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| 4 REPORT OF INDEPENDENT AUDITORS

SOWAN
H o R AN To the Trustees of

ACCOUNTANTS Kaiser Aluminum & Chemical Corporation Asbestos Personal Injury Trust
CONSULTANTS
We have audited the accompanying special-purpose financial statements of the
Kaiser Aluminum & Chemical Corporation Asbestos Personal Injury Trust (the

15301 Dallas Parkway “Trust”, organized in the State of Delaware), which comprise the special-

Suite 960

Addison, Texas 75001 purpose statements of net claimants’ equity as of December 31, 2016 and
MAIN 214 545 3965 ; . . v
FAX 214 545 3966 2015, and the related special-purpose statements of changes in net claimants
www.bkmsh.com equity for the years then ended, and the related notes to the special-purpose

financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with the special-purpose basis of accounting.
Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement,
whether due to error or fraud.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based
on our audits. We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial
statements.
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We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the special-purpose financial statements referred to above
present fairly, in all material respects, the net claimants’ equity of the Kaiser
Aluminum & Chemical Corporation Asbestos Personal Injury Trust as of
December 31, 2016 and 2015, and the changes in net claimants’ equity for the
years then ended in conformity with the special-purpose basis of accounting.

Emphasis of Matter

We draw attention to Note 2 of the special-purpose financial statements,
which describes the basis of accounting. The financial statements are prepared
on a special-purpose basis of accounting and are not intended to be a
presentation in conformity with accounting principles generally accepted in the
United States of America. The special-purpose basis of accounting has been
used in order to present the amount of equity presently available to current
and future claimants and the changes in net claimants’ equity during the
periods.

Restriction on Use

This report is intended solely for the information and use of the management
of the Trust, the Trustees, the beneficiaries of the Trust and the United States
Bankruptcy Court for the District of Delaware and is not intended to be and
should not be used by anyone other than these specified parties. This
restriction is not intended to limit the distribution of this report, which, upon
filing with the United States Bankruptcy Court for the District of Delaware, is
a matter of public record.

GIM Asuien Woran, LLP

Addison, Texas
April 5, 2017
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Special-Purpose Statements of Net Claimants' Equity

December 31,

2016 2015
ASSETS
Cash and cash equivalents $ 33,847,553 § 62,601,748
Beneficial interest in Kaiser Aluminum & Chemical
Corporation Funding Vehicle Trust 37,505 35,298,761
Investments in marketable securities 508,107,405 498,858,418
Accrued investment income 4,620,686 4,783,805
Receivable from claims processor - 400,000
Receivable on pending investment sales - 12,279
Total assets $ 546,613,149 $ 601,955011
LIABILITIES AND NET CLAIMANTS' EQUITY
Accrued professional fees $ 383,500 $ 366,622
Payable on pending investment purchases - 602,085
Deferred tax liability 4,382,753 6,320,165
Total liabilities 4,766,253 7,288,872
Net claimants' equity $ 541,846,896 $ 594,666,139

See accompanying notes to special-purpose financial statements.
-3-
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KAISER ALUMINUM & CHEMICAL CORPORATION

ASBESTOS PERSONAL INJURY TRUST

Special-Purpose Statements of Changes in Net Claimants' Equity

Years ended December 31,

2016 2015
Net Claimants' Equity, Beginning of Year 594,666,139 $ 635,024,495
Additions
Investment income 18,831,568 18,060,426
Adjustment to beneficial interest in Kaiser Aluminum
& Chemical Corporation Funding Vehicle Trust (35,261,256) (59,739,815)
Cash received from Kaiser Aluminum & Chemical
Corporation Funding Vehicle Trust 37,325,753 63,216,567
Cash received from WG Trading LP - 736,361
Collection of receivable from claims processor (400,000) (400,000)
Cash received from claims processor 421,000 442,000
Other - 500
Deferred income tax benefit 1,937,412 3,420,901
Total additions 22,854,477 25,736,940
Deductions
Net loss on investments in marketable securities,
net of management fees, custody fees and
trading expenses and bond amortization 11,126,412 12,136,940
Claim settlements paid 61,790,624 50,837,631
Professional fees 944,433 1,233,839
Claims processing fees 725,463 522,340
Trustee fees and expenses 593,176 650,902
Foreign taxes paid 167,594 132,734
Future Claimants' Representative fees and expenses 136,074 324,951
Trust Advisory Committee member expenses 114,455 180,470
Insurance 72,239 72,239
Delaware Trustee fees and expenses 3,250 3,250
Total deductions 75,673,720 66,095,296
Net decrease in Net Claimants' Equity (52,819,243) (40,358,356)
Net Claimants' Equity, End of Year $ 541,846,896 % 594,666,139

See accompanying notes to special-purpose financial statements.
-4 .
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note | = Nature of Trust

Description of Trust

The Kaiser Aluminum & Chemical Corporation Asbestos Personal Injury Trust (the “Trust”)
was established pursuant to the Second Amended Joint Plan of Reorganization of Kaiser
Aluminum Corporation, Kaiser Aluminum & Chemical Corporation and Certain of their
Debtor Affiliates (“Kaiser”)(the “Plan”). The purpose of the Trust is:

i) to assume liability pursuant to the Plan for all asbestos personal injury claims against
Kaiser;

ii) to use the Trust's assets and income to pay holders of valid asbestos personal injury
claims; and

iii) to comply in all respects with the requirements for a trust set forth in Section
524(g)(2)(B) of the Bankruptcy Code.

The Trust was established on July 6, 2006, the Effective Date of the Plan (“Effective Date”), and
is a Qualified Settlement Fund for holders of asbestos personal injury claims (“Qualified
Settlement Fund”). The Trust operates as the Kaiser Aluminum & Chemical Corporation
Asbestos Personal Injury Trust.

Pursuant to the Plan, the Trust receives 94% of the available cash of the Kaiser Aluminum &
Chemical Corporation Funding Vehicle Trust (“Funding Vehicle Trust”) after certain predefined
distributions of the Funding Vehicle Trust to other Kaiser personal injury trusts and the
payment of expenses. In addition, the Trust received 94% of the common stock of KAE
Trading, Inc. The Trust also received an assignment of a claim with respect to which the Trust
was entitled to receive shares of Kaiser Aluminum Corporation common stock.

The Trust is governed by a Trust Agreement and Trust Distribution Procedures (“TDP”) that
establish the framework and criteria for allowance and payment of Claims by the Trust. The
Trust Agreement and TDP were approved by the United States District Court as part of the
Plan. There are eight disease levels specified in the TDP. Each claimant who meets the medical
and exposure requirements of the TDP for a particular disease level may apply for expedited
review and a specified payment amount. Claimants also have an alternative, under the TDP, to
submit  additional documentation and request a more expansive review of their Claim
(Individual Review Process) in which case claims may be paid within a range of amounts.
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note | — Nature of Trust - (Continued)

Description of Trust - continued

The Trust's assets consist primarily of cash and cash equivalents, investments in marketable
securities and the beneficial interest in the Funding Vehicle Trust, which, with the earnings or
losses on such investments, are intended to be totally consumed by the allowance and payment
of claims and operation of the Trust. The percentage amount of each allowed claim that will
actually be paid will be determined by projections of total allowed Claims and operational
expenses of the Trust, on the one hand, and total assets and net earnings or losses on the
other. Pursuant to the TDP, in May 2011, the Trust decreased the payment percentage from
39.5% (initial payment percentage) to 35%, and this payment percentage is subject to period
review. The Trustees are fiduciaries to the beneficiaries of the Trust and are responsible for
administering the Trust and the Trust's assets in accordance with the Trust Agreement and the
Plan.

Termination
The Trust Agreement (Section 8.2) provides that the Trust shall automatically dissolve on the
date ninety (90) days after the first to occur of the following:

e The date on which the Trustees decide to dissolve the Trust because (A) the Trustees
deem it unlikely that any new asbestos claims will be filed against the Trust, (B) all
asbestos personal injury claims duly filed with the Trust have been liquidated and, to the
extent possible based upon the funds available to such Trust through the Plan and in
accordance with the Trust Agreement, paid to the extent provided in the Agreement,
and the asbestos distribution procedures or disallowed by a final, non-appealable order,
and (C) twelve (12) consecutive months have elapsed during which no new asbestos
personal injury claims have been filed with the Trust.

e If the Trustees have procured and have in place irrevocable insurance policies and have
established claims handling agreements and other necessary arrangements with suitable
third parties adequate to discharge all expected remaining obligations and expenses
(including without limitation Trust expenses) of the Trust in a manner consistent with
the Agreement and the asbestos distribution procedures, the date on which the
bankruptcy court enters an order approving such insurance and other arrangements and
such order becomes a final order, or
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note | - Nature of Trust - (Continued)

Termination - continued
e To the extent that any rule against perpetuities shall be deemed applicable to the Trust,
that date which is twenty-one (21) years less ninety-one (91) days after the death of the
last survivor of all of the descendants of the late Joseph P. Kennedy, Sr., father of the
late President John F. Kennedy, living on the date hereof.

On the dissolution date or as soon as reasonably practicable, after the wind-up of the Trust’s
affairs by the Trustees and payment of all the Trust's liabilities have been provided for as
required by applicable law, all remaining assets shall be applied to such charitable purposes, if
practicable, which shall be related to the treatment of research on, or the relief of individuals
suffering from asbestos related lung disease or disorders.

Following the dissolution and distribution of the assets of the Trust, the Trust shall terminate
and the Trustees, or any one of them, shall execute and file a Certificate of Cancellation.

Note 2 - Summary of Significant Accounting Policies

Basis of accounting

The Trust's special-purpose financial statements are prepared using special-purpose accounting
methods that differ from accounting principles generally accepted in the United States of
America (GAAP). The special-purpose accounting methods are being used to better
communicate the equity available to satisfy current and future claims. Since the accompanying
special-purpose financial statements and transactions are not based upon GAAP, accounting
treatment by other parties for these same transactions may differ as to timing and amount.
These special-purpose accounting methods and the differences from GAAP are summarized as
follows:

e The special-purpose financial statements are prepared using the accrual basis of
accounting, except as otherwise described herein.

e The statement of net claimants’ equity is not classified, resulting in no separation
between current and noncurrent assets.

e These special-purpose financial statements do not include a statement of cash flows.
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 2 - Summary of Significant Accounting Policies - (Continued)

Basis of accounting - continued

e Cash and cash equivalents are recorded at cost with accrued income shown separately.

e The funding received from Kaiser and the Funding Vehicle Trust has been recorded
directly to net claimants’ equity. These funds do not represent taxable income to the
Trust. Payments to claimants are reported as deductions from net claimants’ equity and
do not represent tax-deductible expenses of the Trust. No liability is recorded for
unpaid claims, outstanding offers, future claim filings and filed claims on which no offer
has been made. Net claimants’ equity represents funding available to pay present and
future claims.

e The Trust's investments in marketable securities are considered as available for sale.
The unrealized holding gains (losses) on these investments are included in net loss on
investments in marketable securities, net of management fees, custody fees and trading
expenses and bond amortization on the accompanying statements of changes in net
claimants’ equity. Under accounting principles generally accepted in the United States of
America, the unrealized holding gains (losses) on available for sale investments would be
included as a component of net claimants’ equity reported as accumulated other
comprehensive income (loss).

e The accounts of KAE Trading, Inc. have not been consolidated in the accompanying
financial statements, as would be required under accounting principles generally
accepted in the United States of America because the interest is held solely to pay
asbestos personal injury claims and the objective of these financial statements is to
communicate the equity available over the life of the Trust to current and future
claimants. See Note 5.

Use of estimates

The preparation of special-purpose financial statements in conformity with the special-purpose
accounting method requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the special-purpose financial statements
and the reported amounts of additions and deductions from net claimants’ equity during the
reporting periods. Significant items subject to such estimates and assumptions include the
carrying value of financial instruments. Actual results could differ from those estimates.

.8-
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 2 — Summary of Significant Accounting Policies - (Continued)

Financial instruments

The Trust’s financial instruments are cash and cash equivalents, accrued investment income,
beneficial interest in the Funding Vehicle Trust, a note receivable from the claims processor as
of December 31, 2015, investment in marketable securities and accrued professional fees. The
carrying amount of cash and cash equivalents, accrued investment income, and accrued
professional fees approximate their fair values based on their short-term nature. The carrying
amount of marketable securities is based on fair value. The carrying amount of the beneficial
interest and the note receivable approximate fair value and are based on the history of
collectability and management’s estimates.

Cash and cash equivalents

The Trust considers all highly liquid debt instruments purchased with an original maturity value
of three months or less to be cash equivalents. Cash and cash equivalents consist of money
market funds at December 31, 2016 and 2015.

Concentrations of credit risk

Financial instruments, which potentially subject the Trust to concentrations of credit risk,
consist primarily of cash and cash equivalents, investments in marketable securities, and the
beneficial interest in the Funding Vehicle Trust. The Trust maintains its cash and cash
equivalents in accounts that are not federally insured but considers them to be of high credit
quality. The Trust has not experienced any losses in such accounts, and it does not believe it is
exposed to any significant credit risk.

The Trust's investments are exposed to various risks, such as interest rate, market and credit
risk. Due to the level or risk associated with investments, it is at least reasonably possible that
significant changes in risks in the near term may materially affect the amounts reported in the
financial statements. However, the Trust has a formal investment policy of placing investments
in high-quality financial institutions.

The Trust is one of the beneficial owners of the Funding Vehicle Trust. The Trust generally
receives 94% of funds distributed by the Funding Vehicle Trust after certain preferential
distributions provided for in the Trust Agreement. The beneficial interest in the Funding Vehicle
Trust was not discounted to estimated net present value at December 31, 2015. In 2016, the
Trust received its 94% beneficial interest in the Funding Vehicle Trust's insurance settlements,
which were collected in full.
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 2 - Summary of Significant Accounting Policies - (Continued)

Investments in marketable securities and related income

Investments in marketable securities are reported at fair value in the statements of net
claimants' equity and changes in the fair value of investments, as well as realized gains and losses
and foreign currency translation, are included in net loss on investments in marketable
securities, net of management fees, custody fees and trading expenses and bond amortization
reported in the statements of changes in net claimants' equity. All marketable securities are
deemed by management to be available for sale and are reported at fair value with net holding
unrealized gains or losses reported within net claimants' equity. Purchases and sales of
marketable securities are recorded on the trade date.

Realized gains and losses on disposals of investments are determined by the specific
identification method. Interest and dividend income are recognized on the accrual basis. For
2016 and 2015, investment management fees and custody fees and trading expenses of
$801,693 and $762,288, respectively, and bond amortization of $6,076,392 and $5,801,570,
respectively, are included in net loss on investments in marketable securities, net of
management fees, custody fees and trading expenses and bond amortization in the
accompanying statements of changes in net claimants’ equity.

Investments considered to be permanently impaired in value are written down to their
estimated net realizable value and the write down is recorded as a realized loss on investments.
Unrealized losses that are other-than-temporary based upon management's estimates using
quantitative and qualitative criteria are recognized as realized investment losses. Actual results
could differ from those estimates.

Net claimants' equity
The Trust, under the adopted special-purpose accounting convention, does not record the
liability for future claims expected to be filed over the life of the Trust. The net claimants’
equity is available for (i) the payments of allowed asbestos-related claims and (i) operational
expenses of the Trust.

-10-
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 2 ~ Summary of Significant Accounting Policies - (Continued)

Income taxes

Deferred tax assets and liabilities are recorded based on temporary differences between the
carrying amounts of assets and liabilities for financial reporting and income tax purposes using
the tax rates currently in effect. A valuation allowance is established when it is not more likely
than not that the deferred tax assets may be realized. No provision for state income taxes was
recorded because, as a Delaware trust, the Trust has no state income tax return filing
obligation and is not obligated to pay state income taxes. Funds received by the Trust from
Kaiser and the Funding Vehicle Trust and distributions paid to settle asbestos claims are not
taxable or deductible by the Trust.

The Trustees’ estimate of the potential outcome of any uncertain tax issues is subject to
management's assessment of relevant risks, facts, and circumstances existing at that time. The
Trust uses a more likely than not threshold for financial statement recognition and
measurement of tax positions taken or expected to be taken in a tax return. To the extent
that the Trustees’ assessment of such tax position changes, the change in estimate is recorded
in the period in which the determination is made. The Trust reports tax-related interest and
penalties as a component of income tax expense and operating expenses, respectively. The
Trust has recognized no increase in assets or liabilities for unrecognized tax benefits or
expense.

Claim settlements paid

Claim settlements paid represents the actual amount of cash paid to claimants during the year.
The Trust does not record a liability for unpaid claims, outstanding offers, future claim filings
and filed claims on which no offer has been made. At December 31, 2016 and 2015, there were
approximately $12,141,000 and $1 1,760,000 of claims settled but not paid, respectively.

Reclassifications

Certain prior year amounts have been reclassified for consistency with the current year
presentation. Certain legal fees, grouped with professional fees, were reclassified to Trust
Advisory Committee member expenses and Future Claimants’ Representative (“FCR") fees and
expenses. Certain consulting fees, grouped with professional fees, were reclassified to FCR
fees and expenses. These reclassifications had no effect on the previously reported net
decrease in net claimants’ equity.
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 2 - Summary of Significant Accounting Policies - (Continued)

Subsequent events

The Trust has evaluated events and transactions subsequent to the date of the financial
statements for matters requiring recognition or disclosure in the special-purpose financial
statements. The accompanying special-purpose financial statements consider events through
April 5, 2017, the date on which the financial statements were available to be issued.

Note 3 - Beneficial Interest in Kaiser Aluminum & Chemical Corporation Funding
Vehicle Trust

The 2016 and 2015 statements of changes in net claimants’ equity reflect cash received of
$37,325,753 and $63,216,567, respectively, from the Funding Vehicle Trust, and an adjustment
to the beneficial interest of $35,261,256 and $59,739,815, respectively to reduce the beneficial
interest for cash received and recognized non-cash increases in the beneficial interest. Future
distributions from the Funding Vehicle Trust depend on the residual cash balance after payment
of expenses of the Funding Vehicle Trust and amounts, if any, received from insolvent insurers.

Note 4 - Investments in Marketable Securities

Fair value measurements

The Trust measures its investments, at fair value, according to a hierarchy of valuation
techniques. The following are the levels of the hierarchy and a brief description of the type of
valuation information (“inputs”) that qualifies an investment for each level:

Level | — Quoted prices are available in active markets for identical investments as of
the reporting date. The type of investments in Level | include short-term investments
and listed equity securities.

Level 2 — Pricing inputs are other than quoted market prices included in Level |,
however, are observable indirectly for the investment. The Trust includes its municipal
bonds in Level ll, because these pricing inputs are indirectly evident through interest
rates for commonly quoted credit risks.

Level 3 — Pricing inputs are unobservable for the investment and include situations
where there is little, if any, market activity for the investment. The inputs into the
determination of fair value require significant management judgment or estimation. The
Trust does not carry any Level lll investments.

= [Bu -
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 4 - Investments in Marketable Securities -~ (Continued)

Fair value measurements — continued

The valuations of the Trust's investments in marketable securities by the above fair value
hierarchy levels and the corresponding cost of the investments as of December 31, 2016 and

2015 are as follows:

December 31, 2016

Market Unrealized
Gains
Value Cost (Losses)
Level
Equity securities
Mutual funds | $ 21,878,643 $ 11,283,739 $ 10,594,904
Common stocks | 80,689,810 69,354,436 11,335,374
Preferred stocks I 500,645 250,379 250,266
Rights/warrants I 4 143 (139)
Total equity securities 103,069,102 80,888,697 22,180,405
Municipal bonds 2 405,038,303 404,690,601 347,702
Total $ 508,107,405 $ 485,579,298 $ 22,528,107
December 31, 2015
Market Unrealized
Value Cost Gains (Losses)
Level
Equity securities
Mutual funds | $ 20,101,317 $ 10,781,893 $ 9319424
Common stocks I 74,285,595 73,492,267 793,328
Preferred stocks [ 210,980 271,690 (60,710)
Total equity securities 94,597,892 84,545,850 10,052,042
Municipal bonds 2 404,260,526 392,421,545 11,838,981
Total $ 498,858,418 $ 476,967,395 $ 21,891,023
13-
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 4 - Investments in Marketable Securities - (Continued)

Maturities of the Trust’s debt securities at December 31, 2016 are as follows:

Fair Unrealized
Value Cost Gains (Losses)
Due in one year or less $ 9,511,071 $ 9,553,502 $ (42,431)
Due after one year through five years 138,282,526 137,652,045 630,481
Due after five years through ten years 205,185,086 204,928,570 256,516
Due after ten years through twenty years 19,215,729 18,955,865 259,864
Due after twenty years 32,843,891 33,600,619 (756,728)
Total $ 405,038,303 $ 404,690,601 $ 347,702

Other-than-temporary impairment of investments

During 2008, the Trust invested approximately $9,600,000 in WG Trading, LP. During February
2009, the Securities and Exchange Commission froze all assets of WG Trading, LP for an alleged
investment fraud. Based on these developments, the Trust considered the investment in WG
Trading, LP other-than-temporarily impaired at December 31, 2008, resulting in a realized loss
on investments of $9,325,000. The Trust has received approximately $8,308,000 through
December 31, 2014 from the court-appointed receiver of WG Trading. During 2015, the Trust
received another distribution of $736,000, making the total receipts through December 31,
2015 approximately $9,044,000. The Trust received no amounts in 2016, however, the
receiver expects to make subsequent distributions.

Note 5 - Investment in KAE Trading, Inc.

The Trust was a shareholder of KAE Trading, Inc. (KAE). During 2007, the primary asset of
KAE was sold, and a significant portion of the proceeds from the sale was distributed to
shareholders as a dividend. On October 14, 2015, KAE was dissolved and the financial
statement carrying value of the investment in KAE was reduced to zero. The Trust realized a
capital loss of $891,564 for income tax purposes on the dissolution of this investment. The
Trust received a final liquidating distribution of $6,110 in 2016.
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 6 — Note Receivable from Claims Processor

During 20Il, management of the Trust discovered that errors had been made in the calculation
of sequencing adjustments (as provided for in the Trust Distribution Procedures) for certain
claims paid during 2008, 2009, and 2010. The effect of these errors, which consisted of
approximately $1,200,000 in 2008, $2,200,000 in 2009, and $3,900,000 in 2010 were included
in claim settlements paid on the statements of changes in net claimants' equity.

In connection with those errors, in February 2012, the Trust and its claims processor finalized
an agreement for the claims processor to repay a portion of overpayment errors discovered in
the calculation of sequencing adjustments. The full settlement amount was $3,000,000. The
claims processor paid $1,200,000 within 60 days of execution of the agreement, in accordance
with applicable terms. The remaining $1,800,000 was secured by a five-year note, bearing
interest of 5.25%. The claims processor paid principal of $400,000 plus accrued interest of
$21,000 and $42,000 at the end of 2016 and 2015, respectively. The note has been paid in full
at December 31, 2016.

Note 7 - Trust Advisory Committee and Legal Representative

The Trust Agreement sets forth the role and responsibility of the Trust Advisory Committee
(“TAC”) and Legal Representative (“LR”). The members of the TAC serve in a fiduciary
capacity representing all holders of present Asbestos Claims (“Current Claimants”). The
Trustees are required to consult with or obtain the consent of the TAC on certain matters
identified in the Trust Agreement and the TDP. The TAC is comprised of six attorneys who
are engaged by Current Claimants.

The LR serves in a fiduciary capacity, representing the interests of the individuals who may file
an Asbestos Claim in the future, but who at this time are unknown to the Trust (Future
Asbestos Claimants). This role, in part, is to protect rights of the Future Asbestos Claimants.
The Trustees are required to consult with or obtain the consent of LR on certain matters
identified in the Trust Agreement and the TDP.
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 8 - Taxation

The Trust reports its income to the Internal Revenue Service as a designated settlement fund
which is taxed at the highest rate applicable to trusts under Section I(e) of the Code, which is
39.6% for the years ended December 31, 2016 and 2015. The Trust's federal income tax

expense is calculated as follows:

Years Ended December 31,

2016 2015
Net federal taxable income (loss) $ (644,129) $ 4,896,254
Tax rate 39.6% 39.6%
Federal income tax expense (benefit) (255,075) 1,938,917
Benefit for change in tax position - 711,756
Deferred federal income tax expense (benefit) (1,682,337) (4,132,657)
Utilization of net operating loss - (1,938,917)
Net federal tax benefit $ (1,937,412) $ (3,420,901)

The benefit for change in tax position for year 2015 relates to amended returns for 2011
through 2014 which increased the net operating loss carryforward. The Trust believes the new
position meets the more likely than not threshold.

-16-
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KAISER ALUMINUM & CHEMICAL CORPORATION
ASBESTOS PERSONAL INJURY TRUST

Notes To Special-Purpose Financial Statements

Note 8 - Taxation - (Continued)

Temporary differences between financial reporting income and taxable income generate
deferred tax assets and liabilities, as follows:

Years Ended December 31,

2016 2015
Net operating loss carryforward $ 4,538,377 $ 2,348,680
Unrealized gain on investments (8,921,130) (8,668,845)
Net deferred tax liability $ (4,382,753) $ (6,320,165)

At Dccember 31, 2016 and 2015, the Trust had approximately $11,460,000 and $5,931,000 of
net operating loss carryforwards starting to expire in 2029 for federal purposes. The amount
of income taxes the Trust pays is subject to ongoing audits by federal authorities.
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Kaiser Aluminum & Chemical Corporation
Asbestos Personal Injury Trust

Report of Compensation and Expense Reimbursement
(January 1, 2016 through December 31, 2016)

Compensation

Mark M. Gleason (Trustee)
Ken M. Kawaichi (Trustee)
Robert A. Marcis (Trustee)
Trust Advisory Committee

Members

Trust Advisory Committee

Members - Counsel

Future Asbestos Claimants’

Representative

Future Asbestos Claimants’
Representative — Counsel

Future Asbestos Claimants’
Representative - Consultants
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$223,059
$147,145

$203,633

$4,080

$104,012

$64,500

$47,940

$8,775

Expense

Reimbursement

$5,053
$6,467

$7,819

$631

$5,732

$6,779

$6,996

$1,084
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CERTIFICATE OF SERVICE

I, Frances Gecker, an attorney, hereby certify that, on April 27, 2017, a true and correct
copy of the foregoing Kaiser Aluminum & Chemical Corporation Asbestos Personal Injury
Trust Special-Purpose Financial Statements and Report of Independent Auditors for the
Years Ended December 31, 2016 and 2015 (the “Audited Financial Statement”) and Related
Information were filed electronically. Notice of the filing will be sent to all parties who are
currently on the Court’s Electronic Mail Notice List by operation of the Court’s Electronic Filing
System. In addition, a copy of the Audited Financial Statement was served this day upon the
parties listed on the attached Service List either by electronic mail or first-class United States

mail, postage prepaid.

/s Frances Gecker
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KAISER ALUMINUM & CHEMICAL CORPORATION
PERSONAL INJURY TRUST SERVICE LIST

Ken M. Kawaichi
14 Mesa Avenue
Piedmont, California 94611
kkawaichi@sbcglobal.net

Mark M. Gleason
GLEASON & ASSOCIATES, P.C.
One Gateway Center, Suite 525
420 Fort Duquesne Boulevard
Pittsburgh, Pennsylvania 15222-1402
mgleason(@gleason-cpa.com

Matthew P. Bergman
Bergman Draper Ladenburg
821 2™ Avenue, Suite 2100

Seattle, WA 98104
matt@bergmanlegal.com

John M. Donnan, Esq.

Vice Pres., Secretary and Gen. Counsel
KAISER ALUMINUM CORPORATION
27422 Portola Parkway, Suite 350

Foothill Ranch, California 92610
John.Donnan(@kaiseral.com

Dave Young
WILMINGTON TRUST COMPANY
1100 North Market Street
Wilmington, Delaware 19890-1625
dyoung@wilmingtontrust.com
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Robert A. Marcis
339 Tanglewood Lane
Bay Village, Ohio 44140
Marcis4@sbeglobal.net

Elihu Inselbuch
Ann C. McMillan
Caplin & Drysdale, Chartered
One Thomas Circle, N.W.
Washington, District of Columbia 20005
ei(@capdale.com
acm(@capdale.com

Martin J. Murphy
Davis & Young
1200 Fifth Third Center
600 Superior Avenue, E.
Cleveland, Ohio 44114-2654
mmurphy@davisyoung.com

Fred M. Brody
MORRISON & MORRISON, LTD.
19 South LaSalle Street
Suite 1100
Chicago, Illinois 60603
fmb@morrmorr.com

Perry Weitz
Lisa Nathanson Busch
Weitz & Luxenberg, PC
700 Broadway
New York, New York 10003

pweitz@weitzlux.com; lbusch@weitzlux.com
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Alan R. Brayton
Brayton Purcell
222 Rush Landing Road
P.O. Box 6169
Novato, California 94948-6169
abrayton(@braytonlaw.com

Steven Kazan
Kazan, McClain,
Lyons, Greenwood & Harley, P.C.
Jack London Market
55 Harrison Street, Suite 400
QOakland, CA 94607

skazan@kazanlaw.com

John D. Cooney
James R. Hopkinson
Cooney and Conway
120 North LaSalle Street
30th Floor
Chicago, Illinois 60602
jcooney(@cooneyconway.com
jhopkinson(@cooneyconway.com
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Joseph F. Rice
John Baden
Motley Rice LLC

25 Bridgeside Boulevard

P.O. Box 1792

Mt. Pleasant, South Carolina 29465
jrice@motleyrice.com

jbaden@motleyrice.com

James L. Patton, Jr.
Edwin J. Harron
Sharon M. Zieg
Young Conaway Stargatt & Taylor, LLP
Rodney Square
1000 North King Street
Wilmington, Delaware 19801
ipatton@yest.com; eharron(@ycst.com;
szieg(@ycst.com
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Mailing Information for Case 02-10429-KG

Electronic Mail Notice List

The following is the list of parties who are currently on the list to receive email notice/service
for this case.
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