries may direct.  No insurance company need take notice of this Trust Agreement or see to the application of any payment made to and received by the Trustees.  Without indemnification satisfactory to them, the Trustees need not engage in litigation to enforce payment of any policy held by this Trust.


Article 11


COMMON DISASTER


If any beneficiary and Audrey M. Phillips should die under such circumstances as would render it doubtful whether the beneficiary or Audrey died first, then it shall be conclusively presumed for the purposes of this Trust that the beneficiary predeceased Audrey.


Article 12


SPENDTHRIFT PROVISION


Except as otherwise provided in this Trust Agreement, all payments of principal and income which are payable, or will become payable, to the beneficiary of any Trust created by this Agreement shall not be subject to anticipation, assignment, pledge, sale, or transfer in any manner.  Nor shall any beneficiary have the power to anticipate or encumber any such interest.  Nor shall such interest, while in the possession of the Trustees, be liable for, or subject to, the debts, contracts, obligations, liabilities or torts of any beneficiary.  Such interests shall also be free from any claim, control, or interference of the spouse of a married beneficiary or the parent of a beneficiary. 


Article 13


PERPETUITIES SAVINGS CLAUSE


In any event and no matter what may be contained in this Trust Agreement that may be to the contrary, no Trust created by this Trust Agreement shall continue for more than 21 years after the deaths of Audrey and her issue that are living at the time of her death.  At the end of the described period, the Trustees shall distribute each remaining Trust created by this Trust Agreement to the beneficiary or beneficiaries of the current income of that Trust.  If there is more than one beneficiary, the distribution shall be made to each in the proportion in which they are beneficiaries or if no proportion is designated then the distribution shall be made in equal shares to such beneficiaries.  Wherever in this Trust Agreement Audrey has directed or permitted the accumulation of the net income generated from any Trust, such accumulations shall cease when, by the controlling laws of the State of Utah, they are required to cease.


Article 14


LIABILITY OF THE PARTIES THAT DEAL WITH TRUSTEES


Any party dealing with the Trustee does not need to inquire concerning the validity of the Trustee's actions, and they shall not be held responsible for the legality of any Trust created by this Trust Agreement.  Those dealing with the Trustee do not need to see to the application of any money paid to the Trustee or any property transferred to or at the order of the Trustee.  To the extent that a party makes a payment or makes or gives consideration to the Trustee, the party will be fully released and discharged from any liability concerning the use of the payment or consideration after it has been delivered to the Trustee.


Article 15


CERTIFIED COPIES OF THIS TRUST


Any person or institution may rely upon a copy of this Trust Agreement which is certified by a Notary Public to be a true copy of this Trust or the schedules and exhibits attached to the Trust.  A certified copy shall have the same effect as if it were the original.  Any person or institution may rely upon any statement of fact certified by anyone who appears from the original Trust, or a certified copy thereof, to be a Trustee of the Trust.


Article 16


PERSONAL PROPERTY DISTRIBUTIONS


Audrey may dispose of personal property (other than money, evidence of indebtedness, documents of title or securities, and property used in a trade or business) by making a Schedule "B" and identifying it as part of this Trust Agreement.  All personal properties listed on the Schedule "B" are to be distributed to the person or persons designated, and the items shall be conveyed to the persons independent of their distributive share, if any, as described in the provisions of this Trust.  Whenever a new Schedule B is made it should be dated and signed by Audrey.


Article 17


NEW ADDITIONS TO THE TRUST


(A)
Any person may grant by assignment, transfer deed, or by any means, whether testamentary or inter vivos, additional property to this Trust.  The additional property may be granted as real, personal, or mixed property.  The property will be received by the Trustee, made a part of this Trust, used for the purposes for which this Trust was created, and be consolidated with and become a part of the Trust into which it is transferred.  All property added to this Trust shall be administered and be subject to the terms of this Trust Agreement.


(B)
It is specifically the intention of Audrey that all real and personal properties now owned by her and not otherwise disposed of are to be a part of this Trust.  It is further intended that all future real and personal properties acquired by Audrey are to be a part of or to automatically become a part of this Trust at the time she acquires the property.

Article 18


PARTIAL INVALIDITY


If any individual provision of this Trust is held to be invalid, none of the other provisions shall be automatically rendered invalid or inoperative as long as the terms of the remaining Trust Agreement do not frustrate Audrey's original intents and tend to accomplish her overall objectives.


Article 19


DEFINITIONS


(A)
Whenever used herein, the terms "issue", "child", and "children" include adopted issue, adopted child, and adopted children, as well as natural issue, natural child, and natural children.  Provided, however, adopted issue who are also natural issue shall take their share of the Trust Estate only in one capacity, such capacity being the one which grants to such issue the largest share.  However, it is possible that Audrey may in the future, through various means, add persons to this list of "children."  Any person formally adopted by Audrey after the execution of this Trust Agreement will automatically be considered as one of her children and will have the full rights and benefits afforded any of her children who are beneficiaries under the terms of this Trust Agreement.

(B)
As used herein, the words "federal estate taxes," "state estate taxes," "state death taxes," and "state inheritance taxes" and any other word or words which from the context in which it or they are used refer to the Internal Revenue Code shall be assigned the same meaning as such words have for the purposes of applying the Internal Revenue Code to Audrey's estate. Reference to Sections of the Internal Revenue Code and to the Internal Revenue Code shall refer to the Internal Revenue Code amended to the date of Audrey's death.


Article 20


SIGNATURES


The Undersigned, Audrey Malone Phillips, has signed her customary signature at the end of this Trust Agreement and on the associated documents.  She may be known by her whole name or by a certain combination of names and initials of her whole name.  Regardless of what combinations of the names and signatures of the Undersigned appear on past, present, or future written documents, the Undersigned intends that her signature, as written below, shall effectively transfer and convey into this Trust any property listed on any written document attached hereto.    

Article 21


RULES OF CONSTRUCTION


Where applicable, the masculine includes the feminine, and vice versa, and the neuter includes the masculine or feminine, and vice versa.  Where applicable, the singular includes the plural and vice versa.


Whenever the word "Trustee" or "Trustees" or any modifying or substituted pronoun therefor is used in this Trust, such words and respective pronouns shall be held and taken to include both the singular and the plural, and may refer to a masculine, feminine, or neuter fiduciary.  These designations shall apply equally to the Trustee(s) named herein and to any successor or substitute Trustee(s) acting hereunder.


Article 22


GOVERNING LAW


This Trust Agreement and the Trusts created by it shall be construed, regulated, and governed by and in accordance with the laws of the State of Utah.


Article 23


HEADINGS


Article headings and subheadings are used for convenience in locating and indexing and are not intended to have any legal significance.


Article 24


LANGUAGE


An attempt has been made to write this document in "plain English." This was done so that Audrey, her successor Trustees, and the Trust beneficiaries might be more comfortable in dealing with the documents.  The standard form clauses and phrases have been rewritten.  Any interpretation which may deviate from the standard interpretation of the corresponding standard trust form clause or phrase is unintended.  Where a clause or phrase might be unclear, it is intended that the standard meanings and interpretations used for the standard form clauses and phrases be applied to these rewritten form clauses and phrases.


Article 25


CONCLUSION AND ATTESTATION


This Trust Agreement will obligate and bind the heirs, successors, assigns, and personal representatives of Audrey M. Phillips and any person who receives, or is to receive, or who claims any benefit under the terms of this Trust. The acceptance of any distribution or other benefit under the terms of this Trust by any person will obligate that person to exactly comply with the terms and conditions of this Trust Agreement. Any person or organization designated as a trustee, and who accepts the duties of trustee, will be bound in his, her, or its fiduciary capacity alone. This Trust Agreement is to be effective upon the date executed.


IN WITNESS WHEREOF, the Undersigned has executed this Trust Agreement on this the 2nd day of August, 2012.







_____________________________







Audrey M. Phillips:  Grantor and Trustee


We, ______________________________ and _______________________________, the witnesses, being first duly sworn on this the 2nd day of August, 2012, sign our names to this document and declare to the undersigned authority that Audrey M. Phillips signed and executed this document which purports to be the Audlone Living Revocable Trust Agreement, which she testifies she intends to be binding and legally effective.  We also declare that she signed it willingly (or willingly direct another to sign for her), and each of us, in the presence and hearing of Audrey M. Phillips and of each other, hereby signs this Trust as witness to Audrey M. Phillips's signing, and that to the best of our knowledge she is 18 years of age or older, of sound mind, and under no constraint or undue influence.   We also declare that we each are 18 years of age or older.


We declare under penalty of perjury that the foregoing is true and correct.

First Witness Signature:  _______________________________________________________
Address: _____________________________________________________________________

Second Witness Signature:   ____________________________________________________

Address: _____________________________________________________________________

NOTARY AND SELF-PROVING AFFIDAVIT

STATE OF UTAH

)





: SS

COUNTY OF EMERALD
)


BEFORE ME, the undersigned, a Notary Public in and for said County and State, personally appeared Audrey M. Phillips, __________________________________, and  ____________________________________,  personally known to me or proved to me on the basis of satisfactory evidence to be the persons whose names are subscribed to the within instrument and acknowledged to me that they executed the same in their authorized capacities, and that, by their signature on the instrument, the persons executed the instrument. Audrey M. Phillips states and declares that she executed this the Audlone Living Revocable Trust Agreement, which she testifies that she intends to be binding and legally effective.  She states and declares that she is 18 years of age or older, is of sound mind, and she does so while under no constraint or undue influence.  Each of the witnesses declared under oath said in the presence of and hearing of Audrey M. Phillips and in my presence that Audrey M. Phillips signed the instrument titled the Audlone Living Revocable Trust Agreement in their presence and that they signed the instrument as witnesses at the request of Audrey M. Phillips and in her presence and hearing, that Audrey M. Phillips acknowledged and declared to me and to the witnesses that the instrument titled the Audlone Living Revocable Trust Agreement was signed and executed with the intention that it be binding and effective, that Audrey M. Phillips is at least eighteen years of age and appeared to be of sound mind, and that each witness was then at least eighteen years of age.







____________________________________







NOTARY PUBLIC            
Will of


Audrey Malone Phillips

I, Audrey Malone Phillips, commonly known as Audrey M. Phillips, am a resident of Provo, Sapphire County, Utah.  I declare that this is my Last Will and Testament.

Item 1


REVOCATION OF PREVIOUS WILLS


I revoke all Wills and Codicils I have previously made.

Item 2


FAMILY


I am a single woman, and I have two (2) children:  Good Son Phillips and Nice Daughter Phillips.


Item 3


PERSONAL REPRESENTATIVE NAMED


Following the order of priority given by the list of individuals below, I nominate, constitute, and appoint as my Personal Representative the first individual in the list that qualifies and is able and willing to serve as my Personal Representative.  If for any reason the first qualifying individual is unable or unwilling to serve or continue to serve as my Personal Representative, I nominate, constitute and appoint the next qualifying individual from the list, who is able and willing to serve, as my Personal Representative.


   
1.  
Good S. Phillips


   
2.  
Nice D. Phillips


   
3.  
Brother Peter Phillips


Item 4


GRANT OF POWER TO PERSONAL REPRESENTATIVE

A.
General Grant of Power

I grant to my Personal Representative full power to do everything in administering my estate that said Personal Representative deems to be for the best interest of my beneficiaries.  My Personal Representative is to act without bond and to the maximum amount possible without court supervision or control so that the estate can be settled as much as possible as a nonintervention proceeding.  I authorize my Personal Representative to invest and reinvest any surplus moneys in my Personal Representative's hand in any kind of property, real, personal, or mixed, and every kind of investment, specifically including, but not limited to, interest-bearing accounts, corporate obligations of every kind, preferred or common stocks, shares of investment trusts, investment companies, mutual funds, or common trust funds, including funds administered by my Personal Representative and mortgage participations, that men of prudence, discretion, and intelligence would acquire for their own account.

B.
Power to Continue a Business


I further authorize my Personal Representative either to continue the operation of any business belonging to my estate for such time and in such manner as my Personal Representative may deem advisable and for the best interests of my estate, or to sell or liquidate the business at such time and on such terms as my Personal Representative may deem advisable and for the best interests of my estate.  Any such operation, sale, or liquidation by my Personal Representative, in good faith, shall be at the risk of my estate and without liability on the part of my Personal Representative for any resulting losses.

C.
Power to Deal with Real Property


I further authorize my Personal Representative to sell, with or without notice, at either public or private sale, and to lease any property belonging to my estate, subject only to such confirmation of court as may be required by law.


Item 5


PERSONAL REPRESENTATIVE'S 


APPOINTMENT IN OTHER JURISDICTIONS


If it becomes necessary for a representative of my estate to qualify in any jurisdiction other than the State of my domicile at the time of my death, then to the extent that I may legally do so, I hereby nominate, constitute, and appoint my Personal Representative named in this Will as my representative in such jurisdiction and direct that such Personal Representative shall serve as my representative in such jurisdiction and direct that such Personal Representative shall serve without bond.  If for any reason my Personal Representative is unable or unwilling to serve as such representative or cannot qualify as such representative then I hereby appoint my Personal Representative named herein to designate (to the extent that it may legally be done) a person or a corporation to serve as my representative and request that such person or corporation shall serve without bond. Any representative named as provided herein (to the extent that it may legally do so) shall have in such jurisdiction all the powers and duties conferred or imposed on my Personal Representative by the provisions of this Will.


Item 6


DIRECTION TO PAY DEBTS AND TAXES

A.
Debts

The Trustees, under the Audlone Living Revocable Trust Agreement dated the 2nd day of August, 2012, or any amendments which may be made to it, have been directed to pay my debts and expenses.  I direct my Personal Representative to coordinate with the Trustees in paying all my debts, and expenses of my last illness, funeral, and burial, and that such debts and expenses be paid as soon after my death as may be reasonably convenient, and I hereby authorize my Personal Representative, to settle and discharge, in his or her absolute discretion, any claims made against my estate.

B.
Taxes


I further direct that my Personal Representative shall pay out of my estate any and all estate and inheritance taxes payable by reason of my death, taking into consideration all items included in the computation of such taxes, whether passing under this Will or otherwise.  Said taxes shall be paid by my Personal Representative or Trustee as if such taxes were my debts without recovery of any part of such tax payments from anyone who receives any item included in such computation.

Item 7


PERSONAL PROPERTY LETTER


In the event that there is in existence at the time of my death a written statement or list, in my handwriting or signed by me, and disposing of my tangible personal property (other than money, evidence of indebtedness, documents of title or securities, and property used in my trade or business) which has not otherwise been specifically disposed of under the terms of this Will or the Trust described herein, each such item of personal property shall be distributed to the person whose name is set forth on the list as the intended beneficiary of that item as his or her sole and separate property.  If no such writing is found, and no specific disposition is made, I give and bequeath all this property to my children surviving me, in approximately equal shares; provided, that the issue of a deceased child surviving me shall take per stirpes the share their parent would have taken.  If my issue do not agree to the division of the property among themselves, my Personal Representative shall make such division among them, and the decision of my Personal Representative as to the disposition shall be binding in all respects.

Item 8


DISPOSITION OF ESTATE


The residue of the property owned by me at my death, both personal and real, wherever located, I devise and bequeath to the designated Trustee(s) appointed under the Audlone Living Revocable Trust Agreement dated the 2nd day of August, 2012, signed by myself as Grantor.  My Trustee(s) shall add such property to the principal of the Trust and shall hold, administer and distribute the property in accordance with the provisions of the Trust Agreement, including any amendments made thereto before my death.


If for any reason, property may not pass or does not pass by way of or through the before-mentioned Trust, then all of the provisions of the Trust, herein before mentioned, are specifically made a part of this Will by reference and the Personal Representative will assume and perform all of the duties of the Trustees.


I purposely have made no substantial provision in this Will for my children now living, or any born or adopted hereafter, because adequate provision is made for them in the Trust identified above. 


It is my intention by this Will to devise, bequeath and dispose of all my property of every kind and description as permitted under the laws of testate distribution, wherever such property may be located, except any power of appointment I may own at my death which I expressly do not exercise.

Item 9


CONTEST OF WILL


If any beneficiary under this Will, or any trust herein mentioned, contests or attacks this Will or any of its provisions, any share or interest in my estate given to that contesting beneficiary under this Will is revoked and shall be disposed of in the same manner provided herein as if that contesting beneficiary had predeceased me.  But, nothing contained herein shall be construed to prevent my Personal Representatives and Trustees, or their successors, from instituting or bringing any action, suit, or proceeding for the construction or interpretation of my will or of any codicil thereto, nor to prevent any beneficiary herein named from disclosing relevant information in any proceeding. 

Item 10


COMMON DISASTER CLAUSE


If any beneficiary and I should die under such circumstances as would render it doubtful whether the beneficiary or I died first, then it shall be conclusively presumed for the purposes of this my Will that said beneficiary predeceased me.

Item 11


DEFINITION OF CHILDREN

As used in this Will, the term "issue" shall refer to lineal descendants of all degrees, and the terms "child", "children", and "issue" shall include adopted persons.

Item 12


GENDER AND TENSE OF PRONOUNS


As used in this Will, the masculine, feminine, or neuter gender, and the singular or plural number, shall each be deemed to include the others whenever the context so indicates.



Item 13
HEADINGS


Article headings and subheadings are used for convenience in locating and indexing and are not intended to have any legal significance. 

Item 14


CONTRACT TO MAKE A WILL

I have not entered into either a contract to make a will or a contract not to revoke a will.


IN WITNESS WHEREOF, I subscribe my name to this Will, this the 2nd day of August, 2012, at Orem, Emerald County, State of Utah.  Being first duly sworn, I declare to the undersigned authority and witnesses that this is my Last Will and Testament which consists of seven (7) pages including the page signed by the witnesses and Notary Public.  I also declare that I sign and execute this instrument as my last Will and that I sign it willingly (or that I willingly direct another to sign for me), that I execute it freely and voluntarily intending it for the purposes detailed in it, and that I am 18 years of age or older, of sound mind, and under no constraint or undue influence. 







___________________________________







Audrey M. Phillips


We, ______________________________ and _________________________________, the witnesses, being first duly sworn on this the 2nd day of August, 2012, sign our names to this document and declare to the undersigned authority that Audrey M. Phillips signs and executes this document which purports to be her Last Will and Testament.  We also declare that she signs it willingly (or willingly directs another to sign for her), and each of us, in the presence and hearing of Audrey M. Phillips and of each other, hereby signs this Will as witness to Audrey M. Phillips's signing, and that to the best of our knowledge she is 18 years of age or older, of sound mind, and under no constraint or undue influence.


We declare under penalty of perjury that the foregoing is true and correct.

First Witness: ______________________________________________________

Address: __________________________________________________________

Second Witness:  ___________________________________________________

Address: __________________________________________________________

STATE OF UTAH

)




  
: SS

COUNTY OF EMERALD
)


BEFORE ME, the undersigned, a Notary Public in and for said County and State, personally appeared Audrey M. Phillips, _______________________________, and  _________________________________, personally known to me or proved to me on the basis of satisfactory evidence to be the persons whose names are subscribed to the within instrument and acknowledged to me that they executed the same in their authorized capacities, and that, by their signature on the instrument, the persons executed the instrument.  Audrey M. Phillips states and declares that she executes this Last Will and Testament, which she testifies that she intends to be binding and legally effective.  She states and declares that she is eighteen (18) years of age or older, is of sound mind, and she does so while under no constraint or undue influence.  Each of the witnesses declared under oath said in the presence of and hearing of Audrey M. Phillips and in my presence that Audrey M. Phillips signed the instrument titled the Will of Audrey Malone Phillips in their presence and that they signed the instrument as witnesses at the request of Audrey M. Phillips and in the presence and hearing of her, that Audrey M. Phillips acknowledged and declared to me and to the witnesses that the instrument titled the Will of Audrey Malone Phillips was signed and executed to be binding and effective, that Audrey M. Phillips is at least eighteen years of age and appeared to be of sound mind, and that each witness was then at least eighteen (18) years of age.







__________________________________







NOTARY PUBLIC
SCHEDULE "A"

The below listed property is hereby transferred, conveyed, assigned and delivered to Audrey M. Phillips as Trustee and her successor Trustees subject to the terms and conditions of the Audlone Living Revocable Trust dated this the 2nd day of August, 2012, and signed by the Undersigned:


1.  All present and future interest of the Undersigned in the following real estate, together with all present and future improvements thereon, and all present and future water and water rights thereunto belonging and also including all present and all future personal property located thereon, or wheresoever located:


2.  The following accounts in the following institutions together with all future additions, interest or accumulations therein and also including all new accounts and the accumulations and the future additions interest or accumulation in any and all other financial institutions in which new accounts are opened in the future:


 3. The following owned vehicles:

 





__________________________________




   


Audrey M. Phillips

STATE OF UTAH

)





: SS

COUNTY OF EMERALD
)


BEFORE ME, the undersigned, a Notary Public in and for said County and State, personally appeared Audrey M. Phillips, personally known to me or proved to me on the basis of satisfactory evidence to be the person whose name is subscribed to the within instrument and acknowledged to me that she executed the same in her authorized capacities, and that, by her signature on this trust, she executed the Trust.







____________________________________







NOTARY PUBLIC


SCHEDULE "B"


The personal property listed below is hereby transferred, conveyed, assigned and delivered to Audrey M. Phillips as Trustee and her successor Trustees subject to the terms and conditions of the Audlone Living Revocable Trust dated the 2nd day of August, 2012, and signed by the Undersigned.  This property shall be distributed according to the Trust Agreement to the individual indicated on this schedule.

PROPERTY DESCRIPTION




NAME

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.


Dated this the _____ day of __________________, 20____.







__________________________________




   


Audrey M. Phillips

STATE OF _______________
)






: SS

COUNTY OF ______________
)


BEFORE ME, the undersigned, a Notary Public in and for said County and State, personally appeared Audrey M. Phillips, personally known to me or proved to me on the basis of satisfactory evidence to be the person whose name is subscribed to the within instrument and acknowledged to me that she executed the same in her authorized capacities, and that, by her signature on this trust, she executed the Trust.







____________________________________







NOTARY PUBLIC

Mail to:

Audrey M. Phillips

379 East University Avenue 

Provo, UT  84601


QUITCLAIM DEED

     
For the sum of Ten ($10.00) Dollars and other good and valuable consideration, Audrey M. Phillips, Grantor of Provo, County of Sapphire, State of Utah  hereby Quitclaims to Audrey M. Phillips as Trustee of the Audlone Living Revocable Trust, under agreement dated the 2nd day of August, 2012, and successors thereto, with full power and authority to assign, sell, transfer, convey, encumber and mortgage, the following described tract of land located in Sapphire County, State of Utah: 



[property description]

DATED this the 2nd day of August, 2012.







__________________________________







Audrey M. Phillips

STATE OF UTAH

)

               


: SS

COUNTY OF EMERALD
)


BEFORE ME, the undersigned, a Notary Public in and for said County and State, personally appeared Audrey M. Phillips, personally known to me or proved to me on the basis of satisfactory evidence to be the person whose name is subscribed to the within instrument and acknowledged to me that she executed the same in her authorized capacities, and that, by her signature on the instrument, the person executed the instrument.







__________________________________







NOTARY PUBLIC


MEMORANDUM 
TO:

Audrey M. Phillips

FROM:
Lee R. Phillips 

RE:

Trust Instructions  

Your completed trust will provide you with many benefits, some of which are listed below: 

1.
Avoids probate (only if all your assets are held in the trust).

2.
Facilitates proper distribution of assets to your heirs.

3. 
Provides a management and conservation framework for your assets.

4.
Allows maximum privacy of holdings during estate transfer.

5.
Facilitates care of and asset management for incompetent or incapacitated grantors or beneficiaries.


FUNDING THE TRUST 


It is important that all of your assets be transferred to the trust so that they may be protected.  The ownership of your assets may be legally transferred to the trust by listing them on "Schedules" of property transfer or by making new deeds or ownership documents which show the trust as the new owner.  You will need to do the "leg work" to transfer your checking accounts, savings accounts, safe deposit accounts, brokerage accounts, etc., into ownership of the trust.  Although the "schedules" will "legally" transfer property into the trust, the actual banks, brokers, insurance companies, etc., should make the change to the trust's ownership on their records, and that will make the job a lot easier for your successor trustees and possibly even mean the difference between avoiding probate or not.


LISTING ON SCHEDULE "A"


The “Schedule A" used with your trust is actually an assignment or conveyance of your property to the trust.  By listing your properties on these schedules, you are legally conveying your interest in the listed assets into the trust.  To list an item on a Schedule A, you should identify the asset as completely as possible.  There is no set format for describing the assets, but the descriptions should be as detailed as possible so that your successor trustees can easily identify the assets.    


Attorneys put a lot of “reliance” on the schedules attached to trusts, but, don't rely on the schedules.  Although the schedules “legally” work, they do not work well in the practical world.  Have the ownership of each asset actually transferred to the trust's ownership on the "ownership document" of the asset, i.e., signature card for the safe deposit box, checking account, savings account, brokerage account, deeds for real property, etc.  If ownership of an asset is actually transferred to the trust's ownership, then there isn't any need to list the asset on a schedule.  So, if you are managing your trust properly, i.e., taking ownership of your newly acquired assets in the name of your trust, there really isn't any need for the Schedule A to be maintained in any way.  


HOLDING TITLE IN THE NAME OF THE TRUST 


As you acquire new assets you should take title to them in the name of the trust.  To do this you would put the following as the new owner:

The Audlone Living Revocable Trust dated the 2nd day of August, 2012, Audrey Malone Phillips, Trustee


When you are taking title to the brokerage account or other asset, you can abbreviate the name of the trust.  For example:

Audlone Trust U/A (Date of trust), Audrey Malone Phillips, TTEE


U/A means Under Agreement.  You have to include three items:  (1) the trust name, (2) the date of the trust and (3) the names of the trustee.


Once you take ownership in the name of your trust, you own the asset as trustee, and it is subject to the terms of the trust.  If you hold title to assets in this manner, it is not necessary to list them on a Schedule A.  However, you should place some type of documentation with the trust so that the successor trustees will be aware of the asset.  It is really hard for the successor trustees (your heirs) to figure out where the trust assets are.


All stocks, bonds, certificates, bank accounts, and other investments should be purchased in the name of the trust.  If you have actual stock certificates, they should be reissued in the name of the trust.  Most people own stock in a brokerage account.  Changing the brokerage account to the trust’s ownership effectively changes all of the stocks to the trust’s ownership.  The stockbroker will always require a copy of the trust or trust certificate to keep with your records.


You should know that if you acquire stock in a corporation with just a few stockholders (a Subchapter S Corporation), you may not be able to hold such stock in the name of the trust.  Check with the corporation's attorney before the stock is issued.  Your trust here should meet the requirements the corporation will want before they issue Subchapter S stock.  


NOTE:  If you acquire an extremely valuable asset, you should contact an experienced estate and financial planning attorney before transferring it into the trust.   


BANKS


Banks should be notified that your accounts have been transferred to a trust so they may reflect this on their records.  The bank might not recognize the account as being in the trust if you were to die before the change was made.  Therefore, you should go to the bank and ask to have the accounts changed immediately.  To show that your account has been transferred into the trust, and is subject to the terms of your trust agreement, all the bank needs to do is take the signature card and put "trustee" after your name and show the name and date of the trust agreement.  Your checkbooks and account numbers should not have to be changed.  Most banks will state on the signature card that the trust agreement is in the hands of the trustee and they will not retain a copy of your trust.  If a copy of your trust is requested by the bank, give them a copy of the Certificate of Trust you have as one of the supporting documents of your trusts.  If the bank continues to insist on a full copy of the trust (which is very unlikely), then let them copy the trust.  Your trust is private, not secret, and the bank should maintain your privacy.



Since the Patriot Act, you will actually have to go to the bank with ID in order to make the ownership changes.   The bank should still use your Social Security number.  You do not need a tax ID for your trust.  It’s just your Social Security number.


TRANSFERRING CERTAIN ASSETS TO THE TRUST 


a.  Insurance Policies - Your Trust should be listed as the primary beneficiary of your  life insurance policy. Contact your insurance company to obtain change of beneficiary forms.


An irrevocable insurance trust should be used for policies that are of larger value, because estate taxes can often be totally avoided at the time of your death for funds paid to heirs through the insurance trust.


Note that a life insurance policy is included in the value of your estate when estate taxes are calculated.  If you don’t have an estate subject to estate taxes, then don’t worry about an insurance trust.

b.  Stocks & Bonds - If you hold actual stock certificates in a company, the transfer agents in the various corporations often make a charge for reissuing stock certificates, and depending upon the state where the company in incorporated, there may be a transfer tax. However, most if not all of these changes can be eliminated by using a cooperative broker who will open an account for the trust and deposit your current stock certificate in the account.  After 60 to 90 days the transfer agents usually don't question a reissue and no charges are made, because they aren’t actually reissuing a stock certificate, they are just recognizing that the shares are being held in a brokerage account.  You will probably have to fill out an Irrevocable Stock or Bond Power which transfers ownership to the trust or the brokerage account.  Check with your individual broker.


If Subchapter S stock (stock in a corporation with only a few shareholders is often Sub S stock) is placed in your trust, special advice should be sought from an attorney.


Buy all new stock in the name of the trust.


c.  Real Property - You should record new deeds to your current properties in your name as trustee for the trust as shown above.  The deeds should be in the form of quitclaim deeds or warranty deeds transferring any and all of your individual interests, but only such interest as you now own in the property. Such deeds would need to be recorded before the trust could transfer the property to a beneficiary or buyer.  However, the transfer of ownership is effective as soon as the trustee is given the executed deed.  But, if the deed is not recorded and it is later lost, the property may have to be probated after your death.  New real estate you acquire should be titled in the name of your trust.


d.  Government Bonds - The government is particularly difficult to work with in the event of a death or disability.  Bonds and bills should be placed in accounts in the name of the trust, or the "owner" listed on the security should be changed to the trust's name.  Do not sell the bonds or bills and then buy them back to change the name on the bond.  This will often cause a tax to be assessed.  Forms for changing the names on government securities can be obtained from many local banks and all Federal Reserve banks.  These forms may need to be specially executed with a "bank guaranteed signature."  The change in names must be made or the securities will almost certainly need to be probated.


e.  Small Businesses – If you have a small business, that is an asset.  Your ownership in the small business is represented by stock if it is a corporation or by membership interests if it is an LLC.  You need to make sure your business interests are owned by your trust, otherwise the business will have to go through a probate process after you die.  This is very disruptive to the business, and often causes the business to collapse.


You should have issued stock certificates for your corporation or certificates of membership interest for your LLC.  If you haven’t actually issued the certificates, your company is in grave danger of not providing you the asset protection you hoped for.  Assuming you have actually already issued certificates, go to the company’s ledger and void the certificate that you own, then have a second certificate issued in the name of your trust.  Yes, the trust’s name should be on the certificate, not your name.


INCOME TAXES


The trust should not change your method of reporting income taxes. You should report your taxes as you always have.  The type of trust which affects income taxes is not the type you have set up.  Your trust is a “Grantor” trust.  That term has special meaning to the IRS.  Federal law says that while you are alive, you file your taxes as if the trust didn’t exist.  The IRS does not even need to be aware of this trust when you file income taxes.  


However, if the trustee is not also the grantor, she is required under Treasury Regulation Section 1.674-4(b) to file a Form 1041.   Your trust has to be a grantor trust, or the IRS will require your trust to get a tax ID number and file an income tax return.  Your trust has no income tax or estate tax advantages over a will.  


TAX IDENTIFICATION NUMBER 


If someone requests a tax identification number, it will be your social security number.  Tell them you have a grantor trust.  If the bank gives you a problem asked to speak to their legal department and tell them it is a grantor trust.  I recently had a lady that had a half million dollar account and the bank insisted on a tax ID number.  She moved her money.


UNIFIED CREDIT


(Unified Federal Estate Tax Credit
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The Unified Credit is a tax "credit" that can be applied against Federal taxes calculated to be owing either because of a lifetime gift or wealth that passes at death.  This "credit" should be distinguished from an exemption.  An exemption reduces the value of the property which is to be taxed.  A "credit" is applied to reduce the actual tax after it has been calculated.  The amount of property that generates a tax equal to the credit is called the “exemption equivalent.”


Just as a hypothetical example, let’s assume an estate of $1 million will generate a tax of $345,800 (the actual tax rate and unified credit amounts have been changing almost every year).  Everyone who dies in the year where the exemption equivalent is $1 million and the tax rate generates a tax of $345,800 (which is offset by the unified credit of that amount), is entitled to the full credit of $345,800 (Unified Credit).  To say it another way, no tax is actually paid on the first million dollars in an estate.  The amount of Unified Credit goes up and down depending upon which political party is in power.  You will have to check to see what the credit is in the year of interest to you.


On January 2nd, 2013 Congress passed  H.R.8, The American Taxpayer Relief Act of 2012.  This has supposedly set in cement the estate tax laws.  (There is already talk of it changing.)  It made it so that the exemption credit amount (the amount of property that generates a Federal estate tax equivalent to the Unified Credit amount) is set permanently at $5 million, and it’s adjusted for inflation each year.  That means you can gift during your life or pass at your death up to $5 million in property value and no tax will be owing. (The credit amount will be used to “pay the tax” which is assessed against the $5 million in property.)


Note that you can gift part of the $5 million and pass the rest of the amount at your death.  The gift and estate tax are “unified” so they add together to make the $5 million amount.  If you want to get real technical, the equivalent amount is actually $5.43 million in 2015, and it will go up each year based on the cost of living increases.  But, everybody just rounds the number to $5 million.  For us mortals with normal estates, $5 million is all we need to know.


About a third of the states have a state estate tax.  If you live in one of these states or own property in one of the states, the state estate tax may be an issue.  You can plan around the taxes in many cases, so check the chart below, and if you think there might be an issue with state estate taxes, then please call me.


If you acquire property in a state where there is a state estate tax, you need to evaluate your estate plan.  If the total value of your property in the applicable state is below the value set by the state as being able to be passed without a state death tax, you are probably ok.  

Note that the state taxes will be assessed even though there may not be any federal estate taxes owing.  


If you have property or acquire property in any of the following states and your estate is valued above the listed values in the applicable state, you need to have your estate planning evaluated as soon as possible.  The state estate tax may have a devastating effect.


The bottom line is, unless you own property or are a resident of one of the states with a state estate tax, or you have over $5 million in total assets, you’re not worried about estate taxes under the current laws.  But, pay attention to what your net worth is or any changes in the estate tax laws. 
STATE ESTATE TAX RATES

	  State
	  Tax
	  Exemption

	  Connecticut
	  12%
	  $2 million

	  Delaware
	  16%
	  $5.34 million

	  District of Columbia
	  16%
	  $1 million

	  Hawaii
	  16%
	  $5.34 million

	  Illinois
	  16%
	  $4 million

	  Maine
	  12%
	  $2 million 

	  Maryland
	  16%
	  $1 million

	  Massachusetts
	  16%
	  $1 million

	  Minnesota
	  16%
	  $1 million

	  New Jersey
	  16%
	  $675,000

	  New York
	  16%
	  $1 million

	  Oregon
	  16%
	  $1 million

	  Rhode Island
	  16%
	  $921,655

	  Tennessee
	 9.5%
	  $2 million

	  Vermont
	  16%
	  $2.75 million

	  Washington
	  20%
	  $2 million


ANNUALLY


The trust requires that all of the net income in the trust be paid out at least annually to you.  This is done to prevent the trust from being considered an accumulation trust by the IRS.  Accumulation trusts are taxed in a much more complex manner, therefore, it is very desirable that the trust not be put in that class.


 "Paid out" really only means that the income of assets being held in the trust must be recognized for income tax purposes by someone.  Therefore, no physical movement of money needs to take place, but you may have to pay income taxes quarterly or annually as you do now, and the beneficiary, who is entitled to the income, needs to recognize the trust income during the proper taxing period as if they had received the income directly.  If you pay taxes quarter-annually, "distribution" should be made from the trust during each quarter.


FISCAL YEAR

The trust's fiscal year will be the same as your fiscal year, i.e., January 1 through December 31 of each year in most cases.


PER STIRPES

(By Representation)


This is a method of dividing a share of an estate.  The issue of an individual who was given a share of an estate, but has died before distribution of his or her share, receives the share that their ancestor would have received had the ancestor not died.


Put another way, the issue of the deceased are entitled to the deceased's share by their right of representing such ancestor, and not as individuals in their own right.  For example, if A has three children and one of the three predeceases A, leaving two children surviving A, the property is divided into three shares and the children of the predeceased child divide that child's one-third share.


DELEGATING POWERS


A writing used to delegate powers from one trustee to another does not need to follow any specific form.  It should identify the parties, their responsibilities, the duration of the delegation of power, the date, the trust being represented, and other information needed to clarify the intended delegation.  


POWER OF APPOINTMENT


A power of appointment granted in a will is a power or authority conferred by the person who made the will (testator) upon another person (often called the "donee").  This power allows the donee to appoint, that is, to select and nominate the person or persons who are to receive and enjoy the property passing under the will.  The appointment is usually made by the donee after the death of the testator, or after the donee's death in the donee's will.


If you were to have a power of appointment granted by someone in that person's will, the exercise or non-exercise of the appointment by you in your will could bring undesired tax consequences.  Therefore, in your will, it is specifically stated that you do not exercise any power of appointment you may hold.  


ADDITIONAL QUESTIONS


Any questions you might have should be directed to my attention in a written letter, and I will respond.  If there are any substantial changes in your financial affairs, I should be contacted to determine the effect the change may have on your estate plan.  You should schedule a brief "checkup appointment" with me every year or two.  This will permit us to review changes in your situation and changes in the law which may affect your estate and financial plan.  Feel free to call me if there is anything about your estate plan which you don't understand or are not comfortable with.  It is your plan and you should feel comfortable with each part.



                                

Sincerely,







Lee R. Phillips

Certification of Trust


The Audlone Living Revocable Trust Agreement

Audrey M. Phillips hereby certifies and declares as follows:

(1)
Acting as Grantor, Audrey M. Phillips of Provo, Sapphire County, Utah, established a living trust named The Audlone Living Revocable Trust, pursuant to a Trust Agreement dated the 2nd day of August, 2012 (hereafter referred to as the “Trust Agreement”).

(2)
The Trust Agreement establishes a living revocable trust, with Audrey M. Phillips acting as the sole Trustee.  This certification is signed by Audrey M. Phillips acting in her capacity as Grantor and Trustee. 

(3)
The Trust Agreement provides that:  In the event of the resignation, death or incapacity of Audrey, a successor and/or substitute Trustee will automatically act.  When a successor or substitute Trustee is required to act, the first qualifying individual from the following ordered list shall act as successor and/or substitute Trustee for the Trusts created by this Trust Agreement.




1.
Good S. Phillips



2.
Nice D. Phillips



3.
Brother Peter Phillips
(4)
The trust is a revocable trust and Audrey M. Phillips may revoke the trust or amend the trust at any time in the future.  No other party holds the power to revoke or amend the trust.  

(5)
The Audlone Living Revocable Trust is a “Grantor Trust” within the meaning of such term as used in the Internal Revenue Code, and all items of income and loss will be reported for tax purposes under the personal social security number of the Grantor, Audrey M. Phillips.

(6) 
The manner in which title to trust assets should be taken is as follows:

Audrey M. Phillips, as Trustee of the Audlone Living Revocable Trust under agreement the 2nd day of August, 2012.

(7)
The following is a true and correct copy of the provisions of the Trust Agreement relating to the powers and authority of the Trustee:


POWERS OF TRUSTEES


The Trustees are authorized in their absolute discretion with respect to any property, real or personal, at any time held under any provision of this Trust and without authorization by any court and in addition to any other rights, powers, authority and privileges granted by any other provision of this Trust or by statute or general rules of law:


(A)
To retain in the form received any property or undivided interests in property donated to, or otherwise acquired as a part of the Trust Estate, including residential property and shares of any corporate Trustee's own stock, regardless of any lack of diversification, risk or nonproductivity, as long as they deem advisable, and to exchange any such security or property for other securities or properties and to retain such items received in exchange, although said property represents a large percentage of the total property of the Trust Estate or even the entirety thereof.


(B)
To invest and reinvest all or any part of the Trust Estate in any property and undivided interests in property, wherever located, including bonds, debentures, notes (secured or unsecured), stocks of corporations regardless of class, interests in limited partnerships, real estate or any interest in real estate (whether or not productive at the time of investment), interests in trusts, investment trusts (whether of the open and/or closed fund types and participation in common), collective or pooled trust funds of the Trustee, insurance contracts on the life of any beneficiary or annuity contracts for any beneficiary, without being limited by any statute or rule of law concerning investments by fiduciaries.


(C)
To sell or dispose of or grant options to purchase any property, real or personal, constituting a part of the Trust Estate, for cash or upon credit, to exchange any property of the Trust Estate for other property, at such times and upon such terms and conditions as they may deem best, and no person dealing with it shall be bound to see to the application of any moneys paid.


(D)
To hold any securities or other property in his or her own name as Trustee, in their own names, in the name of a nominee (with or without disclosure of any fiduciary relationship) or in bearer form.


(E)
To keep, at any time and from time to time, all or any portion of the Trust Estate in cash and uninvested for such reasonable period or periods of time as they may deem advisable, without liability for any loss in income by reason thereof.


(F)
To sell or exercise stock subscription or conversion rights.


(G)
To refrain from voting or to vote shares of stock owned by the Trust Estate at shareholders' meetings in person or by special, limited, or general proxy and in general to exercise all the rights, powers and privileges of an owner in respect to any securities constituting a part of the Trust Estate.    


(H)
To participate in any plan of reorganization or consolidation or merger involving any company or companies whose stock or other securities shall be part of the Trust Estate, and to deposit such stock or other securities under any plan of reorganization or with any protective committee and to delegate to such committee discretionary power with relation thereto, to pay a proportionate part of the expenses of such committee and any assessments levied under any such plan, to accept and retain new securities received by the Trustee pursuant to any such plan, to exercise all conversion, subscription, voting and other rights, of whatsoever nature pertaining to such property, and to pay any amount or amounts of money as they may deem advisable in connection therewith.


(I)
To borrow money and to encumber, mortgage or pledge any asset of the Trust Estate for a term within or extending beyond the term of the Trust, in connection with the exercise of any power vested in the Trustees.


(J)
To enter for any purpose into a lease as lessor or lessee with or without option to purchase or renew for a term within or extending beyond the term of the Trust.


(K)
To subdivide, develop, or dedicate real property to public use or to make or obtain the vacation of plats and adjust boundaries, to adjust differences in valuation on exchange or partition by giving or receiving consideration, and to dedicate easements to public use without consideration.


(L)
To make ordinary or extraordinary repairs or alterations in buildings or other structures, to demolish any improvements, to raze existing or erect new party walls or buildings.


(M)
To continue and operate any business owned by the Undersigned at the Undersigned's death and to do any and all things deemed needful or appropriate by the Trustees, including the power to incorporate the business and to put additional capital into the business, for such time as they shall deem advisable, without liability for loss resulting from the continuance or operation of the business except for their own negligence; and to close out, liquidate, or sell the business at such time and upon such terms as they shall deem best.


(N)
To collect, receive, and receipt for rents, issues, profits and income of the Trust Estate.


(O)
To insure the assets of the Trust Estate against damage or loss and the Trustees against liability with respect to third persons.


(P)
In buying and selling assets, in lending and borrowing money, and in all other transactions, irrespective of the occupancy by the same person of dual positions, to deal with themselves in their separate, or any fiduciary, capacities.


(Q)
To compromise, adjust, arbitrate, sue on or defend, abandon, or otherwise deal with and settle claims in favor of or against the Trust Estate as the Trustees shall deem best.


(R)
To employ and compensate agents, accountants, investment advisors, investment brokers, attorneys-in-fact, attorneys-at-law, tax specialists, realtors, and other assistants and advisors deemed by the Trustees needful for the proper administration of the Trust Estate, and to do so without liability for any neglect, omission, misconduct, or default of any such agent or professional representative provided he or she was selected and retained with reasonable care.


(S)
To determine, irrespective of statute or rule of law, what shall be fairly and equitably charged or credited to income and what to principal notwithstanding any determination by the courts or by any custom or statute, and whether or not to establish depreciation reserves.


(T)
To hold and retain the principal of the Trust Estate undivided until actual division shall become necessary in order to make distributions; to hold, manage, invest, and account for the several shares or parts thereof by appropriate entries on the Trustees' books of account; and to allocate to each share or part of share its proportionate part of all receipts and expenses; provided, however, the carrying of several trusts as one shall not defer the vesting in title or in possession of any share or part of share thereof.


(U)
To make payment in cash or in kind or partly in cash and partly in kind upon any division or distribution of the Trust Estate (including the satisfaction of any pecuniary distribution) without regard to the income tax basis of any specific property allocated to any beneficiary and to value and appraise any asset and to distribute such asset in kind at its appraised value.


(V)
In general, to exercise all powers in the management of the Trust Estate which any individual could exercise in his or her own right, upon such terms and conditions as they may deem best, and to do all acts which they may deem necessary or proper to carry out the purposes of this Trust.


(W)
To purchase property, real or personal, from the Undersigned's general estate upon such terms and conditions as to price and terms of payment as the Undersigned's Personal Representatives or administrators and the Trustees shall agree, to hold the property so purchased in the Trust although it may not qualify as an authorized trust investment except for this provision, and to dispose of such property as and when the Trustees shall deem advisable.  The fact that the Undersigned's Personal Representatives or administrators and the Trustees are the same shall in no way affect the validity of this provision.


(X)
To lend funds to the Undersigned's general estates upon such terms and conditions as to interest rates, maturities, and security as the Undersigned's Personal Representatives or administrators and the Trustees shall agree, the fact that they may be the same in no way affecting the validity of this provision.


(Y)
To receive property bequeathed, devised or donated to the Trustees by the Undersigned or any other person; to receive the proceeds of any insurance policy which names any Trustee as beneficiary; to execute all necessary receipts and releases to personal representatives, donors, insurance companies and other parties adding property to the Trust Estates.


(Z)
To permit any beneficiary or beneficiaries to occupy rent free any residence constituting a part of the assets of a trust for such beneficiary or beneficiaries and to pay the real estate taxes thereon, expenses of maintaining said residence in suitable repair and condition, hazard insurance premiums, and other expenses on said residence.

(8)  Except as may be required to comply with IRS estate and gift tax laws, which is the Grantor's intent, no other provisions of said Trust Agreement may vary, modify, or limit the provisions set forth herein.  The trust has not been revoked, modified, or amended in any manner to make the statements in this certification incorrect or incomplete.

DATED this 2nd day of August, 2012.








_______________________________________








Audrey M. Phillips:  Grantor and Trustee

STATE OF UTAH


)







: SS

COUNTY OF EMERALD

)


BEFORE ME, the undersigned, a Notary Public in and for said County and State, personally appeared Audrey M. Phillips, personally known to me or proved to me on the basis of satisfactory evidence to be the person whose name is subscribed to the within instrument and acknowledged to me that she executed the same in her authorized capacities, and that, by her signature on this Certification, she executed the Certification of Trust.








____________________________________








NOTARY PUBLIC
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