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LEAR FAMILY TRUST
' P.0O. BOX 680
RENQO, NV 89504
775-786-1520
Fax - 775-786-7091
March 10, 2004

Dear Beneficiaries:

Enclosed are charge and discharge statements of the Trust for the years ended 2001 and 2002. These
statements are somewhat different than those in previous years and were changed by Grant Thornton to
mote fully conform to the standards and format which the firm uses in all of its court filings.

These statements are being sent for the first time to the contingent beneficiaries, i.e. the remaindermen. Our
attorney has advised us that Nevada Statutes were changed to encourage, if not require, that contingent
beneficiaries be advised periodically of a trust’s status.

Because we have not had any contact with the remaindermen group of beneficiaries, we believe that it would
now be appropriate to provide some data and information to them about how the Trust has adopted certain
procedures and policies. We know -many, perhaps all, of the remainder beneficiaries have received
information and data from some of the income beneficiaries in connection with the recent court action and
also with respect to the proposal to buy out the outright (principal) beneficiaty interest in the Trust.

Principal Beneficiaries

There are six individuals in this category, Marilouise Ellenberger, Joy Sutbey, Moya Lear Tsatsos, Jill Lear,
Jacqueline Lear, and Allison Lear. The Trust document provides that they are to receive their interest in the
Trust outright. However, because almost all of their asset values in 1983, when Trust B was created, was real
estate, the court agreed to combine their values with the other values in order to provide an easy management
and control process: When the Bombardier (Canadiar) royalty proceeds were received in 1996 — 1997 and
1998, they agreed to have $1,050,000 of their share of those proceeds held back, put into a special account
and managed by the Trustees in order to provide their 28% share of funds needed for property taxes,
administrative costs, and other property related expenses. Since almost all of the real estate has now been
sold, we believe the 28% cost allocation for some costs may no longer be appropriate. We will address this

matter in the future. We also believe it is now advisable and equitable to distribute and buyout the value of

remaining real estate to those beneficiaries and thus terminate their interest in the Trust.

These beneficiaries receive their share of proceeds from property sales, their set aside funds, and
miscellaneous jointly held funds.

Income Beneficiaties

There are five individuals in this category, David Lear, Tina Lear, Shanda Lear-Baylor, William P. Lear, Jr.,
and Patricia Lear. All of the assets not allocable to ptincipal beneficiaries in the Trust are held for the benefit

of the remainder or contingent beneficiaries.

The Trust Agreement provides that all income earned from these assets be distributed periodically to the five
beneficiaries. This is a2 simple concept; however, there have been several adjustments and interpretations

made, mostly with court approval as follows:
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1. Gains from the sale of capital assets ate considered as applicable to remaindermen accounts.
These are primarily involved in stock transactions.

2. The proceeds from the Bombardier (Canadiar) royalties were considered both a capital asset and
income so an agreement approved by the court was made to allocate 60% of the proceeds to
remaindermen and 40% as income to income beneficiaries. :

3. The sale of certain assets, i.e. a real estate partnership, a water company, and a few similar assets
were also treated on the 60% - 40% basis as again approved by the coutts. o

4. It should be noted that most of the Trust asset value was originally real estate, and was
considered non-productive property and did not earn income. An agreement was reached to
calculate a 6% return on the 1992 value of the real estate as income when the property was sold.
After calculating this “income portion” of a sale, a remaining income was allocated to
remaindermen. ‘ '

5. There have been similar considerations when remaindermen funds are used to provide cash

advances for construction or some similar purpose so that the income beneficiaries get some
return on the funds capitalized.

Remaindermen Beneficiaties

We believe there are sixteen beneficiaries in this category, all children of the income beneficiaries. They are
contingent beneficiaries in the sense that they have no direct interest in the Trust assets until and unless their
parent dies before they do. At such time, they would become a principal beneficiary entitled to their parent’s

percentage value of the Trust. No income is allocated to this group other than the gains from asset

transactions mentioned earlier.

There is an inherent conflict of interest between income and remaindermen beneficiaries when considering .

investment and management philosophy and procedures. The income group want investments made which
will maximize income as much as possible while consideting basic security of investments. The interests of
remaindermen would more likely focus on asset preservation and to maximize growth in value of the assets.
The Trustees have worked to balance the two concepts. When real estate was the primary asset, increases in
values helped add to the remaindermen accounts. Howevet, the last few years with most of the real estate
sold, our investment philosophy has to focus to a greater extent on asset preservation of the investments and
in working to increase the value and growth of the investments. In recent years, the decline of the stock
market and problems with the economy have made it difficult to achieve a lot of growth. Even maintaining
decent income has been difficult largely due to the interest rate decline to less than 1% for money market
accounts. We have had competent advisers to help us maintain asset values and follow these guidelines.

We hope that his letter provides a basic outline of the Trust administration. We try to keep the interests of all
beneficiaries in mind as we work through these difficult times. The letter may also provide questions which
we hope may be reduced to writing so that we may respond appropriately.

For the remaindermen beneficiaries, we are enclosed a copy of the 1992 court agreed upon procedures which
will describe in greater detail some of the concepts set out above.
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Also enclosed for remainder beneficiaries is a short form to be completed and sent back to us so that we may
be able to start a database for information needed for future reference and use. You should provide us
changes when they occur.

Our best regards to everyone,

. s , ) ‘» ]

Harold P. Dagton ./
| J
Richard B. Rowley I ) ;

ames L. Murphy
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Enclosures
(Lear/ Bene 3-10-04)
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