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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

) 
In re: ) Chapter 11 

) 
LESLIE CONTROLS, INC.,' ) Case No. 10-12199 (CSS) 

) 
Debtor. ) 

NOTICE OF FILING 

PLEASE TAKE NOTICE that, on April 30, 2018, the Leslie Controls, Inc. Asbestos 

Personal Injury Trust Special-Purpose Financial Statements and Report of Independent 

Auditors for the Years Ended December 31, 2017 and 2016 and Related Information were 

filed electronically by FrankGecker LLP with the United States Bankruptcy Court for the District 

of Delaware, 824 North Market Street, 3rd Floor, Wilmington, Delaware. 

FRANKGECKER LLP 

By: /s/ Jeremy C. Kleinman 
Joseph D. Frank (IL Bar No. 6216085) 
Jeremy C. Kleinman (ARDC #6270080) 
325 North LaSalle Street, Suite 625 
Chicago, Illinois 60654 
(312) 276-1400 
(312) 276-0035 (fax) 
ifrank@fgllp.com 

Counsel for the Leslie Controls, Inc. 
Asbestos Personal Injury Trust 

Dated: April 30, 2018 

: The last four digits of the Debtor’s federal tax identification number are 3780. 
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BM REPORT OF INDEPENDENT AUDITOR 

SOWAN To the Trustee of 
HORAN Leslie Controls, Inc. Asbestos Personal Injury Trust 
ACCOUNTANTS 

CONSULTANTS We have audited the accompanying special-purpose financial statements of the 
15301 Dallas Parkway Leslie Controls, Inc. Asbestos Personal Injury Trust (the Trust), which 
Suite 960 comprise the special-purpose statements of net claimants’ equity as of 
Addison, Texas 75001 ) 
MAIN 214 545 3965 December 31, 2017 and 2016, and the related special-purpose statements of 
FAX 214 545 3966 changes in net claimants’ equity and cash flows for the years then ended, and 
www.bkmsh.com . . 

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 
special-purpose financial statements in accordance with the special-purpose 
accounting methods adopted by the Trust and Trustee, as described in Note 2. 
Management is also responsible for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair 
presentation of special-purpose 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 special-purpose 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 audits to obtain reasonable 
assurance about whether the special-purpose financial statements are free of 
material misstatement. 

An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the special-purpose financial statements. The 
procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the special-purpose 
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 special-purpose 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 special-purpose 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 Trust as 

of December 31, 2017 and 2016, and the changes in net claimants’ equity and 
cash flows for the years then ended in conformity with the special-purpose 
basis of accounting described in Note 2. 

Basis of Accounting 

We draw attention to Note 2 of the special-purpose financial statements, 
which describes the basis of accounting. These special-purpose 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 equity 
during the periods. Our opinion is not modified with respect to that matter. 

Restriction on Use 

This report is intended solely for the information and use of the management 
of the Trust, the Trustee, 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. 

M Asvien Kloron, LLP 
Addison, Texas 

April 10, 2018 
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LESLIE CONTROLS, INC. 

ASBESTOS PERSONAL INJURY TRUST 

Special-Purpose Statements of Net Claimants' Equity 

December 31, 

2017 2016 

ASSETS 

Cash and cash equivalents $ 3,647,445 $ 589,574 

Investments at fair value 44 971,137 46,419,999 

Insurance settlement receivable - 3,453,973 

Investment income receivable 228,960 178,223 

Prepaid expenses 8,212 8,643 

Total assets 48,855,754 50,650,412 

LIABILITIES AND NET CLAIMANTS' EQUITY 

Accounts payable and accrued expenses 95,484 63,593 

Settled claims payable 1,417,645 1,995,467 

Total liabilities 1,513,129 2,059,060 

Net claimants' equity $ 47,342,625 $ 48,591,352 

See accompanying notes to special-purpose financial statements 
-3- 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Special-Purpose Statements of Changes in Net Claimants' Equity 

ADDITIONS 

Insurance settlements 

Investment income, net: 

Interest and dividends 

Investment advisory fees 

Realized gain (loss) on investments, net 

Unrealized gain (loss) on investments, net 

Total additions 

DEDUCTIONS 

Claims settled 

Claim processing fees and consulting 

Operating expenses 

Total deductions 

Net increase (decrease) in net claimants' equit quity 

Net claimants’ equity: 

Beginning of year 

End of year 

See accompanying notes to special-purpose financial statements 
_4 - 

Years Ended December 31, 

2017 2016 

- 3 17,999,988 

836,912 606,509 

(155,326) (78,877) 

(100,102) 11,963 

1,332,678 (194,417) 

1,914,162 18,345,166 

2,190,384 2,216,464 

141,921 208,311 

830,584 563,916 

3,162,889 2,988,691 

(1,248,727) 15,356,475 

48,591,352 33,234,877 

47,342,625 $ 48,591,352 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Special-Purpose Statements of Cash Flows 

Cash flows from operating activities 
Net increase (decrease) in net claimants' equity 

Adjustments to reconcile net increase 

(decrease) to net cash provided by operating 

activities: 

Net unrealized (gain) loss on investments 

Net realized (gain) loss on investments 

Amortization of bond premiums 

Changes in assets and liabilities: 

Investment income receivable 
Insurance settlement receivable 

Prepaid expenses 

Accounts payable and accrued expenses 

Settled claims payable 

Net cash provided by operating activities 

Cash flows from investing activities 

Proceeds from sale of investments 

Purchase of investments 

Net cash provided by (used in) investing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 

See accompanying notes to special-purpose financial statements 
5 - 

$ 

Years Ended December 31, 

2017 2016 

(1,248,727) $ 15,356,475 

(1,332,678) 194,417 

100,102 (11,963) 

84,371 166,173 

(50,737) 52,087 

3,453,973 (3,453,973) 

431 90 

31,891 18,858 

(577,822) (1,282,160) 

460,804 | 1,040,004 

43,535,277 19,739,542 

(40,938,210) (31,335,366) 

2,597,067 (11,595,824) 

3,057,871 (555,820) 

589,574 1,145,394 

3,647,445 $ 589,574 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

Note | = Description of the Trust 

General 

The Leslie Controls, Inc. Asbestos Personal Injury Trust (the Trust) was established on April 
28, 201 | (Effective Date), and is a Qualified Settlement Fund (QSF) pursuant to Section |.468B- 

| et seq. of the Treasury Regulations promulgated under section 468B of the Internal Revenue 
Code. The purpose of the Trust is to (a) assume all liabilities and responsibility for Asbestos 
Personal Injury (Pl) Claims (whether existing as of the Effective Date or arising at any time 

thereafter), (b) direct the processing, liquidation and payment of all Asbestos Pl Claims in 
accordance with the Asbestos Pl Trust Distribution Procedures, (c) preserve, hold, manage and 
maximize the Asbestos Pl Trust Assets for use in paying and otherwise satisfying Asbestos Pl 
Claims and paying Asbestos Pl Trust Expenses, and (d) otherwise comply in all respects with 
the requirements of a trust set forth in section 524(g)(2)(B) of the Bankruptcy Code, all in 
accordance with the Plan. 

The Trust is governed by a Trust Agreement and Trust Distribution Procedures (TDP) that 
establish the framework and criteria for allowance and payment of asbestos-related claims by 
the Trust. There are seven 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 
(TDP - 5.2b Individual Review Process) in which case claims may be paid within a range of 
amounts. 

The Trust’s assets consist primarily of cash and cash equivalents and investments, 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 of the amount of 
each allowed claim that will actually be paid will be determined by projections of total allowed 
Asbestos 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, the initial payment percentage was 

established at 40%. Effective May 20, 2014, pursuant to the Amended and Restated Asbestos 
Trust Distribution Procedures, the Trustee adjusted the payment percentage from 40% to 5%. 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

Note | — Description of the Trust - (Continued) 

Funding 

On the Effective Date, the Trust was funded with a total of $76,625,000. These funds consisted 
of $74,000,000 from CIRCOR International, Inc. (CIRCOR), the parent corporation of Leslie 
Controls, Inc. (Leslie), and $2,625,000 of proceeds on the settlement between Leslie and 
Continental Casualty Company. On June 17, 2011, The Trust also received approximately 
$181,000 from CIRCOR from the proceeds of insurance settlements. Finally, Leslie 
contributed a secured promissory note in the principal amount of $1,000,000 with simple 
interest payable at the rate of 5% per annum in equal quarterly payments. The note was 
secured by 100% of the common stock of Leslie as collateral and Leslie was entitled to prepay 
at any time after payment of the first installment. On April 26, 2012, Leslie paid the Trust . 
$60,000 (the first $10,000 principal payment plus interest of $50,000). On April, 27, 2012, 
Leslie paid the Trust $990,000 in full satisfaction of the remaining amount due under the note. 
During 2016, the Trust received additional proceeds from insolvent insurers of approximately 
$18 million. The Trust expects to receive additional payments over several years as the 
payment percentage is increased on one of the insurers. The amount and timing of additional 
payments is unknown. 

Termination 

Section 8.2 of the Trust Agreement provides that the Trust shall automatically terminate on the 
date (the Dissolution Date) ninety (90) days after the first to occur of the following events: 

e The Trustee decides to dissolve the Trust because (A) the Trustee deems it unlikely 
that any new Asbestos Claims will be filed against the Trust, (B) all Asbestos PI Claims 
filed with the Trust have been liquidated and, to the extent possible based upon the 
funds available to the Trust through the Plan, paid to the extent provided in the Trust 
Agreement and the Asbestos Pl Trust Distribution Procedures or disallowed by a final, 
non-appealable order, and (C) twelve (12) consecutive months have elapsed during 
which no new Asbestos Pl Claim has been filed with the Trust; or 

o |If the Trustee has procured and has in place irrevocable insurance policies and has 
established claims handling agreements and other necessary arrangements with suitable 
third parties adequate to discharge all expecting remaining obligations and expenses of 
the Trust in a manner consistent with the Trust Agreement and the Asbestos Pl Trust 
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 

:7 a 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

Note | — Description of the 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 Trustee and payment of all the Trusts liabilities, any remaining assets of the Trust 
shall be applied to such charitable: purposes as the Trustee in their reasonable discretion shall 
determine, which charitable purposes, if practicable shall be related to the treatment of, 
research on or the relief of suffering of individuals suffering from asbestos-related lung diseases 
or disorders. 

Note 2 — Summary of Significant Accounting Policies 

Basis of accounting 

The Trust's financial statements are prepared using special-purpose accounting methods 
adopted by the Trustee which differ from accounting principles generally accepted in the United 
States of America (GAAP). The special-purpose accounting methods were adopted in order to 
communicate to the beneficiaries of the Trust the net assets available for the payment of claims 
and related operating expenses of the Trust. Since the accompanying 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 Net claimants’ equity represents funds available to pay asbestos and bankruptcy related 
claims that have been submitted but not processed or not yet submitted. Trust 
expenses are also paid from net claimants’ equity. Under GAAP, net claimants’ equity 
would be reduced for estimates of amounts to be paid for claims that have been 
submitted, but not processed, or not yet submitted. 

e Claims are expenses that are recorded once an offer is made to the claimant at the 
amount equal to the expected pro-rata payment. Under GAAP, a liability would be 
recorded for an estimate of the amount to be paid for the claims that have been 
incurred but not yet reported, and for those claims that have been submitted but not 
yet approved for payment by the Trust. 

-8 - 

Leslie Controls Asbestos Trust Annual Reports, 2017 annual report
ACL Doc 13992 · Page 11 of 26

Published by AsbestosClaims.Law

asbestosclaims.law/library/13992/11

https://asbestosclaims.law/library/13992/11


Case 10-12199-CSS Doc 794 Filed 04/30/18 Page 12 of 26 

LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

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

Basis of accounting — continued 

e Payments for services to be received over an extended period in the future are 
expensed as paid since these amounts are no longer available for the payment of claims. 
Under GAAP, an asset would be recorded and amortized over the period in which the 
related benefits are received. 

e Income tax expense (benefit) is estimated and recorded as incurred in the period in 
which certain income and expense items affect current federal income taxes. Under 
GAAP, the provision for income taxes is recorded based upon income (loss) reported 
for financial statement purposes, which includes federal income taxes both currently 
payable and changes in deferred taxes due to differences between financial reporting and 
tax bases of assets and liabilities. Additionally, GAAP requires all tax positions to be 
reviewed using a more likely than not threshold for financial statement recognition of 
tax assets, and a liability to be recorded for an uncertain tax position taken or expected 
to be taken beyond this threshold. 

e Asbestos insurance recoveries are not recorded until the funds are received or 
collection is assured from the insurance carriers. Under GAAP, asbestos insurance 
recoveries are recorded upon settlement. 

Use of estimates 

The preparation of the special-purpose financial statements requires the Trustee and 
management of the Trust to make estimates and assumptions that affect the reported amounts 
of assets and liabilities and disclosures of contingent assets and liabilities at the date of the 
special-purpose financial statements, and the reported amounts of additions and deductions to 
the net claimants’ equity during the reporting periods. The significant item subject to such 
estimates and assumptions include the fair value of investments and current income taxes. 
Actual results could differ from these estimates. 

Financial instruments 

The Trust's primary financial instruments are cash and cash equivalents, investments, and 
investment income receivable. The carrying amount of cash and cash equivalents and 
investment income receivable approximate their fair values based on their short-term nature. 
The carrying amount of marketable securities is based on fair value. 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

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

Cash and cash equivalents 

The Trust considers all money market funds and short-term investments with a maturity of 
three (3) months, or less to be cash equivalents. 

Concentrations of credit risk 

Financial instruments, which potentially subject the Trust to concentrations of credit risk, 
consist primarily of cash, cash equivalents, and investments. The Trust maintains its cash and 
cash equivalents, which at times may exceed federally insured limits, with financial institutions. 
The Trust has not experienced any losses in such accounts, and management does not believe it 
is exposed to any significant credit risk on cash and cash equivalents. 

The Trust’s investment securities are exposed to various risks such as interest rate, market, 
and credit risks. Due to the level of risk associated with certain investment securities, it is at 
least reasonably possible that changes in the value of investment securities will occur in the 
near term and such changes could materially affect the value of the Trust’s portfolio. 

Investments and related income (loss) 

Investments 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 gain (loss) on investments 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 based on their quoted market prices 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. 

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. 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

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

Settled claims payable 

Settled claims payable consist of certain injury claims that are settled but unpaid at year end. 

Claims processing and consulting 

Claims processing and consulting expenses are recorded as incurred. 

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 (ii) operational 
expenses of the Trust. 

Federal income tax expense 

The Trust reports its income to the Internal Revenue Service (IRS) as a QSF, which is taxed at 
the highest rate applicable to trusts under Section I(e) of the Code, which is 39.6% at 
December 31, 2017 and 2016. The Trust is subject to federal income taxes based on modified 
gross income, as defined by the Code. In the opinion of management, the Trust is not subject 
to state income taxes, and therefore, the financial statements do not include any provision or 
liability for state income taxes. The funding received at the inception of the Trust as well as any 
subsequent funding received from insurers does not represent taxable income to the Trust. In 
addition, payments to claimants do not represent tax deductions of the Trust. 

Subsequent events 

The Trust has evaluated events and transactions subsequent to the date of the special-purpose 
financial statements for matters requiring recognition or disclosure in the special-purpose final 
statements. The accompanying special-purpose financial statements consider events through 
April 10, 2018, the date which the special-purpose financial statements were available to be 
issued. 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

Note 3 = Investments 

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 | includes short-term investments 
and securities that are traded in an active exchange. 

Level 2 — Pricing inputs are other than quoted market prices included in Level |, 
however, are observable indirectly for the investment. The Trust includes its corporate 
and municipal bonds, asset backed securities and other fixed income in Level 2, 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 3 investments. 

Fair value estimates are made at a specific point in time, based on available market information 
and judgments about the financial asset, including estimates of timing, amount of expected 
future cash flows and the credit standing of the issuer. In some cases, the fair value estimates 
cannot be substantiated by comparison to independent markets. In addition, the disclosed fair 
value may not be realized in the immediate settlement of the financial asset. Furthermore, the 
disclosed fair values do not reflect any premium or discount that could result from offering for 
sale at one time an entire holding of a particular financial asset. Potential taxes and other 
expenses that would be incurred in an actual sale or settlement are not reflected in amounts 
disclosed. 

The following is a description of the valuation methodologies used for financial assets measured 
at fair value, including the general classification of such assets pursuant to the valuation 
hierarchy. 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

Note 3 - Investments - (Continued) 

Debt securities 

The Trust’s investments in debt securities do not have quoted market prices. These fair values 
are estimated by using pricing models, quoted prices of securities with similar characteristics, or 
discounted cash flow and are classified with Level 2 of the valuation hierarchy. These Level 2 
securities would include U.S. agency securities, mortgage-backed agency securities, obligations 
of states and political subdivisions and certain corporate, asset-backed, and other securities. In 
certain cases where there is limited activity or less transparency around inputs to the valuation, 
these securities could be classified within Level 3 of the valuation hierarchy. Currently, all of the 
Trust’s debt securities are considered to be Level 2 securities. 

The valuations of the Trust's investments by the above fair value hierarchy levels and the 
corresponding cost of the investments are as follows: 

December 31, 2017 

Fair Unrealized 
Value Cost Gain (Loss) 

Level 
Mutual Funds | $ 10,776,273 9,751,940 $ 1,024,333 
Corporate Bonds 2 8,529,641 8,571,245 (41,604) 
International 
Bonds 2 1,071,427 1,074,571 3,144) 

Municipal Bonds 2 24,593,796 24,511,598 82,198 

Total $ 44,971,137 43,909,354 $ 1,061,783 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

Note 3 - Investments — (Continued) 

December 31, 2016 

Unrealized 
Cost Loss 

Level 

Corporate and 
Foreign Bonds 2 $ 41,807,324 42,011,045 $ (203,721) 

US Government 
Bonds 2 3,462,675 3,499,605 (36,930) 

Municipal Bonds 2 1,150,000 1,150,000 - 

Total : $ 46,419,999 46,660,650 $ (240,651) 

Maturities of the Trust’s debt securities at December 31, 2017 are as follows: 

Fair Unrealized 
Value Cost Gain (Loss) 

Due in one year or less 5,181,554 $ 5,203,476 $ (21,922) 

Due after one year through five years 7,754,456 7,837,036 (82,580) 
Due after five years through ten 

years 11,109,955 11,071,807 38,148 
Due after ten years through twenty 

years 8,414,984 8,302,826 112,158 
Due after twenty years through thirty 

years 1,733,915 1,742,269 (8,354) 

Total 34,194,864 $ 34,157,414 $ 37,450 

- 14 - 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Notes To Special-Purpose Financial Statements 

Note 4 - Taxation 

On December 22, 2017, Public Law No. 115-97 generally known as Tax Cut and Jobs Act of 
2017 (TCJA), was enacted into law. The TCJA includes a number of changes to existing U.S. tax 
laws that impact the Trust, most notably a reduction of the Trust’s maximum tax rate from 
39.6% to 37% and adjustments to net operating loss (NOL) carryforwards. For NOLs incurred 
in years beginning after December 31, 2017, the NOLs will be limited to a reduction of 80% of 
modified taxable income without expiration. NOLs generated prior to January |, 2018 will 
carry forward 20 years under pre-TCJA law and thus no limitation in the reduction of modified 
taxable income. 

For the years ended December 31, 2017 and 2016, the Trust had net operating losses and paid 
no federal income tax. At December 31, 2017 and 2016, the Trust had approximately 
$3,018,000 and $2,487,000, respectively, of net operating loss carryforwards which start to 
expire in 2031. The also had a capital loss carryforward or approximately $100,000 at 
December 31, 2017. The Trust did not have a capital loss carryforward at December 31, 2016. 
The amount of income taxes the Trust pays is subject to ongoing audits by federal authorities. 

Note 5 = Trust Advisory Committee and Future Claimants’ Representative 

The Trust Agreement sets forth the role and responsibility of the Trust Advisory Committee 
(TAC) and Future Claimants’ Representative (FCR). The members of the TAC serve in a 
fiduciary capacity representing all holders of present Asbestos Claims (Current Claimants). 

The Trustee is 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 five attorneys who 
are engaged by Current Claimants. 

The FCR serves in a fiduciary capacity, representing the interests of the individuals who may file 
as 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 Trustee is required to consult with or obtain the consent of FCR on certain matters 
identified in the Trust Agreement and the TDP. 

- 15 - 
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SOWAN 
HORAN 
ACCOUNTANTS 
CONSULTANTS 

15301 Dallas Parkway 
Suite 960 
Addison, Texas 75001 
MAIN 214 545 3965 
FAX 214 545 3966 
www.bkmsh.com 

REPORT OF INDEPENDENT AUDITOR 
ON SUPPLEMENTARY INFORMATION 

To the Trustee 

Leslie Controls, Inc. Asbestos Personal Injury Trust: 

We have audited the special-purpose financial statements of the Leslie 
Controls, Inc. Asbestos Personal Injury Trust (the Trust) as of and for 
the years ended December 31, 2017 and 2016, and our report thereon 
dated April 10, 2018, which expressed an unmodified opinion on those 
financial statements, appears on pages one and two. Our audits were 
conducted for the purpose of forming an opinion on the financial 
statements as a whole. The supplemental material included in the 
following section is presented for purposes of additional analysis and is 
not a required part of the basic special-purpose financial statements. Such 
information is the responsibility of management and was derived from 
and relates directly to the underlying accounting and other records used 
to prepare the financial statements. The information has been subjected 
to the auditing procedures applied in the audit of the basic special- 
purpose financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the special-purpose 
financial statements or to the special-purpose financial statements 
themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our 
opinion, the information is fairly stated in all material respects in relation 
to the special-purpose financial statements as a whole. 

M Asuian Klosan, LLP 
Addison, Texas 

April 10,2018 
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LESLIE CONTROLS, INC. 
ASBESTOS PERSONAL INJURY TRUST 

Supplemental Schedules of Operating Expenses 

Years Ended December 31, 

2017 2016 

Trust general counsel $ 620,388 $ 295,876 

Trustee fees and expenses 86,232 105,958 

Accounting, audit, and tax fees and expenses 59,656 52,321 

Insurance costs 25,831 26,824 

Future claimants representative fees and expenses 17,497 56,172 

Trust advisory committee attorney fees 13,871 26,515 

Other 6,359 - 

Trust advisory committee expenses 750 250 

Total operating expenses $ 830,584 $ 563,916 

See accompanying report of independent auditors on supplementary information 
- |7 = 
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LESLIE CONTROLS, INC. ASBESTOS 
PERSONAL INJURY TRUST 

Report of Compensation and Expense Reimbursement 
(January 1 through December 31, 2017) 

Expense 

Compensation Reimbursement Total 

Hon. Alfred M. Wolin, U.S.D.J. (Ret) [Plan Trustee] $ 86,122.00 $ 109.52 $ 86,231.52 

James L. Patton, Young Conaway Stargatt & Taylor, LLP 
[Future Claims Representative] $ 2,160.00 $ - $ 2,160.00 

Kazan, McClain, Satterley & Greenwood [Trust Advisory 
Committee] $ 750.00 $ . $ 750.00 
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CERTIFICATE OF SERVICE 

I, Jeremy C. Kleinman, an attorney, hereby certify that, on April 30, 2018, a true and 

correct copy of the attached Leslie Controls, Inc. Asbestos Personal Injury Trust Special- 

Purpose Financial Statements and Report of Independent Auditors for the Years Ended 

December 31,2017 and 2016 and Related Information were filed electronically. Notice of the 

filing was automatically sent to all parties who are currently on the attached Court’s Electronic 

Mail Notice List by operation of the Court’s Electronic Filing System. In addition, a copy was 

served this day upon the parties listed on the attached Service List via electronic mail. 

/s/ Jeremy C. Kleinman 
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Mailing Information for Case 10-12199-CSS 

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. 

Richard A. Barkasy rbarkasy@schnader.com 
Sanjay Bhatnagar sbhatnagar@wilmingtonde.gov 
Marc Stephen Casarino casarinom@whiteandwilliams.com, 
debankruptcy@whiteandwilliams.com 
L. Jason Cornell jcornell@foxrothschild.com, stynch@foxrothschild.com 
Kelly R. Cusick cusick.kelly@pbgc.gov, efile@pbgc.gov 
Michael S. Davis mdavis@zeklaw.com, 
jvanroy@zeklaw.com;rguttmann@zeklaw.com;agiacobbe@zeklaw.com;gbernhard@zeklaw.com 
;mmccarthy@zeklaw.com 
John D. Demmy jdd@stevenslee.com 
Heather L. Donald donaldh@michigan.gov 
John T. Dorsey bankfilings@ycst.com 
Erin Edwards bankfilings@ycst.com 
David M. Fournier fournierd@pepperlaw.com, 
wlbank@pepperlaw.com,lanoc@pepperlaw.com,fournierd@ecf.inforuptcy.com,wlbank@ect.info 
ruptcy.com;lewisc@pepperlaw.com 
Joseph D. Frank jfrank@fgllp.com, ccarpenter@fgllp.com;Larry. Thomas@westernunion.com 
Edwin J. Harron bankfilings@ycst.com . 
Peggy A. Housner housnerp@michigan.gov 
Brian Lucian Kasprzak bkasprzak@moodklaw.com 
Daniel L. Keller dkeller@kfjlegal.com 
Neal J. Levitsky nlevitsky@frof.com, dkemp@frof.com 
Laura L. McCloud agbankdelaware@ag.tn.gov 
Evelyn J. Meltzer meltzere@pepperlaw.com, 
lanoc@pepperlaw.com;wlbank@pepperlaw.com;wlbank@ecf.inforuptcy.com;meltzere@ecf.info 
ruptcy.com 

Kathleen M. Miller kmiller@skjlaw.com, eys@skjlaw.com 
Sheryl L. Moreau deecf@dor.mo.gov 
Ricardo Palacio rpalacio@ashby-geddes.com 
Norman L. Pernick npernick@coleschotz.com, 
pratkowiak@coleschotz.com;kkarstetter@coleschotz.com;bankruptcy@coleschotz.com;jwhitwor 
th@coleschotz.com 
Marion M. Quirk bankruptcy@coleschotz.com, 
mquirk@coleschotz.com;pratkowiak@coleschotz.com;kkarstetter@coleschotz.com;jwhitworth@ 
coleschotz.com 
Natalie D. Ramsey nramsey@mmwr.com, BankECF@mmwr.com 
Natalie D. Ramsey nramsey@mmwr.com, BankECF@mmwr.com 
Leigh-Anne M. Raport Iraport@ashby-geddes.com 
Christopher Page Simon csimon@crosslaw.com, smacdonald@crosslaw.com 
Ellen W. Slights usade.ectbankruptcy@usdoj.gov 
United States Trustee USTPREGIONO03.WL.ECF@USDOJ.GOV 
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SERVICE LIST 

LESLIE CONTROLS, INC. ASBESTOS PERSONAL INJURY TRUST 

Hon. Alfred M. Wolin 
SAIBER, LLC 

18 Columbia Turnpike, Suite 200 
Florham Park, New Jersey 07932-2266 

amw(@saiber.com 

Steven Kazan 
KAZAN, MCCLAIN, SATTERLY & GREENWOOD 

Jack London Market 
55 Harrison Street, Suite 400 
Oakland, California 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 

John A. Baden IV 
MOoTLEY RICE LLC 

28 Bridgeside Boulevard 
Mt. Pleasant, South Carolina 29464 

jbaden@motleyrice.com 

Steven Kazan 
Kazan, McClain, 

Lyons, Greenwood & Harley, P.C. 
Jack London Market 

55 Harrison Street, Suite 400 
Oakland, CA 94607 

skazan(@kazanlaw.com 
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David Young 
WILMINGTON TRUST COMPANY 

1100 North Water Street 
Wilmington, Delaware 19890 
dyoung@wilmingtontrust.com 

Leslie MaclLean 
WATERS & KrRAUS, LLP 
3219 McKinney Avenue 

Dallas, Texas 75204 
Imaclean@waterskraus.com 

Alan R. Brayton 
BRAYTON PURCELL 

222 Rush Landing Road 
Novato, California 94945 
abrayton@braytonlaw.com 

James L. Patton, Jr. 
Edwin J. Harron 

Young Conaway Stargatt & Taylor, LLP 
Rodney Square 

1000 North King Street 
Wilmington, Delaware 19801 

jpatton@ycst.com; eharron(@ycst.com; 

Natalie D. Ramsey 
Montgomery, McCRacken, Walker 

& Rhoads LLP 
123 S. Broad Street 

Philadelphia, PA 19109 
nramsey@mmwr.com 
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