Pinewood Site — Frequently Asked Questions

1. What is the Pinewood Site?

The Pinewood Site is a closed commercial hazardous waste landfill near Pinewood, South
Carolina. The site’s last owner, Safety-Kleen, Inc., declared bankruptcy in 2000. The site has been
closed since 2000, and it has not received any waste since that time. The Site is now in post-closure
care and must be maintained and monitored for at least the next ninety (90) years. As a result of
Safety-Kleen’s bankruptcy settlement in 2000, the Pinewood Site Custodial Trust Fund (*Pinewood
Trust”) was established to pay for closure and post-closure care at the Site.

(See Attachment 1 for map of Site and activities)

2. What is DHEC’s current concern regarding the Pinewood Site?

There are no imminent threats to public health or the environment at the Pinewood Site.
However, the funds set aside in bankruptcy are insufficient to ensure long-term post-closure care at
the Site.

3. Is there evidence of contamination to Lake Marion or outside the landfill area from the
Pinewood Site?

No. The Pinewood Site is controlled. Extensive monitoring of the Pinewood Site reveals no
indication the Site’s disposal waste has leaked outside the landfill area or into Lake Marion.

(See Attachment 2 for 2013 Third Quarter Monitoring results)

4, Who manages the Pinewood Trust?

In 2003, Kestrel Horizons, LLC (“Kestrel”) of Greenville, South Carolina was appointed the
trustee of the Pinewood Trust through the bankruptcy settlement. As the trustee, Kestrel manages the
Pinewood Site to protect the environment and to ensure the responsible use of the Trust funds.

(See Attachment 3 for annual audits conducted by a third party certified public accountant per the
terms of the Pinewood Trust)

5. Who pays the ongoing costs of the Pinewood Site?

The Safety-Kleen bankruptcy established two funds: 1) the Pinewood Trust, created to fund
operation and maintenance costs for the Site; and 2) the New Environmental Impairment Trust Fund
(“Impairment Fund”), created to fund cleanup and restoration costs at the Site that are not covered by
the available funds in the Pinewood Trust. The Pinewood Trust receives payments from a 100-year
annuity that currently funds approximately $1M a year for the Site, but it will fluctuate over the
remainder of its term (approximately 90 years). The Impairment Fund initially contained
approximately $36M, and it currently contains approximately $7.25M. A third fund, the Permitted
Site Fund, is restricted by state law® for response actions.

' S.C. Code Ann. § 44-56-160(B)(1)
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6. Do the funds have enough money to ensure protection of the environment?

No. Neither bankruptcy fund was sufficiently funded when it was established in 2003. The
annual annuity payment has not and will not completely fund post-closure care at the Site. The
Impairment Fund currently contains approximately $7.25M, and it is projected to be depleted within
the next three years.

7. Why is the Pinewood Trust running out of money?

The initial funding for the Site resulted from a bankruptcy settlement, which is, by definition,
insufficient to fund the financial liability associated with long-term post-closure care at the Site.
Management of the Site is complex due to the variety of hazardous substances disposed of at the
Pinewood Site, and assumptions made by the previous owner at the time of closure have proven to be
inaccurate. The Site has required a series of costly protective measures to ensure no hazardous waste
leaks outside the landfill area or into Lake Marion.

(See Attachment 4 for environmental protection projects over the past decade)

8. Why is DHEC issuing a Request For Proposal (RFP) to assess all of the environmental
needs of the Pinewood Site?

Although the Site is stable and has sufficient funding for the short-term, DHEC believes that
a thorough review of Site conditions is necessary to determine funding requirements for long-term
care of the Site and to ensure protection of human health and the environment. Once the assessment
is complete, DHEC will share the information with the public and will present the findings to the
General Assembly with recommendations to adequately fund long-term management of the Site.

9. Why assess the needs of the Pinewood Site nhow?

The construction of a necessary leachate treatment system and other major infrastructure
improvements significantly diminished the Impairment Fund. In addition, the budget proposed by
Kestrel for 2014 requests almost $3M of the remaining $7.25M available. Given the dwindling
resources for the site, DHEC Director Templeton had extensive conversations with Kestrel and
visited the Pinewood Site. The need projected by Kestrel in the 2014 budget, the amount remaining
in the funds, and the complexity of the Pinewood Site require immediate attention from policy
makers to ensure the long-term financial stability of the site.

10. What will happen during the evaluation period?

DHEC and Kestrel will work together to ensure the continued protection of the environment
and that the remaining money in the funds is spent wisely. DHEC will also ask for guidance from
the General Assembly regarding future funding options.

(See Attachment 5 for a letter to the Pinewood local stakeholders)

For more information regarding the Pinewood site, please visit the DHEC website at
http://www.scdhec.gov/environment/pinewood/index.asp.
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DETECTION MONITORING PROGRAM REPORT

Monitoring, Analytical Results, and Statistical Analysis
2013 — Third Quarter

Prepared by Smith+Gardner, Inc.



5.0  THIRD-QUARTER EVENT

5.1 Monitoring

The third quarter 2013 sampling event was conducted on July 29-31 and August 1-3, 5-
12, and 14-15. The third quarter 2013 monitoring event included 47 TLS wells and 29
UBC-A wells. Constituent concentrations reported above MDL values were compared
with state MCLs per South Carolina Administrative Rule R.61-68. Analytes detected at
concentrations below the parameter-specific PQLs but above or equal to the parameter-
specific MDLs are reported by Shealy as estimated concentrations and flagged with a “J”
qualifier to indicate the result is an estimated value.

5.2 Analytical Results

Laboratory analytical results indicate that no release from the landfill has occurred. All
reported concentrations are below established MCLs and are consistent with previous
sampling events. Laboratory reports of analysis, chain of custody documentation, and
field data sheets are included in Appendix Il. Third quarter analytical detections are
summarized in Table 6. Historical analytical results for the TLS and PSDL zones are
summarized on spreadsheets presented in Appendix lll and are included for comparative
purposes.

Field Parameters

Groundwater sampled from wells during the third quarter event had pH values between
5.7 and 7.98 SU. Conductivity values in groundwater ranged from 124 to 518 umhos/cm.
Turbidity ranged from 1 to 35 NTUs, and temperature ranged from 20.3 to 29.4°C. Field
parameter data indicate generally normal groundwater chemistry with ranges
consistent with historically reported results.

Inorganic Constituent Detections

During the third quarter, three inorganic parameters (arsenic, barium, and zinc), and
one groundwater chemistry parameter (chloride) were detected in groundwater
samples. All four inorganic parameters were detected in multiple wells.

Arsenic was observed at a concentration equal to its MCL (0.01 mg/L}) in the sample
collected from monitoring well MWO16TR and at a concentration below the MCL in the
sample collected from monitoring well UBC004 (0.029 mg/L). Arsenic has one previous
detection at MWO016TR {0.002 mg/L} during the first quarter of 2007, but has been
observed routinely at generally consistent concentrations in groundwater samples
collected from UBCO004 since 2001. Monitoring well MW016TR is sampled on a quarterly
basis. Analytical results obtained during subsequent sampling events will be closely
monitored to determine if there is an increasing trend in arsenic concentrations at the
well or if the current detection at the MCL is simply an anomaly.

Pinewood Site 2013 Third Quarter Detection Monitoring Report
(ctober 2013 Page



Barium is naturally occurring in groundwater at the Site, and the concentrations
observed are consistent with historical results.

Zinc and chloride detections were consistent with historical results, both in the locations
in which they were observed and the concentrations reported.

Analytes detected during the third quarter 2013 sampling event are presented in Table 6.

Organic Constituent Detections

As stated above, groundwater samples were analyzed for a select list of organic
constituents in accordance with the Part B permit. No organic constituents were
detected during the third quarter 2013 sampling event.

5.3  Statistical Analysis

Statistical analyses were performed using the analytical data obtained from wells
screened in the TLS and UBC-A zones during the third quarter 2013 sampling event. All
routinely monitored inorganic constituents were analyzed, with the exception of chloride.
Organic constituents are not statistically- evaluated, because they are detected
infrequently at the Site.

Statistical analysis of the third quarter 2013 analytical data was performed using a two-
step process in accordance with the facility RCRA Part B permit. First, inter-well
(upgradient versus downgradient] analyses were performed on the data for the TLS and
UBC-A zones. If the result of the inter-well analysis indicated a statistically significant
increase, a second step consisting of an intra-well analysis (each well compared to its
own history) was performed.

The analyses were performed using the DUMP-Stat analytical program. Upgradient
versus downgradient comparisons are based on normal, lognormal, and nonparametric
prediction limits following screening of all upgradient data for outliers. Intra-well
comparisons are based on combined Shewart-CUSUM control charts, which produce
prediction limits specific to an individual well's historical and current data. The
Shewart-CUSUM control chart method is sensitive to both gradual and rapid releases
and is also a useful method for detecting trends in data. The statistical output includes
upgradient versus downgradient (inter-well) comparisons presented in both graphical
and tabular format. Intra-well comparisons are presented in graphical format only.

The results of the two-step statistical evaluation for each hydrogeoclogic zone are
summarized in Table 7. The results of the statistical analyses are included in
Appendices IVand V.

Monitoring well UBCO004, screened in the UBC-A zone, exceeded the intra-well
prediction limit for arsenic during the third quarter 2013. However, since there have
been no other detections of arsenic or any other constituents of concern in any

Pinewood Site 2013 Third Quarter Detection Monitoring Report
October 2013 Page 12



shallower wells in this area, this detection is not likely to be an indication of a release
from the landfill. Additionally, arsenic has routinely been detected in UBC004 at
relatively consistent concentrations. This suggests that arsenic is naturally occurring in
groundwater in this area. In any case, confirmation sampling for arsenic in well UBC004
will be completed during the fourth quarter 2013.

Pinewood Site 2013 Third Quarter Detection Monitoring Report

October 2013
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Independent Auditor's Report

Kestrel Horizons, LI.C
Trustee of the Pinewood Site Custodial Trust
Greenville, South Carolina

We have audited the accompanying balance sheet of Pinewood Site Custodial Trust as of
December 31, 2004, and the related statements of revenue and expenses and cash flows for
the year then ended. These financial statements are the responsibility of the Trust's
management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit 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 includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred o above present fairly, in all material respects,
the financial position of Pinewood Site Custodial Trust as of December 31, 2004, and the
changes in its net assets and its cash flows for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

%@g&ﬁ@% Mg’% LoP

January 21, 2005



PINEWOOD SITE CUSTODIAL TRUST

BALANCE SHEET
DECEMBER 31, 2004

CURRENT ASSETS
Cash and cash equivalents
Investments
Prepaid expenses
Total current assets

Total assets
CURRENT LIABILITIES
Accounts payable
Total current liabilities
NET ASSETS
Total net assets

Total liabilities and net assets

The accompanying notes are an infegral part of these financial statements.

2

2,870,045
1,727,898
149,479

4,747,422

4,747 422

186,624

186,624

4,560,798

4,560,798

4,747,422




PINEWOOD SITE CUSTODIAL TRUST

STATEMENT OF REVENUE AND EXPENSES
YEAR ENDED DECEMBER 31, 2004

REVENUE
investment income $ 83,809
Total revenue 83,909
EXPENSES
Facility closure 139,532
Cell closure 1,871,004
Remediation 603,996
Site operations 3,100,270
Management and general 943,183
Unrealized depreciation on investment 15,852
Total expenses 6,673,837
DECREASE IN NET ASSETS (6,589,928)
NET ASSETS, beginning of year 11,150,726
NET ASSETS, end of year $ 4,560,798

The accompanying notes are an integral part of these financial statements.
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PINEWOOD SITE CUSTODIAL TRUST

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Decrease in net asseis $ (6,589,928)
Adjustments to reconcile change in net assefs
to net cash provided by operating activities
Changes in deferred and accrued amounts

Decrease in prepaid expenses 32,800
Increase in accounts payabie 150,066
Net cash provided by operating activities {8,407,082)

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of investments 9,212,850
Net cash provided by investing activities 9,212,950
Net increase in cash 2,805,888
CASH AND CASH EQUIVALENTS, beginning of year 64,157
CASH AND CASH EQUIVALENTS, end of year $ 2,870,045

The accompanying notes are an integral part of these financial statements.
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PINEWOOD SITE CUSTODIAL TRUST

NOTES TO FINANCIAL STATEMENTS
DECENBER 31, 2004

NOTE 1 ~SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

The Pinewood Site Custodial Trust was established by the bankruptcy court on December 24,
2003 to effect closure and post-closure of the Pinewood Site, a hazardous waste landfill and
treatment facility located in Sumter County, South Carolina, and formerly owned and operated by
Safety-Kleen (Pinewood, Inc.). This trust fund will be treated as Qualified Settlement Funds under
Sec. 1.468B of the Income Tax Regulations. DHEC is the sole beneficiary of the fund. Kestrel
Horizons, LLC has been appointed and approved by DHEC as the Trustee.

Basis of Accounting

The financial statements are prepared using the accrual basis of accounting whereby revenues are
recognized when earned and expenditures are recorded when incurred.

Use of Estimates

The presentation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions related to the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results may ultimately differ from those
estimates.

Cash and Cash Equivalents

The Trustee considers all holdings of highly liquid investments with original maturities of three
months or less and investments in money market funds to be cash equivalents.

Income Tax

The fund is a Qualified Settlement Fund under Sec. 1.468B of the Income Tax Regulations, and all
income is excludible from gross income under Sec. 115(1) of the Internal Revenue Code.

Investments
Investments are composed of bonds with readily determinable fair values. All investments are

valued at their fair values on the balance sheet. Unrealized gains and losses are included in the
statement of revenue and expenses.



NOTE 2 — INVESTMENTS

Investments as of December 31, 2004, are summarized as foliows:

Carrying
Cost Fair Value Value
Fixed income $ 1,743,751 $ 1,727,898 $ 1,727,898

$ 1,743,751 $ 1,727,898 $ 1,727,898

The following schedule summarizes the investment return and its classification in the statement of
revenue and expenses for the year ended December 31, 2004:

Interest income $ 83,009
Unrealized losses (15,852)
Total investment return $ 68,057

NOTE 3 — CONCENTRATION OF CREDIT RISK

The Trust maintains cash balances at one financial institution. Accounts at an institution are
insured by the Federal Deposit Insurance Corporation {(FDIC) up to $100,000. At December 31,
2004, the Trust had no cash balances on deposit in excess of insured limits.



Kestrel Horizons, LLC
As Trustee for the
Pinewood Site Custodial Trust
20-B Creekview Ct.
Greenville, SC 29615

Phone: (864) 288-6353
Fax: (864) 288-6354
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Pinewood Site

| | Custodial Trust

January 21, 2005

McKinley, Cooper & Co., LLP
555 North Pleasantburg Drive

Suite 225
Greenville, South Carolina 29607
We are providing this letter in connection with your audit of the balance sheet of

Pinewood Site Custodial Trust as of December 31, 2004, and the related

statements of revenues and expenses and cash flows for the year then ended for
the purpose of expressing an opinion as to whether the financial statements

present fairly, in all material respects, the financial position, changes in net assets,
and cash flows of Pinewood Site Custodial Trust in conformity with accounting
principles generally accepted in the United States of America. We confirm that we
are responsible for the fair presentation in the financial statements of financial
position, changes in net assets, and cash flows in conformity with accounting
principles generally accepted in the United States of America. We are also
responsible for adopting sound accounting policies, establishing and maintaining

internal control, and preventing and detecting fraud.
We confirm, to the best of our knowledge and belief, as of January 21, 2005, the
following representations made to you during your audit.
1. The financial statements referred to above are fairly presented in conformity
with accounting principles generally accepted in the United States of
America and include all assets and liabilities under the Trust’s control.
We have made available to you all—
Financial records and related data.
Summaries of actions of the Trustee of the Pinewood Site Custodial
Trust in the form of Trust budgets and narratives.
reporting practices.

2.
There have been no communications from regulatory agencies concerning

a.
b.

3.

noncompliance with, or deficiencies in, financial
4, There are no material transactions that have not been properly recorded in

10f3
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McKinley, Cooper & Co., LLP
January 21, 2005
Page 2

the accounting records underlying the financial statements.

5. We acknowledge our responsibility for the design and implementation of
programs and controls to prevent and detect fraud.

6. We have no knowledge of any fraud or suspected fraud affecting the Trust
involving—

a. Management,
b.  Employees who have significant roles in internal control, or

C. Others where the fraud could have a material effect on the financial
statements.

7. We have no knowledge of any allegations of fraud or suspected fraud
affecting the Trust received in communications from employees, former
employees, grantors, regulators, or others.

8. The Trust has no plans or intentions that may materially affect the carrying
value of classification of assets, liabilities, or net asset balances.

9. The following, if any, have been properly recorded or disclosed in the
financial statements:

a. Related party fransactions, including revenues, expenses, loans,
transfers, leasing arrangements, and guarantees, and amounts
receivable from or payable to related parties.

b. Guarantees, whether written or oral, under which the Trust is
contingently liable.

10.  There are no estimates that may be subject to material change in the near
term that have not been properly disclosed in the financial statements. We
understand that near term means the period within one year of the date of
the financial statements. In addition, we have no knowledge of
concentrations existing at the date of the financial statements that make the
Trust vulnerable to the risk of severe impact that have not been properly
disclosed in the financial statements.

11.  We are responsible for compliance with the laws, regulations, and provisions
of contracts and grant agreements applicable to us; and we have identified
and disclosed to you all laws, regulations and provisions of contracts and
grant agreements that we believe have a direct and material effect on the
determination of financial statement amounts.

PSCT MeKinley-Cooper Ltr 012105 20f3



McKinley, Cooper & Co., LLP
January 21, 2005
Page 3

12.  Pinewood Site Custodial Trust is an exempt Trust under Section 115(1) of
the Internal Revenue Code. Any activities of which we are aware that would
jeopardize the Trust's tax-exempt status, and all activities subject to tax on
unrelated business income or excise or other tax, have been disclosed to
you. All required filings with tax authorities are up to date.

13. There are no -

a. Violations or possible violations of laws or regulations and provisions of
contracts and grant agreements whose effects should be considered
for disclosure in the financial statements or as a basis for recording a
loss contingency.

b.  Unasserted claims or assessments that our lawyer has advised us are
probable of assertion and must be disclosed in accordance with
Statement of Financial Accounting Standards No. 5, “Accounting for
Contingencies.”

c.  Other liabilities or gain or loss contingencies that are required to be
accrued or disclosed by Statement of Financial Accounting Standards
No. 5.

d. Designations of net assets disclosed to you that were not properly
authorized and approved, or reclassifications of net assets that have
not been properly reflected in the financial statements.

14.  The Trust has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged.

15. We have complied with all restrictions on resources and all aspects of
contractual and grant agreements that would have a material effect on the
financial statements in the event of noncompliance. This includes complying
with donor requirements to maintain a specific asset composition necessary

to satisfy their, ns.
Signed: % — slgnedw

William A. S David G. Nichols
Title: Principal, Kestrel Horizons, LLC as Trustee Title: Principal, Kestrel Horizons, LLC as Trustee
for the Pinewood Site Custodial Trust for the Pinewood Site Custodial Trust

Date: / /24 / Date: 4/2/ /és

PSCT McKinley-Cooper Lir 012105 30f3
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Independent Auditor's Report

Kestrel Horizons, LLC
Trustee of the Pinewood Site Custodial Trust
Greenville, South Carolina

We have audited the accompanying balance sheet of Pinewood Site Custodial Trust as of
December 31, 2005, and the related statements of revenue and expenses and cash flows for
the year then ended. These financial statements are the responsibility of the Trust's
management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit 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 includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Pinewood Site Custodial Trust as of December 31, 2005, and the
changes in its net assets and its cash flows for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

Wcﬂ’éﬁ%ﬁ&aﬁw Ao, 20F

January 12, 2006



PINEWOOD SITE CUSTODIAL TRUST

BALANCE SHEET
DECEMBER 31, 2005

CURRENT ASSETS
Cash and cash equivalents
Prepaid expenses

Total current assets

Total assets

CURRENT LIABILITIES
Accounts payable
Retainage payable
Total current liabilities
NET ASSETS

Total net assets

Total liabilities and net assets

The accompanying notes are an integral part of these financial statements.

-

590,732
94,389

685,121

685,121

423,017
187,557

610,574

74,547

74,547

685,121




PINEWOOD SITE CUSTODIAL TRUST

STATEMENT OF REVENUE AND EXPENSES
YEAR ENDED DECEMBER 31, 2005

REVENUE
AIG annuity % 2,018,623
Transfer by DHEC from Environmental Impairment Trust Fund 1,750,000
Investment income 85,869
Gain on investment 15,853
Total revenue 3,870,345
EXPENSES
Facility closure 1,367,242
Cell closure 2,296,001
Remediation 852,174
Site operations 2,957,779
Management and general 783,400
Total expenses 8,356,596
DECREASE IN NET ASSETS (4,486,251)
NET ASSETS, beginning of year 4,560,798
NET ASSETS, end of year $ 74,547

The accompanying notes are an integral part of these financial statements.
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PINEWOQOD SITE CUSTODIAL TRUST

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Decrease in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities
Changes in deferred and accrued amounts

3 {4,486,251)

Decrease in prepaid expenses 55,090

Increase in accounts payable 236,393

Increase in retainage payable 187,557

Net cash provided by operating activities (4,007,211)

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from disposal of investments 1,727,898
Net cash provided by investing activities 1,727,898
Net decrease in cash (2,279,313)
CASH AND CASH EQUIVALENTS, beginning of year 2,870,045
CASH AND CASH EQUIVALENTS, end of year $ 500,732

The accompanying notes are an integral part of these financial statements.
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PINEWOOD SITE CUSTODIAL TRUST

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

NOTE 1 ~SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

The Pinewood Site Custodial Trust was established by the bankruptcy court on December 24,
2003 to effect closure and post-closure of the Pinewood Site, a hazardous waste landfill and
treatment facility located in Sumter County, South Carolina, and formerly owned and operated by
Safety-Kleen (Pinewood, Inc.). This trust fund will be treated as Qualified Settlement Funds under
Sec. 1.468B of the Income Tax Regulations. DHEC is the sole beneficiary of the fund. Kestrel
Horizons, LLC has been appointed and approved by DHEC as the Trustee.

Basis of Accounting

The financial statements are prepared using the accrual basis of accounting whereby revenues are
recognized when earned and expenditures are recorded when incurred.

Use of Estimates

The presentation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions related to the reported amounts of assets and liabilites and the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results may ultimately differ from those
estimates.

Cash and Cash Equivalents

The Trustee considers ail holdings of highly liquid investments with original maturities of three
months or less and investments in money market funds to be cash equivalents.

Income Tax

The fund is a Qualified Settlement Fund under Sec. 1.468B of the Income Tax Reguiations, and all
income is excludible from gross income under Sec. 115(1) of the Internal Revenue Code.



NOTE 2 — INVESTMENTS

The following schedule summarizes the investment return and its classification in the statement of
revenue and expenses for the year ended December 31, 2005:

Interest income $ 85,869
Gains 15,853
Total investment return $ 101,722

NOTE 3 — CONCENTRATION OF CREDIT RISK

The Trust maintains cash balances in one checking account at one financial institution. Accounts
at an institution are insured by the Federal Deposit Insurance Corporation (FDIC) up to $100,000.
At times during the year, balances may exceed insured amounts. At December 31, 2005, the
Trust had no cash balances on deposit in excess of insured limits.



Kestrel Horizons, LL.C
As Trustee for the
Pinewood Site Custodial Trust

20-B Creekview Court
Greenville, SC 29618

Pinewood Site 884/288-6353
Custodial Trust Fax: 864/288-6354

www kestrelhorizons.com

January 24, 2006

McKinley, Cooper & Co., LLP
555 Notth Pleasantburg Drive
Suite 225

Greenville, South Carolina 29607

We are providing this letter in connection with your audit of the balance sheet of
Pinewood Site Custodial Trust as of December 31, 2005, and the related statements of
revenues and expenses and cash flows for the year then ended for the purpose of
expressing an opinion as to whether the financial statements present fairly, in all
material respects, the financial position, changes in net assets, and cash flows of
Pinewood Site Custodial Trust in conformity with accounting principles generally
accepted in the United States of America. We confirm that we are responsible for the
fair presentation in the financial statements of financial position, changes in net assets,
and cash flows in conformity with accounting principles generally accepted in the United
States of America. We are also responsible for adopting sound accounting policies,
establishing and maintaining internal control, and preventing and detecting fraud.

We confirm, to the best of our knowledge and belief, as of January 12, 2006, the
following representations made to you during your audit.

1. The financial statements referred to above are fairly presented in conformity with
accounting principles generally accepted in the United States o