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he iI/DO fildel 011 spill restoralioo prooram has oow IIiIssed ibe midwal polot in tbe
IO·mr palment ,ennd ~om Emn. Tbl program MS aP~lliJat is worling and well

.11 iU WiJ to complelioo:

MOLLY McCAMMON
DIlIII.......

iII. ,1I1tJ III SpIt Tr1sIft tmcI

D1RE~T~R'~ ME~~AGE

2

_ The program has beln audited and fioaoclal and operallog procedures baye heeo r!ilsed.

_ Much ofibe habitat prnteclinn program Is elmer compleled or close 10 II.

_ The research and monitoring Illortl are Increaslngll ecoiogi&al in sClpe with one Injured lIIeCIOl
ful11 rewllred frlm the ellects oflhl spill and othere well 00 their way toward reCOlerl.

_ Tbe pDilllc, and especlalll lIaska Nalill communities, balO increaSld opportunities lor tniolYement.

Mission accomplisbed, rigbt? Well, malhe not goite. Wbenem Ithlok tbattbe restnration program Is
II alitb ofrnulinl implementation, I'm reminded Oncl again that restoration Is not aproJett report Ir
acompleted ,ur&IJase agreemlnt lor Ipiece olland. II is something dynamic aod miring.

The reminder mls lime came from Williams College proressor Or.lai Lee, kelnote speaker at our annual
restoration workshop and aveteran oflhe salmon/hldrnpower struggles of the Pacific Northwesl. Dr. Lee
told his audieoce tbat me deh!te should he less aboot restoralinl alld more ablut "~ewardsbip.· Tbe III
spill and reCOlOr! mU!! he ,iewed 10 ~uman terms, be argued, "framed bl and rooted in bumao cnmmuoities
that will go on helnnd me restoralien penod.'

Altbnugh the major prinnties are in place, the restoratinn prngram wnlinues to mile. Tbe m~or ~eclsinn

remaining concerns future use ollbe londs now set aside in the Restoration Reserve. Ibope the spill area
commuollies and ~e public will take a~rong role in helping sltape tbe legacy Irme imB fildel oillllill.
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SEA OTTERS

Sea otters, which became the syrnb<ll of oil's destruction during the early days of the spill, are

doing well altllOugh their numbers in the hard-h.it portions ofwestern Prince William Sound remain

low. For this reason, the sea otter continues to he listed as not recovering.

A group of young males observed off Knight Island may be a good indicator of recovery,

showing expansion into territory thai can perhUI)S now support more sea otters.

HARBOR SEALS
The oil spill hit harbor seals hard at a time when they were

already in serious decline. The population of harbor seals in

nortllern f,rulf walers drOI)!.ed from an estimated J25,000 in

1973 to 21,000 in 1994. a decline of 80 percent over 20 years.

At the time of the spill, it's estimated that 2.200 harbor seals

inhabited Prince William Sound and about 13 percent ofthem

perishe(l. The decline has continuerl at a rate of 6 percent per

year since the oil spill, and rates of decline are higher in oiled

areas than in lUlOiled areas.

The Trustee Couneil is funding a fivt,"'year project to

delermine factors influencing harbor seal survival rates. Biologists are looking at a change in the

quality and quantity of food as a primary faclor in Ihe lledine. They are now able to learn some­

thing about the diet of a harbor seal by analyzing the fatty acids in the blubber.

Harbor seals have long been an important subsistence resource for Native communities in the

spill region. The lack of opportunities to hunt seals has changed Ihe diels of subsistence users. The

Alaska Native Harbor Seal Commission, using Council funding, is training Native hunters 10 col­

lect samples from seals harvesled during subsislence hunts. These Saml)les will he turned over to

biologists to aid in harbor seal research.

KILLER WHALES
The well-knowJl and intensively studied AB pod of killer whales - a group of 36 animals

inhabiting Prince William Sound and the Gulf of Alaska - apparently lost J3 of its members and

produeed no young in Ihe two years following Ihe spill. Since then, the pod has continued to suf­

fer more losses than births and ils complcx soeial structure appears to be deteriorating.

The link between these losses and the spill is only circumstantial. However, the losses far

exceed normal rates documented over 20 years of study for this and other killer whale groups in

the north Paeific.

More than 80 killer whales in six "residenl" pods regularly use Prince William Sound. Olher

whales in "transient" groups pass through the sound less frequently. Transients prey on marine

mammals, whereas resident pods feed on fish. Hesearchers are examining whelher predation by

Iransient killer whales is contributing to the decline in harbor seals.
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RIVER OTrERS
River otters have a low popuJatioll

density and an unknown popldation

size in Prince William Sound. TWf'Jve

river otter carcasses were recovered

foUowing the oil spill, but actual mor­

tality is not known. Post-spill studies

found notable differences hetween

river olters from oiled and unoiled

areas, including eXl)Osure to hydrocarbons or other

sources of stress, reduced diversity in prey species,

reduced body size and increaSf"(1 territory size. It is not

clear if all of these differences are the resuJt of the spill.

The Nearshore Vertebrate Predator project will shed

Dew light on the swtus of the river olter. The AJaska Board

of Game has restricted trapping in western Prince William

Sound to ensure that results of this study are not influenced

by removal of animals from study areas around Jackpot

and Knight islands.
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BALD EAGLE
The population of bald eagles along the coastline of Prince Willium Sound has returned to

pre-8pilllevels, leading the Trustee Council to list the national symbol as the first injured species to

fully recover from the effects of the oil spill. Aerial surveys conducted in 1995 verified the resur­

gence of the bald eagle in the spill region.

It's estimated that 5,000 bald eagles currently reside within Prince WiUiam Sound, either year­

round or seasonaUy. AI)proximately 250 of the birds died in the sound during the spill, mostly from

scavenging the oiled carcasses of other victims.
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HARLEQUIN DUCKS
The summer population of harlequin ducks in the spill region numhers only a few thousand

hirds, yet more than 200 carcasses were found and it's likely many more were never recovered.

It's not clear whether the birds that died in the oil were from this smaU breeding population or the

larger wintering population, but the impact on this s~ies eQuid go far beyond the spill area.

There continues to be concern about poor winter survival of adult females in western

versus eastern parts of the Sound. Several research projects are underway to determine the

factors that may limit recovery of this species. Harvest of harlequin ducks has been restricted

due to po!Hllation concerns.

MARBLED MURRELETS
The marhled murrelet is listed as threatened in

the Pacifie Northwest, but is still abundant in

Alaska waters. However, the marbled murrelet

population was already in decline in Prince William
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Sound before the spill, which killed an estimated 7 percent of the population in the spill area.

Marbled lllurreleLs are highly reclusi"e and nesting sites in the old-growt.h forest are difficult to

find. llesearclJCI1I have fleveloped new W3)"S to monitor I)r(Kluetivity based on the number of jU\'e­

niles which make it to the water.

PIGEON GUILLEl\10TS
It's estimated thai the oil spill claimed ]0-15 percent of the pigeon guillcmots in the region.

There is no e,·idcul'c of a posl-!;pill recO\"ery and, as is the case for harbor seals and se,"eral other

flSh-ealing sl~. natural changes in food supplies may playa role. Pigeon pilllemots nesting on

Prince William Sound's Naked Island have declined by 40 percent since 1981.

Pigeoll guillemols are a major focus of 0\10 large-scale research Ilrojects. The APEX I)roject is

investigating the possible link between population loss and the 3vaiJabiUl)' of Corage fish. such as

Pacific herring. sand lance and capelin. The NVP project addresses the possihlity that exposure to

oil continues to limit the guillemot's recol"er"}'.

PINK SALMON
Many commercial fisheries were closed in 1989

due to concern about oil cont3minating fISh bound

for buman consumption. By 1990, most of those

fisheries had reorM'ned, but oil's impact on the fISh

themselves lingered.

Both wild and hatchery­

reared pink salmon swam

through oiled waters in

1989 as they foraged in

Prince William Sound and
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migratClI to tbe sea. The

resultM were reducefl growth

rates in young salmon and

increasefl egg mortality in

oiled streams. Differences in

egg mortality betwI-en oiled and unoiled streams disaplleared in 1994 and this lack of diffcreuC(' has

been sustained til rough 1996. Wide swings in returns of pink salmon may largely be a function of

natural conclitions in the sound and in the Gulf of Alaska. The SEA ecos)'stem projC<"t is working

to understand the natural flurtuations of these commercially important species.

SOCKEYE SAL'10N
The oil spill caused a different problem for sockeye salmon. BecauSt' conuncrical fisheries were

dosed, more socke)·c reached the Kenai Ri\"Cr (and other ril'er-Iake systems) to spawn. Aa a result.

a super abundance of jU\'eniles "o\'ergrazed" their food supply. 1be effect of a large o\"Cres«:ape­

ment can ripple through a S)1item for )"ears. Although the return per spa"..ning adult continues to

be lower than normal, prodUctil-lt)' is now acceptable.

The Trustee Council supports several projecl3 to enhance sockeye and pink salmon runs by

restoring streamheds. creating fisb ladders and fertilizing lakes.
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PACIFIC HERRING
Pacific herring retunleO to Jay their eggs in the illlcrlilial and subtidal areas of Prince William

Sound within w~ks after the oil spill. The year class of Pacific herring renlllined strong through

1992, but crashed severely in 1993, resulting in cancellation of the commercial fishery for four 8UC-

cessive years.

A viral disease and a fungus were identified as probahlc reasons for

the crash. Evidence shows that stress on the population can he a major

factor in spreading the disease and laborlliory studies continue to explore

the connection between the epidemic and the oil spill. Preliminary resuJts

also indicate that walleye pollock can be significant competitors with and

predators on herring.

Conunercial fishing for hait herring resumed in the faU of 1996 and

the lucrative roe fishery is c~tcd to be open in the spring of 1997.

lime Ilinown I~OI CI~rm[ [rolll
1M"e ~11111 ~ull ,~Icll~ a[ me
onl",[ limn Ilm,r ".~.In [III
a'£1 P~NI Iliiolli[ej ID Iliir·
II" m, ~~nonilpi ~clllm ral·
Ilit aoj aOMrnDlDl lirms i Ibil
lJIdel.1Iillnflrmll0111 crollal lor
j",llp..1i 110Ig·[W mlmlloo
aM "'I,eII"[ lraiD.

CUTTHROAT TROUT
Prince William Sound is

at the northwestern limit of

the range of the cutthroat

trout, a prizell sport fish.

There are few local stocks

and numbers are smaU.

FoUnwing the oil spill, cut­

throat trout grew more slow­

ly in oiled than in ltnoiled

streams, possibly as a result

of retJuced food supplies or

exposure to oil.

The Trustee Council is

supporting a project to

monitor whether habitat

improvements inadvertently -by~­

increase numbers of their competitor, the coho salmon. Little is known about the cutthroat trout

in Prince William Sound. Another l)roject has coUecteri trout from 11 sites to help develop a long

term, comprehensive and et:ologicaUy sound restoration strategy for these fish.
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INTERTIDAL, SUBTIDAL & SEDIMENTS
Detailed coastline surveys found varying degrees of oiling on 1,500

miles of coastline. Impacts to intertillal and subtidal flora and fauna

occurred at all tidal levels and to depths up to 20 meters. Many species

of algae and invertebrates were less abundant at oiled than at unoiled

sites. In some cases, oil-tolerant species increased greatly, changing the

cnmposition of the biological communitics. Intertidal and subtidal

communities are ret:nvering from the spill and the cleanup activities

that foUowed, hut some effects linger.
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Exxon Valdez oil pen~trated d~eply into cobble and boulder beaches and the underlying

sediments that are common on shorelines throughout the spiti area. Some of that oil remains, espe­

cially in shehcred habitats and underneaLh rocks. The oil that remains is re.latively stable. [n 1995,

a shoreline survey team visited previously oiled sites in the Kodiak Archipelago and found no oil or

only trace amounts.

The Trustees approved a $1.9 million c1cwlUp plan in the Chcncga area of western Prince

William Sound in an effort to boost local confidence in subsistence and recreatiolllll use of the tide­

lands. TIle cleanup of residual oil was request~d by local residents even though technical experts

do not consider the residual oil to be an ecological risk.

A 1993 shoreline survey of Prince William Sound identified 225 locations with residual surface

oiling, asphalt or mousse. The Chenega-area cleanup, scheduled to take place in the summer of

1997, will target surface oil found at eight key sites on Latouehe, Evans and Elrington islands.

These sites are on beaches where residents gathcr food from the rich tidelands.

nMU RESOURCES un SERVICES
Injuries caused by the oil spill go well beyond the birds, fish, mammals and pristine shoreline

coated with North Slope crude. The human impact is also recognizeoJ. by the Trustee Conncil.

Archaeological sites were laoteo, subsistence severely curtailed, commcrcial fishing shut down for

a season followC(1 by years of disruption, recreational use limited and, for many, the mystique of

unspoiled water and lands forever tainted.

ARCHAEOLOGY
It's estimatC(i that there are more than 3,000

significant archacnlogical sites in the oil spill region.

During the early days of the cleanup, with thou­

sands of people working at remote beaches, many

archaeological sites were rliscovcroo and 24 sites on

public land were looted or vandalized. Artifacts

were stolen, burial sites violatC(1 and valuable his­

torical evidence of North Amcrica's earliest human

inhahitants destroyed.

The (Icstructioll of archaeological sites is a loss

of history that cannot be restored or rencwed. The Trustee Council funded in 1996 a project to

organize local resitlents to monitor nearhy archaeological sites and therefore avoid further Joss.

Vandalism pcrsists but no new sites were scriously vandalized in 1996.

In addition, a project is undcrway to cxplore options with communitics in Prince William

Sound and lower Cook Inlet which have expressed an interest in developing facilities for storage

and display of artifacts. This project would also help CQllmlUnities develop educational programs

with the goal of long-tcrm protection of the resources.

The AlutU(1 Archaeological Repository in Kodiak, constructed in part with Trustee Council

funds, currently senes these puposes for the Kodiak Island communities.
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SUBSISTENCE
Subsistence harvests in most of the spill-area villages declined substantially following the spill.

The harvest, as measured in pounds per person, appears to have retur!le<! to pre-spill levels in

some communities, but some resources remain scarce.

To assist scientists in their efforts to Jearn why the harbor scal is continuing its decline, the

Alaska Native Harbor Seal Commission is training subsistence hWlters in the proper procedures

for taking and storing tissue samples. This provides a wealth of information about harbor sealloca­
tions, diet, and overall health.

Native Alaskans are also sharing infonllation learned from thousands of years of subsistence

gathering. Local subsistence users, for example, were able to provide a boost to new research on the

Pacmc octopus by showing researchers that this elusive mollusk can easily be found among Focus.
Other I)rojecls provide direct relief to communities that are short of subsistence resources.

Hatchery-produced king salmon are starting to return to Chenega Bay; coho are being released

into Boulder Bay near Tatitlek; the Kametolook River near Perryville will be enhanced to restore

natural coho runs; sockeye will be stocked in SolfLake in Prince William Sound; pink salmon are

being given a boost to restore subsistence fisheries near Port Graham; and littleneck clams the size

of a fmgernail are being 1}lanted as seedlings in an experiment to revitalize c1anulling as a subsis­

tence activity in Tatillck, Nanwalek and Port Graham.
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Archaeological resources
Common murres
Intertidal communities"
Mussels
Pink salmon
Sediments
Sockeye salmon
Subtidal communities

•Status of intertidal com­
munities based largely on
monitoring in sheltered
rocky habitats in Prince
William Sound: status of
other intertidat habitats is
tess certain or unknown.
though some recovery can
be anticipated.

Cormorants (3 species)
Harbor seals
Harlequin ducks
Killer whales (AB pod)

Marbled murrelets
Pacific herring
Pigeon guillemots
Sea otters (western PWS)

Black oystercatchers
Clams
Common loons
Cutthroat trout
Designated wilderness
areas
Dolly Varden
Kittlitz's murrelets
River otters
Rockfish

Resources
and Services
Injured by
tbe Spill

Commercial fishing

Passive uses

Recreation & Tourism
(including sportflShing.
sport hunting. and ottler
recreation uses)

Subsistence



RECREATION
Recreational users lIore benefiting from restoration projects in several ways. Habitat protection

opens up land previously off limits to Cilllll)Crs, hunters, sport fIShers, and wildlife viewers while at

the same time protecting the health of 6sh, hird and marine mammal populations.•'or example,

purchase was completed in 1996 of a prime 220·acre Cook InJet bluff parcel just north of Horner,

which is expected to be developed into a milch needed state-run campground and rccreationalsite.

Likewise, a newly acquired 64-acre site on Grouse Lake north of Seward is expected to be devel­

oped into a U.S. Forest Service campi,Ff"ound.
in addition, funds from Exxon's criminal seltlement with the slate are being used to build camp­

grounds, cabins,trails,lJridges, huoys, food cachcs. toilets, fire rings, docks and interpretive signs.

COMMERCIAL FISHING
Many research and moni­

loring projects are geared

toward impro\'ing the health

of commercial fish sl)ecies

and providing the tools for

Letler fjsheries lIl11nagcmenl.

State fisheries hiologists are

using genelic coding to

determine eXllcdy 10 which

syslcms sockeye salmon are

returning, allowing better

in-season decisions concern­

ing fisheries management.

Also during 1996, salmon

streams were enhanced, sock­

eye salmon lakes fertilized, fi.sh ladders built, rivers cleaned of debris and

deepened, overescapement analyzed, hatchery salmon tagged through

ololith mass marking, and the health of Prince William Sound Ilerring

studied by several means, Research on disease affecting herring has led to

new management techniques affecting the herring pound fishery, In addi­

tion, humlrcds of limes of salmon spawning and rearing hahitat have been

I)rotected through the Council's babitat protection progrmn _
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Through genetic mapping, scientists have learned to accurately i,lentify to which rivers wild

salmon are returning 80 that commercial fisheries can be better regulated to protect injured

wild stocks. With restoration funding, manageNi have developed a way to mark hatchery

salmon en ma.ue, doing away with the painstaking process of marking tiny salmon fry one by

one. Through intensive research, scientists have identified the virus suspected of causing the

herring crash in Prince \'\ilIiam Sound during recent years and they are continuing to study fac­

tors ""hich might have hel,H:d spread the disease.

RE~EHCH & M~NIHRING
The challenge to scientists is to look at the spill region as a single ecosystem, taking into account

the complex interrelationships among species as well as oceanic and other ph)".sical factors.

To accomplish this, the Trustee Council is prO\iding long-ternl funding for three major projects

that explore the natural dynamics of the ortb Pacific. They are known by their acronyms: iVP,
SEA and APEX.

NVP
The Nearshore Vertebrate Predator project began in 1995, using four indicator species to

study recovt'ry factors on land and in shaUow waters along the shore. The project focuses on om

fISh ealers - river oUf'rs and pigeon guiUemots - and two species which feed on

shellfish - harleflUln ducks and sea otters.

Nearsho"e arelL!l were the hardt'st hit by Exxon Valdez: oil, which clung to the

beaches and pollutt'd the waters on each succeeding high tide. Not surprisingly,

species commonly found in nearshore waters suffered severe losses during the

spill. Pigcon /,'uillclllots, Illlrlcquin ducks and sea otters continue to he listed as 1I0t

having recovered from the effects of the spill. Though the population of river

oilers is thought to be low, not ellough is known about them to determine their

recovery stattls.

Ilescarchers are looking at nutrition, health indicators and popldation factors

which affect these predators and their prey. Studies of such invertebrates as sea

urchins, mussels and clams, and such nearshore fish as sand lance, help determine

how !Jle health and abundance of prey affects the recovery of their predators.

SEA
The Sound Ecosystem Assessment projecl was initiated in 1994 to understand the dynamics

influencing pink salmon and Pacific herring prooucti,-ity in Prince William Sound. Local popula­

tions of both s~ies are highly ,·ariable. The herring population crashed in 1993, leading to imme­

diate cancellation of the commercial roe fIshel")' until its reinstatement SC'heduJed for spring 1997.

Scientists believe a complicated web of factors could be in\'olved in the prooucti,-il)' of pink

salmon and herring. They dt'Signed SEA to consider oceanic conditions, availability of food, and

predation. Scientists are seeking an ecosystem-level understanding of the factors colltrolling pink
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salmon and herring populations, including the availability of food for juveniles resull.ing from

physical factors such as tidal currents, salinit}, and water temperature. and the predation on juve­

niles by other spcci(.'S.

Studies have helped create a better picture of fish movements within Prince William Sound.

For example, researchers discovered for the first time the locations where juvenile herring over­

winter, allowing a close look at winter sll.rvi,'ul. Computer modeling has helperl sf:icntists under­

stand how ocean currents affect the availability of plankton for pink salmon and herring fry.

APEX
The Alaska Predator

Ecosystem Experiment,

a six-year project that

began in 1995, concen­

trates on the productivity

of seabirds based on the

availability of forage fish

as a food source. Severa)

bird species, including

pigeon guillemots, com­

mon murres and black-
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legged kittiwakes, are being studied as key inJ..icators of ecosystem health.

This project is designed to identify changes that are occurring in the Gulf of Alaska and explain

how those changes are affecting seabirds. Field work with seabirds suggests that reproductive suc­

cess and population trends are more favorable with a high-fat diet of species such as rallelin, sand

lance and herring, than with recent diets of low-fat walleye pollock. The population of black-legged

kittiwakes In an area of stable high-fat prey J..id not decline,ln contrast to other populations that

had less fat In their diets. Captive rearing experiments involving nestling black-legged kittiwakes

and tufted JHlffins confirmed a slower rate of growth for birds fed pollock comparerl to those fed

sand lance and capelin.
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Analysis of historical data shows an

abrupt change In relative abundance

of forage fish in the late 1970s and

early 1980s, with pollock and bottom

fish replacing the more nutritious

capdin, shrimp and sand lance.

Together, these fUidings support the

theory that a reduction in fat-rich for­

age fish species may have eontributerl

to pre-spill declines and lack of recov­

er,.. of seabirds, induding pigeon

guillemol.S and marbled murrcIels.

Continuing field work suggests that

the abundance of several forage fish

species rna,.. be reco\·ering.
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FORAGE FISH SYMPOSIUM
The Trustee Council was a co-sponsor of the International Forage Fish Symposium in

November 1996. This symposiwll brought scientists from around the world to Anchorage to share

new infonnation about forage fish, their predators and their food sources.

Since forage fish are the foot.! staple for most of the fish, seabirds and marine manunals injured

in the oil spill, the spnposiwlI provideJ Alaska scientists with the opportunity to highlight their

research and get a broad r.icturc of other marine ecosystems from other top scientists in their field.

PROCEEDINGS OF THE EXXON VALDEZ OIL SPILL SYMPOSIUM
A new book flcscrihing the injuries caused by the Exxon Valdez oil spill was released in October

1996 providing: lIle most comprehensive coUection ofTrustee-ftulded scientific papers publisheJ to date.

The ProcccrliuW; of the Exxon VtlUk: Oil Spill Svmpo~illm contains 61 scientific papers origi­

natly presenteJ at a 1993 symposium organized by the Trustee Council. The volume contains 996

pages and was edited by Stanley (Jeep) Rice, program manager for Habitat Division, Auke Bay

Fishcrics Lahoratory; Robert Spies, chief scientist for the Trustee Coundl; Bruce Wright, program

manager for the Office of Oil Spill Damage Assessment and Restoration at Auke Bay; and D.A.

Wolfe, NOAA Office of Ocean Besources Conservation anJ Assessment.

More than 150 investigators contributt.>d to the hook and another 100 peer reviewers evaluat­

etI the papers, making it a signmcant record of scicntific effort to dctenninc the extent of the

injuries caused by the spill.

The book can he purchased by contacting the American Fisheries Society, Publication

Fulfillment, P.O. Box ]020, Sev.lckle)" PA 15143, phone: (412) 741-5700, fax: (414) 741-()6()9. The

cost is $35 for the book plus $4 for shipping insiJe the U.S. or $6 for shipping outside of the U.S.
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RESTORATION WORKSHOP
The Annual Restoration Workshop, held January 23-25, 1997, brought together principal inves­

tigators on Trustee Council projects, assfl(;ialed scientists, resource managers, peer reviewers, com­

munity involvement facilitators, staff and other interested parties for three days to share data gath­
ered and analyses done during the last year.

Dr. Kai N. Lee, author of Compass and Gyroscope: Inle~ratin; Science and Politics for the

Environment, was keynote speaker, emphasizing the ecosystem approach to research and

resource management and urging the Trustee Council to consider the human elemellt 3S an inte­

gral part of the ecosystem. Lee is dircctor of the Center for Environmental Studies at Williams

College in Massachusetts.

nlENCE HI~Hll~HTS
HERRING POUND

Samples from Puget Sound, Washington, and Craig, Alaska, have shown that a significant

number of Pacific herring held in pens begin showing signs of the same virus (VHSV) associated

with the 1993 collapse of the herring fishery in Prince Willillm Sound. The study simulated the

spawn-on-kelp pouDd fishery in which tons of herring are trapped in pens to spawn on a

limited supply of kelp.

Stress is considered one possible fal10r in the emergence of the virus. One CounciJ-fullded

study showed that within 48 hours of capture L5-20 percent of the herring were shedding signifi­

cant amounts of virus into the water. Hesearchcrs believe that such a high f)revalence of Vl:lSV in

herring could be a serious threat to the fIShery.

As a result, fishery managers in Prince William Sound are cncouraging herring pounders to

switch to open pounding, which allows the herring to swim in and out of the pound at will.

Pounders choosing this option will be permiued to use about onc-third more kelp than those using

closed powlds. In adllition, researchers are planning to study the herring from closed pounds for

signs of stress.

FORAGE FISH
Black-legged kittiwakes and tufted puffms raised in captivity show how diets of high-quality

forage fish offer seabirds better growth rates when compared to diets of low-quality fish such as

walleye pollock. This research supports the theory that a reduction in fat-rich capelin, sand lance,

and herring may have contributed to pre-spill declines and the Jack of recovcry of some seabirds,

including pigeon guillemots and marbled murrelets. Capelln and sand lance are considered rich in

fats and therefore highly nutritious, while juvenile pollock represent the forage fish e<luivalcnt of

junk food.

Tests showed that the fat content ofsand lance and capelin is 2-3 times higher than that of pol­

lock. The nestling seabirds had to be fed much more pollock to equal the same caloric intake as a

diet of capelin. Differences in body mass gain suggest that nestlings raised on pollock may go to sea

with inadel!Uate energy reserves and that adults must expend more energy and catch more prey to

meet the energy requirements of their offspring.
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PINK SALMON OIL INJURIES
EleVl:lled embryo mortalities were observe4:1 for pink salmon embr)'os originating from oil·

contaminated streams during the first five years following the oil spill. No slatislicllJ differences

have been obsened since 1994.

Data sur,gest that the elevated

mortalities ohsen'ed in 1989 and

1990 were due 10 direct expo­

sure of oil while tbose obsen'ed

in 1991-1993 may have been

caused by a combination of con­

tinued oil exposure and ~netic

or ph)'siological effects from the

rarents. Lack of a significant

difference in 1994. 1995. and

1996 between oil contaminated

and non-()iJed streams demon­

strales rcco\'er"}' is underway in

wild pink salmon populations._.-
PRISTANE

A 113turaUy-occurring h)'drocarbon may one day help rlSheries managers predict the health of

the annual pink salmon return to Prince William Sound. The hydrocarbon. known as pnslane, is

pr,wluced by Nooctdallw copcpods. a favorite food of emerging salmon fry. The pristane passes

through the salmon and settles as fecal material on mussel beds. By testing the level of pristune in

mussels, researchers believe they can determine whether the pink salmon fry had enough food to

impnwe their c1UlllceS ofsurvival. This theory will be tested when pinks return to spawn in 1997. The

"pl'istane pmduetioll index" for 1996 was down by one-third from 1995. sugsestinga lower return of

pink salmoll in 1997. Chugach School Distl'ict students participating in the Council.funded Youth

Area Watch got hands,oll experience collecting and analyzing sllmplt.'S for t.his pl'oject.

PORT DICK CREEK RESTORATION
Port Dick Creek, located on the southern shore of the Kenai Peninsula approximately 25 miles

from Homer, historically was a strong producer of pink and chum salmon. Uplift from the 1964

eartllquake reduced the depth of the water and limited the amount of spawnin~ hahitat. Mter four

years of studying water levels. the stream was excavated in 1996 using heavy C(luipment barged to

the site. )1ore than 3,000 cuhtt yards of material were removed to estahlish a stahle water source

and creale additional spawning habitat. During its first )'ear 572 pinks and 300 chum salmon entered

the newly Opel1<.-d tributaries and spawned, generating a projected l'OutributiOIl of more than 11,600

adults beginning in 1998. Dolly Varden and jll\'enile coho also ha"e been obsen'cd using the new

habitat. Port Dick was exposed to moderate to heavy oiling during the Exxon Valdez spill.

KILLER WHALES
Analysis of blubber taken from killer whales has shown that trardent whales have contami·

nant levels more than 10 times higher than resident killer ""hales of Prince ,riUiam Sound and the
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Gulf of Alaska. Transients

travel in and out of the sound

and are known to prey on

marine manunals, while resi­

dents usually prey on fIsh.

The contaminant levels could

represent a classic case of hio­

magnification. In 'other

words, calves had eslwxially

high levels of contaminants,

indicating that contaminants

are being passed from mother to offspring. Concentrations of chlorobyphcnyls and chlorinated

I)($ticides varied depending on age, sex and rcproductive slatus.

In alldjLion, researchcrs were able to show during 1996 that transient whales and resident

whales are genetically different.
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HARLEQillN DUCKS
After placing transmitters on nearly 200 harlequin ducks, researchcrs were able to determine

that winter sun'ival for adult females differed significantly when comparing oiled to unoiled areas.

Research during the winter of '95-'96 showed that 94 percent of the females survived in unoilcd

areas compared to 77 percent survival in oiled areas of Prince William Sound. Over Lime, in the

absence of inunigration, this could result in significant redUl;tion of harleqUin ducks in western

Prince William Sound.

Blood chemistry and other indicators of health were similar at oiled and unoiled sites and oil expo­

sure does not appear to he occurring during the molt. Ucscarchcrs are also studying the effects of habi­

tat, food abundance, and oiling history on harlequin duck distribution and density during winter.

SOLF LAKE

Uesearchers dctcnnined in 1996 that Solf Lake in Herring Bay on Knight Island has the zoo­

plankton biomass to SUI)port a population of sockeye salmon. Stocking of this lake, which current­

ly is used only by resillent DoUy Vardcn, is scheduled to begin in 1998. This project is designed to

benefit snhsistcnce users, particularly the residents of Chenega Bay. Habitat improvf'..ments to the

lake's outlet were made nearly 20 years ago to provide access for anadromous fish, but the lake

itself was not stocked. Based on available spawning area, it's estimated the lake can sustain a run

of approximately 10,000 sockeye. About 4,500 sockeye would be rC<juired to fully seed the system

each year, leaving a harvest of 5,500 for local subsistence users.

FISH ENERGETICS
Starvation may be a key factor for young herring trying to survive their flrst winter.

Researchers have determined that juvcn.ile herring fast through the winter, requiring large energy

reserves going mto the winter months. The availahility in late sununer and faU of food to prepare

for the fast could limit survival of new herring. Hcscarchers are raising herring in captivity to bet­

ter quantify the energy needed to survi\'e the winter fast. This is being compared to periodic sam­

pling to detenmne the nutritional status of fIsh in nature.
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YOUTH AREA WATCH
Youth Area Watch is an innO\'ati\"e

lcaching program which takes students

from several spill area conununities and

gels them working side-by-side with

I'esearch scientists in the field. Biolob'Y.

oceanography and restoration are no

longrr abstract classroom com:epts when

students be<:orne involved in hands-on sci·

ence in their own backyards. SlUdents

learn techniques through field observa­

tions, gathering data and participation in

lalxmllory analysis. The Chugach School

District project, funded by the 'frostee

Council, is in its second year.

ALASKA SEALIFE CENTER
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MARINE POLLUTION
Marine pollution can add 10 the stress factors affecting the recmery of injured species. In an

effort to redlll~ JlOlllllllnl.~ l'nlfring Prinet' William Sound and the Gulf of AJuska, the Trustt't."8 are

fumUng two prognulls to SlOp marine pollution at its source.

The Sound Waste Management PrObrram and its sihling, the Kodiak Waste Manllgcmcnt

Program, are designed to reduce chronic sources of marine pollution by providi.ng facilities and

services to properly disJlolie of used oil, hOllst:oold hazardous waste and recycJables. These con­

tinuous wasle streams lire a(fC1:ting fLSh, wildlife and hUIllan services injured by the spill.

The programs are using a regional approach, coordinating efforts among communities for tem­

porary storage and then transfer of waste for proper disl)()sa]. The Prince William Sound probrram

will fet--eive $1.2 million during FY97 to implement its plan. Another $267,000 will go toward cre­

ating a similar waste management plan fOf Kodiak conununities ..
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Under the larv parcel p~am, federal and state agen­

cies ~·ork with major landowners to idf'lltify protection

measures that include fee simple purcha~. consen'ation

easements. and commercial timber easen'C:llts. Since 1991,

the Trustee Council has ~·orked toward the pal of protect­

ing approximately 760.000 acres of uplands, 1,000 miles of

shoreline. and hundreds of miles of anadromOlls ri~·ers.

_,._u- During 1996, ap-eements ",ere sUcce&o--(uUy negotiated

~ith 1"'0 maj<r landowners in Prinoe UiUiam Sound 10 protect IN'arly 130.000

aclU in the heart of the spill area. Both apttmeot:. illu:>trate lhe Council's (':reati~·e

apllrQach 10 proleC'ting babitat while also ensuring that the lo~-Ienn needi oJ area

N'fiidenb are addressed.

The Chenega Corporation sold inlerests in 59,520 aCrelI in ~estern Prince

William Sowlli for a lotal of$34 million (including SIO million from federal crim­

inal settlement fWldJ). Included in this purchase are Jackpol Bay and Eshamy

Hay, two parrels with exceptional restoration values that are among the highest­

ranked parrels in the entire spill area. These bays have important

value for sockq'e 8ll1mon jlroduction. harbor seals, rutrlequin

ducks, marhled lIlurrelt'ts, pigwn guillemots and sea otters as wetl

as being especially significant for subs.istcnce. recreation. and com­

mercial fishing. III the lI~rreentent, the corporation retains the land

surrounding the existing cOImllullity ofChcncga Bay. the old village

site of UelU'gu (deslroyed during the 1964 eartluluake) and a

number of smaller den·lopmcnt sites. The Chenega Corporation

shareholders approved the agreement in i)e(.-emIJer 1996 with 8\

percpnt of the shareholders endorsing the Ilurchase.

In northeastern Prince William Sound. the Tatitlek

Corporation has offered to sell interests in approximatel)· 68,900

acres of land at a total cost of approximately 135 million

(110 million .....ould come from federal criminal settlement funds).

The Tatitlek hHbitat Ilrotection proposal includes a conservation

t'a;;ement co\ering B1~h Island, the closest point of land to the

reef ~·ht're the Euon Valdez ran ap1)UJ1d. Bligh Island is con­

sidered \"uluabLe for subsi:.tenCf' use and for the long~lerm recov­

ery of PacifIC herrinlt:. black ofstercatchers. harLequin ducks.

pigeon pillemots. river oilers, and intertidal resources.

The protec-tion j)ackage must be appro\ed by t""o-Ilrirds of

Tatitlek Coq)(}ration ~han>holdt'rs.
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On the southern Kenai Pt'ninsula, an agree­

ment was reached with English Bay C0'l)Oration

to protec132,470 acres inside the bowldaries of

the Kenai Fjords National Park for a purchase

price of 114.1 million. The English Bay proper­

ty is scattered throughout several of the deep

water fjords of the park. The marine walers are

home to harbor seals, sea otters and 1cilIer

whales and the upland habitat supports harle­

quin ducks, Kittlitz's and marbled murrelels,

pigeon guillemot" and hlack oystercalchers.

Pink salmon spawn in area streams and herring
__US 0.' fI,,- aI .,

spawn ong the coasuine.

With the purchase of the Chenega lands in Prince William Sound, mOfe than 420,000 acres have

been protected under the large parcel program. Much of this land is in the Kodiak region with a num­

ber of agreements completed within the Kodiak National Wildlife Refuge. In addition to safeguarding

the hiological resoun:es and human uses on these lands, Kodiak Island Borough residents received an

added bene611hi8 )'ear in the fonn of a parment from the Department of the Interior in Lieu of taxes on

the 109,000 acres t1lat have been added to the Kodiak National Wildlife Hefuge. Federal law requires

parments when the federal govcmment acquires land from private soureee. Annual federal payments

will be made in the future, providing economic assistance to borough residents in addition to the bene­

fit of having important habitat protected for public use.

Other large parcel prolcttion efforts are still in progress. Discussions continue with IK:veral major

landowncrs including Port Graham Corporation regarding 46,170 acres located within the Kenai

.Fjords National Park; Afognak Joint Venture concerning 112,827 acres on Afognak Island; Eyak

COl'JKlration for 72,000 aeret! in castern Prince William Sound; and Koniag COl'JXlration conccrniJlg fee

title purchase of 57,082 acres of land on Kodiak Island that is cllrrenlly protl'cled under a limited term

conservation easement.
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The small parcel program re£ognizes the unique habitat qualities and strategic restoration value

that small tracts of land can providc. Since its incel)tion in 1994, the public has nominated more than

three hundred smalllHlrcels for consideration by the Trustee Council. Each parcel is evaluated in
terms of the restoration hcnefits that would he provided hy l)Urchase of the parcel. This includes con­

sideration of habitat values as well as the importance of Imblic uses such as recreation and subsis­

tence activities.

During 1996, the Trustee Coullcil completed acquisition of 18 small parcels totaling 2,357 acres.

Offers have been made and acceptcd on 12 other parcels totaling 996 acres, and another seven small

parcel offers are under review.

Much of the focus of the small parcel program has been on the Kenai River, where the state, fed·

eral and local governments are .....orking together with private lando.....ners, commercial fishing groups

and sport fishing interests to I)rotect this heavily used river from being "loved to death." These acqui­

sitions include lands that will hecome part of the Kenai National Wildlife Rduge or else managed hy the

state for habitat and recreation.

In addition to the Kenai lands, several private inholdings within the Kodiak National Wildlife

Hefuge have been protected through lhe small parcel probrram. These lands provide key pWJlic aceess

to popular hunling and fishing areas in the refuge. Near Seward, the Trustee Council has funded the

purehase (by the Chugach National Foresl) of 64 acres of road-accessible lakefront property for use as

a public caJllI)grow,d and recreation site. In addition, another 19-acre parcel of land near Seward has

been purcl\ased by the Alaska Del)artmcnt of Natural Resources to provide public acces! for beach

eomhing and hoat laullchi.ng at Lowell Point and to secure permanent access to a hiking frail along lhe

coast to Caines Head State Park ..
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The Trustee Council seeks information and advice from a variety of groups, each with its

special expertise about the spill area and its inhabitants. The 17-membcr Public Atlvisory

Group, the \'illage-based COlmnunity Involvement Project and a host of other public outreach

and ~Iucilljon efforts are key c1elllents in the process of restoring the resources and services.

These groups provide advice to the Restoration Office staff and to the Trustees. They also

return to their communities and constituencies with up-to-date information about the restoration

process, priorities and aCCOml)l.ishments.

nHI~ ~DVISDRY ~RD~P
The Public Advisory Group, commonly known as the PAG, brings together 17 Alaskans who

represent the users of the spill area and others interested in the restoration process. The PAG

includes five public-at-Iarge members and one member each representing the following interests:

• Aquaculture

• Conservation

• Forest products

• Native landowners

• Sport hunting/ftshing

• Science/academia

• Commercial fishing

• Environment

• Local government

• Hecrealion users

• Subsistence

• Tourism

In atldition, two ex-officio members are appointetl to represent the Alaska House and Senate.

The PAG provides advice on key decisions relating to planning, funding and carrying out

restoration projeets. Its memhers review speci.fic issues as well as make recollllllendations con­

cerning the overall direction of the restoration effort. The PAG process provides a direct link

between the Council and user groups throughout the spill area.

~DMM~NITY INVOlVEMENT
Fifteen predominantly Native villages in the spill area rely heavily on subsistence resources

such as fISh, shellfish, seals and ducks, many of which were injured by the spill.

The Trustce Council is making a special effort to listen to the concerns of subsistence users and

closely involve them in the restoration process. Through its Conununity Involvement Projcct, the

Council funds a local facilitator in each of 10 spiU-area conulllmities to serve as a liaison between

the conUllullity, the TruslCil Council, the Restoration Office staff and the scientists conducting

restoration projects. In addition, a community involvement coordinator works in the Hestoratioll

Office in Anchorage to facilitate two-way communteatioll.
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The project is adminis­

tered through a contract with

Chugach Hegional Resources

Commission and includes

local facilitators for Chenega

Bay, the Alaska Peninsula,

Cordova, Kodiak Island,

Nanwalek, Port Graham,

Seldovia, Seward, Tatitlek

and Valdez.

In addition to all the other research involving

subsistence resources such as herring, salmon and

harbor seals, the Trustce Council funded 15 subsis­

tence projects in FY '97. These projects are specifi­

cally designed to improve subsistcnce harvests for

local residents, including enhancement of salmon

streams near the villages; experimental ....seeding" of

clams on suitable beach sites; and cleaning residual

oil from select subsistence harvest areas. In addition, another project seeks

traditional knowlcdge about the coastal environment into the restoration effort.

GENERH P~BLIC
Direct public input remains a key part of the Trustee Counr.il process. Every meeting of the

Trustee Council or the Public Advisory Groul) includes an open forum for any citizen to address

Council activities. Residents of far-flung spill commun.ities are encouragetJ to participate via

teleconference. The Trustee Council, mcmbers of the PAG and Hestoration Office staff held meet­

ings in a nwnber of communities during 1996, including Kodiak, aU the Kodiak Island villages,

Homer, Seldovia and Port Graham.

The almual Work Plan, which establishes the projects to be funded each year, is made availahle

to the public in draft form to allow written comments or testimony before the PAG and the Trustee

Council. In addition, aU annual and fmaJ reports on Council-funded projects are available through

the Oil Spill Public Information Center.

PUBLIC OUTREACH
The Trustee Council has undertaken a number of new projects in 1996 in an effort to get better

information to the pulitic. The radio series "Alaska Coastal Currents," designe<l to explain COWK:il­

funded science and other projects to the puhlic, was introduced in March 1996. Produced by Alaska

Pubtie Radio Network and reported by lody Seitz, the series has proven itself to be an insightful

way to spread the difficult-to-explain news of Alaska marine science. Its success has led to many

spin-offs to increase exposure for the series. During 1997 it also will be produced as a weekly news­

paper column and created as a self-standing kiosk-style computer display. It may also be added to

the web site to provide world-wide access and proouce<J on CD-HOM for use by schools.
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The Trustee Council's 1J0mepage on the World Wide Web continues to expand in size and

usage. The homel)age is maintained by the Oil Spill Public Information Center (OS PIC) at

IJttp:Jlwww.alaska.ncll-ospie. In it can be found the status of injury and recovery, restoration

acu"ilies, hackground information on the spill, and a varif'ty of other infonnation, including the

text to this annual report.

A comlm·hf'nsin·look at results from scientific studies is being preltared in a volume of semi­

technical papers written by scientists, and edited, designoo and printf'd by the Hl"StoraUon Office.
Known as the Hestoration Notebook series, these papers will be a \'aluable resource for students

and others who want to learn about the species injured by the ollspill. BarboI' seals, for instanCt',

ha"e a 2o-ycar history of declining populations. 1be Hestoration Notebook documents the research

being done to f'..xplain the decline, including se\'eral irmovati,·c researth techniques helping to

aI1S\\o'c:r (fUeslions about harbor seal diet, reproduction and mo\·ements.

RESTORATIO RESERVE
Since 1994,lhe Trustf"C Council has been

setting aside $12 million a year to establish a

reserve account for future restoration activi­

Lies. The Council anticipates placing a total

of $108 million into the account by the time

Exxon makes its rmal payoll'llt in September

200 I, plus accumulated inlf'....sl.

The Trustee Council has made no deci-

sion about the long-tf'rm managi"mcllt or use -..,. .....-

of the Hcstoration Heserve. Meetings are being scheduled during 1997 and 1998 with inlf'l"CSte<1

groups to gf'llI'ralC ideas 011 how to best use the fund. The Council f'-XlteCts to make a decision before

the end of 1998 ..

IIIHl,.i....,II
flll_ i iIIIIIp i
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JiIlIIljIdIIllsiIlIllI
!IlrIll], IlII/IIIII i II
1IIir, 1M IslilIlII iIrIll
IalrlIlrit1\IIlJ lsi..

User Croups'
• Aqulcullufl
• Commercial fishing
• Consemtlnu
• ElllrlDmell~1

• Forest prnd!ell
• LOIaI gOlerimenl
• NIU,e landlwoer!
• RelI'Iltino Iller!
• !lin HunUal/Fislial
• SilbsiUelCl
• SCieaCl/Audemia
• Tllrilm
• ~IIS 111·IDIle SIlIl]

General
Public

~A-/t'fJCIPATIONPUBLIC

Communitj BYDS Truslee Public
FaciliialOrs --- Council --- ldvisorj Group

~tsl8fi1161 Dni'f'ff;

Alaska Peninsula
C1enega Raj

carllla
lodiak Aeglnn

Nauwalek
l'in Craham

SeldOlla
kwarll
TaUUek
llldn
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mT ~N~ E~TIMnE~ f~T~RE
~~E~ ~f ~1~ll ~ETTlEMENT

[in millions or Dollars)

RD}(8lRSE..\lDIS FOR DMlAGE MiD Rl:5PO'SE

WlM'lIrJlmlJ (lndu<kt Iiliption and deanup)

Enoa «(or dr.aaup after lIlm)

KESEARCII, MO'\lTOIDG Al''ll GE.'\"ERU RESTOR.\TIO'\'

"dual n:pmdllUlU:

• IT 1m 'f;'ork PIa.n

• f1' 1993 ....ork PIa.n

• Fl' 19'» "'ork t'W1
• Fl' 1995 Work Plan

• F1' 1996 Work 1'Ian

• FY 1991 Work Vla.n (.ullIon-l)

FV 1998 - FY 2002 'I'ori!. Plans (~limlll~)

Alutiiq MIQeWD

Alaska Sealift Centu

K~uo:tionof Marine Pollution

HABITAT PROTt::cnOi\
LafF Pucel .nd Small Parcel habitat protttUon pl'QfPm, (p.!t cl:JI!'ntL1Urel'.

ollluandinl! offers, utimlled fulure commitmel1U and parcel ev,Ju.tion (OAtI)

RESTORATIO,\ RESERVE

• FYl994-FYI'J91
• F1' 1998_FY2002(allticil).~d)

PUBUC NFORMATlON, SCIENCE MANAGEMENT & 4.0MIf\"5TRATIO"i

Actual <::tptnditun"i:

213.1
173.2 <a)

39.9

180.0

12.4

7.4 (b)

14.6

17.2

17.7
16.2

64.S
1.5

25.5
3.0

386.3

108.0
48.0

60.0

30.9

•
•

•

IT 1992 Work PI.n

IT 1993 Work P1.0

FY 1994 Work Plan

IT 1995 Work P1'n

FY 1996 Work Plan

FY 1997 Work Plan (,ulborU.ed)

4.3
2.7 (b)

4.1

3.2

3.0
3.0

FV 1998 - fY 2002 Work Plana (e>timale)

TOTAL
Exxon. P.ymrn....

Interet on Court &:patry. In\e!tIMl1t Slllltm (.mut feel)

Interest (),D ftderal and ....te _nlS

10.6

918.3

900.0
14.5

3.8
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IN~E~EN~ENT mITO~~' ~E~O~T

iLGiiREHFELD & FUNK
Certified Public Accountants~... --

Q309 Glacier Highway, Suitt 8·200· Juneau. Alaska 99801
Phone:901·789-3178 FAX: 907·789·7128

Members, WDft Va[tUz Oil Spill Trustee Council,
Anchorage" Alasb:

We hive audited the financial statements of the won VQ/d~z 011 Spill Trustet Council, Trust Funds IS of and for the year ended
September 30. 1996. as listed in the accompanying table of contents. These financial statements are the responsibility of the
won Va/drz Oil Spill Trustee Council's management. Our responsibility is to express an opinion on these financial statements
based on OW" audit

We COnducled OUf audit in acrordance with generally accepted auditing standards and G__eftt A~diti"g Siandanis. iSS\lCd
by the Complroller General of the United States. 1l'Iose stIndaTds require that. we plan and perform the audit to obWn
reasonable U$UI'WM;C about whether the financial swcments arc &ce of llWtrial misslatement An aKlit includes c:uminina. on
• tese basis. evidence supportina the amounts eKI disdosw'tS in the rllWKW st.a!ements. An audit also include$ assessing the
Kcounting principles used and sicnifrcant estimlUC:5 made by mana.cement, as well as evaluating the overall financial statement
pruentalioa. We believe that our audit provides. reasonable basiJ for our opinion.

AI discuued in Note 2, the financial plc:senlation (or the Court Registly Investment System (CRIS). £oon Valrk: Oil Spill

Sealement AtcOUnt (Joint Trust Account) is of this accounl only and is not intended to prescot the fltWlcial position of CRIS or
the United StaleS District Coon for the Southern District of Texas and the results of their operatiol\S, in conformity with
generally accepted accounting principles.

As discussed in Note 2. the financial presentation for the U.s. Department of the Interior. Fi5fl and Wildlife Service, Natural
Resources Damage Assessment and Restoration Fund (NRDA&tR) is of the amounts related to the £Don Val.hz Oil Spill
Trustee Council only and is not intended to present the financial position of NRDA&.R or the U.S. Department of Interior Fish
and Wildlife Service and the results of their operations, in confonnity with generally accepted accounting principles.

As discussed in Note 2, the financial presentation fot the State of Alaska. £Juon Valek: Oil Spill Selliement Trust (Selliement
Trust) is of the Mllkment Trust only and is not intended to present the financial position of the State of Alaska or any of its
component units and the results of their opc:rations.

As discussed in Note 2. the financial statements for the Joint Trust Account and NRDA&.R arc prepawi on the cash basis of
accounting, which is a eompldlensive basis of accounting other than generoly lCCepted accounting principles.

In our opInion, the financial st.J,lemcnts referred 10 above present fairly, in all materialnspects, the cash balances of the loint
Trust Accounl and NRDA&tR and the financial position ofthe Settlement Trust as of and for the year ended Sc:p(etnber ]0, 1996,
and the rcsults of their operations for the year then ended on the basis of accounting described in NQ(e 2 for the Joint Trust
Account and NRDA&.R. and in conformity with genenlly 8CCepCed KCQlJnting principles for the Settlement Trust..

In accordance with G~r/'IIMtU AlId,tlflll Standards, we have also issued repocu dated lanUlt)' 23, 1997 on our considcralion of

the WDrl Valtic Oil Spill Trustee Council, Trvst Funds' internal control sttuetun and a report dated lantmy 23, 1997 on their
compliance with laws and regula.tions., IS listed in the table of contents.

~~1/ l&4-k/c/./,L'V.-A.I<,--j /
JanUllt)' 23. 1997
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Exxon Valdez Oil Spill Trustee Coundl

UNITED STATE DISTRICT COURT. FJITH CIRCUIT

COURT REGISTRY INVESTMENT SYSTEM
EXXON VALDEZ OIL SPILL SEITLEMENT ACCOUNT

STATEMENT OF ASSETS, LIABILITIES AND JOINT TRUST ACCOUNT
BALANCE ARISING FROM CASH TRANSACTIONS

St'pttrabt-r JO, 1996

ASSETS;

Cash and Investmalts

Total Assets

LIABILITIES AND JOINT TRUST ACCOmrr BALANCE;
Liabilities

Joint Trust Account Balance· Liquidity ACOOUOt
Joint Trust Account Balance· Reserve Accoum

Total Liabilities and Joint TNJt Account Ba1arlee

$

$

$

$

112,885,654

112,885,654

76,889,483
35,,996, 171

112,885,654

STATEMENT OF RECEIPTS, DISBURSEMENTS AND
CHANGES IN JOINT TRUST ACCOUNT BALANCE

For the Fisal Vgr E.d~ St'pkmbu 30, 1996

Receipu:
Rec.eipts
Investtnent lncome· Liquidity Account
Investment Income· Reserve Account

Tolal Receipts

Disbursements:
State of Alaska, Enon Valdez Settlement Trust:

Fiscal 1996 Natural Resource Damage Assessment
and Restoration Projects

fi3ca11997 Natural Resource Damage Assessment
and Rcstol1ltion Projects

Land Acquisition DisbursemclJts
Research Infrastructure Improvement Disbursements

Total Disbursements W Slate ofAlaska

U.S. Department oflnterior. Natural Resources Damage
Assessement and Restoration Fund:

Fiscal 1996 Natural Resource Damage Assessment
and Restoration Projects

Fiscal 1997 Natural Resource: Damage Assessment
and Restoration Projects

Land Acquisition Disbl1l5t:melJts

Total Disbursements to United States

Coun Registry Fees

Total DisbursemCllu

DeflCiency of Receipts OYer Disbursements

Joint TlUSlAccoWlt BalMee, Beginning of Year

Joint TNSt Account Balance, End of Year

$

$

66,70&,554
3,887,123

70,595,677

(2,468,898)

(9,906,619)
(18,509,433)
(12,456,000)

(43,340,9>0)

(3,850.224)

(6,663,400)
(20,534,200)

(31,047.824)

(388,772)

(74,777.546)

(4.181.869)

111,067.523

112.885,654

3D
The accompanying notes to tJUst fund financial statements are an integral part of this statement



Exxon VlI1dn Oil Spill Trust« Council

UNITED STATE DEPARTMENTOFTHE INTERIOR,

FISH AND Wll..DLlFE SERVICE

NATURAL RESOURCES DAMAGE ASSESSMENT

AND RESTORAnON FUJII1>
STATEMENT OF ASSETS, LlABlLITIES AND TRUST FUND

BALANCE ARlSL"G FROM CASH TRANSAcrlONS

Mpt~mberJO" 1996

ASSETS:

Cash and Investments $ 7.791,910

TOl>! ""'" $ 7.791.910

LIABiLITIES AND FUND BALANCE:
Liabilities $

Trust Fund Balance 7,791.910

Total Liabilities and Trust Fund BaIancc $ 7.791,910

STATEMENT OF RECEIPTS, D1SBURSEME"TSAND

CIIANGES IN TRUST FUND BALANCE

For th~ Fiscal Year Ended Mpt~mbtr 30,1996

Receipts:
Contributions· Court Registry Investment

System, Joint Trust Account

InvesunenlIn~e

Total Receipts

Disbursements:

U.S. Department ofInterior:

Fish and Wildlife Service

National Biological Service
National Park Service

Office of the Secretary
U.S. Department of Agriculture, United States

Fo~ Service:

U.S. Department ofCommcrcc:. National Oceanic
and Atmospheric AdminiSO'ation

Total Disbursements

Excess of Revenues Over Expenditures

Trust Fund Balance, Beginning of Year

Trust fund Balance:., End ofVe:at

$

$

31,047,824

206,258

31,254.082

(22.133'<)00)
(1.418,700)

(81.700)
(61.900)

(3.067.000)

(3.931,300)

(30.693,600)

560.482

7,231,428

7,791.910

The accompanying nOles to trust fund fmancial statements are an integral part of this statement.
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Exxon ytd~ Oil Spill Trustee Council
STATt OF ALASKA - EXXON VALDEZ OIL SPILL SETTLEMENT TRUST

DALANCESHEET
September 30, 1996

ASSETS:
Cash and lnvestments

Total ""'"

LIABILITIES AND FUND BALANCES:
Liabilities:

Accounts Payable
Defcm:d Revenues

Tola! Liabilities

Fund Balances:
Reserved for Encumbrances
Unreserycd

Total Fund Balances

Tola! Uabilities and Fund Balances

I

I

I

I

42,1]0,502

42,130,502

3,937,523
10,196,019

14,133,S42

20,708,598
7,288,362

27,996,960

42,130,502

STATEMENT or REVENUES. EXPENDITURES AND
CHANGES IN FUND BALANCES

For the Fiscal Year Ended September 30,1996

Revenues:
Contributions - Court Registry Investmcni

System, Joint Trust Account
Interest and Investment I.ncome

Total Revenues

Expenditures:
Current Operating:

Natural Resources Damage Assessment
and Restoration Projects
Department of Fish and Game
Department of Environmental Conservation
Department of NatureI Resources

Total Current Operating

Capital Outlay:
Research Infrastructure Improvements - Alaska

Department ofFisb & Game
Land Acquisitions - Alaska Department of

Natural Resources

Total Expendinares

Excess ofRevcnucs Over Expenditures

Fund Balances, Beginning of Year

Fund Balances, End ofYcar

I

I

55,508,647
1,673,683

S7, 182,330

(12,752,869)
(455,496)

(1,618,827)
(14,827,192)

(5,711,366)

(18,249,433)

(]8,787,991)

18,394,339

9,602,621

27,996,960

32
The accompanying notes to trust fund financial statements are an integral pan of this stalemenL



Exxon Valdez Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANClAL STATEMENTS

Fiscal Year Ended Scptember 30, 1996

I. EXXON VALDEZOIL.SPIL.L TRUSTEE COUNCIL

Formation of the £:ann Valdez Oil Spill Trustee Council
The United States of America (United States) and the State of Alaska (State) entered into a Memorandum of Agreement and

Consent Decree (MOA) on AugUSl28, 1991. The MOA was made to maximize the funds available for restoration of natural
resources and to resolve the governments' claims against one another relating to the TN Exxon Vakkz Oil Spill (Oil Spill),
which occurred on the night of March 23-24, 1989 in Prince William Sound, Alaska. Upon entering Into the MOA, the
United States and the State believed that the tems of the MOA were in the public interest and would best enable them to
fulfill their duties as trustees to assess injuries and to restore, replace, rehabilitate. enhance, or acquire the equivalent of the
natural resources injured, lost, or destroyed as a result of the Oil Spill.

Pursuant to the MOA and federal laws, the United States and State act as co-trustees in the collection and joint use of all natural
resource damagc recoverics for the benefit of natural resources injured, lost or destroyed as a result of the Oil Spill. To
manage the co-trustee relationship, the Exxon Valdez on Spill Trustee Council (Council) was fonned.

Exxon Valdez Oil Spill Trustee Council Structure
The Council consists of six trustees, three trustees represent the United States and three trustees represent the State. The United

States' trustees are the Secretaries of the United States Depanments of Interior and Agriculture and the Administrator of the
National Oceanic and Attnospheric Administration (a bureau of the United States Department of Commerce). The State's
trustees consist of the Commissioners of the State Departments of Environmental Conservation and Fish and Game, and the
Attorney General of the State of Alaska. The MOA allows the President of the United States or the Governor of the State of
Alaska to transfer trustee status from one official to another official oftheir respective governments.

All decisions of the Council must be made by the unanimous agreement of the trustees. The decisions of the United States'
trustees must be made in consultation with the United States Envirorunental Protection Agency. If the trustees cannot reach
unanimous consent, either the United States or the State may resort to litigation in the United States District Court for the
District of Alaska (Court).

Restoration Office
The Council has established a Restoration Office which is responsible for the coordination and supervision oflhe activities of the

Council. The Restoration Office is managed by an Executive Director who reports directly to the Council. Since the
Council exists through the MOA, it and the Restoration Office operate within the framework of the Trustee Agencies. During
fiscal 1996, all activities of the Restoration Office were conducted through the Alaska Stille Departments of Fish and Game
and Natural ResourCe!. In addition, The National Oceanic and Atmospheric Administration administered certain parts of the
Restoration Office's activities.

The Restoration Office develops an annual budget which, upon approval by the Council, sets forth the anticipated expenditures
of the Restoration Office. The Council makes an annual contribution to the State ll£.cncies equal to the budget for the
Restoration Office. The contributions are made using the disbursements procedures discussed in Note 6.

Termination of the Exxon Valdez Oil Spill Trustee Council
The MOA shall terminate when the United States and the State certify to the Court, or when the Court determines on IIpplication

by either government, that all activities contemplated under the MOA have been completed.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

joint Trust Account - Court Registry Investment System
As further discussed in Note 5, amounts paid by Exxon Corporation are made directly to the United States and the State for

reimbursement of certain costs incurred by them in connection wilh the Oil Spill. In accordance with the MOA and as
ordered by the presiding Court, monC)' that is not directly paid to the United States and the State is placed in an interest­
bearing account in the Court Registry Investment System (CRlS) administered through the United States District Court for
the Southern District of Texas. In addition, an account entitled "Exxon Valdez. Oil Spill Settlement Account" (Joint Trust
Account) was established in CRIS specifically for the Exxon ~'tt1ement proceeds.
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Exxon I'alde Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL SfAnMENTS

Fiscal YClIl Ended September 30, 1996

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (ContiDlICd)

CRlS is a cash management system developed by the United States District Court for the: SOUtMm District of Texas.. All
amount.! placed with the CRIS liquidity account are maintained in United Stales government treasury securities with
matWities of 100 days or less. and are beld in the rwne of Ckrlc. U.S. District Court. Southern District of Tc:xas at the
Federal Reserve Bank. Amounts placed with the (RIS reserve fund are maintained in United Slates government tteasury
securities with maturity dates ranging from fiscal 1997 through fiscal2ClO2. and arc held in the name ofCIed, U.S. DistriCt
Court, Southern District 01 Texas a1 the Federal Reserve Bank. The financial presentation for the Joint Trost Account is of
the Joint Trust Account only Md is not intended to present the financial position of CRIS or the United States District Court
(or the Southern District of Texas and the results oftheir operations.

Upon unanimous approval of the Trustee Council, foods are disbursed 10 the United States and the Slate 10 be expended by the
Trustee Agencies in accordance with the Council's wishes. The accompanying financial statements for the Joint Trust
ACCOUDt reflect the intent of the disbursements as to natural resource damage assessment and restoration. or the acquisition of
land or research infrastructure improvements to further protect the natural resources. The financial statements also reflect the
fiscal year which the disbursements are to be expended by the Tt\lSIee Agencies.

As allowed under 28 USC 1913, 1914 (b) and 1930(b). the Clerk of lhe Court for the United States Courts is allowed to charge a
registry fee for administering investment holdings of funds held in their registry acwUDts. During the year ended December
31, 1996, the registry fee charged to the Joint Trust ACCOWlt was 10 pc:rtQ1t of investment income. In addition, CRlS has
ent~ into a contract with a Houston, Texas baed financial institution to pro"ide investment advisory informa!ion,
scau:ities trading suviees, an4 accounting xrviC(:5 at a fee of .025 percent added to the cost of securities purchased by CRIS.
On October S. 1996, the United States, on behalf of the natural resource trustees applied to the court for restonuion of the
court regisuy fees a!SCS!Ied agaiJlst the Exxon Valdez Oil SpiU Settlement Account and for an order waiving such fees in the
fu1u,~

U.S. Department of the Interior, Natural Resources Damage Assessment and Restoration Fund
Disbursements which are made from the Joint Trust Account to the United States are deposited in the U.S. Depanmcnt of the

Interior. Fish and Wildlife Service, Natural Resoun:es Damage Assessment and Restoration Fund (NRDA&R). NRDA&R
was established pursuant to Public Law 102-IS4, and is administered by the U.S. Department of Interior, Fish and Wildlife
Sen-ice. It is a trust fund which was established to hold natural resources damage assessment and restoration settlement
proceeds of,the United States Government. Public l.aw 120-229 requires that fedcnJ proceeds from the Agreement and
Consent Decree (soc additional discussion in Note 4) be deposited in NRDA&R, and that all interest earned on these
proceeds be available to the Federal Trustees.for ncce~ary expenses for assessment and restoration of areas affected by the
Oil Spill. Public Law 12()'229 also calls for amounts In' NRDA&R to be invested by the U.S. Secrctary of the Treasury in
interest bearing obligations of the United States.

Disbursements from NRDA&R are made pursuant to the directions of the Council and as approved by the Court. At the
bcgiMing of each fiscal year, the Department of Interior, Fish and Wildlife Servia: communicates with each of the United
States TNStcc: Agencit:'l to determine the timing of disbursements from NRDMR to each Federal Trustee Agency.
Investments are purchased in order to cam interest on available balll1lOCS within NRDA&R, and with scheduled manuity
dates coincident with the scheduled dale of disbursement.

The financial presentation for NRDMR is oftbe amounts related to tbe Council only and is not intended to present the financial
position ofNRDA&R orthc Department ofl,nlerior. Fish md Wildlife Sen-icc and the results oftheir operations.

Slate of Alaska. won Vold~=OilSpill Settlement Trust
Disbursements which an made from the Joint Trust Aa:ount to the State arc deposited in the State of Alaska, fuorl Valdez Oil

Spill Settlement TNSt (Settlement Trust). The Settlement Trust is established pursuant to AS 37.14.400. Pursuant to State
law a date agency may not expend money from the Settlement Trust unless the expenditure is in accorrlance with an
appropriation made by law. Expenditures of funds arc made upon properly approved requests for payment. The total of
expenditures and encumbrances (obligations) may not exceed the appropriations to which they penain.

n.c Settlement Trust is an expendable trust fund of the State. Expendable trust funds account for assets held by the State in a
tnJstcc capacity where the principal and income may be expended in the course ofthe fund's designated operations.



Exxon Valthz Oil Spill Trustee Council
NOTES TO TRUST FUNDS FlNANCIAL STATEMENTS

Fi9C&l Ycar Ended September 30. 1996

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Upon approval by the Council, the Court. and the State of AlaskA, Trustee Agencies make expenditures directly &gainsl the
Settlement Trust:.

The financial presentation for the Settlement Trust is of the SeU1cment Trust only and is not intcoded to present the finWlcial
position of the State of Alaska or any of its component units and the results of their operntions.

Basis of Accounting
Basi! of accounling refers to when revenues. expenditures and the related assets and liabilities are recorded in the accounts and

fmanciaJ statements. Specifically, it relates to the timing ofthc: financial measurements made, regardless of the measurement
focus applied,

The basi! of accounting used by the Joint Trust Account, NRDAclR and the Settlement Trust arc as follows:
Joint Trust Account - The fmancial statements of the Join! Trust Account arc prepared on a cash basis of accounting. As

such, revenues are recognized when received, and disbursements are recognized when paid.

NRDA&R • The financial statemems of NRDA&R arc prepared on a cash basis of llCGOunting. As such. revenues are
recognized when received, and disbursements are recognized when paid.

SettlemeDl Trust - The financial statements of the Settlement Fund are accounted for using B current financial resources
measurement focus on the modified accrual basis. The Settlement Fund recognizes reValues when the source is
measurable and available, and intended for the fls1:;a1 year. Available means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period. Assets are recorded when measurable and due.

Expenditures arc recorded when the related liability is incurred. Encumbrance acwunting, under which purchase orders and
contrBcts for the expenditure of moneys arc m:orded in order to reserve that poRion of the applieable appropriation, is
employed as an extension of the formal budgetary integration of the Settlement Trust. Encumbrances outstaflding at
year-end arc rcpom:d as reservations of fund balance since they do not constitute expenditures or liabilities.

Interest and investment income Is allocated to the Settlement Trust as agreed to under a Memorandum of Understanding
(MOU) by and between the Slate Departments of Revenue and Administratior. effective July I. 1993. Under the MOU,
interest is uedited daily to the Settlement Trust by determining the Settlement Trost's daily cash balance and applying
the CUrTClll weekly 180 day Treasury Bill Rates based on the Treasury Bill auctions.

Statement Presentation
Separate balance sheets and statements of receipts and disbul"Smlcnts or revenues and expenditures art presented for each of the

Joint Trust Aecount, NRDA&R II.lld the Seltlement Trust. This is due to the fact thm ownership of the Ttust Funds re!ts
separately with each of the U.S. District Court, U.S. Dcpwtment of Interior, Fish and Wildlife Service and the State of
Alaska,. and the different bases of accounting used by the Trust Funds.

Accounts Payable and Deferred Revenue - Settlement Trust
Accounts payable in the Scnlcment Trust financial statements include disbursements made against the Settlement Trust

subsequent to September 30, 1996, which relate to fiscal 1996 restoration activities.

DefctTed Revenues in the Settlement Trust fmaneial statements include ll1IlOunts received or receivable at Septembcr 30, 1996,
whicll are to be expended by the Slate in fiscal 1991.
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3. CASH AND INVESTMENTS

Cd!. and invt3tments for the Joint Trust Account, NRDA&R and the Settlement Trust are as follows:
Joint Trust Account· All deposits and investments of the loint Trust Accowtt are held in the name of C1eTk, U.S. District

Court. Southern District of Texas at the Felten! Reserve Bank. At September ]0. 1996, the balances held in the CRlS
liquidity account are held in US. Treasury Bills \loith maturities less than 100 days, and the balances held in the CRJS
reserve fund are held in U.S. Treasury Bills with maturity dates on November IS, in each year ftom 1997 through 2002.
A nominal amount of cash is also included in the balance. There are no uninsured oc unregistered deposits or
investments. This places all of CRISts investments and deposits in GASB credit risk category J •.

NRDA&R • All cash and investments of NRDA&R are held in the name of the U.s. Department of the Interior, Fish and
Wildlife Service., Natural Resources Damage A.s:sessmeDt and Restoration Fund II the U.S. Depastmenl afthe Treasury.
At September 30. 1996, substantially all balances are held in U.S. Treasury Bills with maturities ranging from 30 10 300
days. A nominal amount of cash is also included in the balance. Thc:re are no uninsured or lIllttgistered deposits or
investments. This places all ofNRDA&R's investments and deposit! in GASB credit risk category I -.

Senlement TNSl • Cash and Investments of the Settlement Trust represent cash on deposit in banks. and cash invested in
Vui0U3 investments as a part of the StBIc's short-tenn cash management pool~ By law, all deposits and investments
relating to the Settlement Trust are under the control of the Commissioner of the State Department of Revenue. The
Slate's cash is invested pUmlant to Stare laws which mandate that investments shall be made with the judgment and can:
exercised by an institutional investor of ordinary professional prudence, discretion and intelligence. All deposits are
insured or collateralized with securities held by die Stale or by it! custodian in its name. All investments are insured or
registered in the State's name and are held by the Stale or its CustodilUl. This places all of the StalC'S Generallnvestmcnt
Funds deposit! and investments, of which the Settlement Trust cash and investments are a part, in GASa credit risk
category I -.

- GASB Statement No.3 requires deposits and investments to be calegorized to indicate the level of risk. assumed by an
entity. For investments, category I consists of investments that are insured or registered for which the securities l!rC

held by the entity or its custodian in the entity's name, category 2 consists of uninsured and unregistered investments
for which the securities are held by the broker's or dealer's trust department or agent in the entity's name. and
category 3 includes uninsured and unregistered investments for which the securities are held by the broker's or
dealer's trust department or agent not in the entity's name.

4. CONTRIBUTIONS BY EXXON CORPORATION

Agreement and Consent Decree
On October 8, 1991, the United Stales, the State, Exxon Corporation (Exxon) and Exxon Shipping Company, and Exxon

Pipeline Company entered into an Agreement and Consent Decree (Agreement). The Agreement principally stipulates that
Exxon make certain payments, and that all parties release: and covenant not to sue or to file any administrative claim against
the other parties or specifically identified third parties. Pursuant to the Agreement Exxon is to pay the United States and the
State a total of $900 million as follows:
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Date Payment Due
Ten days after the Agreement
becameefTective
December I, 1992
September 1. 1993
September I, 1994
September 1, t99S
September 1, 1996
Seplanber l, 1991
September I, 1998
September I, 1999
September I. 2000
September 1,2001

s

$

Amount
90,000,000

150,000,000
100,000,000
70,000,000
70,000,000
70.000.000
70,000,000
70,000,0CKt
70,0CKt,OOO
70,000,000
70,000,000

900,000,000
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... CONTRIBUTIONS BY EXXON CORPORATION (Continued)

During fiscal 1996, Exxon Corporation made the contribution to the Joint Trust ACCOUflt as required by the Agreement. M
further discussed in Note S, $3,291,446 of the $70,000,000 contribution was paid directly to the State of Alaska. The
balance ofS66,708,SS4 was placed with the Joint Trust Account.

Reopener for Unknown InjuI'V
In addition to the payment terms discussed above, the Agreement also has a reopener provision tim allows the governmentS 10

claim an additional $100 million from Exxon between September J, 2002, and September I, 2006. as required for the
pc:rformanc:e of restoration projt<:ts in Prince WiUiam Sound and other areas affected by the Oil Spil~ to restore one or more
populations, habitats, or species which, as a result of the Oil Spill. suffered subslantialloss or subst811tial decline in the areas
affected by the Oil Spill.

The cost of the restoration projects must not be grossly disproportionate to the magnitude of the benefits obtained, and the
reopener is available only for any losses or declines that could not reasonably have been known or anticipated from
infonnation available at the time of the Agreement.

5. REIMBURSEMENTS TO THE UNITED STATES AND THE STATE

Under the terms af the Agreement, cenain amounts paid by Exxon are to be made directly to the United States and the State.
These payments are 10 be used solely to reimburse them for the fallawing purposes:
I. Response and clean-up cQSl5 inewred by either ofthern on or before December 31. 1990 in connection with the Oil

Spill;
2. Natunl.l resource damages assessment costs incurred by either of them on or before March 12, 1991 in connection with

the Oil Spill;
3. (State only) Attomeys fees., experts' fees, and other costs incurred by the Slate on Of before March 12, 1991 in

connection with litigatian arising from the Oil Spill;
4. Response and clean-up costs incurred by either ofthem after December 31, 1990 in connection with the Oil Spill;
.5. To assess injury resulting from the Oil Spill and to plan, implement, and monitor the restoration. rehabilitation. or

replacemenl of natural resources, natural resource services. or archaeological sites and artifacts injured, lost or destroyed
as a «:suit of the Oil Spill, or the acquisition of equivalent resources or services after March 12, 1991; and

6. (State onty) Reasonable litigBtion costs incurred by the State after March 12, 1991.

The agreement states that the amounts to be reimbursed to the United States for items one and two above are not to exceed $67
million. The amounts to be reimbursed ta the State for items one, two and three above are not to exceed S7S million. The
agreement does not place a cap on items four and five. 1be amounts paid to the State for item six above are not to exceed $t
million per month.

During fIScal 1996, $3,291,446 was paid to the State of Alaska as a reimbu~ment pursuant to the Agreement. There were no
other reimbursements made to the United States or the State during fiscaJ 1996 under the Agreement.

6. DISBURSEMENTS FROM JOINT TRUST ACCOUNT

Approved Payment Uses
Under the tenns of the MOA. amounts paid by Exxon, excluding the reimbursements discussed in the preceding Note, are
deposited into the Joint Trust Account. These payments are to be used solely to assess itijury resulting from the Oil Spill Md to
plan, implement, and monitor the restoration, rehabilitation, or replacement of natural resources. natural resource services, or
archaeological sites and artifacts injured. lost or destroyed as a result of the Oil Spill or the acquisition of equivalent resources
or services.

Project Approval
The Council has developed a solicitation and review process for projects to address the purposes stated above. The outcome of
the process is the development of a fiscal year Work Plan which approves the funding for a1l projects to be conducled during the
fiscal year. For the flSCl1 yeer ending September 30, 1996, the following project solicitation Md review process was used by the
Council:
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6. DISBURSEMENTS FROM JOINT TRUST ACCOUNT (Continued)

I. In March 1995. the Council published an Imitation to SlIhmit Rutoraticn Propels/or Fiscal Year 1996. As part of the
Invitation requirements, proposers developed and submitted detailed project descripcions and project budgets for review.
The Council's (lake Scientist coordimucd • prehmirwy ,;:ienliflC and technical review of the projects. The projects
were abo reviewed by the Council's Executive Director, Fedc:raI and Stale agcocy staff, and representatives of the
Public Advisory Group (the Public Advisory Group consists of members of the public and coocemc:d groups and WllS

appointed by the COUftciI in accordanct: with the MOA to help provide meaningful public participation in the. iojury
assessment and rc:storat.im process).

2. In late JUDe., all proposals and the results of the""trws wae published in the Drvjt Fueal fraT 1996 Wtri PIDll. The
public comment period on the draft closc:d August., 1995.

3. During the public review period. the Public Advisory Group rcviewed the draft wort plan. a meeting in late July. In
addition to the public review lIWly proposals Lmdawenl further tcchnical, budget, policy, and legal review.

4. The: ~orilY o(approved projeas, n:ce:ivcd inlerim funding from the Council in August. 199~. Additionally. projem
that required funher tedmic:al review rcceivnt fundina in August 1m.

~. In December 1m. the Council made final prt!jcct appro\'aL ne approved projects were published in the Futal Yt'aT
/996 WtriPla". ~

In *'<fition to the process OUtlined above, the ColIDCil hIlS also identified and acquired xvcral t:nIclS of land as pennined by the
MOA. The land acquisition support COSl5 are funded lhrougb the Wort Plan, and all land acquisitions are separately
approved by the Council.

InteTCSllncome Reco'Wf!Y· NRDA&.R end the Settlement Trust
The governments are to report to the Council the amount of interest c:amcd on net available balances in NRDA&R and the

Selllement Trust. The Council then recovers the interest reported by reducing subsequent disbursements from the Joint Trust
Fund for future projects. During fi!C81 1996. disbursements to the United Slates and the: State were reduced by $222,042 and
$1 ,436,33~ for sueh interest earnings, rnpcctively.

Unobligated Balance Re<:9very - NRDA&R and the: Settlement Trust
Actual project COSIS are frequently~ than the original project budgets. When this CKlCW:S, the United States and the State retain

the unspent or unobligated balances. The Council then recovers these balances by reducing subsequent disbursements for
new projects. Duting fiscal 1996. the United Stales and the Slate reponed total unobligated balances of $3,66.5,782. Of this
amount, the United Slates and the State reported $1,16.5.334 and $2.500,448 respectively. These unobligated funds were
rcco'WCfed through reduced projcct disbursements during the fISCal year ending September 30, 1996.

Disbu¥ments from the Joint Trust Account
Owing fiscal 1996, the Council disbursed $14,388,774 for restoration projects and land acquisition pursuant to the MOA as

follows:
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Restoflltion Projecu Authorized By the Council
For 1996 and 1997:

To be conducted by the United States
To be conducted by the State

Total

lAnd Acquisitions and Research InfrastruClure
Improvements Authorized By The Council
For 1996 and 1997:

To be acquIred by the United States
To be acquired by the State

Tow

1=,
Unobligated blJances on prior yem projects
tn~ earnings on payments DOl yet disbursed

by the United State and Slate
Disbursements from the Joint Trua Account

$

s

11,901.000
15,816,700
27,117,700

20.534,200
JI.SII.033
'2,045,23)
79,762,9)J

(3,66',782)

(1,70&.3nl
74,J88,774
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7. DEFERRED REVENUE

On September 10. 1996, the Court approved the initial funding for restoration projects to be conducted by the Trustee Agencies
in fiscal 1997. The disbursement relating to this action was made from the Joint Trust Account on September 19. 1996, and
the amount disbursed to the State Trustee Agencies' of$9,906,619 has been recorded as deferred revenue.

Also during Fiscal 1996, the Department of Environmental Conservation received funding for a project that was originally
anticipated to be conducted in Fiscal 1996. It was later determined that the project would be conducted in Fiscal 1997.
Accordingly the amount received from the Trustee Council for this project of 5289,400 is included in deferred revenue for
the Settlement Trust as of September 30, 1996.

NRDA&R received the United States' disbursement relating to the initial funding for restoration projects to be conducted by the
Trustee Agencies in fiscal 1997 prior to September 30 1996. The amount received of $6,663,400 has been recorded as
Receipts _ CRlS in the NRDA&R financial statements since NRDA&R is accounted for using the cash basis of accounting,
and is part ofthe ending Trust Fund Balance. However, this money wilt be made available to the Federal Trustee Agencies
in fiscal 1997.

8, REAL PROPERTY ACQUISITIONS

In order to protect the habitat of resources and services injured by the oil spill, the Council, directed its staff to establish a
process for the evaluation and acquisition of real property that was imminently threatened by development, or had habitat
value. This process was divided into two programs; large parcels, generally those over 1,000 acres, and small parcels,
generally those smaller than 1,000 acres.

Large Parcel Acquisitions
The large parcels program of the land evaluation and acquisition process was initiated in 1992. This evaluation process lead to

the consideration of numerous parcels for acquisition by Trustee Agencies. As of September 30, 1996, the Council funded
the acquisition, through either the purchase of the property, or interest in the property, or the acquisition of a limited term
conservation casement, for 361,120 saes, with a total purchase cost, excluding interest, of $195,350,000. Of the total
purchase cost, S160,600,000 is being provided from the Joint Trust Account, and $34,750,000 from other sources.

During fiscal 1996, large parcel acquisitions were completed on 143,436 acres with a total purchase cost of $70,500,000. Of the
total purchase cost, $63,500,000 is being provided from the Joint Trust Account, and $7,000,000 from other sources.

Four of the acquisitions completed to date are to be paid on an installment basis through fiscal 2002. Only one of these

acquisilions, with a final principal payment of$2,917,000 due October 1997, bears interest. Interest accrues on the unpaid
balance at a rate equal to the fifty-two week United States treasury bill rate, adjusted and compounded annually. The

following is a summary of the remaining commitments (excluding interest) due from the Joint Trust Account as of

September 30, 1996:

$

Fiscal Year Ending

September 30:

1997
1998
199.
2000
2001

Thereafter

18,916,667

8,500,000
4,000,000

4,000,000
4,000,000

·-=j'tllj.8~Ot5.~71~4$= 51,222,401

Pending Large Parcel Acquisitions
During fiscal 1996, the Council authorized two additional large parcel acquisitions totaling 127,440 acres with a total cost of

$69,010,800. Of the total purchase cost, $49,010,800 is to be provided from the Joint Trust Account, and $20,000,000 from
other sources. These acquisitions are expected to be completed during fiscal 1997. In addition, negotiations continue on
five other large parcel acquisitions. Currently, the area. under negotiation includes approximately 320,000 acres.
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8. REAL PROPERTY ACQUISITIONS (Continued)

Small Parcel Acquisitions
The small pattel program of the land evaluatioo and acquisition process was initiated in 1994. In response to a public

solicitation, 302 parcels have been nominated for acquisition by the Trustees. The nomination period is open ended. and
the Council continues to receive and evaluate nominations. The Council's staff evaluate, score, and rank the parcels, taking
into account the resource value of the parcel. adverse impacts from human activity, and potential benefits to management of
pUblic lands. To date the Council has expmsed interesl in acquiring approxim:ucl)' SO of the nominated percels.

During fiscal 1996, the Council completed the acquisition of the first 14 parcels containing 805 acres with a tolal CO:5!. of
$5.295.000. Sub~uent to fiscal year-end, 1 additional pareels containing 1.847 acres with a total cost of $3,184,000 wen:
acquired. In addition, offers have been accepted by sellers on 9 parcels which are expected to close during fiscal 1997.
These parcels contain 701 acres and have a total cost of $3,334,000. All oCthe small parcels are purchllSed under fee simple
title, and cash is paid on these parctls at closing. Most of these acquisitions are purchased through the Alaska Department
of Natural Resources or the U.S. Department of the Interior, Fish and Wildlife Service, and all parcels acquired to date bave
bct:n fully funded from the Joint Trust Account

Alaska Sea Life Center
On November 2. 1994, the Council approved the disbursement of $24.956,000 from the Joint Trust Acc.ount with CRIS to fund

the construction of !be reseatcll infrastrueture improvements for the Alaska Sea Life Center in Seward. Alaska which is
affiliated with the University of Alaska. School of Fisheries and Ocean Sciences. InstiMe of Marine Science. The first of
two withdrawals to fund the project in the amount of $12,500,000 was made in September, 1995. The second withdrawal
of 512,456,000 was made in September, 1996. The funds arc being expended by the Alaska Department of Fish and Game
under II. cooperative agreement with the City of Seward, Alaska. As of September 30, 1996. 55.711,000 had been expended
under the contract. and $19,245,000 remained encumbered.

9. SUBSEQUENT EVENTS

On October 11. 1996. the Council applied for a disbursement in the amount of S2.613,SOO for the purchase of two parcels under
the small parcel acquisition program.

On November 8, 1996, the Council applied for a disbursement in the amouDt of$3.~2,12S for !he purchase oflwo parcels under
the small parcel acquisition program, and for the fmal payment due for the acquisition ofa large Pil:IUl.

On December 6, 1996, the Council approved the second disbursement related to its fiscal 1997 Work Plan for Restoration
Projects to be conducted by the Trustee Agencies. The total amount approved was $621,300. The United States and the
State reported $29,041. and $398,567, respectively, of interest earned on available balances in NRDA&R and the Senlemcnt
Trust since the previous disbursement. In addition, the Council approved $1,035,000 for the acquisition of five parcel$ under
the small parcel acquisition program. As a result, $1,228.692 was withdrawn from the Joint Trust Account for disbursement
to the United States and Slate.
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