PERRINE DUPONT SETTLEMENT CLAIMS OFFICE
ATTN: EDGAR C. GENTLE, CLAIMS ADMINISTRATOR
C/O SPELTER VOLUNTEER FIRE DEPARTMENT OFFICE
55 B Street
P. 0. BOX 257
SPELTER, West Virginia 26438
(304) 622-7443
(800) 345-0837

www.perrinedupont.com
verrinedupont andslaw.com

October 2, 2013

CONFIDENTIAL AND IN CAMERA

The Honorable Thomas A. Bedell (ViA HAND DELIVERY)
Circuit Judge of Harrison County
301 West Main Street, Room 321
Clarksburg, West Virginia 26301

Virginia M. Buchanan, Esq. (VIA E-MAIL)

Levin, Papantonio, Thomas, Mitchell, Rafferty & Procior, P.A.
P.O. Box 12308

Pensacola, FL. 32591

David B. Thomas, Esq. (VIA E-MAIL)
James S, Arnold, Esq. (VIA E-MAIL)
Thomas Combs & Spann, PLLC

P. O. Box 3824

Charleston, WV 25338

Meredith H. McCarthy, Esq. (VIA E-MAIL)
Guardian Ad Litem for Children

901 West Main Street, Suite 201
Bridgeport, WV 26330

RE: The Perrine-DuPont Settlement - 2012 Audit Report for the Settlement; Qur
File No. 4609-1 {INN-4}

Dear Judge Bedell, Finance Committee Members and Meredith:

Enclosed please find the 2012 Audit Report to the Finance Committee of the Perrine-DuPont
Property Remediation and Medical Monitoring Qualified Settlement Funds, prepared by Dixon
Hughes Goodman, LLP (the “Auditors™), finding that the Settlement’s financial statements present
fairly, in all material respects, the assets, liabilities and fund balance of the Settlement as of
December 31, 2012, and the related revenue collected, claims and expenses paid, and changes in
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fund balance for the year ending December 31, 2012, on an accrual basis of accounting.

Please let me know if you have any questions.

dgar C, Gentle, III
Claims Administrator

ECGIHAd
Attachments

ce: {via e-mail)(confidential}(with attachments)
Terry D. Tumner, Esq.
Diandra S. Debrosse, Esq.
Katherine A. Harbison, Esq.
Paige F. Osborn, Esq.
Michael A. Jacks, Esq.
Mr. Billy Sublett
William S. (“Buddy™) Cox, Esq.
J. Keith Givens, Esq.
MeDavid Flowers, Esq.
Farrest Taylor, Esq.
Ned McWilliams, Esq.
Angela Mason, Esq.
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Norman Mosrie, CPA
Partner

Dixon Hughes Goodman LLP

707 Virginia Street East, Suite 1700
Charleston, WV 25301
304-414-3913
norman.mosrie@dhglip.com

Jassica McAllister, CPA

Manager

Pixon Hughes Goodman LLP

2140 Eleventh Avenue South, Suite 400
Birmingham, AL 35205

205-212-5322

jessica mcallister@dhglip.com
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July 18, 2013

To the Finance Committee
The Perrine-DuPont Praperty Remediation Qualified Settlement Fund and
The Perrine-DuPont Medical Monitoring Qualified Settlement Fund

We have audited the modified cash basis financial statements of The Perrine-DuPont Property
Remediation and Medical Monitoring Qualified Settlement Funds {“the Funds™) under the Modified
Cash Basis of Accounting for the vear ended December 31, 2012, and have issued our report
thereon dated July 16, 2013. Professional standards require that we provide you with information
about our responsibilities in accordance with auditing standards generally accepted in the United
States of America, as well as cerfain information related to the planned scope and timing of our
audit. We have communicated such information in our letter to you dated November 30, 2012.
Professional standards also require that we communicate to you the following information related to
our audit.

Significant Audit Findings

Quualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the Funds are described in Note 2 to the financial statements.
No new accounting policies were adopted and the application of existing policies was not changed
during 2012, We noted no transactions entered into by the Funds during the year for which there is a
lack of authoritative guidance or consensus. All significant fransactions have been recognized in the
financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management's knowledge and experience about past and current events and
assumptions about future events, Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimate and related
disclosures relate {o the fair value of investrents for the Funds.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management In performing and completing
our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other
than those that are trivial, and communicate them to the appropriate level of management. The
schedule included in Appendix A as an attachment to the management representations letter
summarizes uncorrected misstatements of the financial statements. Management has determined
that their effects are immaterial, both individually and in the aggregate, to the financial statements
taken as a whole. There were no corrected misstatements,
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Disagreements With Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matier, whether or not resolved to our satisfaction, that
could be significant to the financial statements or the auditor's report. We are pleased to report that
no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter included in Appendix A,

Management Consultations with Other Independent Accountants

In some cases, management may decide to consulf with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the Funds’ financial statements or a determination
of the type of auditor's opinion that may be expressed on those statements, our professional
standards require the consulting accountant to check with us to determine that the consultant has all
the relevant facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Funds' auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our retention.

This information is intended solely for the use of the Finance Commitiee and management of the
Funds and is not intended to be and should not be used by anyone other than these specified
parties,

Sincerely,
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To the Finance Commitiee of
The Perrine-DuPont Property Remediation Qualified Settlement Fund

in planning and performing our audit of the modified cash basis financial statements of The Perrine-
DuPont Property Remediation Qualified Settlement Fund (the "Fund”) as of and for the year ended
December 31, 2012, in accordance with auditing standards generally accepted in the United States
of America, we considered the Fund's internal control over financial reporting (internal control) as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the
modified cash basis financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Fund's intemal control. Accordingly, we do not express an opinion on the
effectiveness of the Fund's internal control,

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct misstatements on a timely basis. A material weakness is a deficiency or
combination of deficiencies in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
comrected on a timely basis.

Qur consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal contro! that might be
significant deficiencies or material weaknesses and therefore there can be no assurance that all
such deficiencies have been identified. We did not identify any deficiencies in internal control that we
consider to be material weaknesses.

This communication is intended solely for the information and use of management, the Finance
Committee, and others within the organization, and is not intended fo be and should not be used by
anyone other than these specified parties.

Sincerely,
Diion Hrighes Coodnan L7

Charleston, West Virginia
July 16, 2013
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To the Finance Committee of
The Perrine-DuPont Medical Monitoring Qualified Settlement Fund

in planning and performing our audit of the modified cash basis financial statements of The Perrine-
DuPont Medical Monitoring Qualified Settlement Fund (the "Fund") as of and for the year ended
December 31, 2012, in accordance with auditing standards generally accepted in the United States
of America, we considered the Fund's internal control over financial reporting (internal control) as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the
modified cash basis financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Fund's internal control. Accordingly, we do not express an opinion on the
effectiveness of the Fund's internal control.

Our consideration of internal conirol was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses and, therefore, there can be no assurance that all
such deficiencies have been identified. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, fo prevent,
or detect and correct misstatements on a timely basis. A material weakness is a deficiency or
combination of deficiencies in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. We did not identify any deficiencies in internal control that we consider
to be material weaknesses.,

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the following deficiency in the Fund's internal control to be a significant
deficiency:

Unrecorded Expenses

During the course of the audit, medical monitoring expenses recorded in 2013 approximating
$10,000 were determined to be related to 2012, resulting in passed audit adjustment. We
recommend management establish policies and procedures to perform a search for unrecorded
expenses to allow management to estimate expenses that have been incurred prior fo year end, but
not yet invoiced or paid as of year-end.

This communication is intended solely for the information and use of management, the Finance
Committee, and others within the organization, and is not intended to be and should not be used by
anyone other than these specified parties.

Diven %@fw Goodman [LP

Charleston, West Virginia
July 16, 2013
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GENTLE, TURNER, SEXTON, DEBROSSE & HARRISON
ATTORREYS AND COUNSELLORS AT LAW
SUITE (00 - 501 RIVERCHASE PARKWAY EAST
HOGVER, ALABAMA 3524

.IEDGARC. GENTLE, 5l TELEPHONE (204) 716-3000
TERRY D, TURNEIR, JR.* TRLECOPIER (205) 1163010
K. EDWARD SEXTON, W
DHANDRA B. DEBROQSSE
KATHERINE A. HARBISOM *ALS0 ADMITIED INTLORIDA

1. CHRISTOPHER SMTTH HHONLY ADMITTED IN WEST VIRGINIA
PAIGE F. OSRBOBRN

ROBERT B, BAWTHORNE, 11
MICHAEL JACKS**

July 16,2013

Dixon Hughes Goodmun LLP
707 Virginia Strect, East-
Chase Tower, Suite 1700

PO Box 1747

Charteston, WV 25326

This representation leiter is provided in connection with your gudits of the miodified cash basis (inancial
statements of The Perrine-DuPont Property Remédiation Qualified Settlement Fund and The Perrine-DuPont
Medical Monitoring Qualified Settfernent Fund - the “Funds™), which compdse the statements of assets,
fiabilitles, ond find balance - modificd cash basis ss of Decembar 31, 2012 und 2011 mnd the relafed
statements of revenue collected,; clalms and dxpenses paid, and changes in fund batance — migdificd cash basis
and supplementary sehedules- modified cosh basis for fie years then ended, and the relafed nofes to the
finapcinl statements, for the purpose of cxpressing an opinion on swhether the finanoinl statements present
fairly, in all materfd] respegts, the financial position, results of operations, and cash flows of the Funds in
conformity with the medified cash basis of sceounting o deseribied in Noté 2 to the financind statcments. We
confirm that we are responsible for the fulr presentation in the financinl statements of financiol position and
resulis of operations in conformity with the inodified cash basis of ascounting. We are also rosponsible for
adopting scund accounting policies, csteblishing and muinteining internal control, and preventing and
detectiog Frnud,

Certaif repreventstiony in this lotter are destribud as beiog fimited to matters that are materiel, Jtoms we
considered mnterinl, regardiess of size, I thay invaive an amission or misstiterent of accounting information
that, in the light of sursonnding circumstances, makes it probable that the judgment of o reasonable person
relying on the inforniation would be changed of inflluenved by the omission of wisstatenient. A omission or
migstatoment that is monetarily smnil in Rmount could be considered matarinl as o result of qualitative fictors,

We confiom that, to the best of our knowledpe and belief, having made such nquirics a5 we cansidered
necessary for the purpose of eppropriately informing ourselves as of the date of this letier:

Financlal Stalemenis

1. We have fulfilled our responsibifities, ns sot out in the terms of the audit engagoement Jerter dated
November 30, 2012 for presenting (he finaneisl statementy In confornity wilth the modificd cash basis of
accounting oy deseribed In Note 2.

. We scknowledge our yesponsibility for the dosign, implementntion, and maintenance of intérnal control
relevant lo the preparation and folr prosentation of fihanclal statements that are free from maierinl
misstatement, whether due fo frmud or error,
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4,

5.

6.

&

We schnowledge our responsibifity fur the design, implementation, and mainienance of intemal control to
grravent and defect frand,

The following have been giroperly recounted for and disslosed o the financial statements:

a.  Related-party relatlonships nnd transactions, incleding sales, purchases, toans, transfors, leasing
arrangements, and guarantees, snd sriounts receivable fiam or payable to relied parties

b.  Guarantees, whether written ar oral, under which the Company is contingently linble

Significont estimates that may be subject to a material change in the nenr term have beey properly
disclosed in the financial statements, We understand that “near tery™” means the period within one year of
the date of the tinanclal statemants. In additlon, we have no knowledye of concentrations oxisting af the
dute of the fimanuial sidtements thut make the Funds vefnerable to the Hsk of severe impest that have not
been praperly disclosed in the financial statements.

Significant assumpifons we used in making accounting estimates, including those measured at fair value,
are reasonable '

We betiove that the effeeis of the wnconecicd misstatements and omitied diselosures In tha financinl
staternents st ized in the hed schedute and aggroguied by you during the current engagement are
iparnplerinl; Both individiidly end in the aggregete; 1o the financlal satcments takén as a whole,

We represent ta you the following for the Ponds® fiir value mensurements and disclonres:

u. The underlying assumptions wre ressonnble nnd they approprintely reflect manapement’s inlent and
abifity to carry out ita stated courses of action,

b, The measurcment methods and reloted assumptions used in determining Fair value e appropriste in
the circumitanses snd have been consistently applicd,

€. Tl diselosures refared o fhic values are complete, sdeqguate, and in confonnity with U.8, GAAP,

d. There ore no subsequent cvents that require adjustmeats to the fair value messuroments and
disclosures inclided in the financial statements,

The ¢ffeets of all known actual or possible litigation und cluims have been aveounicd for snd disclosed in
dccorddnce with (1.8, GAAP.

Frformation Provided

10, We have provided you with:

T

w Access o oll information, of which wo ave nware, that is refevamt (0 the preparation and felr
presentation of the financlal siatements, such as records, decumentation, and ather motters,

b, Additional informntion that you have requested from us for the purpose of the nudit,

¢ Unnistrivied scvess o porsons within the entity from whom you defermined 1t fecassary 10 olinin
audi evidence.

All transiictions have Geen recorded in the aceounting reconds rad are reflccted in the Bnancial statements.

12, We have disclosed to you the resulls of our sssessment of the risk thet the finsneinl stolements may be

rmaterially misstated ag'e reselt of Fraud.

13, We hove no keowledpe ol oy fraud or suspecied fraud affecting e Funds invoiving:

o Munsgemont,
b Employees who have gipnificant roles in internal contral,
e Others where the fivud coutd have o materind offeet on the finmnein! smemants,

Fuge?
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4, Wa have no knowledge of nny allegitions of fruud or suspected fraud iffecting tha Funds' finunciul
statements reesived In communications from employecs, former amployees, analysts, regulators, short
seflers, or otbers,

13

17.

18.

19.

20

22

23

24

25

16

23

v

There have been no communications from repulatory agencles comceming noncomplisnce with or
deficiencies in financis! reporting practices,

The Fundy have no plans or infentions that may materiably affect the carrying value or clnssification of
assets and Habilities.

Thera are no arfangoements witly financial institotions involving compensating balances or other
ammangements involving restrictions on cash bulunees, Hne of oredit, or aimilar srrangements.

We have complied with all aspecis of contractun! agreemenis (hat would bave o material effect on the
finnnciaf statements In the event of noncompliance.

Therw are no

4.  Vinlations or pogsible violations of laws or reguiations whose effects should be considered for
disclosure it the financial statements or 8s o basts for recording a Yoss contingency.
b.  Other lubjlities or gaip or loss contingencies that are required 1o be accrued or disclosed

There are no material transactions that have not begn properky recorded in the accounting records
underlying the finnneial stptements.

We lnve diselosed to you all known instances of noncompliancs or suspected noncompliance with laws
and regulstions whose cffects should be considered when preparing the financial siatements.

We have disclosed to you the identity of the entity"s relnted pastics and all the related perty relationships
and transactions of which we ane aware.

We are not awere of any peading or threatened Htigation sud clalms whose effects shonld be considered
when preparing the financial statements and we have not consulted fegat counsel concerning litigation or
claims. Additionally thero hinve beeit no changes stnce our fogu! reprosentation respomso letter dated Junc
£3, 2013

The Funds has satisfhctory title to nll owned asscis and there are no lieny or ercumbrunces on such pssots
nor fing any asget been pledged as colfatera.

“The Funds are qualified setflerent funds uindet Section 4688 of the Inférmal Revenue Code, We have

evituated the Fund’s e positions and Bave determined that the Funds do not have any materisl uncertain
fax positions,

We aeknowledge our resphinsibility for presenting the supplementary sehedules of Pre-implementation and
post-implementation Stafement of Assets, Linbilitics, and Fund balance and Stafement of Revenuc
collested, Cluims and Expenses Paid, and Chenge in Fund Balance in accordance with the modified cash

‘basis of necounting as deseribed in Not 2 1o the financial siatements, and we believe that the

supplementinry schedules, incleding their form end content is fairly presonted in accordnnee with the
mtdified cash basis of accounting a5 described in Nots 2 to the financial statements.  The methoeds of
measyrement and presentation of the supplementary schedules have not changed from those ased in the
prior period, and we have disclosed to you uny sipnificent sssumptions or inferprefafions underfying the
measurement and presentation of the supplementary information. The consolidating information of the pre
and post implementation information is for purpeses of additional analysis of the financial stalements

Puge 3

Repodt {o the Finance Committee of

The Perrine-DuPont Qualified Settlement Funds



rather than 1o present the financia! position and resnlts of operations of pre and post Inplementstion
funding.

27. in regards to the noortlest services provided services performed by you, (income tax retum roview) we
By
a  Assumed all management responsibilitias,
b, Ovérsein tha servide, by desipndting an individuul; within senfor management, who possess
suitable skill, knowledge, or experience.
w. Evalvated the adequacy and results of the services performed,
d.  Accepied responsibility for the results of the services,
¢, Evaluated and maintained internal controls, including monitoring ongoing activities,

78, We acknowledge that we did not engoge you to exsmine cvidence regarding the validity of slaimant
benefils paid by the Claims Administrator, or the ability for the Defendant to mect their financiat

obligations to contribute to the Funds, and we declined o present & sbitement of cash flows in the
financial stalements referred to ahove,

We have evaluated mpbscqmmh the dote o fetter, wisich, §u the date the financial stelements
were availabl ;gg:‘n{jssucd. No events have oecurred subseguind 10 the halance shest date and through the date
of thig ] t wialdtequire adjusiment to or disclosure ip/the nfarementiosed finnncisl statements.

=

Ed Geontic, Ciat

Joseph Robefria, Accodptant

Attachments included:
«Schedule of Uncorrectad Misstatements

Tage
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DIXON HUGHES GOOBDMAN.

Certified Pablic Accountanis and Advisors

INDEPENDENT AUDITORS’ REPORT

The Honorable Thomas A. Bedell
Circuit Judge of Harrison County

Edgar C. Gentle, i, Esq.
Claims Administrator

James S. Amoid, Esq.
BDavid B, Thomas, Esq.
DuPont Representatives on the Settlement Finance Committee

Virginia Buchanan, Esq.
Plaintiff Class Representative on the Settlement Finance Commitiee

Meredith McCarthy, Esq.
Guardian Ad Litem for Children

We have audited the accompanying financial statements of the Perrine-DuPont Medical Monitoring
Qualified Setllement Fund (the “Fund"}, which comprise the statements of assets, liabilities, and fund
balance-modified cash basis as of December 31, 2012 and 2011, and the related statements of
revenue collected, claims and expenses paid, and changes in fund balance-modified cash basis for
the years then ended, and the related notes fo the financial statements.

Management's Responsibility for the Financial Statements

Management is responsibie for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting dascribed in Neote 2; this includes
determining that the modified cash basis of accounting is an acceptable basis for the preparation of
the financial statements in the circumstances. 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 fraud or error.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these financial statements based on our audits. Except
as discussed in the following paragraphs, 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 from 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 auditors’ 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 Fund'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 Fund'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 evalusting 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 qualified audit opinion.

Basis for Qualified Opinion

We were not engaged to and did not assess the ability of DuPont De Nemours and Company, et al.
(the "Defendants™) to meet their financial obligations to contribute to the Fund, Accordingly, we were
unable to determine the adequacy of disclosures included in the footnotes to the accompanying
financial statements regarding risks and uncertainties involving the Defendants’ ability to contribute
to the Fund as required by the Court.

We were not engaged to and did not test the validity of claimant benefits paid by the Claims
Administrator. Buch payments are made by the Claims Administrator upon Court approval or
oversight. Accordingly, we were unable to determine the appropriateness of the claims and the
accuracy of the claimant benefit payments made by the Claims Administrator.

Qualified Cpinion

In our opinion, except for the effects of such adjustments or disclosures, if any, as might have been
determined to be necessary had we been able to examine evidence regarding the unceriainty of the
Defendants’ ability to meet their financial obligations as required by the Court and had we been able
to examine evidence regarding the validity of claimant benefits paid by the Claims Adminisirater, the
financial statements referred to above present fairly, in all material respects, the assets, liabilities,
and fund balance of the Perrine-DuPont Medical Monitoring Qualified Setftiement Fund as of
December 31, 2012 and 2011, and the related revenue coliecied, claims and expenses paid, and
changes in fund balance for the years then ended, on the modified cash basis of accounting as
described in Note 2.

Basis of Accounting

We draw attention to Note 2 of the financial statements, which describes the basis of accouniing.
The financial statemenis are prepared on the basis of cash receipts and disbursements, modified to
recogrize changes in the fair value of investments, accrued investment income, certain receivables,
accounts payable, and certain accrued liabilities (modified cash basis), which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States of
America. Qur opinion is not modified with respect to that matter.

Report on Supplementary Information

Qur sudit was conducted for the purpose of forming an opinion on the modified cash basis financial
statements as a whole. The supplementary schedules of Pre-Implementation Date Funding and
Post-Implementation Date Funding Statements of Assets, Liabilities, and Fund Balance-Modified
Cash Basis and Staternents of Revenue Collected, Claims and Expenses Paid, and Changes in
Fund Balance-Modified Cash Basis are presented for purposes of additional analysis and are not a
required part of the modified cash basis financial statements, Such information is the responsibility of
management and was derived from and relates directly to the underying accounting and other
records used to prepare the modified cash basis financial statements. The information has been
subjected to the auditing procedures applied in the audit of the modified cash basis financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the meodified cash basis
financial statements or to the 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 materia! respects in relation to the modified cash basis
financial statements as a whole.
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This report is intended sclely for the information and use of the Claims Administrator, the
addressees, and the Circuit Court of Harrison County, West Virginia to distribute as it deems
appropriate. It is not to be referred to or distributed for any purposes fo anyone who is not
designated by the Circult Court of Harrison County, West Virginia or the Claims Administrator,

Dien Hughes Goednan [LP

Charleston, West Virginia
July 16, 2013
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THE PERRINE-DUPONT MEDICAL MONITORING QUALIFIED SETTLEMENT FUND

STATEMENTS OF ASSETS, LIABILITIES, AND FUND BALANCE-MODIFIED CASH BASIS OF

ACCOUNTING
December 31, 2012 and 2011

ASSETS
Cash
Investments, at fair value (Note 3)
QOther receivables
Total current assets
Property and equipment, net
Total assets

LIABILITIES AND FUND BALANCE

Acecounts payable
Fund Balance

Totai liabilities and fund balance

2012 2011

2,057,214 1,056,792
- 2,449,784

- 1,825
2,057,214 3,508,401
13,094 16,596
2,070,308 3,624,997
90,542 295,632
1,879,766 3,229,365
2,070,308 3,524,987

See notes to financial statements.
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THE PERRINE-DUPONT MEDICAL MONITORING QUALIFIED SETTLEMENT FUND
PAID, AND CHANGES IN FUND BALANCE

For the years ended December 31, 2012 and 2011

2012 2011
REVENUE COLLECTED
Defendant funding
Pre-Implementation date funding $ - $ 4,000,000
Post-implementation date funding : - 2,788,985
Investment income 6,808 2.800
Total revenue collected ’ 6,866 ' 6,792,785
CLAIMS AND EXPENSES PAID OR ACCRUED
Expenses and claims pre-implementation
Cash payments {o claimants 391,093 2,289,200
General and office expenses - 71,658
Travel expenses - 23,134
Claims Administrator and Special Master fees 99,540 734,258
Third Party Administrator fees and expenses - 168,301
Finance Committee fees and expenses - 66,029
Guardian Ad Litem fees and expenses - 51,800
Administrative expenses 46,513 27.314
Expenses and claims post-implementation
Cash payments to claimants 278,457 47,047
General and office expenses / 20,120 3,588
Travel expenses 5,424 1,898
Claims administrator fees 116,620 16,876
Guardian Ad Litem fees and expenses 3,875 -
Administrative expenses 291,321 68,914
Total claims and expenses paid or accrued 1,252,963 3,569,818
{Deficiency) excess of revenue collected over claims and
expenses paid or accrued {1,246,087) 3,232,867
NONCASH ITEMS
Depreciation expense 3,502 3,502
Total noncash items 3,502 3,502
{Decrease) increase in fund balance (1,249,699) 3,229,365
FUND BALANCE
Beginning of period 3,229,365 -
End of period $ 1,979,766 $ 3,229,365

See notes to financial statements. Page 5



THE PERRINE-DUPONT MEDICAL MONITORING QUALIFIED SETTLEMENT FUND
NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2012 and 2011

NOTE 1. DESCRIPTION OF THE FUND

On December 23, 2010, the Honorable Thomas Bedell, Circuit Judge for the Circuit Court of
Harrison County, West Virginia, entered an Order Establishing Qualified Settlement Funds in
Perrine, et al. v. E.I. DuPont Nemours and Company, et al., ordering the establishment of The
Perrine-DuPont Property Medical Monitoring Qualified Settlement Fund (the “Fund”} under
Internal Revenue Code of 1986 as amended Section 468B. This fund was formed to administer
a class action settlement wherein it was alleged that the Defendants released hazardous
substances from the Spelter Smelter facility onto private real property in the class area and that
these substances have health risks, with the Defendants strenuously denying those allegations.

Under the terms of the November 18, 2010 Memorandum of Understanding, which led fo the
settlement above, the Pre-Implementation Date Funding, which was received by the Fund on
January 4, 2011, in the amount of 34 million is to be used for Fund fees and expenses incurred
before Medical Monitoring was implemented (with implementation occurring on November 1,
2011) and to maeke cash payments to claimants, This contribution is called the Pre-
implementation Date Funding. DuPont is required to deposit additional monies annually, or as
needed, into the Fund to cover the implementation costs of the medical monitering program,
with DuPont making its first Post-implementation Date Funding on October 31, 2011 in the
amount of approximately $2.8 million.

By Order dated February 10, 2011, the Court approved an initial cash payment of $200 fo the
Perrine Medical Monitoring Class Members who registered and had their membership in the
Class verified (the “Verified Registrants”) with the Court, subsequently increasing the Verified
Registrant cash payment to $400 by Order dated April 28, 2011, The final count of Verified
Registrants is 5,890, with 4,169 Verified Registrants elecling to participate in medical
monitoring. After all Pre-implementation Date expenses had been accrued, the Court, by Order
dated June 28, 2012, authorized the Claims Administrator fo issue a final Pre-Implementation
Date funding dividend payment of $55 to all Verified Regisirants, representing the balance of
the Pre-Implementation Date Fundijng, less a small administrative reserve.

The Post-implementation Date Funding is used to pay for the seitlement medical monitoring
program, which began on November 1, 2011, the first round of testing. There will be 14 more
rounds of testing, to be done every two years. During the first round of testing, approximately
half of the claimants who signed up for medical monitoring were tested. The second round of
testing is scheduled to begin on November 1, 2013,

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Fund's financial statements are prepared using the modified cash basis of accounting,
whereby cash receipis and disbursements are recorded as cash is received or paid, except for
the recognition of changes in the fair value of investments, accrued investment income, certain
receivables, accounis payable, and certain accrued ligbilities. Settlement fund receivables,
estimated claims liabilities and claim receivables arising from claim overpayments, if any, which
are material to the determination of financial position and results of operations, in conformity
with accounting principles generally accepted in the United States of America, have not been
estimated and are not recorded in the accounts of the Fund. Accordingly, the financial
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THE PERRINE-DUPONT MEDICAL MONITORING QUALIFIED SETTLEMENT FUND
NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2012 and 2011

statements do not and are not intended to present financial position and results of operations in
conformity with accounting principles generally accepted in the United States of America.

Use of Estimales

The preparation of financial statements in conformity with the basis of accounting described
above requires the Claims Administrator to make various estimates that affect the reporied
amounts of assets and liabilities, disclosures of contingent assets and liabilities, as well as the
reported amounts of revenues collected and claims and expenses paid. Actual results could
differ from those estimates.

Cash

Cash and cash equivalents include shori-term, highly liquid investments both readily convertible
to known amounts of cash or so near maturity at acquisition (three months or less) that there is
an insignificant risk of change in value because of change in interest rates. Cash equivalents
are stated at cost, which approximates fair value. At December 31, 2012, $26,558 and
$2,030,656 are the cash and cash equivalents balances for the Pre-Implementation and Post-
{mplementation Date funding, respectively.

Investmenis

Investments are recorded at fair value as determined by quoted market prices. All investments
are considered trading securities. Unrealized gains and losses, if any, are shown as noncash
itemns in the statement of revenue collected, claims and expenses paid, and changes in fund
balance. Realized gains and losses are compuied under the specific identification method.
Losses and gains on invesiments for the year ended December 31, 2012 and 2011 amounted to
a net gain of $216 and $782, respectively.

Property and Equipment

Property and equipment additions are recorded at cost. Depreciation is provided over the
estimated useful life of each depreciable asset and is computed using the straight-fine method.
Property and equipment, net consisted of the following at December 31:

2012 2011
Automobiles $ 10,771 $ 10771
Office Furniture and Equipment 9,327 9327
{.ess Accumulated Depreciation 7,004 3,502
Total $ 13,094 $ 16596

At December 31, 2012 and 2011, all property and equipment was owned by the Pre-
Implementation Date Funding.

Accounts Pavable

Accounts payable consist of certain claims administrator fees and claims of claimants charged
to the Fund during the year and paid after year-end.
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THE PERRINE-DUPONT MEDICAL MONITORING QUALIFIED SETTLEMENT FUND
NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2012 and 2011

Tax Status

The Fund maintains that, for federal income tax purposes, it is a Qualified Settlement Fund
under Section 468B of the Internal Revenue Code of 1986, as amended (the “Code”), due to its
having been established pursuant to a Court Order to satisfy certain legal claims, with all of its
assets having been segregated from the assets of the Defendants to whom these claims relate.
As provided by Treasury Regulations promulgated under Section 468B of the Code, the
“modified gross income” of the Fund is subject to federal income tax at the maximur trust rate
in effect under Section 1 (e) of the Code, which was 35% for the 2012 and 2011 tax years.
Modified gross income is gross income computed with several modifications. Amounts
transferred to the Fund by, or on behalf of, a Defendant are generally excluded from Fund
income. In addition, payments of Plaintiff attorney fees or claimant claims made against the
Fund and expenses incurred by, or on behalf of, specific claimants or defendants are generally
not deductible in computing modified gross income for federal income tax purposes. The fund is
required to operate on a calendar year basis and under the accrual method of accounting for
federal income tax purposes. At December 31, 2012 and 2011, the Fund had net operating loss
carryforwards of $1,805,589 and $1,224,345, respectively, for federal income tax purposes. Net
operating loss carryforwards will begin to expire in 2031,

The Fund has adopted authoritative guidance on accounting for uncertainty in income taxes.
The guidance clarifies the accounting for the recognition and measurement of the benefits of
individual tax positions in the financial statements. Tax positions must meet a recognition
threshold of more likely than not in order for the benefit of those tax positions to be recognized
in the Fund's financial statements. The Fund has determined that it does not have any material
unrecognized tax benefits or obligations as of December 31, 2012. The Fund has identified its
federal tax return and its state tax return in West Virginia as major tax jurisdictions, as defined.
Fiscal years ending on or after Decernber 31, 2011 remain subject to examination by these tax
jurisdictions.

Subseqguent Events

The Fund has evaluated subsequent avents through July 18, 2013, which represents the date
the financial statements were available to be issued.

NOTE 3. FAIR VALUE MEASURMENTS

Authoritative guidance establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the
lowest priority to unobservable inputs {Level 3 measurements). The three levels of the fair value
hierarchy under authoritative guidance as follows:

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical assets or
liabilities that the Fund has the ability to access at the measurement date;

Level 2 —~ Inpuls, other than quoted prices, that are observable for the asset or liability either
directly or indirectly, including inputs in markets that are not considered {o be active;

Level 3 - Inputs that are unobservable.
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THE PERRINE-DUPONT MEDICAL MONITORING QUALIFIED SETTLEMENT FUND
NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2012 and 2011

In accordance with the requirements of authoritative guidance, the Fund has categorized its
financial instruments based on the priority of the inputs to the valuation technique based on a
three-level hierarchy.

The following presents the financial assets carried on the Statement of Assets, Liabilities, and
Fund Balance by level within the valuation hierarchy as of December 31, 2011:

Financial Assets at Fair Value at
Reporting Date Using

lLevel 1 level 2 Level 3 Fair Value
U.S. Treasury Securities $ 2,449,784 3 - 3 - $ 2449784
Total $ 2,449,784 3 - 3 - $ 2449784

NOTE 4. COMMITMENTS AND CONTINGENCIES

Cash Balances in Excess of FDIC Insurance

The Fund maintains cash in demand deposit accounts with federally insured banks. At times,
the balances in these accounis may be in excess of federally insured limits.
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SUPPLEMENTARY SCHEDULES
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Certified Pablic Aceountants and Advisors

INDEPENDENT AUDITORS’ REPORT

The Honorable Thomas A. Bedell
Circuit Judge of Harrison County

Edgar C. Gentle, Hli, Esq.
Claims Administrator

James S. Arnold, Esq.
Bavid B. Thomas, Esq.
DuPont Representatives on the Settlement Finance Committee

Virginia Buchanan, Esq.
Plaintiff Class Representative on the Seftlement Finance Commitiee

Meredith McCarthy, Esq.
Guardian Ad Litem for Children

We have audited the accompanying financial staterments of the Perrine-DuPont Property
Remediation Qualified Setliement Fund (the "Fund”), which comprise the statements of assets,
liabilities, and fund balance — modified cash basis as of December 31, 2012 and 2011, and the
related statements of revenue collected, claims and expenses paid, and changes in fund
balance-modified cash basis for the years then ended, and the related notes to the 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 modified cash basis of accounting described in Note 2; this
includes determining that the modified cash basis of accounting is an acceptable basis for the
preparation of the financial statements in the circumstances. 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 fraud or error.

Audifors’ Responsibility

Our responsibility is to express an opinion on these financial statemenis based on our audits,
Except as discussed in the following paragraphs, we conducted our audits in accordance with
auditing standards generally accepted in the United Stales of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance abouf whether the financial
staternents are free from material misstatement.

An audit involves performing procedures o obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
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 Fund'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 Fund’s infernal 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.

Praxity:;
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our qualified audit opinion,

Basis for Qualified Opinion

We were not engaged to and did not assess the ability of DuPont De Nemours and Company, et
al. {the "Defendants™) to meet their financial obligations to contribute to the Fund. Accordingly,
we were unable to determine the adequacy of disclosures included in the footnotes to the
accompanying financial statements regarding risks and uncertainties involving the Defendants’
ability to coniribute to the Fund as required by the Court.

We were not engaged to and did not test the validity of claimant benefits paid by the Claims
Administrator. Such payments are made by the Claims Administrator upon Court approval or
oversight. Accordingly, we were unable to determine the appropriateness of the claims and the
accuracy of the claimant benefit payments made by the Claims Administrator.

Qualified Cpinion

In our opinion, except for the effects of such adjustments or disclosures, if any, as might have
been determined to be necessary had we been able to examine evidence regarding the
uncertainty of the Defendants’ ability to meet their financial obligations as required by the Court
and had we been able to examine evidence regarding the validity of claimant benefits paid by
the Claims Administrator, the financial statements referred to above present fairly, in all material
respects, the assets, liabilities, and fund balance of the Perrine-DuPont Property Remediation
Qualified Seitlement Fund as of December 31, 2012 and 2011, and the related revenue
collected, claims and expenses paid, and changes in fund balance for the years then ended, on
the modified cash basis of accounting as described in Note 2.

Basis of Accounting

We draw attention to Note 2 of the financial statements, which describes the basis of
accounting. The financial statements are prepared on the basis of cash receipts and
disbursements, modified to recognize changes in the fair value of investments, accrued
investment income, certain receivables, accounts payable, and certain accrued liabilities
{modified cash basis), which is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America. Our opinion is not modified with
respect to that matter,

This report is intended solely for the information and use of the Claims Administrator, the
addressees, and the Circuit Court of Harrison County, West Virginia to distribute as it deems
appropriate. It is not to be referred to or distributed for any purposes to anyone who is not
designated by the Circuit Court of Harrison County, West Virginia or the Claims Administrator.

Dixion H‘,yfw Goodman [LP

Charleston, West Virginia
July 16, 2013
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THE PERRINE-DUPONT PROPERTY REMEDIATION QUALIFIED SETTLEMENT FUND
STATEMENTS OF ASSETS, LIABILITIES, AND FUND BALANCE-
MODIFIED CASH BASIS OF ACCOUNTING

December 31, 2012 and 2011

ASSETS

Cash
Investments, at fair value (Note 3)

Total current assets
Property and equipment, net
Total assets
LIABILITIES AND FUND BALANCE
Accounts payable
Other payables

Fund Balance

Total liabilities and fund balance

2012 2011
821,804 9,674,578
24,992,893 24,529,850
25,814,697 34,204,928
13,094 16,596
25,927,791 34,221,524
310,815 218,074
- 1,826
25,616,976 34,000,625
25,927,791 34,221,524

See nofes to financial statements.
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THE PERRINE-DUPONT PROPERTY REMEDIATION QUALIFIED SETTLEMENT FUND
STATEMENTS OF REVENUE COLLECTED, CLAIMS AND EXPENSES PAID, AND CHANGES IN FUND

BALANCE-MQDIFIED CASH BASIS OF ACCOUNTING
For the years ended December 31, 2012 and 2011

REVENUE COLLECTED
Investment income
Defendant funding

Total revenue collected

CLARMS AND EXPENSES PAID OR ACCRUED
Plaintiffs’ class counsel fees and expenses
General, office, and administration expenses
Consuliing fees
Travel expenses
Franchise tax
Claims administrator and special master fees
Finance Committee fees and expenses
Audit and income tax return fees
Guardian Ad Litem fees and expenses
Property clean up technical advisor
Property questionnaire and fairness hearings
Property soil/house testing expenses

Property claimant annoyance and inconvenience payments

Total claims and expenses paid or accrued

{Deficiency) excess of revenue coliected over claims and

expenses paid or accrued

NONCASH ITEMS
Depreciation expense

Total noncash items
(Decrease) increase in fund balance

FUND BALANCE
Beginning of period

End of period

2012 2011
16,343 $ 13,917
- 66,000,000
16,343 66,013,917
- 30,481,236
81,420 92,024
48,719 -
30,712 25,043
12,656 -
1,328,300 822,645
19,210 32,479
16,549 .
- 12,313
65,484 94,393
- 28,532
6,060,010 162,505
733,430 258,620
8,396,490 32,009,790
{8,380,147) 34,004,127
3,502 3,502
3,502 3,502
(8,383,649) 34,600,625
34,000,625 -
25,616,976 $ 34,000,625

See notes [o financial statements.
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THE PERRINE-DUPONT PROPERTY REMEDIATION QUALIFIED SETTLEMENT FUND
NOTES TOQ FINANCIAL STATEMENTS
For the years ended December 31, 2012 and 2011

NOTE 1. DESCRIPTION OF THE FUND

On December 23, 2010, the Honorable Thomas Bedell, Circuit Judge for the Circuit Court of
Marrison County, West Virginia, entered an Order Establishing Qualified Settlement Funds in
Perring, et al. v. E.l. DuPont Nemours and Company, et al., ordering the establishment of The
Perrine-DuPont Property Remediation Qualified Settlement Fund (the “Fund"} under Internal
Revenue Code of 1986 as amended Section 468B. This fund was formed to administer a class
action settliement wherein it was alleged that the Defendants released hazardous substances
from the Spelter Smelter facility onto private real property in the class area and that these
substances have health risks, with the Defendants strenuously denying those allegations.

On January 4, 2011, the Fund was funded by the Defendants for $66 million for the purposes of
paying for property remediation services and aitorneys' fees and expenses of Plaintifis’
Counsel. No additional funding by the Defendants is required. On June 27, 2011, the Court
entered an Order establishing the Froperty Remediation (Clean-Up) Program which: (1) defined
the potentially contaminated properties as the soil on Class Member property in Class Area
Zone 1A and the houses on Class Member properiy in the entire Class Area; (2) authorized the
Claims Administrator to procure companies to test and/or clean Class Area houses and soil via
a public bidding process; and {3) authorizing annoyance and inconvenience payments to
claimants participating in the clean-up program consisting of (a) $5,000 per property to owners
of eligible, occupied properties in Zone 1A of the Class Area receiving soil clean-up services,
and (b) $500 per house or commercial structure to owners of eligible houses or commercial
sfructure within the entire Class Area receiving house or commercial structure clean-up
services. In accordance with the Property Remediation (Clean-Up) Program QOrder, soil and
house testing began in November 2011, and remediation of soil and houses began in June
2012, This is a closed fund, with no further Defendants’ contributions being required.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Fund's financial statements are prepared using the modified cash basis of accounting,
whereby cash receipts and disbursemenis are recorded as cash is received or paid, except for
the recognition of changes in the fair value of investments, accrued investment income, certain
receivables, accounts payable, and ceriain accrued liabilities. Settlement fund receivables,
estimated claims liabilities and claim receivables arising from claim overpayments, if any, which
are material to the determination of financial position and resulis of operations, in conformity
with accounting principles generally accepted in the United States of America, have not been
estimated and are not recorded in the accounts of the Fund. Accordingly, the financial
statements do not and are not intended to present financial position and results of operations in
conformity with accounting principles generally accepted in the United States of America.

Use of Estimates

The preparation of financial statements in conformity with the basis of accounting described
above requires the Claims Administrator to make various estimates that affect the reported
amounts of assets and liabilities, disclosures of contingent assets and liahilities, as well as the
reported amounts of revenues collected and claims and expenses paid. Actual resuits could
differ from those estimates.
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THE PERRINE-DUPONT PROPERTY REMEDIATION QUALIFIED SETTLEMENT FUND
NQOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2012 and 2011

Cash

Cash and cash equivalents include short-term, highly liquid investments both readily converiible
to known amounts of cash or so near maturity at acquisition (three months or less) that there is
an insignificant risk of change in value because of change in interest rates. Cash equivalents
are stated at cost, which approximates fair value.

Investments

Investments are recorded at fair value as determined by quoted market prices. All investments
are considered trading securities. Unrealized gains and losses, if any, are shown as noncash
items in the statement of revenue collected, claims and expenses paid, and changes in fund
balance. Realized gains and losses are computed under the specific identification method.
Losses and gains on investments for the year ended December 31, 2012 and 2011 resufted in a
net gain of $15,172 and $10,382, respectively, which is included in investment income in the
accompanying statements of revenue collected, claims and expenses paid, and changes in fund
balance — modified cash of accounting.

Property and Eguipment

Property and equipment additions are recorded at cost. Depreciation is provided over the
estimated useful life of each depreciable asset and is computed using the straight-line method.
Property and equipment, net consisted of the following at December 31;

2012 2011
Automobiles $ 10,771 $ 10,771
Office Furniture and Equipment 9,327 9,327
Less Accumulated Depreciation 7,004 3,502
Total $ 13,094 $ 16,596

Accounts Favable

Accounts payable consist of certain claims administrator fees and claims of claimants charged
to the Fund during the year and paid after year-end.

Tax Status

The Fund maintains that, for federal income tax purposes, it is a Qualified Settliement Fund
under Section 468B of the Internal Revenue Code of 1886, as amended (the “Code™), due to its
having been established pursuant to a Court Order to satisfy certain legal claims, with all of its
assets having been segregated from the assets of the Defendants to whom these claims relate.
As provided by Treasury Regulations promulgated under Section 468B of the Code, the
‘modified gross income” of the Fund is subject to federal income tax at the maximum trust rate
in effect under Section 1 (e) of the Code, which was 35% for the 2012 and 2011 tax years.
Modified gross income is gross income computed with several modifications. Amounts
transferred to the Fund by, or on behalf of, a Defendant are generally excluded from Fund
income. In addition, payments of Plaintiff attorney fees or claimant claims made against the
Fund and expenses incurred by, or on behalf of, specific claimants or defendants are generally
not deductible in computing modified gross income for federal income tax purposes. The Fund
s required to operate on a calendar year basis and under the accrual method of accounting for
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THE PERRINE-DUPONT PROPERTY REMEDIATION QUALIFIED SETTLEMENT FUND
NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2012 and 2011

federal income tax purposes. At December 31, 2012 and 2011, the Fund had net operating loss
carryforwards of $8,888,330 and $1,259,519, respectively, for federal income tax purposes. Net
operating loss carryforwards will begin to expire in 2031.

The Fund has adopted authoritative guidance on accounting for uncertainty in income taxes.
The guidance clarifies the accounting for the recognition and measurement of the benefits of
individual tax positions in the financial statements. Tax positions must meet a recognition
threshold of more likely than not in order for the benefit of those tax positions to be recognized
in the Fund’s financial statements. The Fund has determined that it does not have any material
unrecognized tax benefits or obligations as of December 31, 2012. The Fund has identified its
federal tax return and its state tax return in West Virginia as major tax jurisdictions, as defined.
Fiscal years ending on or after December 31, 2011, remain subject to examination by these tax
jurisdictions.

Subsequent Events

The Fund has evaluated subsequent events through July 16, 2013, which represents the date
the financial statements were available to be issued.

NOTE 2. FAIR VALUE MEASURMENTS

Authoritative guidance establishes a fair value hierarchy that prioritizes the inputs fo valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the
lowest priority to unobservable inputs (Level 3 measurements). The three levels of the fair value
hierarchy under authoritative guidance as follows:

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical asseis or
liabilities that the Fund has the ability to access at the measurement date;

Level 2 - Inputs other than quoted prices that are observable for the asset or liability either
directly or indirectly, including inputs in markets that are not considered to be active;

Level 3 - Inputs that are unobservable.

In accordance with the requirements of authoritative guidance, the Fund has categorized its
financial insfruments based on the priority of the inputs to the valuation technique based on a
three-level hierarchy.

The following presents the financial assets carried on the Statement of Assets, Liabilities, and
Fund Balance by level within the valuation hierarchy as of December 31, 2012:

Financial Assets at Fair Value at
Reporting Date Using

Level 1 Level 2 Level 3 Fair Value
U.S. Treasury Securities $24,992,893 $ - $ - $24,992,893
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THE PERRINE-DUPONT PROPERTY REMEDIATION QUALIFIED SETTLEMENT FURND
NOTES TO FINANCIAL STATEMENTS
For the years ended December 31, 2012 and 2011

The following presents the financial assets carried on the Statement of Assets, Liabilities, and
Fund Balance by level within the valuation hierarchy as of December 31, 2011:

Financial Assets at Fair Value at
Reporting Date Using

Level 1 Level 2 tevel 3 Fair Value
U.S. Treasury Securities $24,520,850 $ - 5 - $24,529,950
Total $24,529 950 3 - b - 324,529 950

NOTE 4, COMMITMENTS AND CONTINGENCIES

Cash Balances in Excess of FDIC Insurance

The Fund maintains cash in demand deposit accounts with federally insured banks. At times,
the balances in these accounts may be in excess of federally insured limits,

The Fund entered into an agreement with a construction company {o remediafe the affected
property. The agreement allows for up to $14,820,000 to be paid through December 31, 2014.
This amount is based on the known remediated properties and may increase ratably if there are
more remediated properties.
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