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September 14, 2012

Exxon Valdez Oil Spill Trustee Council

September 14, 2012

9:30 am to 3:00 pm

Teleconference: 1-800-315-6338
Code: 8205
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Womac, Cherrl G (EVOSTC)

From: Womac, Chern G (EVOSTC)
O;?em Thursday, August 30, 2012 1 49 PM
o: Brookover, Thomas E (DFG), 'Steve Zemke (szemke@fs fed us)', Schorr Jennifer L (LAW),
Hartig, Lawrence L {DEC), James Balsiger (im balsiger@noaa gov), 'Elton, Kim'
Cc: Hsieh, Elise M (EVOSTC), ‘Latarsha McQueen', 'Connors, Markee'
Subject: Optional Trustee Council Update September 7th

Hello Trustees,

Thank you for meeting with us this week. We look forward to briefing Jim Balsiger on September 7", at 1:30 AST. We
will be joined by DOI Solicitor’s Office Joe Darnell and ADOL, Jen Schorr.

Larry Hartig has indicated that he may have marine debris updates by that date, and DOI Solicitor’s office and ADOL may
have additional updates regarding the Koniag Easement issues.

Due to those developing issues, and if you would like, we would like to invite you to join us on September 7™ at 1:30
AST. If you would like to participate let us know and email your contact phone number. We will review any marine

debris or Koniag developments first, and finish with a the overall meeting briefing for Jim.

As always, we will circulate any documents or information which we receive in the interim and leading up to the
September 14" Council meeting. ~

Thank you,

Q!ise



Womac, Cherri G (EVOSTC)

From: Womag, Chern G (EVOSTC)
memz Thursday, August 30, 2012 150 PM
X Brookover, Thomas E (DFG), Schorr, Jennifer L (LAW); Hartig, Lawrence L. (DEC), 'Steve
Zemke (szemke@fs fed us)', James Balsiger (jm balsiger@noaa gov), 'Elton, Kim'
Ce: ‘Latarsha McQueen', ‘Connors, Markee', Hsieh, Elise M (EVOSTC)
Subject: Sept 14 TC meeting matenals update
Attachments: 8 30 12 Draft Agenda TC Sept 14 2012 mtg doc; FY13 Draft Workplan 8-29-12 pdf

Attached please find two updated documents, the draft Agenda and the draft Workplan.
Changes to the Draft Agenda:

The order of agenda items has been re-ordered to allow for Joe Darnell’s Koniag Easement discussion, and an executive
session, to be first. Joe is travelling and can join us telephonically in the morning.

Changes to the Draft Workplan:

The following project descriptions, that were erroneously left out of the earlier draft, were added back to the document:

Kline 1312011-L
Wildes 13120111-P
Kline 12120111-L
Konar 13120114L

The following budget errors was corrected:
ranch 13120111-Q The total funding request on the project description (page 53) was corrected to read $394,820 (a

change of -6555.00) . The chart on page 6 reflected the correct budget.
Bodkin 10100750 The FY13 funding request on the project description (page 12) was corrected to read $103,411.00 (a
change of -50.60)

The following Pl information was updated:
Hoffman 13120114-B The Pi responsibie for this project was updated from Nancy Bird to Katrina Hoffman

There were also several line spacing, grammatical, and alphabetical order errors that were corrected throughout the
document.
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during the summer. With a February 1 funding cycle, contracting officers would have several
weeks built into the schedule to establish and fund contracts, which also leaves some room
for scheduling and other delays. To accommodate federal funding cycles, authorized funds
would be released on a timed schedule, determined by the needs of the federal agencies. The

Otate funding schedule (July 1 cycle) would continue to be accommodated through planning so
that funds are authorized on schedule. To effectuate this shift, as the Council did with
the Long-Term Programs, the Council would authorize funding for a 16-month period (October 1,
2012 - January 31, 2014) at their September 14th meeting. As with the long-term programs’
shift, subsequent Council authorizations would be for the standard 12-month period. Shifting
the Council’s funding to a February 1 cycle allows proposals to be submitted September 1 (vs.
June 1), followed by a September (vs. June) Science Panel review and an October (vs. July)
PAC review. The Council would review funding annually around mid-November.

This fiscal year shift has many administrative advantages; it has been reviewed and is
supported by Council and agency staff, including Pete Hagen; Dede Bohn; Doug Mutter, our DOI
PAC Designated Federal Officer for over 20 years, and our in-office PAC coordinator of over
20 years, Cherri Womac. The Alaska Department of Revenue also notes this timeline allows
ADOR an extended window after fund authorization in which to release investment funds at an
advantageous interval.

4, Minor Revisions to Financial and Reporting Policies

The Financial Procedures contain a default Project Authorization definition of “fiscal year”
which will be revised to note the new Feb. 1 fiscal cycle. We have noted an error in our
Reporting Policies. On page 9, they note the Programs’ final reports are due Aug. 1st:
revise to Sept. 1. On pages 9 and, 13 in the discussion of fiscal years and due dates:
revise Sept. 31 to 3@. Both policies, in track changes format, are attached.

5. Updated Investment Policy: The Council’s investment policies have been updated,
with the assistance of the Alaska Department of Revenue, Alaska Department of Law, U.S.
epartment of Justice and the Council’s Investment Working Group. See the attached draft and
current policies. The draft revised policy draws heavily from the current policy, but was
extensively reformatted. Thus, the comments in the draft help to highlight where prior.
reviewers had questions and/or where substantive changes were made. The updated investment
policy now includes two attachments, Public Law 106-113 and Resolution 99-03-01, which are
also attached to this email. The Investment Working Group recommends this May 15, 2012 draft
(attached) for approval.

6. Asset Allocation for October 1, 2012 - January 31, 2014: After meeting and
reviewing data and recommendations by Callan Associates (attached), the Investment Working
Group recommends the Council retain the current asset allocation for October 1, 2012 -
January 31, 2014. Callan Associates will give a brief overview at the September Council
meeting.

7. PAC nominations were advertised on June 1, 2012. Nominations were solicited using a
wide range of media, including newspapers in the affected area, the Federal Register, the
Trustee Council website, public service announcements, the present Public Advisory Committee
membership, and persons having expressed an interest in serving on the Public Advisory
Committee. The deadline for nominations was August 3, 2012; current PAC members were invited
to reapply. A list of the nominees, their affiliations, contact information, and past PAC
member attendance is in your PAC nomination binder for your review. We will also send it via
email. Doug Mutter, US DOI PAC Designated Federal Officer will forward your selections to
the Secretary of the Interior for appointment to the October 2012-September 2014 term.

. Draft APDI: Attached please find the draft FY 2013 APDI, revised as of August 21,
noted above, it is for Oct. 1, 2012 - January 31, 2014.



9. Draft Workplan FY 2013: The Draft Workplan, revised as of August 21. We are in the
process of reformatting this database-driven document to accommodate our on-going Programs.
Note that comments in the work plan for non-programmatic continuing projects are from prior
years. Comments for the Programs have been dated to give a sense of context.

Qverall, there has been little comment or concern voiced by the Science Panel or PAC
regarding on-going projects for this upcoming year. The continuing projects and long-term
Programs are largely the same as were reviewed last summer, There is little new Program
information due to the Programs being newly-funded in February 2013. The Programs will be
submitting semi-annual reports September 1. If there is any notable information from those
reports, I will forward it to you, or you can let me know if you would like full copies.

As for projects which the Council may be considering in the next year which would be in
addition to the spending noted in the Workplan:

- The Council funded an initial NEPA review for the Pigeon Guillemot project, the
second phase may come before the Council for review when the NEPA review is complete. The
second phase was originally estimated at approx. $2.22; there is some potential that a third-
party grant may lower this to approx. $1.2 million.

- Chris Pallister of GoAK has submitted an update to his marine debris work this summer
and some suggestions for optioms to amend the project. It may be best to request a specific

amendment for review at a potential January or February 2013 meeting, in advance of the 2013

field season. See attached Tsunami Debris Clean Up Pre-Proposal Letter.

- The NOAA Wastewater Project was funded in fall 2011 for a first phase during which it
invited communities to submit wastewater and clean harbor projects. The NOAA PIs anticipate
circulating the resulting, proposed projects for Council review before a January or February
‘013 Council meeting.

With regard to reviewing potential funding for additional proposals or amendments and
balancing these additional expenses with the Council's current work, I would also note that
it is likely that the long-term Programs will, at some point, have critical, substantial and
unanticipated funding needs, such as when equipment or funding partners falter. Attached is
an updated Long-Term Spending Scenario and accompanying memo. It indicates that the
Council’s funding scenario is stable and consistent with its planned projections for this
year. If you review the spending scenario table, please also review the associated memo for
the limitations on this method, and which notes that these annually-updated scenarios may be
used by the Council to take into account actual spending and market fluctuations and to make
course corrections.

ie. ~ Habitat: We are looking at options to increase the capacity of the habitat
program, with the goal of bringing additional parcels from willing sellers forward for
Council review. We hope to have some options and more specific proposals for Council review
at the Jan./Feb. 2013 Council meeting.

11, Planning for the future:

Materials for public outreach:
The Long-Term Programs’ Outreach programs have been developing plans and are considering
using the public name “Gulf Watch Alaska . . . a program of the Exxon Valdez 0il Spill
Trustee Council” for the Long-Term Monitoring Program. For a brief slideshow that was
prepared by the Programs for the July 9 Council PAC meeting, please see:
http://pwssc.sharefile.com/d/sbbb35cf363c47e0b>
‘.«:ssc .sharefile.com/d/sbbb35cf363c47e@b<http://pwssc.sharefile.com/d/sbbb35cf363c47eeb>



With regard to Council outreach, with the long-term programs in their first five-year
contract and the emphasis on monitoring, there is little new information that could be
disseminated at this time. Thus, we plan a brief written document summarizing the Council’s
recent activities for inquiries in 2014, the 25th Anniversary of the spill. We plan to

Create more in-depth outreach materials in 2017-2818, that can provide a more detailed
overview of the programs’ progress during the first five-year period. In 2014 or 2815, there
will be a science review workshop for the programs and the Council science panel, which may
also provide additional material for inclusion in a later summary.

Digitization of Council Documents and Official Record: Our next project is to address the
backlog of over 28 years’ of documents stored in the Council offices. We are looking into
options to digitize these documents to enable long-term access and would like to have an
initial proposal for the next step in this process for Council review, potentially by
January/February 2013,

Science Panel Membership: The Science Panel provides recommendations to the Executive

Director. Over the last few years, the Science Panel has repeatedly asked that the “pool” be

expanded, as it had dwindled through natural attrition and conflicts of interest to five

members, plus one community outreach reviewer. Additional members allow for longevity and

integration of the panel, as many of our members have served for a long period of time. It

also allows for additional opportunities for feedback, as schedules do not always allow for

full participation, and introduces new perspectives. To accomplish this, Science

Coordinator Catherine Boerner, current Panel members and I worked this spring to identify and

meet with potential new members. As a result of this process, the following additions to the

Panel are included in our APDI:

o Roger Nisbet, University of California Santa Barbara, Professor and Vice Chair,

Ecology, Evolution, & Marine Biology Areas of Expertise: Theoretical ecology, population

dynamics.http://www.lifesci.ucsb.edu/eemb/faculty/nisbet/

. Steven Morgan, University of California Davis, Professor Dept. Environmental
Qcience and Policy Areas of Expertise: Marine ecology, biological oceanography, conservation

iology, marine protected areas. http://bml.ucdavis.edu/research/faculty/steven-morgan/

. John Stachowicz, University of California Davis, Professor Evolution and Ecology

Areas of Expertise: Biodiversity in marine ecosystems, ecological consequences of genetic

diversity, biological invasions. http://www.eve.ucdavis.edu/stachowicz/stachowicz.shtml

. George Boehlert, Director - Hatfield Marine Science Center, Newport Oregon (has a

NOAA background) http://fw.oregonstate.edu/About%26Us/personnel/faculty/boehlert.htm

Gordon Kruse - U. Alaska, Juneau (ADFG
background) http://www.sfos.uaf.edu/directory/faculty/kruse/

Next Council Meeting: We anticipate having a telephonic Council meeting in mid-January or
February 2013, The following topics may be ready for review:

1. the NOAA wastewater and PIGU projects and marine debris project amendment, mentioned
above;

2. any developments in our Habitat program;
3. any advances in plans to digitize Council documents.

Please let us know if you have any questions or need additional information. We look forward
to seeing you September 14th.

Elise



Womac, Cherri G (EVOSTC)
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From: Womac, Chern G (EVOSTC)
temz Friday, August 24, 2012 9:27 AM
o 'Doug Hay (hay doug@shaw ca)', 'Gary Cherr (gncherr@ucdavis.edu)'; 'George Boehlert',

‘Gordon Kruse', 'Jay Stachowicz', 'Pete Peterson (cpeters@email unc.edu)’, 'Robert Spies
(spies@amarine com )', 'Roger Nisbet', 'Ron O'Dor’, 'Steven Morgan'

Ce: Hsieh, Elise M (EVOSTC)
Subject: General Information re Trustee Council* No Action Necessary
Attachments: 8 21 12 Draft Agenda TC Sept 14 2012 mtg pdf, FY13 Draft Workplan 8-21-12 pdf

Hello Science Panel and Invitees,

I hope you have all had a good summer. We have moved our offices the USGS space in Grace Hall, on the APU campus.
Our new mailing address is: 4210 University Drive Anchorage, AK 99508-4650. Our new physical address is: Grace Hall
4230 University Drive, Ste. 230 Anchorage, AK 99508-4650. Our phone numbers and email addresses have remained the
same. “

We typically communicate with the Science Panel when there are items ripe for review, to consult on particular issues,
or to update the Panel after the Council makes funding decisions on projects reviewed by the Panel. However, | am
more than happy to circulate additional information about the Council’s work. At our meeting in Seattle this spring,
some folks noted an interest in hearing a little more about the Council’s work in general and being included in some of
the fall meeting information.

To that end — and for the curious - here is brief information on the upcoming in-person Council meeting Sept. 14 in
Anchorage on the APU campus. There is also a teleconference line available (see draft agenda) for those who would like
Oo attend telephonically. At this meeting, the Council will be reviewing:

1.  Ashift of Council funding from a federal cycle to a February 1% cycle, which alleviates some of the fall
contractual issues and shifts meeting cycle to the autumn versus the summer. With this cycle, we anticipate the
Science Panel will meet in mid-September (vs. the current June cycle).

2. We have been updating the Council’s policies, many of which had not been revised in over a decade. For this
meeting, this includes review of updated investment and financial policies.

3. The Council reviews its trust fund asset allocations annually and reviews a presentation by our investment
consultants. -

4. The Council has a federal Public Advisory Committee with ten members and which has a two-year term.
Upcoming-term nominees will be reviewed at this meeting.

5. The Council annual administrative budget (“APDI”} includes proposed funding for the Panel and Invitees and is
reviewed annually by the Council.

6. The draft FY 2013 Workplan summarizes proposed projects and is reviewed annually. It is database-driven, so it
tends to be a little clunky. We are in the process of working to it to improve the format and accommodate our
the presentation of the projects in our long-term Programs. The comments in the work plan for non-
programmatic continuing projects are from prior years. Comments for the Programs have been dated to give a
sense of context. As discussed in earlier emails to you, the Programs were funded February 1, 2012, so there is
little new information on those projects. Continuing projects are also expected to maintain their funding in

what is the final year for most.

We anticipate that the next Council meeting will be in January or February and may review:

O - the second phase of a NOAA harbor wastewater project
- a marine debris project amendment for Summer 2013
- a pigeon guillemot project involving mink eradication on Naked Island, if a NEPA review is complete.

1



The Council office is also working on increasing the capacity of the Council’s habitat program and looking at options to
digitize over twenty-years of documents in the Council offices. Any developments will also be reviewed at that time.

@fhank you again for your participation in the Council’s science program. Feel free to contact us anytime, or if you would
like more information about any of the projects or other Council work. We will email you an update after the Council
meeting as to projects funded.

Best,

Elise
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Womag, Cherri G (EVOSTC)

From:
Qent:
©:

Ce:
Subject:

Attachments:

Hello PAC,

o 31 AL

Womac, Cherri G (EVOSTC)

Thursday, August 23, 2012 1 10 PM

'‘Amanda Bauer (amanda@stephenscruises com)’, 'Chern Womac

(cherri womac@alaska gov)', David Totemoff (dtotemoff@rocketmail com), 'Douglas L
(Doug) Mutter (douglas_mutter@ios doi govY, 'Gary Fandrer (gfandrei@ciaanet org)' Hsieh,
Elise M (EVOSTC); Jason Brune (jbrune@me com), Jennifer Gibbins
(editor@thecordovatimes com), 'John French', 'Kurt Eilo (kello@akforum org)', 'Patience
Andersen Faulkner (andersenpatc@ctcak net)' 'Stacy Studebaker (tidepoolak@ak net)’,
"Torie Baker (torie@sfos uaf edu)’

Hsieh, Elise M (EVOSTC)

September 14th Council Meeting Materials Update

Tsunami Debris Cleanup Pre-Proposal letter 070812 pdf, 8 21 12 Draft Agenda TC Sept 14
2012 mtg.pdf, DRAFT APDI Budget 08-21-12 pdf, Draft March 27, 2012 Trustee Council
Meeting notes 03-28-12 pdf, Draft(2) PAC meet summary 7-9-12 pdf, FY13 Draft Workpian
8-21-12 pdf

Thank you again for your participation in the July 9™ PAC meeting this summer. We appreciate your time and review of
the program. As noted, the.Council will be having an in-person meetmg September 14" in the Glenn Olds Hall
Conference Room, on the Alaska Pacific University campus, 4210 University Drive, Anchorage.

We have previously forwarded much of the meeting materials. Attached are updates to those materials:

1. Updated Council meeting Agenda, which is substantially the same as previously distributed;

O 2. Updated APDI, which is substantially the same as reviewed at the PAC meeting;
3. Updated Workplan, which is also substantially the same as previously distributed. We are in the

process of reformatting this database-driven document to accommodate our on-going Programs so we
continue to work on format and presentation. Note that comments in the work plan for non-
programmatic continuing projects are from prior years. Comments for the Programs have been dated
to give a sense of context. »

4. GoAK Tsunami Debris Clean Up Pre-Proposal Letter: Chris Pallister of GoAK has submitted an update to

his marine debris work this summer and some suggestions for options to amend the project. It may be
best to request a specific amendment for review at a potential January or February 2013 meeting, in
advance of the 2013 field season.

5. PAC luly 9 Meeting summary.

6. Council March 27 Meeting notes.

We have moved to our new office space and are fully connected again, and our phone numbers will remain
the same. While we had access to email during our transition, our website and phones were down while IT.
worked to re-connect us. Thank you for your patience.

Please let us know if you have any questions or would like additional information.

Elise



Womag, Cherri G (EVOSTC)
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o FTOM: Womac, Chern G (EVOSTC)
Q ent: Thursday, August 23, 2012 9 17 AM
~To: "Kurt Eilo’
Subject: Sept 14 TC meeting ‘
Attachments: 8 21 12 Draft Agenda TC Sept 14 2012 mtg doc, Draft(2) PAC meet summary 7-9-12 pdf

Kurt: I've attached the Sept 14 TC agenda and July 9 PAC meeting summary for your convenience. This version of the
agenda indicates an estimated time for the PAC report. You can participate by teleconference or in person. If you are
unable to give the PAC report, please let Doug and me know.

Thank you, Cherri
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DRAFT 9/14/2012
Draft Motions for September 14, 2012 Trustee Council meeting

Agenda ltem 2: September 14, 2012 Agenda and March 27, 2012 Meeting Notes:
I move we approve the September 14, 2012 meeting agenda, revised as of September 6, 2012.
| move we approve the March 27, 2012 draft Trustee Council meeting notes.

Agenda Item 4: Koniag Conservation Easement

Agenda ltem 7: Executive Director’s Report

Shift in Council Funding Cycle:

I move we approve shifting the Trustee Council’s annual funding cycle from the federal fiscal year to a February 1
through January 31 cycle.

Reporting Policy Update:
I move we adopt the revised Reporting Policies, dated June 14, 2012.

Financial Policy Update:
I move we adopt the revised Financial Policies, dated June 19, 2012,

Investment Policy Update:
I move we adopt the revised Investment Policy, dated September 13, 2012.

Asset Allocation:
I move we approve the following Asset Allocation for the period October 1, 2012 through January 31, 2014:
Domestic Equities 47% +/- 7%, International Equities 23% +/- 7%, and Domestic Bonds 30% +/- 5%.

Agenda item 9: Public Advisory Committee Selections:
I move we approve the selection of the following individuais to the U.S. Secretary of the Interior for appointment

to the October 1, 2012 - September 30, 2014 term of the EVOS Trustee Council’s Public Advisory Committee:

Aquaculture/Maritime: Gary Fandrei, Kenai

Public at Large: Emilie Springer, Homer

Commercial Fishing: Steven Aberle, Anchorage

Recreational Users: Stacy Studebaker, Kodiak

Commercial Tourism: Amanda Bauer, Valdez
Science/Technical: John French, Seward
Conservation/Environmental: Kate McLaughlin, Chenega Bay
Sport Hunting and Fishing: Kurt Eilo

Native Landowners: David Totemoff, Tatilek

Subsistence: Patience Anderson Faulkner, Cordova

Agenda item 10: GoAK Marine Debris

Agenda Item 11: Annual Program Development and Implementation (APDI) Budget:

| move we approve $2,025,279 funding for the Annual Program Development and implementation Budget,
October 1, 2012 - January 31, 2014, project 13130100, revised as of August 21, 2012, This funding amount
includes GA.



Agenda Item 12: 2013 Work Plan:

Motion regarding Non-Program Continuing Projects

| move we approve funding of $2,325,009 for the Non-Program Continuing Projects identified in “Attachment B:
FY 2013 Workplan Funding Summary, revised as of September 6, 2012.” Funding is authorized for October 1,
2012 —September 30, 2013, with the exception of Anderson Project 12120115 and Pallister Project 12120116,
funding is authorized for October 1, 2012 — January 31, 2014. This funding amount includes GA.

Motion regarding Non-Program Continuing Project Amendment
I move we approve funding of $31,000 for Irvine Project Amendment 11100112B. Funding is authorized for
October 1, 2012 - January 31, 2014. This funding amount includes GA.

Motion regarding Long Term Monitoring Program
I move we approve funding of $2,614,026 for the Long-Term Monitoring Program 13120114. Funding is authorized
for February 1, 2013 — January 31, 2014. This funding amount inciudes GA.

Motion regarding Long-Term Herring Program
I move we approve funding of $1,240,529 for the Long-Term Herring Program 13120111. Funding is authorized
for February 1, 2013 - January 31, 2014. This funding amount includes GA.
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@ Resolutions to be emailed at a later date.
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DRAFT 9/13/2012

Exxon Valdez Qil Spill Trustee Council

4210 University Drive = Anchorage, AK 99508-4625 < 907 278 8012 = fax 807 2767178

AGENDA
EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
September 14, 2012,930am-300p m
Anchorage, Alaska

Trustee Council Members.

JEN SCHORR JAMES BALSIGER

Alternate for Attorney General Michael C Geraghty = Administrator, Alaska Region
Alaska Department of Law , National Marine Fisheries Service
U S Department of Commerce
LARRY HARTIG
Commissioner KIM ELTON
Alaska Department of Senior Advisor to the Secretary for
Environmental Conservation Alaska Affairs
Office of the Secretary
THOMAS BROOKOVER U S Department of the Intenior
Alternate for Commissioner Cora Campbell :
Alaska Department of Fish and Game STEVEN ZEMKE

Alternate for Forest Supervisor Terrt Marceron
Chugach National Forest
U.S Department of Agriculture

Meeting in Anchorage. USGS Alaska Pacific University Campus, Glenn Olds Hall Conference Room,
4210 University Drive
Teleconference number 800 3156338 Code 8205

State Chair:
1. Callto Order—930am
Federal Trustees State Trustees
U § Depariment of the Intenior Alaska Department of Fish and Game
U S Department of Agricuiture Alaska Department of Environmental Conservation

National Oceanic and Atmosphernic Administration Alaska Department of Law



DRAFT 9/13/2012

2. Consent Agenda
- Approval of Agenda*
- Approval of Meeting Notes*
March 27, 2012

3 Executive Session Habitat — 9 45 (25 min.) Joe Darnell, Counsel (via phone)
U S Dept of Interior Solicitor's Office

4 Koniag Conservation Easement* — 10 10 (15 min.) Joe Darnell, Counsel

5. Public comment — 1025 (3 minutes per‘person)

6 PAC Chairperson Report — 10°40 (70 min.) | Kurt Eilo, PAC Chair

7 Executive Director’'s Report — 10 50 (40 min.) Elise Hsieh, EVOSTC Executive Director

Shift in Council funding cycle*
Minor Revisions to Reporting and Financial Policies*
Updated Investment Policy*
Asset Allocation* Bob Mitchell, ADOR
Mike O’Leary, Callan Assoc

8. Executive Session Executive Director review and PAC nominees — 11 20 (20 min.)

9 Public Advisory Committee selections* — 11 40 (15 min.)Doug Mutter, US DOI
Designated Federal Officer

Lunch— 11 55-1 00 p.m Trustees and EVOS staff — Grace Hall

10 GoAK Marine Debris, PJ 12120116 1 00 (25 min.) **Elaine Busse Floyd
Alaska Dept of Environmental Conservation
Chris Pallister
Gulf of Alaska Keeper
Tim Vestra
Advanced Technologies, Inc (ATI)

11.  'Draft Annual Program Development and Elise Hsieh

implementation (APDI) Budget* — 1.25 (156 min ) Linda Kilbourne, EVOSTC Admin Mgr
12.  Draft FFY 2013 Work Plan* — 1 40 (25 min.) Catherine Boerner

- Continuing Projects EVOSTC Science Coordinator

- Long-Term Programs



DRAFT 9/13/2012
Adjourn-by 300 p m

* Indicates potential action items
** Added at Commussioner Hartig’s request, presentation regarding tsunami marine debris
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Draft 4/9/2012

® Exxon Valdez Oil Spill Trustee Council

441 W, 5" Ave., Suite 500 * Anchorage, AK 99501-2340 « 907 278 8012 « fax 907 276 7178

TRUSTEE COUNCIL MEETING NOTES
Anchorage, Alaska
March 27, 2012

Chaired by: Steven Zemke
Trustee Council Member

Trustee Council Members Present:

» Steven Zemke, USFS * Jennifer Schorr, ADOL ***
Kim Elton, USDOI )(Ll'om Brookover, ADF&G **
James Balsiger, NOAA Larry Hartig, ADEC

. « Chair

Steven Zemke alternate for USFS
** Tom Brookover alternate for Cora Campbell
*** Jennifer Schorr alternate for Michael Geraghty

The meeting convened by teleconference at 9:30 a.m., March 27, 2012 in Anchorage at
the EVOSTC Conference Room.

1. Approval of the Agenda

APPROVED MOTION: Motion to approve the March 27, 2012 agenda.
Motion by Balsiger, second by Schorr

2. Approval of February 1, 2012 meeting notes

APPROVED MOTION: Motion to approve the February 1, 2012 meeting
notes as prepared.

Motion by Brookover, second by Balsiger

Public comment opened at 9:35 a.m.

. No public comments were made.
Federal Trustees State Trustees
U.S. Department of the Interior Alaska Department of Fish and Game

U.S. Department of Agriculture Alaska Department of Environmental Conservation
National Oceanic and Atmospheric Administration Alaska Department of Law



Public comment closed at 9:37 am
Suspend vote on Callan Associates
MOTION TO SUSPEND VOTE: Motion to suspend vote until ADF&G Trustee
Alternate Tom Brookover returns to the meetlng
Return to Public Comment :

Motion by Balsiger

Off the record" 1020 a m.
On the record: 10:30 a m.

3. Callan Associates Services Confract

APPROVED MOTION- Motion we authorize the EVOSTC Executive
Director to enter into a contract with Callan
Associates in the amount of $11,990, which
includes applicable GA, for investment advisor
services to serve as an independent investment
adviser to the Investment Working Group. In
addition, $2,725, which includes applicable GA, for
travel costs for a total of $14,715 added to the
EVOSTC Administrative Budget contingent on the
majority agreement of the Investment Working
Group at their April meeting.

Motion by Hartig, second by Brookover

4 Port Graham Hatchery/Cook Inlet Aquaculture Association

APPROVED MOTION- We have no objections to the Cook Inlet
' Aquaculture Association’s purchase of the Port
Graham Hatchery

Motion by Schorr, second by Brookover

5 Seward Vessel Wash Down PJ 12120115

APPROVED MOTION: Motion to approve delegating the assignment of an
agency project manager to the Executive Director
! o for Project 12120115, the Vessel Wash Down and
Wastewater Facility at the Seward Marine Industrial
Center.

Motion by Hartig, second by Schorr



6. EVOSTC Lease/Moving Expenses

APPROVED MOTION-

7 Port Graham Parcel PTG 01

APPROVED MOTION

8 Adjourn

Off the record 10:50 a.m.

Motion to authorize the EVOSTC Executive
Director to enter into negotiations in a formalized
agreement with the United States Geological
Survey for leased office space, in an amount not to
exceed $14,500, through September 30, 2012.
The Council does not need to authorize any new
funds for the office space, since funding for office
space has already been provided in the 12120100
Administrative Budget. The formalized agreement
may not exceed five years, with an option to renew,
and shall include cancellation rnights with 120 days
notice in writing after the five years.

In order to relocate the office, | move we approve
Resolution 12-04 authorizing $12,000 in additional
funds, which includes applicable GA, for Project
12120100 EVOSTC Administrative Budget —
relocation expenses.

Motion by Schorr, second by Balsiger

Motion to approve Resolution 12-03 reauthorizing
the funds remaining from Resolution 08-06, plus an
additional $7,085, which includes applicable GA, to
the Department of Interior, National Park Service
for due diligence activities for Port Graham Parcel
PTG 01.

Motion by Brookover, second by Balsiger

Motion to adjourn

Motion by Balsiger, second by Schorr
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& Meeting Summary DRAFT

A. GROUP: Exxon Valdez Oil Spill (EVOS) Public Advisory Committee (PAC)
- B.DATE/TIME:  July 26,2011
C.LOCATION: Anchorage, Alaska (teleconference)

D. MEMBERS IN ATTENDANCE: (T = via teleconference)

~ E.NOT PRESENT:'

Name Principal Interest

‘Torie Baker (T) Commercial Fishing

Amanda Bauer (T) Commercial Tourism

Jason Brune (T) Public-at-Large

Kurt Eilo Sport Hunting/Fishing, PAC Chair
Gary Fandrei (T) Aquaculture/Mariculture )
Patience Andersen Faulkner (T) Subsistence, PAC Vice-chair
John French (T) Science/Technical

Stacy Studebaker (T) Recreation Users

Principal Interest

Name
Jennifer Gibbins , Conservation/Environmental
David Totemoff Native Landowner -
F. OTHER PARTICIPANTS:
Name Organization
Elise Hsieh (T) Executive Director, Trustee Council
Doug Mutter Designated Federal Official, Department of the Interior
Cherri Womac _ Trustee Council Staff
Linda Kilbourne Trustee Council Staff
Catherine Boerner (T) Trustee Council Contractor
Carrie Holba (T) Alaska Resources Library & Information Services (ARLIS)
Barat LaPorte (T) Patton Boggs
Pete Hagen (T) National Oceanic and Atmospherlc Admmlstratlon (NOAA)
Kris Holderied (T) NOAA
Dede Bohn (T) U.S. Geological Survey (USGS)
Veronica Varela (T) U.S. Fish and Wildlife Service (FWS)
Samantha Carroll (T) Alaska Department of Natural Resources (ADNR)
Molly McCammon (T) Alaska Ocean Observing System (ACOS)
H. SUMMARY:
At 10:02 a.m. Kurt Eilo, PAC Chair, opened the meeting. Doug Mutter, Designated Federal
O Official, took roil call of PAC members (a quorum was present). The meeting participants
introduced themselves. : :
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The April 13,2011, PAC meeting summary was approved. There were no modifications proposed
for today’s agenda. P

The floor was open for public comment. Molly McCammon and Kris Holderied spoke in support
of the use of the firm Axiom as a subcontractor for managing data under the Herring and Long-
Term Monitoring (LTM) proposals, and emphasized the ongoing collaboration activities. Any .
past-due reports have all been submitted. Both said they appreciated the work the PAC members
have done in reviewing proposals.

Elise Hsieh provided the Executive Director’s report. The next Trustee council meeting is set for
September 15, later than anticipated due to scheduling issues. She reviewed the action items on

" the Trustee Council’s agenda. She noted that the budget was being pared down and they are
starting to posmon agency and Trustee Council staff for the long-term program. There are several
updates and revisions to FY 2012 proposals in response to questions from the PAC, Science Panel,
and Trustee Council staff--Principal Investigators have been responsive.

Hsieh reviewed the proposed FY2012 budget. Staffare réviewing past expenditures and annual
reports to update the overall status of funds and work to date. She summarized various
modifications to budget elements. The PAC budget has been reduced due to fewer in-person

~ meetings. She also noted that Trustee Council policies and procedures will require modification to
adjust to the long-term program.

Hsieh pointed out that Carrie Holba would be working half-time on archiving records at EVOS
starting this fall. Stacy Studebaker raised concern about reducing the efforts to maintain.the 20-
plus years of information and data at ARLIS.' Hsieh said that ARLIS did not maintain “data®
(other projects will address the historical data questions) and that Holba would still work part-time
at ARLIS. Holba said she was discussing with Federal and State archivists, how to handle official
EVOS historical records. She noted that the Trustee Council would remain a “Founders”
supportlng member of ARLIS this year. - ~

It was moved by Patience Anderson F aulkner, second by Studebaker, that the PAC supports &he
fiscal year 2012 EVOS budget, as presented. There were no objections.

Hsieh and Catherine Boerner explained the updates and revisions'to several projects proposed for
the FY 2012 Work Plan:

O Community-based Marine Debris Program--Discussions with Alaska Geographic and the -
Chugach School district have taken place. The Alaska SeaLife Center is looking into
providing an interactive exhibit.

'@ PWS Harbor Cleanup Project—-A revised proposal with ﬁmds leveraged has reduced the
cost of this effort, which will be managed by NOAA staff. Studebaker raised a concern
about the details of the effort, it is not clear what will be done and where. John French
mentioned the need to coordinate this with the U.S. Coast Guard clean harbors program.
Eilo stated that he supported the cleanup of harbors. Boerner said the details of the project
would not be clear until 2013, after groundwork to determine exact needs. The only
changes to the project are a reduced budget, The PAC agreed that Eilo would present an
oral summary of the concerns of the PAC at the upcoming Trustee Council meeting, stating

. that: While there are merits to the cleanup of harbors, the Trustee Council should
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proceed with caution, as there are few details at this time explaining what this project
will accomplish.

L Vessel Wash-down and Wastewater Recycling Facility--outstanding legal issues have been
resolved and Trustee Council questions have been answered.

lJd PWS Herring Research and Monitoring Program--The Science Panel said the response to
their concerns and further coordination was good. The Alaska Department of Fish and
Game will partially fund a herring liaison position. Improved modeling techniques will be
included as a separate project (PI is Branch). Torie Baker stated that this type of effort is
what is needed to help resource managers in their decision-making. It was moved by
French, second by Anderson Faulkner, that the PAC concurs with the Science Panel
recommendation to fund the Branch modeling project. There were no objections.
LTM Marine conditions and Injured Resources and Services--Lingering oil projects
(Ballachey and Carls) will be included in the LTM program.

Hsieh and Boerner reviewed the situation with the data management element of the long-term
program (especially for the LTM and Herring projects). Issues raised by the Science Panel,
Trustee Council staff, and the PAC called for additional work and collaboration to assist with
establishment of a data management system that includes accessible scientific data as well as
public information. In response, the National Center for Ecological Analysis and Synthesis
(NCEAS) submitted a proposal to work with Axiom (a subcontractor to AQOS), and the Woods
Hole Oceanographic Institution also submitted a proposal. Elements of both options were
reviewed and discussed. Data management generally consumes about 30% of a research program
budget, the costs for including one of these options for assistance remain within that range.

Hsieh stated she had not made a recommendation to the Trustee Council, her role is to bring
options for their consideration. She plans for the EVOS data to be open and available to the public
via more than one venue. French noted that he had no problem with either NCEAS or Woods
Hole—he questioned Axiom’s role and staying power. McCammon said that Axiom would be a
subcontractor to AOOS, had been doing cutting edge work, and was committed to the project—
they have a 4-year contract. She also stated that the AOOS Board was committed to the project.
French said he supported the NCEAS and Axiom collaboration. Eilo summed the PAC interest in
the Trustee Council investing in and implementing a solid data management, synthesis, and public
access system.

Eilo asked about the purchase of the Poore parcel on the Kenai River. Jason Brune stated that he
was opposed to any new habitat acquisitions. Samantha Carroll noted that such purchases have
been river frontage, sloughs, riparian habitat and tidelands. This parcel has river front and salmon
rearing habitat. Eilo noted that this area is commonly referred to as “Eagle Rock™ and includes a
private boat launch-—it would be nice to have it better managed by the State. French moved,
second by Studebaker, that the PAC supports the purchase of the Poore parcel by the Trustee
Council for allowing public access to the Kenai River. Brune’s general objection was noted,
there were no other objections.

The meeting was adjourned at 12:07 p.m.,
L FOLLOW-UP:

1. Eilo will provide an oral PAC report to the Trustee Council at their next meeting.
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J. NEXT MEETINGS:

--Trustee Council (Anchorage on September 15, 2011)
K. ATTACHMENTS (handed out at the meeting):
1. None

L. CERTIFICATION:

PAC Chairperson

Date
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
FINANCIAL PROCEDURES

SETTLEMENT FUNDS

1. Joint Trust Funds. The Joint Trust Funds consist of all payments received or to be
received by the United States and the State of Alaska pursuant to the Agreement and
Consent Decree issued in United States v. Exxon Corporation, et al. (No. A91-082 CIV)
and State of Alaska v. Exxon Corporation, et al. (No. A91-083 CIV), including any
interest accrued thereon.

2. Investment Fund(s). Pursuant to Court Order and in accordance with the Terms
of the Memorandum of Agreement and Consent Decree, from December 1991 through
October 5, 2000, the Joint Trust Funds were placed in an interest-bearing account in the
Court Registry Investment System (CRIS) administered through the United States
District Court. The Governments sought and obtained Congressional approval to expand
options for investment of the settlement proceeds. Public Law 106-113, the Consolidated
Appropriations Act, 2000, was enacted November 29, 1999. Section 350 of H.R. 3423,
authorizes deposit of all or a portion of the Joint Trust Funds previously received, or to be
received, by the Governments in the Natural Resource Damage Assessment and
Restoration Fund or accounts outside the United States Treasury or both.

1

3. Investment Fund(s) Disbursement. Upon unanimous approval of the Trustee
Council, the Alaska Department of Law and the United States Department of Justice shall
be requested to notify the United States District Court for the District of Alaska. The
notification shall consist of legal documents required by the Court and documentation
demonstrating the unanimous agreement of the Trustee Council. Concurrently, the
Alaska Department of Law and the United States Department of Justice shall be
requested to provide the custodian(s) of the Investment Fund(s) with payment
instructions. When appropriate, interest earned on the federal and state accounts and/or
unobligated balances from prior years’ authorizations shall be subtracted from the
disbursement.

4. Authority to Spend. No obligations shall be incurred until such time as a Court
Order is entered by the United States District Court for the District of Alaska or a
notification is filed with the United States District Court for the District of Alaska and
any terms and conditions placed on the funding by the Trustee Council have been met.

5. Federal Account. In accordance with federal law, funds required for federal
project implementation are deposited in the Natural Resource Damage Assessment and
Restoration (NRDA&R) Fund managed by the Department of the Interior.

6. State Account. In accordance with state law, funds required for state project
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implementation are deposited in the Exxon Valdez Oil Spill Settlement Fund.
PROJECT AUTHORIZATION

1. General. Authorization to expend personal services, travel, contractual,
commodities, equipment and general administration funds shall be consistent with the
project budgets approved by the Trustee Council.

2. Fiscal Year. For Trustee Council approvals after September 2012, and ubnless
otherwise approved by the Trustee Council, the fiscal year begins on February 10etober
+ and ends on January 3 1September390. In the event the Trustee Council approves a
project with a different fiscal year, the fiscal year must be clearly stated in the approval
motion. In the event the Trustee Council approves, in a single approval motion, multiple
fiscal years of funding for a project, the project must be designated as a “multiple-year
project” in the approval motion and the fiscal year in which the funds will lapse must be
specified in the approval motion. In the event the Trustee Council approves a capital
project, the designation as a capital project must be clearly stated in the approval motion.

3. Adjustments between Projects. As long as an adjustment does not alter the
underlying scope or objectives of the affected projects, agencies have the authority to
move funds into or out of projects up to the cumulative amount of $10,000 or up to 10%
of the authorized level of funding for each affected project, whichever is less.
Justification and supporting documentation as to the reason for all such adjustments shall
be maintained by the agencies. All such adjustments must be reported to the Executive
Director in the Annual Financial Report. For further information regarding the Annual
Financial Report, refer to the Accounting section of these procedures.

4. Adjustments between Line Items. As long as an adjustment does not alter the
underlying scope or objectives of the project, agencies are authorized to move, within a
single project, budgeted funds between line items and may change detailed items of
expenditure to accommodate circumstances encountered during budget implementation.
Justification and supporting documentation as to the reason for all such adjustments must
be maintained by the agencies. All such adjustments must be reported to the Executive
Director in the Annual Financial Report. For further information regarding the Annual
Financial Report, refer to the Accounting section of these procedures.

5. Adjustments between Fiscal Years of a Multiple-year Project. As long as an
adjustment does not alter the underlying scope or objectives of the project, agencies are
authorized to carry forward budgeted funds to the subsequent fiscal year of a multiple-
year project. Justification and supporting documentation as to the reason for all such
adjustments must be maintained by the agencies. All such adjustments must be reported
to the Executive Director in the Annual Financial Report. For further information
regarding the Annual Financial Report, refer to the Accounting section of these
procedures.

6. Revisions. Trustee Council action is required to move amounts greater than that
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authorized in Section 3, above. Trustee Councﬂ action is also required if the adjustment
changes the scope or objectlves of a project, establishes a new project, or terminates an

. approved project before its scheduled completion. In the event the proposed adjustment
changes the scope or objectives of a project, establishes a new project, or terminates an
approved project before its scheduled completion, the public shall be given a reasonable
opportunity to review and comment on the proposed change pI‘lOI' to action of the Trustee
Counc11 ‘

7. Withholding of Funding Pending Deliverables. Ten percent (10%) of project
funding will be withheld by project managers until the following have been completed:
(a) the final report has completed peer review and format review-and has been accepted
by the Science Coordinator; (b) all print copies of the final report have been delivered to
the Alaska Resource Library and Information Service (ARLIS); (c) an electronic copy of
the final report has been delivered to the Trustee Council office; and (d) all project data
and metadata have been submitted to approved archives, in accordance with the Trustee
Council Data Policy. The Executive Director has the discretion to alter the due date on
deliverables, whether planned or for other grounds the Executive Director determines are
reasonable. The 10% withholding will apply to the final year of multi-year projects. No
further funding will be awarded proposers with tardy Trustee Council deliverables.

PROJECT COSTS

1. Direct Project Costs. Dlrect costs are those costs that can be identified with or linked
to a specific project.

2. Indirect Project Costs. Indirect costs are those costs that are incurred for common or
joint projects and therefore cannot be identified readily and specifically with a specific
project. In the case of governmental agencies, indirect costs are covered through a
general administration formula. The appropriate indirect rate for contractors shall be
approved on a case-by-case basis.

3. General Administration Formula. The general administration formula is used to
reimburse governmental agencies for indirect project costs incurred in implementing the
restoration program. The general administration formula is nine percent (9%) of each
project’s direct costs. General administration funds may be spent at the agency’s
discretion provided they are spent-on indirect costs incurred in implementing activities
funded by the Trustee Council. Agencies are entitled to one hundred percent (100%) of
their budgeted general administration funds regardless of how much of their budgeted
direct project funds have been expended.

4. Unallowable Costs. Restoration funds shall be used only for costs that directly
benefit Trustee Council approved projects with the exception of reimbursement of
general admmlstratmn (i.e., indirect) costs that are calculated in accordance with the
general administration formula :

5. Bonuses. Bonuses for personnel working on Trustee Council-funded activities are
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allowable costs. Agencies shall follow their standard operating procedures in
determining bonus awards. Bonuses shall be considered an indirect project cost and, if
awarded, shall be paid with general administration funds.

ACCOUNTING

1. General. It is the responélbxhty of agency personnel, Team Leads and certifying
officers to make certain that all actions are based on sound accounting and budgetary
practices.

2. Source Documentation. Adequate justification and supportmg documentation shall
be maintained for each project.

- 3. Appropriateness. Expendltures charged to a project shall be directly attributable to
or allocated to the project benefiting from the activity. Salaries and benefits may be
charged for the time an individual is working directly on a project, when supported by
time sheets and when work performed by such individuals is necessary to the project.

4. Reasonableness. Costs attributable to éproj ect shall be necessary and reasonable to
achieve the objectives of the project and be consistent with the policies and procedures
governing other activities of the agency.

s, Segregation. Accounts shall be propérly designed and maintained to ensure that
funds are expended in accordance with Trustee Council approval.

6. Expended (Qutlays). The term expended shall be defined as the actual outlay of
funds through the issuance of checks or warrants, the disbursement of cash, or the
electronic transfer of funds. The term expenditure shall be defined as the act of
expending.

7. Obligation (Encumbrances). The term obligation shall be defined as a commitment
to acquire goods or services'during the fiscal year or, for multiple-year projects, a
commitment to acquire goods or services prior to the project’s specified lapse date. The
term obligation shall also be used to accommodate contracts where the length of time for
completion of the service extends into the following fiscal year or, for a multiple-year
project, beyond the project’s specified lapse date. An obligation is a commitment to pay
and should not be considered an expenditure until the goods or services have been
received and the invoice paid. Funds approved for contracts in which the length of time
for completion of the service extends into the following fiscal year may be obligated at
year end or, for a multiplen-year project, prior to the project’s specified lapse date. As a
general rule, agencies shall have one year from a pro;ect’s spemﬁed 1apse date to satisfy
all oblngatlons

8. Reporting: Annual Financial Reports. By January 31 of each year, agencies shall

report to the Executive Director the total expended for each project, plus any valid
obligations relating to the fiscal year just ended. For Trustee Council-funded programs,
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agencies shall report to the Executive Director the total expended for the programs, plus
any valid obligations relating to the fiscal year just ended, by March 1 of each year. The -
report shall reflect the total amount authorized by line-item, any revisions approved by
the Trustee Council, any adjustments between projects, any adjustments between line-
items, and, for multiple-year projects, any adjustments between fiscal years.

LAPSE

1. General. Subject to the exceptlons noted in sections 2 and 3 below, the
unexpended and unobligated balance of a prolect shall lapse on the last day of the month
before the close of the fiscal year for which the project was approved. For example, for a
project with an October 1 — Sept. 30 period, the last day is Sept. 30; for a project with a
February 1 - January 31 period, January 31 is the close of the fiscal period. However, an

undisclosed obligation may be established and/or paid during the Close-Out Period.

2. Multiple-year Projects. The unexpended and unobhgated balance of a multiple-
year project shall be carried forward to the lapse date specified by the Trustee Council in
the project’s approval motion. If no specific date is specified, the unexpended and
unobligated balance shall lapse on the last day of the month before the close of the fiscal
year spec1ﬁed by the Trustee Council. See “General above.

3. Capital Projects. The uriexpended balance of a capital project shall be carried
forward for two subsequent fiscal years. At the end of the three-year period, the
unexpended and unobligated balance shall lapse. Trustee Council action is required to
extend the project lapse date beyond the three year period.

4. Close-out Period. For three months after the close of a fiscal year, agencies or
Team Leads may pay from funds an expense that was undisclosed during that fiscal year.
For example, for an October 1 fiscal year, éxpenses may be paid during the months of
October, November and December (through December 31) from the funds from the fiscal
year just ended on September 30. For a February 1 fiscal year, these may be paid during
February, March and April. In addition, agencies or Team Leads may establish
obligations to accommodate an expense that was undisclosed during that fiscal year. Any
such payments or obligations must be reported to the Executive Director in the Annual
Financial Report. For further information regarding the Annual Financial Report, refer to
the Accounting section of these procedures.

5. Expenses Discovered after the Close-out Period. Expenses discovered after the
Close-out Period (i.e., for an October 1 fiscal year, after December 31 and for a February
1 fiscal year, after April 30) may be charged to the subsequent year’s project budget if the
project has multiple years of funding and sufficient funds are available. In the event there
is no subsequent year!s project budget or in the event the agency or Team Lead
determines that insufficient funds are available to charge the expense to the subsequent
" year’s budget, authority to adjust a prior year Annual Financial Report is required.

During the six months after the Close-Out Period, authority to adjust a prior year Annual
Financial Report may be provided by the Executive Director. For example, for an
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October 1 fiscal year: January through June; for a February 1 fiscal year: May through
October. For expenses discovered after this six-month period, authority to adjust a prior
year Annual Financial Report may be provided by the Trustee Council.

EQUIPMENT

1. Definition. Equipment shall be defined as non-expendable items having an
estimated life of more than one year and a unit value greater than $1,000.

2. Title and Use. Equipment shall be used for the project for which it was acquired.

a. [Items with an original per unit cost of under $5,000 shall belong to the
acquiring agency. At the end of a project, if the equipment was purchased
by a contractor, the agency may, at its discretion and if agency
regulations allow, transfer the title to the contractor.

b. Items with an original per unit cost of $35,000 and over shall belong to the
acquiring agency on behalf of the Trustee Council. At the end of a
project that has equipment with an original per unit cost of $5,000 or
more, the Executive Director shall determine if the equipment item shall
be used for another Trustee Council project or if the 1tem shall remain
with the acquiring agency. If the equipment shall be used for another
Trustee Council project administered by an agency other than the
acquiring agency, the title for the equipment shall be transferred to the
agency administering the new project. If the equipment shall remain with
the acquiring agency, and it was purchased by a contractor, the agency
may, at its discretion and if agency regulations allow, transfer the title to
the contractor.

This section shall apply to all equipment purchased under the restoration program, for
projects already in progress or completed as well as for projects funded in the future.

3. Surplus. Equipment that belongs to the acquiring agency shall be surplused in
accordance with agency procedures.

4, Inventory. Property records shall be maintained in accordance with agency
procedures.

5. Repair, Maintenance and Safeguarding. The repair, maintenance and
safeguarding of equipment purchased with joint funds shall be accomplished in
accordance with agency procedures.

6. Disposal. Equipment that ceases to function shall be disposed of in accordance
with agency procedures.

7. Reporting. By December 31 of each year, agencies shall report all equipment with

an original per unit cost of $5,000 or more to the Executive Director. The report shall
include a description of the equipment (make and model), date the equipment was
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purchased, the purchase price, where the equipment is located and the condition of the
equipment. The report shall also identify the project that is using the equipment.

CONTRACTS

1. General. Agencies and Team Leads shall ensure that contracts for professional and
non-professional services are accomplished in accordance with the terms, conditions, and
specifications of the project approved by the Trustee Council and in accordance with
applicable Program policies, Federal and State laws.

2. Definitions. Professional services means contracts for professional, technical, or
consultant services that result in the production of a report or the completion of a task,
and includes analysis, evaluation, prediction, planning, or developing a recommendation.
Non-professional services means contracts for services that are primarily manual in
nature, and includes boat charters, printing, and other. Non-professional services
contracts usually provide a service rather than resulting i a product or report.

3. Named Recipient. In the event the Trustee Council determines that, in order to
carry out its mandate under the Memorandum of Agreement and Consent Decree, a
particular person or entity should implement all or a portion of a project through a state
Trustee agency, the Trustee Council may, by unanimous vote, name a contract recipient.
The approval motion shall include the reason for selecting the contract recipient. If the
contracting agency determines that an award to an entity different than that named by the
Trustee Council would better serve the program, the basis of that determination shall be
stated in writing to the Executive Director and forwarded to the Trustee Council for
approval.

4. Indirect Rates. The appropriate indirect rate for contractors shall be determined on
a project by project basis or through 2 memorandum of understanding with a contractor
that provides for a consistent rate and methodology.

5. Eguipment. Equipment purchased by the contractor shall remain the property of
the contracting agency unless other conditions prevail. See section on Equipment, Title
and Use, for specific details.

6. Special Considerations. All notes and other data developed by the contractor shall
be subject to the Trustee Council’s Data Policy.
GRANTS
1. General. Grants may be used as a procurement mechanism, but only to the extent
they are permitted under existing state and federal laws. Federal Trustee agencies were

given grant authority specific to the Trustee Council’s program under Public Law 106-
113 (1999).
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AUDITS
1. General. The purpose of an audit is to ensure public trust and accountaﬁility
regarding the use of settlement funds. An audit provides credibility to the information
reported by or obtained from management by independently acquiring and evaluating the
evidence. ‘

2. Definition. The term audit includes both financial and performance audits.

3. Readiness. When an agency or Council-funded Program receives funding from the

Trustee Council, the agency assumes certain responsibilities with respect to those funds.

These include ensuring that source documentation is organized and available for review,
internal controls are documented and individuals knowledgeable about the pro; ects are
available to answer questions.

4. Contracts. Contractors who receive funding for professional or non-professional
services are not automatically subject to an annual audit. However, this does not
preclude the Trustee Council or the agency or Program from making a determination that-
an audit is required in addition to an agency or Program’s review of expenditure
documentation and work produced by a contractor.

5. State and Federal Audits. Each Federal agency and the State of Alaska have audit
functions. In the event an audit is performed on a Trustee Council- funded activity, a
copy of the audit shall be provided to the Executive Director. :

6. External Audits. All external audits shall be conducted in accordance with
Governmental Auditing Standards. In addition, the firm and the staff assigned to conduct
the audit shall be independent of the Trustee Council, the funding agencies, the Alaska
Department of Revenue, the Court Registry Investment System, Exxon Corporation,

Exxon Shipping Company and Exxon Pipeline Company.
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APPENDIX A: FEDERAL INTERNAL PROCEDURES
' NATURAL RESOURCE DAMAGE ASSESSMENT AND RESTORATION FUND

1. Segregatmn All principal and interest shall be accounted for separately by the
Department of the Interior, Office of the Secretary Each disbursement shall be assigned
an appropriate account, sub-activity and/or project number when deposited to the.
aggregate Natural Resource Damage Assessment and Restoration Fund within the
Federal Reserve Bank. Confirmation of the deposit shall be provided to the Treasury
Department, which reconciles the deposit with the Federal Reserve Bank. .

2. Investnents. By law, the funds may only be invested in Treasury Securities and all
ownership is maintained in the'name of the Natural Resource Damage Assessment and
Restoration Fund. Based on an estimate of cash flow requirements, the Department of
the Interior, Office of the Secretary generates instructions for investment and forwards
* the instructions to the National Business Center. The National Business Center develops
and submits an Investment Confirmation Letter that indicates which account investments
are being purchased the scheduled maturity dates and the investment type(s) to the
Department of Treasury, which purchases the securities. At maturity, interest income is
paid directly to the account.

3. Reports. The Department of the Interior shall report interest income to the
Executive Director annually, at a minimum. If requested by the Executive Director,
. disbursements to the federal agencies shall be reported to the Executive Director. By
March 31 of each year, the Department of Interior shall report to the Executive Director-
all lapsed funds returned to the Natural Resource Damage Assessment and Restoration
Fund by the federal agencies.

AUTHORIZATION

1. General. Congresé permanently appropriated funding approved by the Trustee
Council in Section 207 of Public Law 102-227. However, all authorization is subject to
compliance with any terms and conditions imposed by the Trustee Council.

2. Budget and Reports. Under Section 207, agencies are required to comply with
directions published by the Federal Office of Management and Budget. This includes
submitting a budget for the upcoming fiscal yea;r and documentation associated with the
current and prior fiscal year.

3. Obligation Authority. Prior to the obligation of any funds, agencies must first
complete the allocation process required by their respective budget offices to establish
codes for each project. The allocation process provides the authonty, amount of funding -
and the guidance with which to obligate ﬁmds

4. Instructions for Transfer. Federal agencies are required to submit-an annual cash
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flow plan to the United States Department of the Interior, Office of the Secretary, Natural
Resource Damage Assessment and Restoration Office, and instructions regarding the
transfer of settlement funds. The instructions shall specify the purpose of the transfer,
which account the funds are to be transferred to, and an estimate of cash flow
requirements. Unless the transfer represents a one-time payment, the cash flow estimate
shall be structured on a quarterly basis. Any change in cash flow requirements that
occurs during the fiscal year shall be communicated to the United States Department of
the Interior, Office of the Secretary, Natural Resource Damage Assessment and
Restoration Office, in writing. A change is defined as a decrease in the cash flow
requirement due to an unanticipated delay in a project or an increase in the cash flow
requirement due to an unanticipated change in the schedule, or subsequent Trustee
Council action.

5. Fund Transfers. The vehicle used for transfers is a SF1151, a non-expenditure
transfer. The SF1151 is initiated, prepared, and approved by the Natural Resource
Damage Assessment & Restoration Office, Office of the Secretary and then sent to
Treasury where the funds are transferred within the Treasury system.

6. Return of Unobligated Balances. On March 15 of each year, federal agencies
must return to the Natural Resource Damage Assessment and Restoration Fund the
unobligated balance for the fiscal year just ended. Concurrently, the agencies must return
any recovery of prior year obligations. Agencies are required to submit to the United
States Department of the Interior, Office of the Secretary, Natural Resource Damage
Assessment and Restoration Office, a report reflecting the total unobligated balance for
the fiscal year just ended and the amount of funding recovered from prior year
obligations. The report submitted must also indicate the date the agency intends to return
the funds. The vehicle used for transfers is a SF1151, non-expenditure transfer. The
Department of the Interior shall report the total unobligated balance for the fiscal year
just ended and the amount of funding recovered from prior year obligations to the
Executive Director by March 31 of each year.
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@ APPENDIX B: STATE INTERNAL PROCEDURES

EXXON VALDEZ OIL SPILL SETTLEMENT FUND

i

1. Segregation. All principal and interest shall be accounted for separately by the
Alaska Department of Revenue, Division of Treasury. - Each disbursement shall be
deposited in a Department of Law sub-account, Exxon Valdez Oil Spill Settlement Fund.
Confirmation of the deposit shall be provided by the bank to the ‘Alaska. Department of
Revenue.

2. Investments. The Alaska Department of Revenue, Division of Treasury shall
calculate the daily income amount and provide for daily compounding (including
weekends and holidays). The income shall be credited to the fund and posted in the

- Alaska State Accounting System on a monthly basis.

3. Reports. The Alaska Department of Revenue, Division of Treasury shall report
income earned to the Executive Director on a monthly basis.

AUTHORIZATION

1. General. Pursuant to Alaska Statute 37.14.405(a), a state agency may not expend
money received from the trust unless the expenditure is in accordance with an
appropriation made by law. However, prior to the expenditure of funds, Trustee Council

Q approval must be obtained, the notice filed, any terms and conditions placed on the
h funding by the Trustee Council met, and the funds transferred from the Investment Fund
to the Exxon Valdez Oil Spill Settlement Fund, if necessary.

2. Budget and Reports. To meet the requirements of Alaska Statute 37.14.415,
agencies are required to comply with directions published by the State Office of
Management and Budget, Division of Budget Review. Alaska Statute 37.14.415 states:
The state trustees shall

- a. submit to the governor and the legislature by December 15 of each year a report
setting out, for each object or purpose of expenditure, the amounts approved for
expenditure from the trust during the preceding fiscal year and the amounts

+ actually expended during the preceding fiscal year;

" b. prepare and submit, under AS 37.07, a budget for the next fiscal year setting out,
for each object or purpose of expenditure, the Trustees’ estimate of the amounts
that are, during the next fiscal year, to be funded by the trust and expended by

, state agencies; and
c. prepare and submit to the legislature, at the same time the budget for state agency
expenditures is submitted under (b) of this section, a proposal setting out, for
each object or purpose of expenditure, the trustees’ estimate of the amounts that
are to be funded by the trust in the next fiscal year and that are not included in
the budget submitted under (2) of thls section.

O 3. Legislative Budget and Audit Committee. Alaska Statute 37.14.405(b) allows
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agencies to meet the requirements of an appropriation conditioned on compliance with ‘
the program review provisions of AS 37.07.080(h). In accordance with the procedures of |
the Alaska Office of Management and Budget (OMB), agencies are required to submit a
request to OMB for transmittal to the Legislative Budget and Audit Committee.

4. Expenditure Authority. Authorization to receive and expend shall be recorded in
the Alaska State Accounting System within the Exxon Valdez Oil Spill Settlement Fund.
Following legislative action, OMB will record the authorization by approving an
Authorized Budget Transaction (AB). ’
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Exxon Valdez Oil Spill Trustee Council
Procedures for the Preparation and Distribution of Reports
Adopted: February 1, 2012

INTRODUCTION

These Procedures for the Preparation and Distribution of Reports provide instructions
regarding the preparation, peer review, printing and distribution of reports for projects
funded by the Exxon Valdez Oil Spill Trustee Council. Trustee Council-funded projects
are required to submit quarterly, annual and final reports. Projects working within a
Trustee Council-funded Program are required to submit semi-annual, annual and final
reports. This document does not address Natural Resource Damage Assessment (NRDA)
studies and reports, as this series has been completed.

Unless otherwise specified by the Trustee Council Office, each project funded by the
Trustee Council shall produce a final report that has been subjected to the Trustee
Council’s peer review process or approval of peer review, for projects within a Trustee
Council-funded Program. In the case of multi-year projects, an annual report shall also
be prepared each year until the project is completed, at which time a final report shall be
prepared. The Trustee Council encourages principal investigators to publish the results of
their work in peer-reviewed journals. Subject to the approval of the Trustee Council
Office and on a project-by-project basis, journal articles or manuscripts may be used to
fulfill requirements for the preparation of final reports. (See Use of Manuscripts for Final
Report Writing, Section C, page 7.)

These Procedures for the Preparation and Distribution of Reports update and supersede
earlier versions of this document and should be read together with the report writing
guidelines published by the Journal of Wildlife Management:

Block, W.M., F.R. Thompson, D. Hanseder, A. Cox, and A. Knipps. 2011.
Journal of Wildlife Management Guidelines.
http://joomla.wildlife.org/documents/JWMguidelines2011.pdf

To the extent that there are any inconsistencies between these Procedures for the
Preparation and Distribution of Reports and the guidance provided by Block, et al.
(2011), the instructions provided in these Procedures shall be followed.

Project Numbers: For purposes of identification each project is assigned a unique
number. The project number that appears on the final report will be the number of the
final year of funding. Over time the Trustee Council’s project numbering system has
evolved to meet the changing needs of the Restoration Program. Project numbers now
have eight digits: the first two digits designate the current funding year, the second two
digits represent the year the initial funding was authorized by the Trustee Council, and
the last four digits are the project identification number.

EVOSTC Report Procedures 1
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For example, for project number 10071234:
10071234 indicates the project received funding in 2010
10071234 indicates the project was initially funded by the Council in 2007

10071234 can be cross-referenced with projects from other funding years such as
071234, 081234, etc.

The eight-digit system began in 2010; previous numbering conventions include:
(/ '
e Natural Resource Damage Assessment (NRDA) studies are designated by alpha-
- numeric study numbers (e.g., MM6 for “Marine Mammal Study 6” or FS2 for
“Fish/Shellfish Study 2”).

o Restoration proj ects and Gulf Ecosystem Monitoring and Research Progfam (GEM)
projects funded between FY 1993 and FY 2002 have five-digit project numbers (e.g.,
95225). The first two digits identify the fiscal year in which the project was funded;
the last three digits provide a specific project identifier.

o Projects funded between FY 2003 and FY2009 have six-digit project numbers. The
first two digits identify the fiscal year in which the prOJect was funded the last four
digits provide a specific project identifier.

" FINAL REPORTS

L. Preparation: Fﬁnal Reports

A. Final Report Format — Authors shall follow the format set out below to
prepare final reports. Reports shall meet normal scientific standards of
completeness and detail that permit an independent scientific reader to evaluate
the reliability and validity of the methods, data and analyses.

1. Report Cover — The report shall have a front and back cover of quality -
‘cove; stock. To ensure consistent appearance, the color shall be
goldenrod. An example of a final report cover is provided. (See
~Attachment A.) A final report-cover shall:
a. identify the report, using the appropriate series title, for example:
i.  Exxon Valdez Oil Spill Restoration Project Final Report, or

"{i. Exxon Valdez Long-Term Monitoring Program, or

1il. Eb\con Valdez Long-Term Herring Program, or

EVOSTC Report Procedures k 2
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iv. Exxon Valdez Oil Spill Gulf Ecosystem Monitoring and Research
Project Final Report, or

v. other series that may be designated by the Trustee Council;
provide the report title;
include the project identification number;
identify the author(s) with appropriate affiliation(s);
include the date (month and year) of publication; and

include the following non-discrimination statement toward the bottom
of the page on the inside front cover:

“The Exxon Valdez Oil Spill Trustee Council administers all programs and
activities free from discrimination based on race, color, national origin, age,
sex, religion, marital status, pregnancy, parenthood, or disability. The
Council administers all programs and activities in compliance with Title VI
of the Civil Rights Act of 1964, Section 504 of the Rehabilitation Act of
1973, Title II of the Americans with Disabilities Act of 1990, the Age
Discrimination Act of 1975, and Title IX of the Education Amendments of
1972. If you believe you have been discriminated against in any program,
activity, or facility, or if you desire further information, please write to:
EVOS Trustee Council, 441 West 5% Avenue, Suite 500, Anchorage, Alaska
99501-2340, or dfg.evos.restoration@alaska.gov; or O.E.O. U.S.
Department of the Interior, Washington D.C. 20240.”

Title Page — The Title Page of the report shall immediately follow the
report cover page on white bond paper and be identical in content and
format to the front of the report cover page. (See Attachment A.)

Study History, Abstract, Key Words, Project Data and Citation —

Following the Title Page, the report shall include, on not more than two
pages: a study history; an abstract; key words; summary of data gathered
during the project; and a recommended citation for the final report. (See
Attachment A.)

a.

Study History — A brief study history shall include reference to any
prior project numbers; changes in the title of the project or report over
time; annual reports or other reports which contributed to the final
report; and citation of publications that have preceded publication of
the final report. If the final report includes information regarding
related projects or synthesis, the study history should reference this
information.

Abstract — An abstract, with a maximum length of 200 words, shall
enable readers to quickly identify the basic content of the report,
determine its relevance to their interests and thus decide whether to

EVOSTC Report Procedures 3
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read the document in its entirety. If the final report consists of several
chapters or manuscripts, the abstract shall summarize the entire
report. (See Use of Manuscripts for Report Writing, Section C, page
7.) Do not use abbreviations or acronyms in the abstract. This
abstract is submitted by ARLIS to the National Technical Information
System. ‘ E

c. Key Words — A short list of key words (up to 12 in alphabetical order)
shall be provided. Include words from the title and others that
identify:

i. common and scientific names of principal organisms, if any;
ii. geographic area or region;
iii. phenomeéna and entities studies (e.g., behavior, reproduction);

iv. methods (only if the report describes a new or improved method);
' and \

v. other words not covered above but useful for indexing.

d. Project Data— A summary of the data collected during the project
shall be provided in order to preserve the opportunity for other
researchers and the public to access this data in the future. The
summary shall:

i. describe the‘data;
ii. indicate the format of the available data collections;

iii. identify the archive in‘which the data have been stored or the
_custodian of the data (including contact name, organization,
address, phone/fax, e-mail, and web -address where data may be
acquired); and

iv. indicate any access limitations placed on the data. Limiting
access requires written pre-approval by-the Trustee Council
Office.

e. Citation — A recommended citation for the final report shall be
provided. See Attachment A for the correct citation format.

4, Table of Contents, including Lists of Tables, Figures and Appendices.

5. Executive Summary — The executive summary shall:

a. consolidate principal points of the report in one pléce and provide
- enough detail for the reader to understand the significance of the
report without having to read it in full;
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b. Dbe written so that it can be understood independently of the report
(i.e., it must not refer to figures, tables or references contained
elsewhere and all acronyms, uncommon symbols, and abbreviations
must be spelled out);

c. notexceed four‘single-épaced pages;

d. concisely state the objectives, methods, results and conclusions of the
report and reference any related projects or synthesis; and

e. be orgamzed in the same manner as the report it summarizes.

6. Introduction — The 1ntroduct10n shall and reference any related projects or
synthesis, where appropriate, and: -

a. clearly present the nature and scope of the problem investigated,
including the general area in which field activities were conducted;
and ”

b. review pertinent literature, state the method(s) of investigation and"
briefly state principal results.

7. Obijectives — The statement of objectives shall be the same as the
-objectives identified in the approved proposal. If the objectives have
changed descrlbe what has changed and why

8\. Methods — The discussion of methods shall include a clear description of
the study area. To the extent the methodology differs from that descrlbed
in the proposal; explain the reason for the deviation. ‘

9. Results — The presentation of results shall prov1de an objective and clear
presentatlon of the data collected.:

10. Discussion — The discussion section shall:

a. interpret the study results and explore the meaning and significance of
the findings, including alternative interpretations of the results;

b. discuss whether the study hypotheses are upheld or disproven;‘
c. note where there are unanswered questions; and

d. where appropriate, cite relevant findings from other Exxon Valdez oil
spill restoration studies, including published literature.

11. Conclusions — This shall be a brief, clear statement of the conclusions that
' are apparent from the discussion. Major unanswered questions shall be
identified.

EVOSTC Report Procedures 5
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12. Acknowledgments |

13. Literature Cited

14. Other References — If there is a need to list references other than the
literature cited (e.g., personal communications), these references shall be
identified in this section.

B. Techmical Format — The following guidelines shall help provide consistent
formatting: i

1. Word Processing Conventions

a. Standard Seﬁ‘zngs

Line
Line spacing: single ‘
Hyphenation: off (i.e., do not hyphenate at right
f ‘ margin)
' Justification: left (i.e., do not right-justify margins)
Margins: 1 inch at top, bottom
1 inch left, right
Tabs: " every 0.5"
Widow Protection: -'yes
| : Page
~ Page numbering:  'bottom center
Header: none
. Font
Times: ' 12 point

Note. If Times is not available, some other serif font shall be
used (e.g., Palatino, Bookman or New Century
Schoolbook).

b. Literature Citations — In the Literature Cited section, start each
citation with a hanging indent as shown below:

- Byrd, G.V,, D. Gibson, and D.L. Johnson. 1974. The birds of
. Adak Island, Alaska. Condor 76:288-300.

2. Othe; Conventions

a. Italics — Use italics, rather than underliﬁing,‘for Latin names and for
Exxon Valdez

b. . Paper — - Use good quality white paper 8.5 x 11” (215 X 280mm) or
metric size A4.

EVOSTC Report Procedures \ 6
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c. Terms for oil spill — When referring to the oil spill that occurred
because the Exxon Valdez ran aground, use Exxon Valdez oil spill.
After the first mention of the Exxon Valdez oil spill, refer to it simply
as the spill.

d. Acronyms — Clearly define any acronyms. Avoid the use of acronyms
completely in the Abstract and Executive Summary.

e. Terms — Use the terms "damages" and "injury" as defined by CERCLA
regulations (See 43 CFR 11.14):

i. “Damages” means the amount of money sought by the natural
resource trustee as compensation for injury, destruction or loss of
natural resources.

ii. “Injury” means a measurable adverse change, either long or short-
term, in the chemical or physical quality or the viability of a
natural resource resulting either directly or indirectly from
exposure to a discharge of oil. Injury encompasses the phrases
"destruction" and "loss."

iii. “Destruction” means the total and irreversible loss of a natural
resource.

iv. “Loss” means a measurable adverse reduction of a chemical or
physical quality or viability of a natural resource.

C. Use of Manuscripts for Final Report Writing — The Trustee Council
encourages principal investigators to publish the results of their work in peer-
reviewed journals. With the written approval of the Trustee Council’s Science
Coordinator, and on a project-by-project basis, manuscripts or journal articles
may be used to satisfy project final report writing requirements. When a
manuscript is used to fulfill report requirements, it is strongly preferred that the
manuscript be in draft form before it has been submitted to a journal to allow
duplication without violation of copyright or publication rights. (See Copyright
and Publication Rights, Section 4, page 8.)

1. Authority to Use Manuscripts — Principal investigators shall contact the
Science Coordinator to request written approval to use a manuscript(s) as
the body of a final report.

2. Objectives — Because final reports are the primary and permanent record of
how Trustee Council funds have been spent and what has been
accomplished with those funds, it is necessary that these reports address all
of the objectives for which the Trustee Council has provided funds.

a. If all of the project’s objectives are completely described within one or
more manuscripts being prepared for publication, a copy of the
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manuscript(s) may be submitted as the entire body of the report. (See
Standard Format requirements, Section 3, page 8.)

b. Ifaproject’s objectives are not all described completely within one or
more manuscripts, the manuscript(s) may serve as a portion of the
report. For example, if only two of five project objectives are
addressed in a manuscript, the report shall include — in addition to the
manuscript — information on the three objectives not covered in the
manuscript. The two objectives covered by the manuscript shall be
referenced in the report as appropriate (e.g., in the Methods and
Results sections) and substantially integrated into the Discussion
section, where there shall be an overall discussion of the project. In
such cases, the combination of the manuscript and additional report
material shall present an organized, integrated and complete account of
project activities and results.

Standard Format — Every report, regardless of whether it is in the standard
format or includes manuscripts, shall adhere to the formatting prescribed
for the Report Cover, Title Page, Study History, Abstract, Key Words,
Project Data and Citation. (See Final Report Format, Section A, page 2.)

Copyright and Publication Rights — When a manuscript is used to fulfill
report writing requirements, it must be in a form that can be duplicated
freely and posted on the Trustee Council website. This may require
obtaining permission from the publisher. When appropriate:

a. The author shall provide the Trustee Council Office with a copy of the
publisher’s written permission to duplicate and post the article as part
of the report.

b. The statement “This article is reprinted with permission from the
publisher.” shall precede the journal article(s) in the report.

Disclaimer Statement — Investigators seeking to publish the results of
Trustee Council sponsored projects shall include the following statement
with all manuscripts:

“The research described in this paper was supported by the
Exxon Valdez Oil Spill Trustee Council. However, the
findings and conclusions presented by the author(s) are their
own and do not necessarily reflect the views or position of the
Trustee Council.”

Reprints — Investigators who publish the results of Trustee Council
sponsored projects shall provide the Trustee Council Office (attention:
Science Coordinator) three (3) reprints of any published manuscript. The
Trustee Council Office shall provide one (1) of the reprints to the Alaska
Resources Library and Information Services (ARLIS).

EVOSTC Report Procedures 2
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D. Due Date —

1. Due Dates — Unless a different date is specified in the approved proposal
or contract, draft final reports shall be submitted for peer review in the
year following the fiscal year in which project work was completed: for an
October 1 — September 304 fiscal year, by April 15, and for a February 1 —

January 31 fiscal year, by September 1August+.

2. Request for Extension — If the due date cannot be met, the principal
investigator shall file an extension request with the Science Coordinator at
least 15 days prior to the due date. The request must be in writing and state
a reason the report will be late. With approval of the Executive Director,
an alternative final report due date may be identified.

E. Withholding of Funding Pending Deliverables —

1. Ten Percent (10%) of the project funding will be withheld by project

managers until the following criteria have been met:

a. the final report has gone through peer review and format review and
has been accepted by the Science Coordinator;

b. all print copies of the final report have been delivered to the Alaska
Resource Library and Information Services (ARLIS);

c. an electronic copy of the final report has been delivered to the Trustee
Council office; and

d. all project data and metadata have been submitted to approved
archives in accordance with the Trustee Council Data Policy.

2. Due Date — The Executive Director has the discretion to alter the due date
on the deliverables, whether planned for or for other grounds the Executive
Director determines are reasonable.

3. Multi-Year Projects — The 10% withholding will apply to the final year of
multi-year projects.

4. Tardy Deliverables — No further funding will be awarded to proposers with
tardy Trustee Council deliverables.

II. Review Process

A. Submission of Draft Final Reports for Peer Review — Draft final reports are
required to undergo the peer review process outlined below. For projects
which are not in a Trustee Council-funded Program, the principal investigator
shall submit one (1) paper copy and one (1) electronic copy of the draft final
report to the Science Coordinator for peer review. The electronic copy shall be

EVOSTC Report Procedures 9
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submitted as a word processing document (most recent version of Microsoft
Word for Windows) with any figures and tables imbedded.

Science Coordinator phone: (907) 278-8012
EVOS Trustee Council Office fax: (907) 276-7178
441 W, 5% Ave., Suite 50 dfg.evos.projects@alaska.gov

Anchorage, AK 99501

B. Draft Final Report Peer Review — Draft final reports shall be scientifically or
technically peer reviewed under the direction of the Science Coordinator or, for
Trustee Council-Funded Programs, the Team Leads:

1. Peer Review — The Science Coordinator or Team Leads, where applicable,
may secure the services of a minimum of two qualified reviewers who will
provide comments, identify questions, and suggest revisions as appropriate
for the report.

a. Reviewers will be selected based upon experience, expertise,
availability, and objectivity.

b. Reviewers will be screened to avoid conflicts of interest and shall sign
a conflict of interest disclosure form before being selected for a peer
review.

c. Peer reviews will be confidential. Comments may be submitted in
writing to the Science Coordinator or Team Leads.

d. Peer reviewers will be anonymous to the authors of the report and the
general public.

2. Peer Review Comments — The Science Coordinator or Team Leads, where
applicable, shall consolidate the peer review comments and provide the
consolidated comments and any recommendations in writing to the
principal investigator(s); Team Leads will also forward the peer review
comments and any recommendations to the Science Coordinator.

C. Revision of Final Report and Re-Submission for Approval —

1. Revision — Within 30 days of receiving peer review comments, principal
investigators will revise their draft final reports to address peer review
comments, as appropriate.

2. Re-Submission — After revision, principal investigators will submit one (1)
paper copy and one (1) electronic copy of the revised final report to the
Science Coordinator for acceptance.

3. Approval — Final reports will not be distributed from the Trustee Council
Office until peer review is complete. Once the final report is accepted,

EVOSTC Report Procedures 10
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a. the Science Coordinator shall notify the principal investigator in
writing and send a copy of the letter of acceptance to the project
manager, ARLIS, and Team Leads, where applicable;

b. the Science Coordinator will also forward the report to ARLIS for
format review.

D. Final Report Review of Format — Once the content of the report is accepted
by the Science Coordinator, the Science Director shall forward the final report
to ARLIS for review of format.

1. Format Review — After approving the final report, the Science Coordinator
will send an electronic copy of the final report as a Word file to ARLIS
(attention: Carrie Holba at reference@arlis.org) for format review.

2. Revisions — Within 15 days of receipt of the final report, ARLIS staff shall
review it for compliance with the report format standards, remove all
references to “draft” and make any revisions needed for format
compliance.

3. Approval — After revising and approving the format, ARLIS staff will
email a copy of the report to the principal investigator with written
confirmation that the format has been approved and the report is ready to
be printed. The principal investigator shall not reproduce the report until
format approval is confirmed in writing by ARLIS. ARLIS staff will also
email final copies of the report and format approval letter to the Science
Coordinator, project manager and Team Leads, where applicable.

1ML, Primtimg and Distribution Process

A. Reproduction and Number of Copies — Within 60 days of the date of the
written confirmation from ARLIS indicating approval of the final report
format, the principal investigator shall produce and send to ARLIS six (6) two-
sided, bound copies of the report.

B. Binding — Copies of final reports shall be bound using PERFECT binding.
Smaller reports may be bound with black tape or comb binding. Very small
reports may be bound with staples in three places along the spine, but only
when other binding options are not available. Questions regarding binding shall
be directed to ARLIS (attention: Carrie Holba at reference(@arlis.org).

C. Distribution of Final Reports — ARLIS shall send two bound copies of final
reports to the Trustee Council Office for the Science Coordinator and the
Trustee Council’s Official Record. Final reports, in locked PDF format, shall
be posted on the Trustee Council website at www.evostc.state.ak.us. ARLIS
will provide URLs for final reports to the Alaska State Library and National
Technical Information Service (NTIS) to fulfill state and federal depository
requirements. (See Attachment C, How to Find EVOS Reports.)
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‘ ANNUAL AND SEMI-ANNUAL REPORTS

I. Annual and Semi-Annual Reporting Requirements for Projects and Programs:

A. Multi-year projects — An annual report shall be prepared each year until the
project is completed, at which time a final report shall be prepared.

B. Trustee Council-funded projects not in a Program — The principal
investigator for a project is responsible for the submission and production of an
annual report. No semi-annual report is required.

C. Trustee Council-funded Programs — The Team Leads are responsible for
collecting, reviewing and collating the semi-annual and annual reports from the
individual projects within the Program, including any agency projects, and for
submission to the Trustee Council. Team Leads are also responsible for
preparing and submitting with semi-annual and annual reports a Program
Status Report. The Program Status Report will summarize the status of the
program and may include general information as to the development of the
program, progress towards milestones, and may detail or highlight any
noteworthy issues or findings relating to the program and individual projects
within the program.

. II. Preparation of Annual and Semi-Annual Reports

A. Annual and Semi-Annual Report Format — Annual and semi-annual reports
shall be brief documents (2-3 pages) that include the information listed below.
An example of the annual report form, available for downloading from the
Trustee Council’s web site (www.evostc.state.ak.us) or from the Trustee
Council Office upon request, is provided. (See Attachment B.)

1. Project Number

2. Project Title

3. Principal Investigator’s Name(s)

4. Time Period Covered by the Report — For Trustee-Funded projects not in a
Program, an Annual report will report on the prior year’s work. For
Trustee Council-funded Programs, the Semi-Annual and Annual Reports
will report on the prior six month’s work.

5. Date of Report

6. Summary of Work Performed — This section shall include a brief summary
of work performed during the reporting period, including any results
. available to date and their relationship to the original project objectives.
Any deviation from the original project objectives, procedures or statistical
methods, study area, or schedule shall be included. Any known problems
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or unusual developments, and any other significant information pertinent
to the project, shall also be described.

7. Summary of Future Work to be Performed — This brief summary shall
describe work to be performed during the upcoming reporting period, if
changed from the original proposal. A description of any proposed
changes in objectives, procedural or statistical methods, study area, or
schedule shall be included.

8. Coordination/Collaboration — This section shall describe efforts
undertaken during the reporting period to achieve the coordination and
collaboration provisions of the proposal, if applicable.

9. Community Involvement/TEK and Resource Management Applications
This section shall describe efforts undertaken during the reporting period

to achieve the community involvement/TEK and resource management
application provisions of the proposal, if applicable.

10. Information Transfer — This section shall list (1) publications produced
during the reporting period, (2) conference and workshop presentations
and attendance during the reporting period, and (3) data and/or information
products developed during the reporting period.

11. Budget - This section shall explain any differences and/or problems
between actual and budgeted expenditures, including any substantial
changes in the allocation of funds among line items on the budget form.
Any new information regarding matching funds or funds from non-Trustee
Council sources for the project shall be included.

B. Due Date — Unless a different date is specified in the approved proposal or
contract annual reports shall be submitted for each fiscal year for which a
project receives funding, for an October 1 — September 30+ fiscal year, by
September 1; for Trustee Council-funded Programs, the annual report is due by
March 1 and semi-annual report is due September 1. The information in the
annual and semi-annual reports shall be a key component in the Trustee
Council’s annual decision to continue funding a project. Failure to submit an
annual or semi-annual report by the due date above for each fiscal year, or
unsatisfactory review of an annual or semi-annual report, will result in
withholding of additional project funds, and may result in cancellation of the
project or denial of funding for future projects.

II1. Review Process: Annual and Semi-Annual Reports

A. Submission of Annual or Semi-Annual Report for Review — The principal
investigator, or Team Lead, as applicable, shall electronically submit the report
to the Science Coordinator, care of dfg.eves.projects@alaska.gov . The subject
line of the e-mail transmitting the report must include the project number and
the words “annual report” or “semi-annual report” (e.g., “035620 Annual
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Report” or “035620 Semi-Annual Report). Electronic reports shall be
submitted either as an Acrobat Portable Document Format (PDF) file or word
processing document (using the most recent versions of Acrobat, Word, or
Word Perfect) with all figures and tables imbedded. The preferred Acrobat file
format is ‘formatted text with graphics’ format. Minimally, “PDF searchable
image” format may be used if pre-approved by the Trustee Council Office. In
either case, the PDF file shall not be secured or locked from future editing, or
contain a digital signature from the principal investigator

B. Annual and Semi-Annual Report Review Process — Annual and semi-annual
reports shall be reviewed by the Science Coordinator. Under the guidance of
the Science Coordinator, annual and semi-annual reports may also be reviewed
by qualified outside peer reviewers. The review process shall be used to
determine whether continued funding of the project is warranted and to guide
further work on the project. Any written comments on annual or semi-annual
reports shall be provided to the principal investigator and kept on file at the
Trustee Council Office, available upon request.

IV. Distribution of Annual and Semi-Annual Reports

Annual and semi-annual reports shall be kept on file as public documents at the
Trustee Council Office, available upon request. Annual and semi-annual reports
shall also be posted on the Trustee Council’s website at www.evostc.state.ak.us.
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QUARTERLY REPORTS

L All Trustee Couneil-funded projects must submit a quarterly report. Projects
within a Trustee Council-funded Program are not required to submit quarterly reports.

M. Quarterly Project Status Reports —
A. Within 30 days following the end of each quarter, the investigator for each
Trustee Council-funded project shall submit a status report to the Executive

Director.

B. Principal investigators shall work with their agency project managers to address
measurable project tasks in their quarterly reporting obligations .
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ATTACHMENT A

Exxon Valdez Oil Spill
Restoration Project Final Report

Responses of River Otters to Oil Contamination:
A Controlled Study of Biological Markers

Restoration Project 99348

Final Report
NOTE: The Repeort
Cover must be
quality cover stock,
goldenrod in color.
Merav Ben-David

R. Terry Bowyer
Lawrence K. Duffy

Institute of Arctic Biology
311 Irving Building :
University of Alaska Fairbanks

Fairbanks, Alaska 99775

for:

Alaska Department of Fish and Game

Habitat and Restoration Division
333 Raspberry Road
Anchorage, Alaska 99518

September 1999



NOTE: The statement
below must be printed on
the back of the goldenrod
Report Cover.

The Exxon Valdez Oil Spill Trustee Council administers all programs and activities free
from discrimination based on race, color, national origin, age, sex, religion, marital
status, pregnancy, parenthood, or disability. The Council administers all programs and
activities in compliance with Title VI of the Civil Rights Act of 1964, Section 504 of the
Rehabilitation Act of 1973, Title II of the Americans with Disabilities Action of 1990, the
Age Discrimination Act of 1975, and Title IX of the Education Amendments of 1972. If
you believe you have been discriminated against in any program, activity, or facility, or if
you desire further information, please write to: EVOS Trustee Council, 441 West 5™
Avenue, Suite 500, Anchorage, Alaska 99501-2340; or O.E.O. U.S. Department of the
Interior, Washington, D.C. 20240.



Exxon Valdez Oil Spill
Restoration Project Final Report

Responses of River Otters to Oil Contamination:
A Controlled Study of Biological Markers

Restoration Project 99348

Final Report
NOTE: The Title
Page must be on
white bond paper.
Merav Ben-David
R. Terry Bowyer

Lawrence K. Duffy

Institute of Arctic Biology
311 Irving Building
University of Alaska Fairbanks
Fairbanks, Alaska 99775

for:

Alaska Department of Fish and Game
Habitat and Restoration Division
333 Raspberry Road
Anchorage, Alaska 99518

September 1999



Responses of River Otters to Oil Contamination:
A Controlled Study of Biological Stress Markers

Restoration Project 99348
Final Report

Study Histery: Project 99348 originated from the need to better understand the effects
of contamination by crude oil on biomarkers in river otters (Lontra canadensis).
Previous studies demonstrated elevated levels of biomarkers in river otters from oiled
+areas compared with those from non-oiled areas throughout Prince William Sound,

Alaska, shortly following the Exxon Valdez oil spill (EVOS). Although the data collected
to date strongly indicated a correlation between oil contamination and. physiological
- stress in river otters, this evidence required verification through controlled experiments as
identified by the EVOS Trustee Council review process (1997). This 2-year project was
conducted at the Alaska SeaLife Center in Seward, Alaska, USA, between April 1998
and March 1999. Additional funding was provided by the Council for completion of 3
manuscripts in FY 2000 for publication in a peer-reviewed journal.

' { .

Abstract: In this study, we experimentally determined the effects of oil contamination
on river otters. Fifteen wild-caught male river otters were exposed to 2 levels of
weathered crude oil (i.e., control, 5 ppm/day/kg body mass, and 50 ppm/day/kg body
mass) under controlled conditions in captivity at the Alaska SeaLife Center in Seward,
Alaska: Responses of captive river otters to oil ingestion provided mixed results in
relation to biomarkers. Although hemoglobin, white blood cells, alkaline phosphates,
and possibly interleukin—6 immunoreactive responded in the expected manner, other
~ parameters did not. Aspartate Aminotransferase Alanine Aminotransferase haptoglobin
did not increase in response to oiling or decrease during rehabilitation. In addition,
although expression of P450-1A increased in captive river otters during oiling, several
inconsistencies in the data complicated data interpretation. Nonetheless, we were able to
establish that reduction in hemoglobin led to increase in energetic costs of terrestrial
locomotion, decrease in aerobic dive limit, and potential increase in foraging time due to
a decrease in total length of submergence during each foraging bout. We offer a
theoretical physiological model to describe interactions between the different biomarkers
and advocate the exploration and development of other blomarkers that will be
independent of the heme cycle.

Key Words: Aerobic dive limit, Alaska, céptivity, CYPIA, crude oil, hemoglobin,
immuno-histochemistry, liver enzymes, Lonfra canadensis, lymphocytes, oxygen
consumption, quantitative RT-PCR.

Project Data: Description of data — data was collected from live animals held in

captivity at the Alaska SeaLife Center. Blood and other tissues were sampled and

processed in different laboratories. Additional samples are archived at the Institute of

Arctic Biology, UAF. Format — All data were entered as Excel spreadsheets. Custodian

— contact Merav Ben-David, Institute of Arctic Biology, 311 Irving Building, University
of Alaska Fairbanks, Fairbanks, Alaska 99775.



Citatiom:

Ben-David, M., R.T. Bowyer, and L.K. Duffy. 1999. Responses of river otters to oil
contamination: A controlled study of biological stress markers, Exxon Valdez Oil
Spill Restoration Project Final Report (Restoration Project 99348), Alaska
Department of Fish and Game, Habitat and Restoration Division, Anchorage, Alaska.



ATTACHMENT B
EVOSTC ANNUAL PROJECT REPORT

All recipients of funds from the Exxon Valdez Oil Spill Trustee Council must submit an
annual project report in the following format by September 1 of each fiscal year for
which project funding is received, with the exception of the final funding year in which a
final report must be submitted. Satisfactory review of the annual report is necessary for
continuation of multi-year projects. Failure to submit an annual report by September 1 of
each year, or unsatisfactory review of an annual report, will result in withholding of
additional project funds and may result in cancellation of the project or denial of funding
for future projects.

PLEASE NOTE: Significant changes in a project’s objectives, methods, schedule, or
budget require submittal of a new proposal that will be subject to the standard process of
proposal submittal, technical review, and Trustee Council approval.

Project Number:

Project Title:

Pﬁ Name:

Tir;ne Period Cévere@ by Report:

Date of Report:,

1. 'Work Performed: Summarize work performed during the reporting period,
including any results available to date and their relationship to the origiral project
objectives. Describe and explain any deviation from the original project objectives,
procedural or statistical methods, study area, or schedule. Also describe any known
problems or unusual developments, and whether and how they have been or can be
overcome. Include any other significant information pertinent to the project.

2. Future Work: Summarize work to be performed during the upcoming year, if
changed from the original proposal. Describe any proposed changes in objectives,
procedural or statistical methods, study area, or schedule. [PLEASE NOTE:
Significant changes in a project’s objectives, methods, schedule, or budget require
submittal of a new proposal that will be subject to the standard process of proposal
submittal, techmca] rev1ew and Trustee Council approval. ]

3. C0wdinatiam/@ollabomtmn: Describe efforts undertaken during the reporting’
period to achieve the coordination and collaboration provisions of the proposal, if
applicable.




4. Community Involvement/TEK & Resource Management Applications:
Describe efforts undertaken during the reporting period to achieve the community
involvement/TEK and resource management application provisions of the proposal,
if applicable.

5. Information Transfer: List (a) publications produced during the reporting period,
(b) conference and workshop presentations and attendance during the reporting
period, and (c) data and/or information products developed during the reporting
period. [PLEASE NOTE: Lack of compliance with the Trustee Council’s data
policy and/or the project’s data management plan will result in withholding of
additional project funds, cancellation of the project, or denial of funding for future
projects.]

6. Budget: Explain any differences and/or problems between actual and budgeted
expenditures, including any substantial changes in the allocation of funds among
line items on the budget form. Also provide any new information regarding
matching funds or funds from non-EVOS sources for the project. [PLEASE
NOTE: Any request for an increased or supplemental budget must be submitted as
a new proposal that will be subject to the standard process of proposal submittal,
technical review, and Trustee Council approval.]

Signature of PI:
Project Web Site Address:

SUBMIT ANNUAL REPORTS ELECTRONICALLY TO dfg.evos.projects@alaska.gov . THE
REPORTS WILL BE POSTED ON THE TRUSTEE COUNCIL’S WEB SITE AND SHOULD
ALSO BE POSTED ON THE PI’S WEB SITE. The subject line of the e-mail transmitting the report
must include the project number and the words “annual report” (e.g., “035620 Annual Report”).
Electronic reports must be submitted either as an Acrobat Portable Document Format (PDF) file or
word processing document (using the most recent versions of Acrobat, Word, or Word Perfect) with
all figures and tables imbedded. The preferred Acrobat file format is ‘formatted text with graphics’
format. Minimally, “PDF searchable image” format may be used if pre-approved by the Trustee
Council Office. In either case, the PDF file shall not be secured or locked from future editing, or
contain a digital signature from the principal investigator.




ATTACHMENT C

How to Find EVOS Reports

A list of EVOS final and annual (prior to 2002) reports is maintained at the EVOS
Trustee Council website at www.evostc.state.ak.us/Publications/bibliographies.cfm.

EVOS reports are available as listed below. Reports are also submitted to the Alaska
State Library and the National Technical Information Service in fulfillment of state and
federal depository requirements.

Final reports are available full-text at:

EVOS Trustee Council website. The Trustee Council’s database of restoration
projects is searchable via Project Search by project number, researcher, or project
title.

ARLIS catalog. The catalog is searchable by title, project number, principal
investigator, additional authors, series title, subject heading, and key words. A
searchable notes field in the catalog record describes the report and provides
additional access points. From the catalog record, a link takes the researcher to
the full-text report. Paper copies of reports are available for check out at ARLIS
and are loaned worldwide through interlibrary loan.

National Technical Information Service (NTIS). Copies of most final reports can
be purchased in electronic, paper or microfiche formats through NTIS at (703)
487-4650 or www.ntis.gov.

Annual reports are available full-text at:

EVOS Trustee Council website. The Trustee Council’s database of restoration
projects is searchable via Project Search by project number, researcher, or project
title. :

ARLIS catalog. Annual reports for projects funded prior to 2002 are available
full-text through the ARLIS catalog. Paper copies are available for check out and
are loaned worldwide through interlibrary loan.

For assistance in locating EVOS final and annual reports, contact ARLIS at:

Alaska Resources Library and Information Services (ARLIS)
Suite 111 Library Building
3211 Providence Drive
Anchorage, AK 99508
(907) 27-ARLIS (272-7547)
reference@arlis.org
www.arlis.org
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
INVESTMENT POLICIES
(Adopted __ /_ /2012)

1. Joint Trust Funds. In 1991, the State of Alaska and the United States received approximately
$900,000,000 in joint trust funds, as settlement of natural resource damage claims stemming from
the 1989 Exxon Valdez oil spill (EVOS). The Memorandum of Agreement and Consent Decree
(MOA) entered into by the State of Alaska and the United States in Civil Action No. A91-081,
govems the use of the natural resource damages, paid by Exxon. The State and Federal
Governments act as co-trustees in the collection and joint use of all natural resource damage
recoveries for the benefit of natural resources injured, lost or destroyed as a result of EVOS. The
terms of the settlement are contained in the Agreements and Consent Decrees entered into by the
State of Alaska and Exxon Corporation in Civil Action No. A91-083, and United States of
America and Exxon Corporation in Civil Action No. A91-082. The United States Congress in
Public Law (PL) 102-229 recognized the MOA and Consent Decree. Alaska State Legislature
recognized the MOA and Consent Decree in AS 37.14.400. The Exxon Valdez Oil Spill Trustee
Council (Council) has the responsibility for the general management of these joint trust funds.

2. Investment Fund. Initially, the joint trust funds were invested in the Court Registry (CRIS).
However, in 1999 Congress enaded PL 106-113. This law allowed the joint trust funds to be
deposited in the United States Department of the Interior’s Natural Resource Damage Assessment
and Restoration Fund and/or accounts outside the United States Treasury. The law requires that the
funds are invested only in income-producing obligations and other instruments or securities that
have been determined unanimousiy by the Council to have a high degree of reliability and

becurityL In addition. the law requires the funds to be managed and allocated consistent with the - 4 Comment [E1]: Reference added that PL 106-

Resolution adopted by the Council on March 1. 1999 establishing a Restoration Reserve. 113 requires that the funds invested adtside the Uss.
Attached. Under.the tgrms of PL 106-113 and after an extensive review process by a group of ;:;;’mz:iﬁ 1999'res:l:ffon of the thustees
Alaskan and national investment experts, the Council chose the Alaska Department of Revenue, concerning the Restoration Reserve so that later
Division of Treasury (ADOR) to manage and invest the funds on behalf of the Council. The joint reference to the Reserve has context. PL106-113
trust funds are invested in the ADOR EVOS Investment Fund (Fund). As specified in the March L ool s polky.

1, 1999 Council Resolution concerning the Restoration Reserve, the Fund is divided into three
sub-accounts: Research, Habitat and Koniag.

3. Council Responsibilities. The statutory responsibility of the Council is to invest Fund monies in
income-producing obligations and other instruments or securities that have a high degree of
reliability and security. Although it is a matter of debate whether the Fund is a true trust or simply
a misnomer for public money restricted to a particular use, the statutory responsibilities of the
Council in the management of the Fund may be considered through analogy to some aspects of the
Restatement (Third) of Trusts. When investing trust property, the trustee hasa duty to conform to
the terms of the trust, and to conform to applicable law in the absence of provisions in the trust. In
the absence of contrary law or trust provisions it imposes the standard of the “prudent investor”
which

“. .. requires the exercise of reasonable care, skill, and caution, and is to be applied to
investments not in isolation but in the context of the trust portfolio and as a part of an overall
investment strategy, which should incorporate risk and return objectives reasonably suitable to the
trust.” Restatement (Third) of Trusts, §277
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To support the Council’s duties, the purpose of this policy is to provide general guidelines for the
proper management of the Council’s investment decisions. The Council shall establish policy, set
direction, and provide oversight and stewardship for the prudent investment and management of
the Fund. In doing so, the Council will follow a procedurally prudent processwhen investing the
Fund assets; prepare written investment policies; choose an appropriate asset allocation strategy
with regard to the appropriate and intended use of the Fund; control investment expenses; monitor
the activities of all investment managers and investment consultants; and avoid conflicts of interest
and use “prudent experts” to make investment decisions.

3. Standard of Prudence. The standard of the “prudent investor” has been interpreted as approving
a portfolio theory of investments but does not impose a duty to maximize income. Indeed, the
standard for typical trusts gives primary emphasis to preservation of the trust estate, while
receiving a reasonable amount of income without taking undue risks. Only where all else is equal
should the trustee choose the investment that produces the greater return. With regard to the Fund,
which does not require preservation of the Fund, the trust must be invested in sucha way that the
purpose of the trust is served. It is therefore imperative that investment policies and asset
allocation strategies adopted by the Council reflect the underlying purposes and intent of the Fund.

Prudence is based on the conduct of the Council in managing the assets, and is evaluated by the
process through which risk is managed, assets are allocated, custodians and managers are chosen,
and results are supervised and monitored. A standard of prudence places the emphasis on
responsibilities related to the investment portfolio and its purpose, rather than on investment
performance. The Council is not an investment manager or investment specialist and is not
responsible for the ultimate investment results. Although it is not possible to guarantee investment
success, following the process outlined herein will significantly improve the odds of structuring an
investment portfolio which will stand up to public scrutiny and will serve the Fund’s purposes.

4. Indemnification. State law, found at AS 37.10.071(e), provides that the State shall indemnify
fiduciaries or an officer or employee of the State against liability, under AS 37.10.071(d), for
breach of a statutory duty in exercising investment, custodial, or depository powers or duties to the
extent that the alleged act or omission was performed in good faith and was prudent under the
applicable standard of prudence. However, actions which do not fall within the area of good faith
and prudent practices are not statutorily entitled to indemnification. Indemnification language
consistent with AS 37.10.071(e), as well as the desire of State trustees to hold retained investment
managers and other retained fiduciaries to high standards, are included in contract language with
such retained consultants.

5. Trustee Council Activities. In establishing policy, setting direction and providing oversight and
stewardship for the prudent investment and management of the Fund, the Council will: adopt an
appropriate asset allocation strategy; maintain one or more consultants, bank custodians, external
investment managers, and legal counsel who may include the Alaska Department of Law and the
United States Department of Justice; control investment and administrative expenses and incur
only those costs that are reasonable in amount and appropriate to the investment responsibilities of
the co-trusteeship; make financial and investment policies and performance available to the public;
avoid conflicts of interest; and conform to the fundamental fiduciary duties of loyalty and
impartiality.

6. Executive Director/Council Staff Activities. The Executive Director of the Council shall engage
experts and contract for investment services, as the Council deems appropriate. This may involve
entering into ‘reimbursable services agreements’ with State and/or Federal agencies (e.g., the
Alaska Department of Revenue and/or the United States Department of the Interior) for personnel
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10.

11.

services costs and associated contractual costs. In addition, to support the Council’s management
of the Fund, the Executive Director/Council staff will: make recommendations concerning
policies, investment strategies, and procedures in consultation with the Investment Working Group
(AWG, see below); advise the Council regarding the selection of custodians, an investment
consultant, and investment managers in consultation with the IWG; account for and report on the
investment activity of all funds under the investment responsibility of the Council; and advise the
Council on the evaluation of investment policies and performance of the portfolios in consultation
with the IWG.

Investment Working Group Membership. The Council has broad authority to engage experts and
to delegate its investment responsibilities, as it deems appropriate. The Council, when formulating
investment policies, will review the recommendations from the Executive Director. The Executive
Director will consult with the IWG and such other consultants as the Council may retain from time
to time. The IWG consists of one state and one federal Council member or designee, as determined
by the Council, and appropriate state and federal officials and at least two investment experts, who
are selected by the Executive Director. At least two members of the IWG must have experience
and expertise in financial management and the management of institutional investment portfolios.

Investment Working Group Activities. The IWG may engage in a variety of activities to serve
the Executive Director and Council, including: reviewing investment policies, strategies and
procedures; making recommendations to the Executive Director concerning polides, investment
strategies and procedures; providing advice as requested by the Executive Director, which may
include the selection of custodians, an investment consultant, and investment managers; brief the
Council at the Executive Director’s request and/or at the request of a member of the IWG; act as
“prudent expert” on behalf of the Executive Director; develop and recommend investment policies
and strategies to the Executive Director; develop and recommend internal control systems and
procedures to the Executive Director to ensure all investment assets are safeguarded; recommend
to the Executive Director information systems adequate to fulfill the accounting, monitoring,
investing, cash management and other information needs of the Council; and advise the Executive
Director on the evaluation of investment policies and performance of the portfolios.

Investment Consultants. The Council selects investment consultants to provide advice on specific
investment classes, including debt and equity securities, alternative investments, and other areas
where focused attention is needed. Investment consultants do not accept discretionary decision-
making authority on behalf of Council. Investment consultants function in a research, evaluation,
education and due diligence capacity for Council and are fiduciarily responsible for the quality of
the service delivered. Their activities may include: recommending strategic procedures and
processes; identifying problems, issues and opportunities and making recommendations; upon the
request of the Council, preparing an asset allocation study together with alternatives; assisting with
manager structure, selection, monitoring and evaluation, if the manager is a third-party;
monitoring and evaluating the overall performance of the portfolio; carrying out special projects at
the request of Council; and providing continuing education to the Council and staff, as appropriate.

Investment Managers. The Council selects investment managers to carry out the “prudent expert”
role of the Council; to develop a portfolio strategy within the specific mandate and asset size
determined by the Council; to manage, purchase and sell assets for the portfolio; and to act as a ee-

fiduciary for assets under its management. =~ g o i . --| Comment [E2]: From USDOJ: Dol does not
regard the federal trustees as fiduciaries of the
monies recovered as natural resource damages.

. » g EMH: The co-fiduciary lan e was from the
Delegation of Authority. The Council, through the appropriate state and/or federal agencies, may catrentdrafe f;d,, ,e,',},',,-,,fwg 5

contract for investment, custodial or depository services on a discretionary or non-discretionary
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basis to the State and Federal governments and their employees, or to independent investment
management firms, banks, financial institutions or trust companies by designation through
appointments, contracts or letters of authority.

12. Code of Ethics and Conflicts of Interest. The State trustees and employees of the Trustee
Council Office are subject to the Alaska Executive Branch Ethics Act (AS 39.52). In general, the
State law provides that high moral and ethical standards are essential for the conduct of free
government and that a Code of Ethics for the guidance of public officers will discourage those
officers from acting upon personal or financial interests in the performance of their public
responsibilities, and will improve standards for public service and promote and strengthen faith

and confidence in public officers.

The State Code. of Ethics provides that any effort to benefit a personal or financial interest through
official action is a violation. The Code details specific prohibitions pertaining to the abuse of
official position. acceptance of gifts, improper use of disclosure of information and improper
influence. By law, the State trustees are subject to conflict of interest disclosure requirements of
AS 39.50 which includes the delivery of annual reports on financial and business interests to the

Alaska Public Officers Commission.

All federal government employees are subject to the standards of conduct provided by the Ethics
in Government Act of 1978, Public Law 95-521, as amended, including the Ethics Reform Action
of 1989, Public Law 101-194. The statutory prohibitions are found in Title 18 of the United States
Code, Sections 201 through 209, which include representational activities, conflict of interest, and
dual compensation. Standards of conduct for all government employees are also delineated by
Executive Order 12674, as amended by Executive Order 12731. The federal standards of conduct
are further delineated in the regulations of the Federal Register, and include acceptance of gifts
from outside sources; gifts between employees; gifts from foreign sources; acceptance of travel
and related expenses; outside work; honoraria; outside activities; political activity; lobbying;
procurement; misuse of government time, equipment, and information; nepotism; negotiating for
non-federal employment: post employment; disclosure of financial interests; and penalties. The
Department of the Interior, Commerce and Agriculture have additional ethics standards and
requirements for all of their employees, including annual training and financial disclosure

statements for specific persons, which include members of the Trustee Council. s

13, General Investment Objecnve The gencral mvestmem objectlve for the Fund is to achieve ;

target returns over nme whlle llmltmg total risk to lhat whlch is appropnate to the investment
goals and time horizon. )

14. Individual Account Objectives. The objectives of the individual accounts may shift with )
unanimous Council action. Such action would supersede these policies and require their update. :
As of the date of the adoption of this policy. the account objectives for the Fund’s sub-accounts are

as follows: ‘
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advanea-potice of the general-amonnt of lguidity-seauired fortomdire-relee d-onan-wimi

exelednapproximately ntid-September andapotepttatinvestinenthorbroneiding 2022

Comment [E3]: Revision to adjust “superior
investment performance” to reflect mare realistic
investment objectives. I

" Comment [E4]: if future Councils continue with

the current Council’s intent and the last three year
planning process, the only components funded from

the Research Sub-A after approxi ly 2016
will be two long-term prog and ad ative
expenses. The long-term programs are anticipated
to end in approximately 2032,

Can we include ballpark figures for annual
expenditures? ADOR helped us prepare a Long Term
Spending Scenario for the TC which forecasts the
funding for any continuing prajects, the two 20-year
Programs and Admin funding. However, this
Scenario is a planning tool and may not be an
accurate longer-term forecast, as it is dependent
upan morket forces and actual spending. We plan to
update it annual with actual spending numbers and
investment returns and updated forecasts. Itis
emphasized thet it is a planning tool; course
corrections based on the actual
ding/perfi nce are to be exp
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a. Research Sub-Account: As forecast in the annually-updated Trustee Council Long Term
Spending Scenario, liquidity and future income to support administrative expenses. projects
and Iun_g_gm_brugramﬁ The expenditures in this area as noted in the Scenario, if continued to

-

be supported by the C ouncil. are somewhat prudluablu over the future term and thus there is
advance notice of the general amount of liguidity required for funding released on an annual
cycle in approximately mid-September and a potential investment horizon ending in 2032. ,

| S — e b e - . - - . -

b. Habitat Sub-Account; income for on-going habitat restoration purposes, including the ‘
acquisition of lands or conservation easements. Future land purchases are subject to ongoing /|
negotiations and the timeline of their corresponding investments cannot be determined until ¢
such negotiations are concluded. There is typically at least a six-month period of notice of a b

need for liquidity and may occur at any time during the year. The investment horizon for these 1":,
funds will likely not exceed 2032. ) ) =T

____________________________________________________________________ Ln
c. Koniag Sub-Account: The Council and Koniag, Inc. have entered into a long-term agreement ' Vi
allowing for pre-determined annual payments to Koniag in October and the potential sale of
certain properties to the Council in October of any year from 2012 - 2022 for the balance in
this sub-account. The Council is currently investing these funds with the objective of

ll
achieving a real, after-inflation return of 5%. Thus, this account requires that a known amount | L

be liquidated in Octoba of each year through 2022 so long as Koniag opts not to exercise its 'l\ e
option to sell.

15. Annual Asset Allocation by The Council recognizes that strategic asset allocation is the

single most important policy decision affecting portfolio return and risk. At least annually. the
Council will evaluate its current strategic asset allocation policies. The current policies will be
compared with potential alternative policies on a consistent basis. This evaluation may include
recommendations by the Executive Director based upon the IWG, comparisons with alternative

policies: the status of the Fund: actual historic and future expected performance. risk and return;
time horizons. and Council funding priorities.

The specific status of the Joint Trust Fund. including funding status, earnings assumptions,

Comment [E5]: If future Councils continue with
the current Council’s intent and the last three year

g process, the only comp funded from
the Research Sub-Account after approximately 2016
will be two long-term programs and administrative
expenses. The long-term programs are anticipated
to end in approximately 2032.

Can we include ballpark figures for annual
expenditures? ADOR helped us prepare a Long Term
Spending Scenario far the TC which forecasts the
funding for any continuing projects, the two 20-year
Progroms and Admin funding. However, this
Scenario is a planning tool and may not be an
accurate longer-term forecast, as it is dependent
upon market forces and actual spending. We plan to
update it annual with actual spending numbers and
investment returns and updated forecasts. It is
emphasized that it is a planning tool; course
corrections based on the actual
spending/performance are to be expected.
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liquidity requirements. and expected growth may be considered. The Council’s investment

consultant may use a “mean variance™ optimization approach to evaluate the current and
alternative policies. The specific inputs to the modeling process may be defined and contrasted
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multiple time horizons. The development of optimized asset allocations may include estimates of
risk (standard deviation of returns for each asset class), the modeled return for each asset class. and
the correlations of each asset class with other asset classes. The strategic analysis may include
those asset classes for which the Council believes reasonable inputs are available. Asset subsets
where meaningful historic data are not available may not be considered as a part of the strategic

asset allocation analysis. Such subsets or categories, however. may be included as part of an
appropriate broad asset category.

15:16. Review of Investment Manager Performance. The Council may review its investment

management, in consultation with the Executive Director, IWG, Council staff, and investment
consultants. If the Council determines a new investment manager is necessary, a rigorous,
objective due diligence process will be utilized in the selection of any investment managers
retained by the Council. Such review may include an analysis by an investment consultant of the
Council’s choosing and recommendations by the Executive Director and IWG.
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| 36:17.  Securities Lending. The Council may enter into a securities lending arrangement with an
agent(s) when the Council concludes that such an arrangement would benefit the Fund. Securities
lending services may be provided by the Council’s bank custodian or an independent service
provider. Securities lending programs result in the agent undertaking a direct or indirect asset
management function. The Council will use the same skill and due diligence in the evaluation and
selection of such agent(s) as utilized in the selection of money managers.
| 4%18.  Rebalancing Guidelines. The Council may periodically instruct staff to shift and/or limit
staff’s authority to shift assets within asset classes and/or among asset classes. Unless restricted by
Council action, the Executive Director or an appropnate designee shall have discretionto move
assets among investment managers and asset categories provided that such-actions-are-consistent
with-mevement-ofthe actual asset allocanon is thhm the vanab:hty bands of the Council’s
strategic asset allocation policy. and-manages o faree

Jution 9§-03-01 R ing Restoration d Long-Term Restoration Needs
Public Law 106-113
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EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL
INVESTMENT POLICIES

INTRODUCTION

The purpose of these policies is to provide the Exxon Valdez Oil Spill Trustee Council (the
“Council”) with a comprehensive set of guidelines for the proper management of its investment
decisions. Pursuant to its responsibilities to administer natural resource damage recoveries from
the Exxon Valdez oil spill, the Council must follow a procedurally prudent process when
investing the Joint Trust Fund assets. Prudence is based on the conduct of the Council in
managing the assets, and is evaluated by the process through which risk is managed, assets are
allocated, custodians and managers are chosen, and results are supervised and monitored.

Today’s standard of prudence places the emphasis on responsibilities related to the investment
portfolio and its purpose, rather than on investment performance. The Council has the
responsibility for the general management of the Joint Trust Fund’s assets. It is responsible for
setting and managing the Joint Trust Fund’s investment policy. The Council is not an investment
manager or investment specialist and is not responsible for the ultimate nvestment results.
Although it is not possible to guarantee investment success, following the process outlined herein
will significantly improve the odds of structuring an investment portfolio which will stand up to
public scrutiny and benefit the Joint Trust Fund by providing an acceptable long-run return.

Through a 1991 settlement of natural resource damage claims in State of Alaska v. Exxon
Corporation, et al , No. A91-083 CIV, and United States of America v. Exxon
Corporation, et al., No A91-082 CIV, the State of Alaska and the United States, acting
through trustees for natural resources injured by the Exxon Valdez oil spill (“Trustees™), are to
jointly receive $900,000,000 in damages payable over a term of years. A substantial portion of
these damages are required to be segregated and used by the governments for purposes of
restoring, replacing, enhancing, rehabilitating or acquiring the equivalent of natural resources and
services lost or injured as a result of the oil spill. These monies, and the interest earned on them,
are to be placed in a “Joint Trust Fund” administered by the Trustees. An integral part of this
responsibility is to provide prudent and productive investment management of Joint Trust Fund
assets and any other receipts as provided either by law or a decision of a Court of law.

A separate Memorandum of Agreement and Consent Decree (the MOA) entered into by the
State of Alaska and the United States in Civil Action No A91-081, described the co-
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management of these natural resource damage recoveries. The MOA specifies that the
following officials act on behalf of the public as Trustees-

State of Alaska Members:

o  Attorney General, State of Alaska;

e Commissioner, Alaska State Department of Environmental Conservation,

e Commissioner, Alaska State Department of Fish and Game,

U.S. Government Members:

o United States Secretary of Agriculture;

o United States Secretary of the Department of the Interior; and

o  Administrator of the National Oceanic and Atmospheric Administration, United States
Department of Commerce.

Subsequently the Council was created by the Trustees to manage the co-trustee relationship
required under the MOA. The authority of the Council is governed by a 1992 Memorandum of
Understanding (“MOU”) between the state and federal Trustees. Under the terms of the MOA
and MOU, all matters before the Council which require a vote, make a recommendation,
approve or disapprove an item, or otherwise render a decision shall require the unanimous
agreement of the six Council members or their designees.

The Council is responsible for the management of the Joint Trust Fund’s assets. The Council
has broad authority to engage experts and to delegate its investment responsibilities, as it deems
appropriate. The Council, when formulating investment policies, has obligated itself to review
the recommendations from the Executive Director. The Executive Director will consult with the
Investment Working Group (IWG) and such other consultants as the Council may retain from
time to time. The IWG consists of one state and one federal Council member or designee, as
determined by the Council, and appropriate state and federal officials and at least two
investment experts, who are selected by the Executive Director. At least two members of the
IWG must have experience and expertise in financial management and the management of
institutional investment portfolios.

The Joint Trust Fund is currently held in the registry of the United States District Court and
invested by the Court Registry Investment System. In 1999 Public Law 106-113 was enacted,
allowing the Joint Trust Fund to be invested in accounts outside the United States Treasury.
Under that legislation, such outside investments are limited to income-producing asset classes,
includiﬁg debt obligations, equity securities, and other instruments or securities that have been
determined by unanimous vote of the Council to have a high degree of reliability and security.
The Joint Trust Fund is also to be managed and allocated consistent with the Resolution of the
Council adopted March 1, 1999 concerning the Restoration Reserve.
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The Council shall establish policy, set direction, and provide oversight and stewardship for the
prudent investment and management of the Joint Trust Fund.

INVESTMENT OBJECTIVES IN GENERAL

1. Achieve superior administrative and investment performance on a consistent basis when
measured against a national universe of public funds.

2. Actual retums will equal or e);ceed target returns over time while limiting total risk to that
which is appropriate to the investment time horizon.

3. Use the best known processes consistent with the Council goals and objectives,
specifically but without limitation:

Good financial reporting;

Good custodian selection and evaluation,;

Good manager selection and evaluation; ‘
Asset allocation; and

Awareness of new investment alternatives.

e ® @ 0o @

4. Use excellent management practices, as evidenced by:

o  Staff longevity;
e Independence; and
o Education and training.

5. Regularly communicate the investment goals, objectives and performance results with the
public.
Section 311(f) of the Federal Water Pollution Control Act, as amended 33 U.S.C. 1321 (f) .
establishes liability to the United States and to States for injury, loss, or destruction of natural

resources resulting from the discharge of oil or the release of hazardous substances or both and
provides for the appointment of State and Federal Trustees.

The Memorandum of Agreement and Consent Decree (MOA) entered into by the State of
Alaska and the United States in Civil Action No. A91-081, governs the use of the natural
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resource damages, paid by Exxon. The State and Federal Governments act as co-trustees in
the collection and joint use of all natural resource damage recoveries for the benefit of natural
resources injured, lost or destroyed as a result of the 1989 Exxon Valdez oil spill.

The terms of the settlement are contained in the Agreements and Consent Decrees entered into
by the State of Alaska and Exxon Corporation Civil Action No. A91-083, and United States of
America and Exxon Corporation Civil Action No. A91-082.

The United States Congress in Public Law 102-229 recognized the MOA and Consent
Decree. Alaska State Legislature recognized the MOA and Consent Decree in AS 37.14.400.

Pursuant to Public Law 106-113, Joint Trust Funds may be deposited in the Natural Resource
Damage Assessment and Restoration Fund and/or accounts outside the United States Treasury.
The law requires that the funds are invested only in income-producing obligations and other
instruments or securities that have been determined unanimously by the Council to have a high
degree of reliability and security.

Guidance regarding the authorities and responsibilities of agencies that receive Joint Trust Funds

is incorporated in the Procedures of the Exxon Valdez Oil Spill Trustee Council, adopted
August 29, 1996.

ADMINISTRATION

The Executive Director and the Trustee Council Office manage the day-to-day administrative
functions of the Council, and report directly to the Council. The 1993 Agreement between the
State of Alaska and the Exxon Valdez Oil Spill Trustee Council requires that the State create
and assign an exempt position, designated as the Executive Director of the Exxon Valdez Oil
Spill Trustee Council, to be responsible to the Council. The State is further required to create
and assign exempt positions from the State service to be responsible to the Executive Director
for such senior positions under the Executive Director as are approved by the Council.

Any person appointed to the position of Executive Director to the Council shall serve at the
pleasure of the Council and may be removed from the position only upon the unanimous vote of
all members of the Council. Any person appointed to a senior staff position by the Executive
Director shall serve at the pleasure of the Executive Director. Removal of any of these
individuals, including the Executive Director, need not be based on cause and no property or
other interest in continued employment is or may be created. An organization chart of the
Trustee Council Office is shown on Table 1.

The Executive Director of the Exxon Valdez Oil Spill Trustee Council shall engage experts and

contract for investment services, as the Council deems appropriate. This may involve entering
into ‘reimbursable services agreements’ with State and/or Federal agencies (e g , the Alaska
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Department of Revenue and/or the United States Department of the Interior) for personal
services costs and associated contractual costs.

GENERAL RESPONSIBILITES FOR THE PARTIES

WithoutZlhnitation of any fiduciary, administrative, or other responsibilities, implied or expressed
herein, the parties shall have the following responsibilities for the proper management and
administration of the Joint Trust Fund. The parties shall include:

e Trustee Council
. Executive Director/Trustee Council Office Staff
Investment Working Group
Auditor
Legal Counsel
Bank Custodian(s)
Investment Consultant(s)
Investment Managers

@

© -

@ @ &9 O

Trustee Council

e Adopt prudent investment goals and objectives;

o Adopt an appropriate asset allocation strategy;

©  Select one or more consultants, bank custodians, external investment managers, and legal
counsel who may include the Alaska Department of Law and the United States Department
of Justice; N :

o Control investment and administrative expenses and incur only those costs that are

reasonable in amount and appropriate to the investment responsibilities of the co-

trusteeship;

Provide for an annual, independent audit of the Joint Trust Fund’s financial statements;

Provide for an independent review of investment performance;

Develop an annual budget;

Adopt and implement an investment education policy;

Report financial and investment policies and performance to the - public; and

Avoid conflicts of interest, and conform to the fundamental ﬁducmy duties of loyalty and

impfaniality.

e ¢ © & o »©

Executive Director/Trustee Council Office Staff
e Maintain responsibility for the administration and management of the Trustee Council Office;
o Facilitate staff, which performs the administrative functions of the Council and ensures .
compliance with State and Federal law, the Memorandum of Agreement and Consent
~ Decree, and the Memorandum of Understanding;
o Recommend budget strategies and proposals to the Council;
Coordinate all administrative matters of the Council, including meeting agendas;
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© Make recommendations concerning policies, investment strategles and procedures in
consultation with the Investment Working Group;

o Advise the Council regarding the selection of custodians, an investment consultant, and
investment managers, in consultation with the Investment Working Group;

o Account for and report on the investment activity of all funds under the investment
responsibility of the Council;

o Advise the Council on the evaluation of investment policies and performance of the
portfohos in consultation with the Investment Working Group;

e Develop, recommend and implement internal control policies and procedures in consultation
with the Investment Working Group to ensure all investment assets are safeguarded;

e Monitor investment managers and custodians for compliance with investment policies -
established by Council; and

o Recommend and maintain the information systems adequate to fulfill the accounting,
monitoring, investing, cash management and other information needs of the Council, in
consultation with the Investment Working Group.

Investment Working Group

e Review investment policies, strategies and procedures;

e Make recommendations to the Executive Director concerning policies, investment strategies
and procedures;

o  Advise the Executive Director regarding the selection of custodlans an investment
consultant, and investment managers;

e Provide other advice as requested by the Executive Director;

o  Attend the asset allocation and investment manager performance review meetmgs of the
Councﬂ

o Brief the Council at the Executive Director’s request and/or at the request of a member of
the Investment Working Group; \

o  Act as “prudent expert” on behalf of the Executive Director; ‘
Develop and recommend investment policy and strategy to the Executive Director;
Develop and recommend internal control systems and procedures to the Executive Director
to ensure all investment assets are safeguarded

e Recommend to the Executive Director information systems adequate to fulfill the accounting,
‘ momtonng, investing, cash management and other information needs of the Council; and

o - Advise the Executive Director on the evaluation of investment poh01es and performance of
the portfolios.

Auditor ‘
o Measure and vahdate finanmal statemnents and management of the Joint Trust Fund;

{
H
i
|
|

Backgéound Note:
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The auditor is selected by the Council. However, the Council does not have a direct say over
the work of the auditor because audits are based upon an independent review of financial
statements consistent with the standards prescribed by the American Institute of Certified Public
Accountants in conformance with generally accepted accounting principles and Government
Accoun‘ang Standards Board guldelmes

 Legal Counsel
e Provide legal assistance and advice to the Councﬂ as reqmred

Bank Custodian

o Provide safekeeping and custody of all securities pumhased by managers on behalf of the
Council; )

Provide for timely settlement of securitiestransactions;

Maintain short-term investment vehicles for investment of cash not invested by managers;
Check all manager accounts daily to make sure that all available cash is invested;

Collect interest, dividend and principal payments on a timely basis;

Process corporate actions on a timely basis;

Price all securities at least on a monthly basis, preferably on a daily basis contmgent on asset
class and types of securities;

Lend securities at the direction of the Council;

Value and monitor derivatives and the trades from which they enmanate;

Provide monthly, quarterly and annual reports;

The Custodians generally are asked to provide data and reports directly to the Council and
service providers on a regular basis; and

® Pro\ade continuing education programs for the Council.

e & © ¢ @ @
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Investment Consultants ‘

e Recommend strategic procedures and process;

© Identlty problems, issues and opportunities and makes recommendations;

® Upon the request of the Council, prepare an asset allocation study together with
alternatives;

Assist with manager structure, selection, monitoring and evaluation;

Monitor and evaluate the overall performance of the portfolio;

Carry out special projects at the request of Council; and

Provide continuing education to the Council and staff, as appropriate.

2 ©® © ©
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Background Notes:

The Council selects and appoints investment consultants to provide objective, independent
third-party advice on specific investment classes, including debt and equity securities, . real
estate, alternative investments, and other areas where focused attention is needed. Investment
consultants do not accept discretionary decision-making authority on behgi]f of Council.
Investment consultants function in a research, evaluation, education and due diligence capacity
for Council and are fiduciarily responsible for the quality of the service delivered.

Investment Managers
s Actas a “prudent expert” on behalf of the Council;
o Develop a portfolio strategy within the spec1ﬁc mandate and asset size determined by the
Council;
e Manage, purchase and sell assets for the portfolio; and
‘o Actas a co-fiduciary for assets under its management.

i

RESPONSIBILITES OF THE COUNCIL

The statutory responsibility of the Council is to invest Joint Trust Fund monies in income-
producing obligations and other instruments or securities that have a high degree of reliability
and security. “Although it is a matter of debate whether the Joint Trust Fund is a true trust or
simply a misnomer for public money restricted to a particular use, the statutory responsibilities of
the Council in the management of the Joint Trust Fund are best defined through analogy to the
Restatement-(Third) of Trusts which indicates that trust property shall be made productive with
primary;émphasis on the preservation of capital and due consideration for the maximization of
income. When investing trust property, the trustee has a duty to conform to the terms of the
trust, and to conform to applicable law in the absence of provisions in the trust. In the absence
of contrary law or trust provisions it imposes the standard of the “prudent investor” which

“ o requires the exercise of reasonable care, skill, and caution, and is to be
apphlied to mvestments not in isolation but in the context of the trust portfolio and
as a part of an overall investment strategy, which should incorporate risk and
return objectives reasonably suitable fo the frust ” l

’ Restatement (Third) of Trusts, §277

The standard of the “prudent invéstor” has been viewed as approving a portfolio theory of
investments but does not impose a duty to maximize income. Indeed, the standard gives
primary emphasis to preservation of the trust estate, while receiving a reasonable (emphasis
added) amount of income rather than incur undue risks. Only where all else is equal should the
trustee choose the investment that produces the greater return. In addition, the trust must be
invested in such a way that the purpose of the trust is not thwarted. It is therefore imperative
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that investment policies and asset allocation strategies adopted by the Council reflect the -
underlying purposes and intent of the Joint Trust Fund.

Lookmg to the Restatement (Third) of Trusts therefore, the responsibilities of the Council can:
be summanzed as follows: :

1. Take all actions for the sole benefit of the Joint Trust Fund. |

2. Prepare written investment policies and document the process. In doing so the Council
shall: *

Determine the mission and objectives of the Joint Trust Fund;

Choose an appropriate asset allocation strategy;

Establish specific investment policies consistent with the Joint Trust Funds’ objectives; and
Sele;:t investment managers to implement the investment policy.

® 8 6 o

3.. Diversify assets with regard to specific risk and return objectives appropriate to the
intendeq use of the Joint Trust Fund.
' i

4. Use “prudent experts” to make investment decisions.
5. Control investment expenses.
6. Monitor the activities of all investment managers and investment consultants.

7. Avoid conflicts of interest.

| \ o
The Council and staff should regularly undertake continuing education relevant for their duties.
Specifically, all Council members and key staff should participate in an educational program,
which provides basic instruction on the four primary components of the investment management
process: ' ‘

Investment responsibility and procedural process;
Developing investment policy guidelines and designing optimal investment manager
structures; L ‘

o Implementing investment policy; and

e Monitoring and controlling an investment program.

INDEMNIFICATION

i

State law, [AS 37.10.071(e)] provides that the State shall indemnify fiduciaries of a steife fund
or an officer or employee of the state against hablhty under AS37.10.071(d) for breach of a
statutory duty in exercising investment, custodial, or depository powers or duties to the extent
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that the alleged act or omission was performed in good faith and was prudent under the
applicable standard of prudence. However, actions which do not fall within the area of good
faith and prudent practices are not statutorily entitled to indemnification. Indemnification
language consistent with AS 37.10.071(e) as well as the desire of State trustees to hold retained
investment managers and other retained fiduciaries to high standards are included in contract
language with such retained consultants.

The Trustee Council may wish to ensure that trust assets and its own services are protected and
in that respect may purchase insurance or provide for self-insurance to cover the acts including
fiduciary acts, errors and omissions of its members and agents.

As a general matter, the Attorney General has advised members of State boards analogous to
that of the Council that it would act in defense of such board member actions consistent with the
provisions of AS 37.10.071(e), or would retain counsel to act in that regard. There are no
comparable indemnification provisions under federal law. Federal employees are normally
represented by the United States Department of Justice in litigation arising out of their official
duties.

A fiduciary of a state fund under Alaska law relating to the Council would be each person
provided by law to manage investments in an account invested by the State of Alaska (AS
37.10.071(5)(3)). In this respect, the consultants retained by State trustees are not fiduciaries
per se and as such are not entitled to the cross-indemnification for acts which were taken in
good faith or within the scope of prudent behavior under AS 37.10.071. However, such
consulitants would certainly be held to a standard of care applicable to their standards of
professional responsibility, and liability and a requirement to indemnify the Joint Trust Fund may
be built into contracts. Auditors and investment consultants are not fiduciaries of a state fund
within the statutory definition of AS 37.10.071(f). However, a custodial bank may have certain
fiduciary obligations to the extent that, for example, it is involved in short-term cash management
and securities lending functions if such services are utilized.

DELEGATION OF AUTHORITY

The Council, through the appropriate state and/or federal agencies, may contract for investment,
custodial or depository services on a discretionary or non-discretionary basis to the State and
Federal governments and their employees, or to independent investment management firms,
banks, financial institutions or trust companies by designation through appointments, contracts or
letters of authority.

CODE OF ETHICS AND CONFLICTS OF INTEREST
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The State trustees and employees of the Trustee Council Office are subject to the Alaska
Executive Branch Ethics Act (AS 39.52). In general, the State law provides that high moral and
 ethical standards are essential for the conduct of free government and that a Code of Ethics for
the guidance of pubhc officers will discourage those officers from acting upon personal or
financial interests in the performance of their pubhc respomlbﬂltles and will improve standards
for public service and promote and strengthen faith and confidence in public officers.

The State Code of Ethics provides that any effort to benefit a personal or financial interest
through official action is a violation. The Code details specific prohibitions pertaining to the
abuse of official position, acceptance of gifts, improper use of disclosure of information and
improper influence. By law, the State trustees are subject to conflict of interest disclosure
requirements of AS 39.50 which includes the delivery of annual reports on financial and
business interests to the Alaska Public Officers Commission.

All federal government employees are subject to the standards of conduct provided by the -
Ethics in Government Act of 1978, Public Law 95-521, as amended, including the Ethics

Reform Action of 1989, Public Law 101-194. The statutory prohibitions are found in Title 18
of the United States Code, Sections 201 through 209, which include representational activities,

conflict of interest, and dual compensation. Standards of conduct for all government employees
are also, delineated by Executive Order 12674, as amended by Executive Order 12731. The

federal standards of conduct are further delineated in the regulations of the Federal Register,

and include acceptance of gifts from outside sources; gifts between employees; gifts from
foreign sources; acceptance of travel and related expenses; outside work; honoraria; outside

activities; political activity; lobbying; procurement; misuse of government time, equipment, and

information; nepotism; negotiating for non-federal employment; post employment; disclosure of
financial interests; and penalties. The Department of the Interior, Commerce and Agriculture

have additional ethics standards and requirements for all of their employees including annual

“training and financial disclosure statements for specific persons, which include members of the

Trustee Council.

STRATEGIC ASSET ALLOCATION POLICY IN GENERAL

_ The Council recognizes that strategic asset allocation is the single most important policy decision
affecting portfolio return and risk. At least annually, the Council will evaluate its current strategic
asset allocation policies. The current pollcles will be compared with potential alternative policies

ona cons1stcnt basis.

The spe’ciﬁc status of the Joint Trust Fund, including funding status, earnings assumptions,
liquidity requirements, and expected growth shall be considered. The Council’s investment
consultant will use a “‘mean variance” optimization approach to evaluate the current and
alternative policies. The specific inputs to the modeling process will be defined and contrasted
with actual historic results. The implications for expected return and risk will be considered
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over multiple time horizons. The development of optimized asset allocations requires estimates
of risk (standard deviation of returns for each asset class), the modeled return for each asset
class, and the correlations of each asset class with other asset classes. The strategic analysis
will include those asset classes for which the Council believes reasonable inputs are available.
Asset subsets where meaningful historic data are not available shall not be considered as a part
of the strategic asset allocation analysis. Such subsets or categories, however, may be included
as part of an appropriate broad asset category.

Manager Structure

- Within each major asset category, the Council will determine an appropriate management
structure. The structure analysis will consider the potential benefits, risks and costs associated
with utilizing active versus passive investment approaches, varied investment philosophies and
approaches and vendor diversification.

For each major asset category, the Council will strive to achieve a structure that assures
potential exposure to the entire asset category. Particular emphasis, however, may be placed on
those subcategories or approaches where the Council has determined the potential benefits are
superior to alternative approaches. For example, with respect to international exposure, the
management structure may result in a systematic asset allocation bias in favor of developed
markets and a corresponding bias against emerging market. Similarly, with respect to domestic
equities, the structure decisions may result in a slight bias in favor or against a particular
investment style. All such decisions shall be conscious decisions. Unless explicitly decided to
the contrary, assets within each major asset category shall be allocated among managers so as
to achieve broad diversification and aggregate return and risk profiles similar to the broad
market.

At least annually, the Council shall review its management structure to ascertain that desired

diversification is being achieved. The Executive Director, in consultation with the IWG, staff,

and investment consultants shall prepare such analysis and recommendations for the Council’s
 consideration.

Manager Selection

A rigorous, objective due diligence process will be utilized in the selection of all investment
managers retained by the Council. The analysis will be conducted by the Council’s investment
consultant. The managers’ roles in the Council program and specific evaluation criteria will be
defined prior to the identification of potential candidates. Candidates will be evaluated both
quantitatively and qualitatively.

e Quantitative factors will inchude a comprehensive analysis of historic performance over a
variety of market environments. Candidate performance will be evaluated relative to
appropriate market indices and peer groups. Candidates will be analyzed to determine

whether portfolio construction has adhered to their stated investment styles. ]
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e Qualitative factors such as ownership structure, depth of staff, professional expertise,
experience managing comparable portfolios, key employee incentives, stability, and
potential conflicts of interest also will be considered.

The consultant will identify a semi-finalist group of candidates. All semi-finalists will be judged
by the consultant as capable of meeting the Council’s needs. The Council will interview all or a
portion of the semi-finalist group and make the final selection. The IWG’s recommendations to
the Executive Director shall be solicited as an integral part of this process.

Guidelines for Manager Termination

The performance of the Council’s investment managers will be monitored on an ongoing basis.
The Council may place a manager on a “Watch List” or terminate a manager at any time. The
Council may, by separate resolution, adopt specific criteria to be utilized mn identifying
developments, which would cause a manager to be placed on a “watch list” and removed from
such a list.

Securities Lending

The Council may enter into a securities lending arrangement with an agent(s) when the Council
concludes that such arrangements would be beneficial to the Joint Trust Funds. Securities
lending services may be provided by the Council’s bank custodian or an independent service
provider. Securities lending programs result in the agent undertaking a direct or indirect asset
management function. The Council will use the same skill and due diligence in the evaluation
and selection of such agent(s) as utilized in the selection of money managers.

Rebalancing Guidelines

The Council may periodically instruct staff to shift and/or limit staff’s authority to shift assets
within asset classes and/or among asset classes. Unless restricted by Council action, the
Executive Director or an appropriate designee shall have discretion to move assets among
investment managers and asset categories provided that such actions are consistent with
movement of the actual asset allocation within the variability bands of the Council’s strategic
asset allocation policy and manager structure targets. Such adjustments to the actual asset
allocation may be made without prior Council approval when the actual asset allocation falls
outside of the variability target bands at end of a calendar month. The Executive Director shall
make the necessary adjustments to the initial target allocation within 30 calendar days. Staff
shall report any asset shifts at the next regular Council meeting. Such reports will include a
description of the rationale for the shift.

INDIVIDUAL ACCOUNT PROGRAM OBJECTIVES

The Council is responsible for the prudent investment of the Joint Trust Fund within the defined
purpose and investment objectives of each program mandated by law and policies of the
Council. The Council anticipates that the Joint Trust Fund (Restoration Reserve), along with
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other unallocated funds and accrued interest, will have a fair market value of approximately
$170 nnlhon on or about October 1, 2002. Consistent with the March 1, 1999 resolution funds “
in the Restoratlon Reserve and other remaining unobligated settlement funds available October ‘
1 2002, shall be allocated in the following manner:

.o 855 million of the estunated funds remaining on October 1, 2002 and the

- associated earnings thereafter will be managed as a long-term funding source, with
a significant proportion of these funds to be used for small parcel habitat
protection.; and '

o The remaining balance of the finds on October 1, 2002 will be managed so that

~ the annual earnings, adjusted for inflation, will be used to fund annual work plans
that include a comibination of research, monitoring, and general restoration.

Consequently, ihe Joint Trust Fund has a twofold investment mandate: (1) short-term liquidity
for ongoing habitat restoration purposes, including the probable acquisition of lands, and (2) a
long-term endowment to generate future income. Future land purchases-are subject to ongoing
negotiations and the timeline of their corresponding investments cannot be determined until such
negotlatlons are concluded. The investment horizon of these funds would change based upon
the prebable acquisition date.

Each program mandate shall be evaluated relative to an appropriate market benchmark and also
relative to an appropriate peer group of competitive alternatives. The number of investment
options and the market benchmarks shall be determined by the Council.

l

' STATEMENT OF INVESTI\@NT OBJEC'EWES AND IPOLICIES

. Introduction

The Council hereby establishes the following Statement of Investment Objectives and Policies
(“the Statement”) for the investment of the Joint Trust Fund. The Council assumes full ‘and
complete responsibility for establishing, implementing and monitoring adherence to the Council’s
policies. The Council reserves the right at any time to amend, supplement or rescind this
Statement.
Invesm::ent Objectives
o' Provide adequate liquidity for ongoing restoration purposes.

o Preserve the inflation-adjusted value of invested capital on endowment funds.
"' o Realize competitive, total rates of return. . :

o Incur minimum levels of risk that are appropriate to other long-term investment objectives.
Time Horizon
o Establish short and long-term investment objectives

i
1
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o Evaluate performance over one-, three-, and five-year time periods, with primary emphasis
for endowment funds placed on the longer time periods.

Benchmarks
Given the investment objectives and time horizons of the Joint Trust Fund, benchmarks are
established to gauge progress towards their achievement. The benchmarks are as follows:

o Variability of total market value. The percentage change in the market value shall be
contrasted to that expected from normal investment strategy.

o  Competitive rates of return. (Unless specified otherwise, the following benchmarks are
based on time-weighted rates of return.) i

1. For liquidity purposes, total annualized returns equal to inflation as measured by the U.S.
Consumer Price Index of all Urban Wage Earners.

2. For endowment purposes, the total annualized returns shall be established by separate
resolution and shall be in excess of inflation as measured by the U. S. Consumer Price Index of
all Urban Wage Earners.

3. Total annualized returns should equal or exceed the return on a passively managed
(market index based) portfolio with the same asset mix as the normal strategic asset mix.

4. Total Joint Trust Funds’ annualized returns should exceed the median return on an
actively managed portfolio with the same asset mix as the normal strategic asset mix and
comparable risk.

5. The time-weighted, total rates of return shall be compared to the total rates of retun for
similar public funds.

o Passively Managed Strategic Benchmark. Performance shall be compared on a quarterly
basis to that of a passively managed strategic benchmark. On a biannual basis,
performance will be presented to the Council. However, the main purpose of this
comparison shall be to contrast the lohg-term, actively-managed, pre-investment fee
performance results versus that of a passively managed portfolio with an asset mix identical
to the normal strategic asset mix. The passively managed strategic benchmarks shall be as
follows:

Asset Class Market Indexes
Cash 90-Day U.S. Treasury Bills
Broad Domestic Equity Russell 3000 Index
Domestic Large Cap S&P 500 Index
Domestic Small Cap Russell 2000 Index
International Equity EAFE Index
Domestic Fixed Income Lehman Aggregate Index
Intermediate Fixed Income Lehman Intermediate Gov’t Index
International Fixed Income Salomon Non-Dollar Gov’t Bond Index
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On a quarterly basis, an independent contractor shall calculate the passively managed
strategic benchmark by multiplying the respective index total return times the normal
strategic asset mix percentage. These statistics will be summed to generate a weighted
average total passively managed benchmark return. For periods longer than one quarter,
the quarterly returns, in factor form, will be chain-linked. In the case of periods longer than
one year, the return shall be annualized.

Actively Managed Strategic Benchmark. On a quarterly basis, an independent contractor
shall calculate the actively managed strategic benchmark by multiplying the median actively
managed portfolio return for each asset class segment times the normal strategic asset mix
percentage. These statistics will be summed to generate a weighted average total actively
managed benchmark return. For periods longer than one quarter, median returns for each
asset class segment shall be determined for the length of the period and then multiplied times
the appropriate normal strategic mix percentage. Those statistics will also be summed to
generate a weighted average total actively managed strategic benchmark return.

Asset Class Segments. To maintain an efficient risk/return profile and for the purpose of
setting objectives and policies for the different asset classes, assets shall be structured into
domestic equity, international equity, domestic fixed income, and international fixed income
segments. Collectively and/or individually, portfolios shall be called Managed Account(s),
whether the investments are direct or through units of commingled funds. Managed
Account investments shall be made with the care, skill, prudence and diligence under the
circumstances then prevailing that a prudent investor acting in a like capacity and familiar
with these matters would use in the conduct of Trust Funds of like character and with like
aims.
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RESOLUTION
of the
Exxon Valdez O\l Spill Trustee Councll
concerning the
Restoration Reserve and Long-term Restoration Needs

WHEREAS, in November 1994, following an extensive public process, the Exxon Valdez
Oil Spill Trustee Council (“Trustee Council”) adopted the Restoration Plan to guide a
comprehensive and balanced program to restore resources and services injured by the
oll spill,

WHEREAS, since that time the Trustee Council has used the Restoration Plan to guide
development of the annual work plans as well as the acquisition and protection of large
and small habitat parcels important to the long-term recovery of injured resources and
services;

WHEREAS, the Restoration Plan identified a series of large parcel purchases and the
Trustee Councll has been successful in obtaining habitat protection agreements with
willing-seller landowners to provide protection for approximately 635,000 acres;

WHEREAS, the Restoration Plan recognized that complete recovery from the oil spill
would not occur for decades and that through long-term observation and, as needed,
restoration actions, injured resources and services could be fully restored,

WHEREAS, the Restoration Plan specifically recognized establishment of the
Restoration Reserve to provide a secure source of funding for restoration into the future
beyond the last annual payment from the Exxon Corporation,

WHEREAS, the Trustee Council has sponsored an extensive public involvement
process to provide opportunity for comment on possible future uses of the Restoration
Reserve including public meetings in communities throughout the spill impact reglon and
also in Anchorage, Fairbanks and Juneau;

WHEREAS, a large volume of public comment regarding the Restoration Reserve has

been solicited and received urging a wide range of uses for remaining settlement funds
including a strong showing of support for additional habitat protectlon efforts as well as
research and other restoration efforts;

WHEREAS, numerous Native tribal members and other community residents from the
spill area have indicated a strong interest in continued support for community-based
efforts consistent with those that have been previously funded by the Trustee Council
such as subsistence restoration, Traditional Ecological Knowledge, youth area watch,
cooperative management, and local stewardship efforts;

WHEREAS, the Public Advisory Group (PAG) has reviewed and discussed long-term
restoration needs and use of the Restoration Reserve at considerable length and the
views of the PAG members have been communicated to the Trustee Councll,




WHEREAS, upon consideration of the restoration mission as provided by the settlement
and the Restoration Plan, past restoration program efforts and accomplishments, public
comments received by the Trustee Councll, the views of the Public Advisory Group
members, and the most current information regarding the status of recovery of the
resources and services injured by the oll spill, the Trustee Counci! has identified
substantial and continuing long-term restoration needs;

WHEREAS, full recovery of many injured resources and services is not yet complete and
long-term restoration, conservation and improved management of these resources and
services will require a substantial on-going investment to improve our understanding of
the biology and manne and coastal ecosystems that support the resources as well as
the people of the spill region;

WHEREAS, prudent use of the natural resources of the spill area without unduly
impacting their recovery requires increased knowledge of critical ecological information
about the northern Gulf of Alaska that can only be provided through a long-term
research and monitoring program,

WHEREAS, together with scientific research and monitoring, a continuing commitment
to habitat protection and general restoration actions, where appropriate, will help ensure
the full recovery of injured resources and services,

WHEREAS, consistent with the Resforation Plan, restoration needs 1dentified by the
Trustee Council require a long-term comprehensive and balanced approach that
Includes a complementary commitment to scientific research and monitoring, applied
science to inform and improve the management of injured resources and services,
continued general restoration activities where appropriate, support for community-based
efforts to restore and enhance injured resources and services, and protection for
additional key habitats,

WHEREAS, by October 2002, as a result of the past and anticipated future deposits into
the Restoration Reserve, it Is estimated that the principal and interest in the reserve,
together with remaining unobiigated settlement funds, will be approximately $170 million
unless, prior to that time, on-going negotiations conceming the Karluk and Sturgeon
rivers and adjacent lands or other potential habitat transactions result in habitat
acquisition agreements that obligates some of these funds,

WHEREAS, absent such additional acquisition agreements, $170 million is the total of
the funds estimated to be available to support long-term restoration based on projected
investment returns aliowable through the Court Registry under its existing authorlty and
thus reasonably anticipated as avaiable for restoration purposes by the Trustee Council
starting with FY 2003 (“estimated funds remaining on October 1, 2002"), and

WHEREAS, the limits of the existing investment authority of the Trustee Council have
resulted in the loss of millions of dollars in potential earnings that would have been
avallable to effectively address restoration needs in the future and support a
comprehensive program that maintains its value over time, and 1t is necessary that the
limits on the investment authority for the joint settlement funds be amended by Congress
if we are to optimize our potential restoration program,

r




THEREFORE BE IT RESOLVED, that the Trustee Council has determined that recovery
from the Exxon Valdez oil spill remains incomplete and there 1s need for establishing at
this time a continuing long-term, comprehensive and balanced restoration program
consistent with the Restoration Plan;

BE IT FURTHER RESOLVED, that funds in the Restoration Reserve and other
remaining unobligated settlement funds available on October 1, 2002 (for expenditure
starting in FY 2003) be allocated in the following manner consistent with the “Outline of
Action Under E;(istlng Authority” dated 3/1/99 attached to this resolution

e $55 million of the estimated funds remaining on October 1, 2002 and the
associated earnings thereafter will be managed as a long-term funding source
with a significant proportion of these funds to be used for small parcel habitat
protection and it Is recognized that any funding that may be authorized for
purchase of lands along or adjacent to the Karluk or Sturgeon rivers or other
potential habitat acquisitions would be made from within this allocation, and

e the remaining balance of funds on October 1, 2002 will be managed so that the
annual earnings, estimated at approximately 5% per year, will be used to fund
annual work plans that include a combination of research, monitoring, and
general restoration including those kinds of community-based restoration efforts
consistent with efforts that have been previously funded by the Trustee Councll,
such as subsistence restoration, Traditional Ecological Knowledge, Youth Area
Watch, cooperative management, and local stewardship efforts, as well as local
community participation in ongoing research efforts;

BE [T FURTHER RESOLVED, that the Restoration Office and the Chief Scientist, under

. the direction of the Executive Director, shall begin to develop a long-term research and

monitoring program for the spill region that will inform and promote the full recovery and
restoration, conservation and improved management of spill-area resources, and

BE IT FURTHER RESOLVED, that it 1s the intent of the Trustee Council that this long-
term reserve for research, monitoring and general restoration be designed to ensure the
conservation and protection of marine and coastal resources, ecosystems, and habitats
In order to aid in the overall recovery of those resources injured by the Exxon Valdez oll
spill and the long-term health and viability of the spill area marine environment,

BE IT FURTHER RESOLVED, that in developing a long-term restoration research,
monitoring and general restoration program for the spill region, the Executive Director
shall solicit the views of the Public Advisory Group, community facilitators, resource
management agencies, researchers and other public interests as well as coordinate
restoration program efforts with other marine research initiatives including the North
Pacific Research Board,

BE IT FURTHER RESOLVED, that the Executive Director shall work with the Alaska
Congressional delegation and appropriate State and federal agencies to obtain the
necessary investment authonty to increase the earnings on remaining settlement funds,
so that the Trustee Council will be able to conduct an effective restoration program that

maintains its value over time, and




D BE IT FURTHER RESOLVED, that in developing long-term implémentaﬁon options for
consideration by the Trustee Councll, the Executive Director shall-

e investigate possible establishment of new or modified govermnance structures to
implement long-term restoration efforts,

e explore aiternative methods to ensure meaningful public participation in
restoration decisions, and \ -

e report back to the Trustee Council by September 1, 1999 regarding these efforts.

Adopted this 1% day of March, 1999, in Anchorage, Alaska

DAVE GIBBON Déte RUCEJWBOTELHO /  Dafe
Trustee Representative Attorney General
Alaska Region . State of Alaska

USDA Forest Service
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' MARILYN HEIMAN Dat STEVEN PENNOYER ! Daté
Special Assistant to the Director, Alaska Region
Secretary for Alaska National Marine Fisheries Service

U S Department of the Interior

z/ulu[v V- ¥l (19
MICHELE BROWN Date
Commissioner Commissioner
Alaska Department of Alaska Department of
Fish and Game . Environmental Conservation

3/9/99 final




3/1/99

OUTLINE OF ACTION UNDER EXISTING AUTHORITY

Assumptions:

o. Use of the Restoration Reserve funds will commence with FY 2003 (October 2002)

The Trustee Council will allocate an additional $36M to the Restoration Reserve
(annual $12M payments in FY 2000, 2001 and 2002)

Additional restoration program authorizations from March 1999 to October 2002,
exclusive of contractual land payments and other habitat commitments, will amount
to not more than $35M

Remaining unobligated balance of restoration funds in October 2002 will be $170M
including funds that may be needed for a possible Koniag Karluk-Sturgeon
acquisition

Trustee Council receives no new investment authority and continues to invest
settiement funds in treasury instruments that yield approximately 5%

Elements of a Long-Term Restoration Program.

]

Consistent with the Restoration Plan, the core elements of a long-term restoration
effort would focus on research, monitoring, and general restoratlon including
community-based restoration, and habitat protection
Starting in FY 2003, and except as otherwise approved by the Council for habitat
protection, restoration efforts would be funded from the earnings of remaining funds
Earnings estimated at approximately 5% per year from treasury investments
(nominal yield)
The approximately $170M In restoration funds remaining on October 1, 2002 will be
allocated into two parts’
 $55M for habitat protection, including a possible Koniag Kariuk-Sturgeon
acquisition and any other additional acquisitions approved by the Council
prior to that date
4 remainder (estimated at $115M plus, under the current assumptions) for
research-monitoring, general restoration and community-based projects (e.g.,
subsistence, TEK, stewardship)
Absent changes in the investment authority and consequent increased yield on
Investments, there would be no inflation-proofing with the consequent loss of
purchase power over time in proportion to prevalling inflation rates (in order to
support an annual restoration program of effective size)
Cost of program management apportioned according to relative expense (public
involvement, agency participation, peer review, habitat acquisition support,
administration, etc.) to either the habitat or research, monitoring and general
restoration funds as appropriate

Habitat Protection:

‘@

$55M of re‘maining funds on dctober 1, 2002 (FY 2003) for Habitat Protection would
include any amounts needed to complete the Koniag Karluk—Sturgeon acquisition or
other:potential habitat protection purchases
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$55M of the estimated funds remaining on October 1, 2002 and the associated
earnings thereafter will be managed as a long-term funding source with a significant
proportion of these funds to be used for small parcel habitat protection and it is
recognized that any funding that may be authorized for purchase of lands along or
adjacent to the Karluk or Sturgeon rivers or other potential habitat acquisitions would
be made from within this allocation
After December 2001 (the end of the current easement), the $16 5M previously
allocated for the Koniag Karluk-Sturgeon acquisition, if not obligated at that point,
would be avaiiable for other habitat protection efforts
Issues that require further consideration:

 priority, criteria and decision-making process for specific parcel selection

o possible role of non-governmental organization to implement program after

October 2002
« extent of public involvement in future program

Research, Monitoring and General Restoration

2]

(]

Remaining balance of funds (estimated at $115M plus under the current
assumptions) for Restoration Research, Monitoring, and General Restoration would
be managed so that earnings-only would be used to support annual work pians
starting with FY 2003
Annual earnings currently estimated at 5% per year If within the U.S Treasury
(nominal yield, no inflation proofing)
Annual work plan would support continuing restoration and enhancement of ol spill
injured resources including long-term research-monitoring, development of improved
management tools, synthesis of results, general restoration activities, and
community-based restoration projects such as subsistence restoration, Traditional
Ecological Knowledge, Youth Area Watch, cooperative management, and local
stewardship efforts as well as local community participation in on-going research
efforts
Issues that require further consideration. ‘

« whether changes in the annual work plan process are appropriate in light of
reduced scale
means and extent of scientific peer review
means and extent of public involvement in process
how and to what extent communities and tnbes of the spill area would be
involved in long-term research, monitoring, stewardship and cooperative
management efforts
whether a new organization or governance structure is needed

SNNS
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3/1/98
Executive Director WORKING DRAFT Recommendation
SUMRMARY OF PAST AND ESTIMATED FUTURE USES OF SETTLEMENT
(in $mitlions}
REIMBURSEMENTS FOR SPILL RESPONSE 2131
RESTORATION MANAGEMENT FFY 8288  FFY 00-02 FFY 03+
Science Management, Public Involvement & Admmistration 247 51 TBD ()
Remaining {0}
@ RESTORATION IMPLEMENTATION FFY 82-99  FFY 00-02 Funds TOTAL
Research, Monitonng, General Restoration 1450 254 1160 285 4 398%
Habitat Protection 3721 45 550 4316 60 2%
517 1 288 1700 7170 100 0%

{a) To date, Restoration Office science rmanagement, public involvement and administration has cost approximately 5% of restaration program expenditures overall Beyond FFY 02,
science management, public involvement and administration costs will be allocated in proportion to program area costs

{b) Estimate of remaming funds includes Restoration Reserve (with $12 million per year to be placed into the reserve FFY 00 - FFY 02), interest accrued, the $18 5 muffion committed to a
Kontag purchase through 2001 plus additional funds currently unallecated

o
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App. C., Section 350, Public Law No. 106-113

Sec. 350. Investment of Exxon Valdez Oil Spill Court Recovery in High Yield Investments and in
Marine Research. (1) Notwithstanding any other provision of law and subject to the provisions of
paragraphs (5) and (7), upon the joint motion of the United States and the State of Alaska and the
issuance of an appropriate order by the United States District Court for the District of Alaska, the
joint trust funds, or any portion thereof, including any interest accrued thereon, previously
received or to be received by the United States and the State of Alaska pursuant to the Agreement
and Consent Decree issued in United States v. Exxon Corporation, et al. (No. A91-082 CIV) and
State of Alaska v. Exxon Corporation, et al. (No. A91-083 CIV) (hereafter referred to as the
“*Consent Decree'"), may be deposited in-- (A) the Natural Resource Damage Assessment and
Restoration Fund (hereafter referred to as the “"Fund") established in title I of the Department of
the Interior and Related Agencies Appropriations Act, 1992 (Public Law 102-154; 43 U.S.C.
1474b); (B) accounts outside the United States Treasur}; (hereafter referred to as *“outside
accounts"); or (C) both. Any funds deposited in an outside account may be invested only in
income-producing obligations and other instruments or securities that have been determined
unanimously by the Federal and State natural resource trustees for the Exxon Valdez oil spill
(trustees") to have a high degree of reliability and security. (2) Joint trust funds deposited in the
Fund or an outside account that have been approved unanimously by the Trustees for expenditure
by or through a State or Federal agency shall be transferred promptly from the Fund or the
outside account to the State of Alaska or United States upon the joint request of the governments.
(3) The transfer of joint trust funds outside the Court Registry shall not affect the supervisory
jurisdiction of the district court under the Consent Decree or the Memorandum of Agreement and
Consent Decree in United States v. State of Alaska (No. A91-081-CIV) over all expenditures of
the joint trust funds. (4) Nothing herein shall affect the requirement of section 207 of the dire
emergency supplemental appropriations and transfers for relief from the effects of natural
disasters, for other urgent needs, and for the incremental cost of “*Operation Desert Shield/Desert
Storm" Act of 1992 (Public Law 102-229; 42 U.S.C. 1474b note) that amounts received by the
United States and designated by the trustees for the expenditure by or through a Federal agency
must be deposited into the Fund. (5) All remaining settlement funds are eligible for the
investment authority granted under this section so long as they are managed and allocated

consistent with the Resolution of the Trustees adopted March 1, 1999, concerning the
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Restoration Reserve, as follows: (A) $55 million of the funds remaining on October 1, 2002, and
the associated earnings thereafter shall be managed and allocated for habitat protection programs
including small parcel habitat acquisitions. Such sums shall be reduced by-- (i) the amount of any
payments made after the date of enactment of this Act from the Joint Trust Funds pursuant to an
agreement between the Trustee Council and Koniag, Inc., which includes those lands which are
presently subject to the Koniag Non-Development Easement, including, but not limited to, the
continuation or modification of such Easement; and (ii) payments in excess of $6.32 million for
any habitat acquisition or protection from the joint trust funds after the date of enactment of this
Act and prior to October 1, 2002, other than payments for which the Council is currently
obligated through purchase agreements with the Kodiak Island Borough, Afognak Joint Venture
and the Eyak Corporation. (B) All other funds remaining on October 1, 2002, and the associated
earnings shall be used to fund a program, gonsisting of-- (1) marine research, including applied
fisheries research; (ii) monitoring; and (iii) restoration, other than habitat acquisition, which may
include community and economic restoration projects and facilities (including projects proposed
by the communities of the EVOS Region or the fishing industry), consistent with the Consent
Decree. (6) The Federal trustees and the State trustees, to the extent authorized by State law, are

authorized to issue grants as needed to implement this program. (7) The authority provided in

this section shall expire on September 30, 2002, unless by September 30, 2001, the Trustees have

submitted to the Congress a ref)ort recommending a structure the Trustees believe would be most
effective and appropriate for the administration and expenditure of remaining funds and interest
received. Upon the expiration of the authorities granted in this section all monies in the Fund or

outside accounts shall be returned to the Court Registry or other account permitted by law.

[[Page 113 STAT. 1501A-207-208]]
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Presentation Overview

“Now is always the most difficult time to invest!”

» Market Overview
- Domestic Equities
— Fixed Income
- International Equity

» Historic Performance & Asset Values
~ Cumulative
— Calendar Year Periods
— Asset Class Performance

» Capital Market Background & Projections
— Projection Process
— Building Blocks
— Changes in Projections from 2011
— Existing Policy with 2012 Long-term Projections
— Alternative Policy Choices

e Other Issues
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2011 and Early 2012 Overview

e Renewed concern regarding European credit

e Continued real economic growth but initial estimates subsequently reduced

e Concern regarding policy tightening as many emerging economies began to fight inflation
e Domestic interest spreads widen as fear of slower recovery grow

e Interest rates decline and stock markets fall sharply

Callan Knowledge. Experience. Integrity. Investment Presentation 3



Economic Indicators

Through June 30, 2012

Quarterly Real GDP Growth* (20 Years) Inflation Year-Over-Year
Nl i @ CPI (All Urban Consumers) @ PPI (All Commodities)
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Source: Bureau of Labor Statistics
» The U.S. job market is stagnant; unemployment rises to 8.3%.
e 2nd quarter GDP increased 1.7%; down from 2.0% in the 15t quarter.
» Headline & Core CPI increased 1.7% and 2.2%, respectively, over the trailing twelve-months.

e The Fed extended “Operation Twist” through the end of 2012 (additional $267B).

Ca"% Knowledge. Experience. Integrity. . Investment Prese“on



Asset Class Performance

Periods Ending June 30, 2012

¢ For Quarter:
— Bonds on top
— Emerging Markets worst

e For Year:
Bonds exceeded Equities
- International Equity negative

» Last 3 years:

— Double digit returns for equities,
except developed Intl stocks

» Last 10 years:

- Bonds still ahead of Developed
International Equity

— All asset classes positive

Callan

Knowledge. Experience. Integrity.

Periodic Table of Investment Returns
for Periods Ended June 30, 2012

Last Quarter Last Year

Barclays Aggregate Barclays Aggregate
Index

Last 3 Years
Russell:3000 Index

Last 5 Years Last 10 Years
Barclays Aggregate MSCI:Emer Markets

Index Index

16.7% C
MSCI:Emer Markets 3N

14.4%

Russell:3000 Index Russell:3000 Index

10.1%
. Barclays Aggregate
Index

5 8“,""1
Barclays Aggregate
Index

Russell:3000 Index § Russell:3000 Index

53 1(’3/:’,)

MSCI:EAFE US$

6.9%
MSCI:EAFE US$

0.4%
MSCI:Emer Markets

5.6%

MSCI:EAFE US$ MSCI:EAFE US$

(7.1%) (13.8%)
MSCIl:Emer Markets MSCI.Emer Markets

0.2%
MSCI:EAFE US$

(8.8%) (6.1%)

Investment Presentation 5



Fixed Income — Treasury Yield Curve

U.S. Treasury Yield Curves

® June 30,2012 @ March 31, 2012 ® June 30, 2011

0% e W RN T VU T T S N e e ) P R e e R
0 o 10 15 20 20 30

Maturity (Years)
Source: Bloomberg
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Recent Asset Values

AUM (SMM) | AUM ($MM)
Portfolio 713112012 | 12/31/2011
AYO2 - Research Fund | 93,723,897 | 87,644,775
AY2H - Habitat Fund 36,851,016 | 34,010,201
AY2J - Koniag Fund 51944289 | 47,932,411
TOTAL AUM 182,519,202 | 169,587,387

Note that asset values advanced markedly during the first 2 months of 2012
Performance comparisons focus on periods ended 6/30/12
Historic values and returns were obtained from State Street Global Advisors

Ca“an Knowledge. Experience. Integrity. Investment Presentation 7



Asset Distribution

As of July 31, 2011

Portfolio AUM ($MM) | AUM (%)
AY02 - Research Fund 93,723,897 100.0%
AY02 - Russell 3000 Index | 43,377,710 46.3%
AYO02 - Fixed Income 28,473,190 30.4%
AYO02 - International Equity | 21,871,948 23.3%
AY02 - Money Market 1,048 0.0%
AY2H - Habitat Fund 36,851,016 100.0%
AY02 - Russell 3000 Index | 17,052,999 46.3%
AY02 - Fixed Income 11,270,064 30.6%
AYO02 - International Equity | 8,527,736 23.1%
AY02 - Money Market 216 0.0%
AY2J - Koniag Fund 51,944,289 100.0%
AY02 - Russell 3000 Index | 24,033,928 46.3%
AY02 - Fixed Income 15,216,795 29.3%
AY02 - International Equity | 12,019,808 23.1%
AY02 - Money Market 673,758 1.3%
TOTAL AUM 182,519,202 -

» Each of the 3 sub-funds is well-diversified & close to target

Ca“% Knowledge. Experience. Integrity. .
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Total Fund Cumulative Peformance versus Target Index

Periods Ending June 30, 2012

Last Last 2 Last Last 3 Last5 | Last7 | Since | Inception

Portfolio Quarter | Quarters | Year Years Years | Years |Inception Date
AY02 - Research Fund -2.09 6.79 2.94 12.64 2.0 .27 5.03 11/01/2000
AY2H - Habitat Fund -2.08 6.81 2.97 12.66 2.99 5.16 6.65 11/01/2002
AY2J - Koniag Fund -2.08 6.81 3.01 12.57 248 .12 6.61 11/01/2002
EVOS Target Index -2.41 5.94 1.06 11.68 2.1 4.90 4.55 11/01/2000
6.53 11/01/2002

Calendar 2011 market returns were dominated by European economic concerns and Q3
“flight to quality.” While remaining volatile, domestic stocks have rebounded thus far in 2012
and interest rates have continued to decline.

All 3 funds have outpaced their target indices since inception, and during the first six
months of 2012.

While the post “meltdown” returns have been attractive, trailing 5 and since inception
returns are still dominated by the 2008-early 2009 bear market.

EVOS Target is: 47.0% Russell 3000 Index, 23.0% MSCI EAFE Index, and 30.0% Barclays Aggregate Bond Index.

Ca“an Knowledge. Experience. Integrity. Investment Presentation 9



Total Fund Cumulative Returns

Returns for Periods Ended June 30, 2012
Group: CAl Endowment / Foundation DB

oty Last Quarter Last Year Last 3 Years Last 5 Years Last 7 Years Last9 Years  Last 11 Years

10th Percentile 0.52 4.06 13.14 3.31 77 8.93 7.49

25th Percentile (0.60) 2312 12.36 2.40 6.03 7.74 6.33

Median (1.54) 0.75 10.89 1.66 5.09 6.79 527

75th Percentile (2.42) (0.65) 9.63 0.29 4.18 5.94 4.57

90th Percentile (3.09) (2.22) 8.53 (0.79) 3.06 5.04 3.64

AY02 - Research Total Fund (2.09) 2.94 12.64 2.71 5.27 6.40 5.38
AY2H - Habitat Total Fund (2.08) 2.97 12.66 2.55 5.16 6.35 -
AY2J - Koniag Total Fund (2.08) 3.01 12.57 2.48 5.12 6.30 -

EVOS Target Index (2.41) 1.06 11.68 211 4.90 6.24 4.93

Russell:3000 Index (3.15) .84 16.73 0.39 4.29 6.39 3.48

MSCI:EAFE US$ (7.13) (13.83) 5.96 (6.10) 2.31 6.52 372

Barclays Aggregate Index 2.06 7.47 6.93 6.79 5.58 5,11 5.90

«  While comparative performance is less important than performance relative to an appropriate
policy benchmark, it provides a useful frame of reference for assessment of your policy & its
implementation.

Ca“% Knowledge. Experience. Integrity. Investment Preser“bn 10
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Total Fund Calendar Year Returns

Returns for Calendar Years

12 Years Ended June 30, 2012

Group: CAl Endowment / Foundation DB

10th Percentile
25th Percentile

Median
75th Percentile
90th Percentile

AY02 - Research Total Fund
AY2H - Habitat Total Fund
AY2J - Koniag Total Fund

EVOS Target Index
Russell:3000 Index

MSCI:EAFE US$
Barclays Aggregate Index

- Calendar period performance demonstrates that the 3 funds have tended to outperform

2 Qtrs.

2012

7.02
6.18
5.54
4.66
3.53

6.79
6.81
6.81

5.94
9.32

2.96
237

2011 2010 2008
5.02 15.28 27.31
2.37 14.15 24.28
0.04 12.79 18.60
(1.72) 11.33 13.45
(3.53) 9.16 8.72
1.57 13.06 21.21
1.58 13.06 21790
1.63 13.10 20.87
0.15 12.78 2212
1.03 16.93 28.34
(12.14) 7.75 31.78
7.84 6.54 5.93

2008
(19.21)
(23.29)
(26.42)
(29 29:]

(31.73)
(24.24)
(24.75)
(24.91)
(25.06)

27

(2
Q)
8

o

“
K] )
IAD A

1\44 90)

3
5.24

2007 2006 2005 2004
14.92 17.56 1217 15.21
12.06 15.72 9.83 13.13
8.93 14.00 7.97 11.41
7.16 12.563 6.47 10.12
5.48 11.00 5.13 7.50
6.64 13.05 6.24 9.89
6.74 13.09 6.09 10.15
6.74 13.13 6.13 10.04
6.96 13.26 6.29 10.13
5.14 15.72 6.12 11.95
14.17 26.34 13.54 20.25
6.97 433 2.43 4.34

2003
29.27
25.32
22.26
18.58
14.42

19.74
19.81
19.75

20.44
31.06

38.59
4.10

2002 2001
(2.98) 414
(6.67) 0.74
(9.30) (2.51)
(12.22) (5.58)
(15.79) (8.05)
(7.18) (2.01)
(7.76) (4.97)
(21.54) (11.46)
(15.94) (21.44)
10.26 8.43

endowment and foundation peers in declining markets while often lagging slightly in strong
equity markets.

Callan
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Total Fund Risk and Return

Scatter Chart
for 5 Years Ended June 30, 2012
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