





Betoher 3, 1981, the U.5. Bistrict Court approved 2 piza agroement that
resaived various crimimal charges against Exion as well € 2 ciri s
(oment for recovery of natural reswurce damages resulting from the oil spill.

Exxon received a fine of $154 millon —
{he largest fine ever imposed for an environmeatal crime. The courts remil-
ted $125 milion in recognition of Exxou's coperation i cleaning up the Spill
A aying private claims. O the remaining $25 million, 312 million went 1
the North American Wediands Conservation Fund and $13 million wea 1o the
Victims af Grime Fund, fn addition, Exxon agreed 1o pay restitution of $50 mil
(lon 1 the United States and $50 milion o the State of Mlaska.

Exxan agreed t pay $300 milion with
anngal payments stretched over 4 10-year period. The agreement requires
(bl the fumds he used fist 1o reimburse the federal and stale poreraments
(or the costs of cleanup, damage assessment and liigatian. The remaining
(lmds are 1o be used for restoration. The setlement also bas 2 provision
allowing the governments t ¢laim up 1 an addiional $100 millinn 1o restore
resaurees (kal sufered  substamtialfnss, the scape of which eould not have
bezs anticinated from data available at the time of the settlesent

The Zxza Falder Wil Spill Trastee Comeil was farmed snder the civil sete
meat 1o overses restoration and consists of thres state and fhree federal
(rustees for their designess).
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he £rran Faliez oil spill restoration program has now passed the midway point in the
10-year payment period from Exxon. The program has a plan that is working and well
00 1S way to completion;

B The program bas heen audited and financial and operating procedures have heen revised.
B Much of the hahitat protection program is either completed or close to it

B The research and monitoring efforts are increasingly ecological in Scope with one injured species
fully recovered from the effects of the spill and others well on their way toward recovery.

B The public, and especially Alaska Native communities, have increased opportunities for involvement.

Mission accomplished, right? Well, maybe not quite. Whenever | think that the restoration program s
on a path of routine implementation, I'm reminded once again that restoration is not a project report or
a completed purchase agreement for a piece of land. It is something dynamic and evolving,

The reminder this time came from Williams College professor Dr. Kai Lee, keynote speaker af our annual
restoration workshop and a veteran of the salmon/hydropower struggles of the Pacific Northwest. Dr. Lee
tolid his audience that the debate should be less ahout restoration and more about “stewardship." The il
spill and recovery must he viewed in human terms, he arqued, “framed by and rooted in human communities
(hat will go on beyond the restoration period.”

Although the major priorities are in place, the restoration program continues to evolve. The major decision

remaining concerns future use of the funds now set aside in the Restoration Reserve. | hope the spill area
communities and the public will take a strong role in helping shape the legacy of the £xxar Faldez oil spil.
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NATURAL RESOURCES

Sea otters, which became the symbol of 0il’s destruction during the early days of the spill, are
doing well although their numbers in the hard-hit portions of western Prince William Sound remain
low. For this reason, the sea otter continues to be listed as not recovering.

A group of young males observed off Knight Island may be a good indicator of recovery,
showing expansion into territory that can perhaps now support more sea otters,

ity byt Lioyd Lowery

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
northern gulf waters dropped from an estimated 125,000 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 of them
perished. The decline has continued at a rate of 6 percent per
year since the oil spill, and rates of decline are higher in oiled
areas than in unoiled areas.

The Trustee Council is funding a five-year project to
determine factors influencing harbor seal survival rates. Biologists are looking at a change in the Harbor seals continee (o ecfie
quality and quantity of food as a primary factor in the decline. They are now able to learn some-  (rOJfing mare than 8 pereet sier
thing about the diet of a harbor seal by analyzing the fatty acids in the blubber. (e kst 20 years. To help solate the

Harbor seals have long been an important subsistence resource for Native communities in the  iise of (e degline, Haski
spill region. The lack of opportunities to hunt seals has changed the diets of subsistence users. The  [egarment of Fish and Game biokogist
Alaska Native Harbor Seal Commission, using Council funding, is training Native hunters to col-  {athy Frost places a transmiter o1
lect samples from seals harvested during subsistence hunts. These samples will be turned over to o i of g harbor sel afer taing
biologists to aid in harbor seal research. megsirement and ot sampls,

KILLER WHALES

The well-known and intensively studied AB pod of killer whales — a group of 36 animals
inhabiting Prince William Sound and the Gulf of Alaska — apparently lost 13 of its members and
produced no young in the two years following the spill. Since then, the pod has continued to suf-
fer more losses than births and its complex social 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 Pacific.

More than 80 killer whales in six “resident” pods regularly use Prince William Sound. Other
whales in “transient” groups pass through the sound less frequently. Transients prey on marine
mammals, whereas resident pods feed on fish. Researchers are examining whether predation by

transient killer whales is contributing to the decline in harbor seals.



Te Nearsiore Vertthrie RIVER OTTERS

Predator project is focusing on River otters have a low population
river oiters as one of (wo key  density and an unknown population
fish eaters in the nearshyre Size in Prince William Sound. Twelve

E[:USJS{E[“ HESMFE"EF [ﬂi] river otter carcasses were l'l.‘l'l_l\l‘l?l"l‘.ll

Woniel bl 2 sedad river following the oil spill, but actual mor-

e e kg masuremes tality is not known. Post-spill studies

and bhuod samples.

ound notable differences between
river otters from oiled and unoiled
areas, including exposure to hydrocarhons or other
sources of stress, reduced diversity in prey species,
reduced body size and increased territory size. It is not
clear if all of these differences are the result of the spill.
The Nearshore Vertebrate Predator project will shed
new light on the status of the river otter. The Alaska 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.

photo courtesy Gal Biunded

BALD EAGLE
The population of bald eagles along the coastline of Prince William Sound has returned to
pre-spill levels, leading the Trustee Couneil to list the national symhol 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 William Sound, either year-
round or seasonally. Approximately 250 of the birds died in the sound during the spill, mostly from

scavenging the oiled carcasses of other victims.

HARLEQUIN DUCKS
The summer population of harlequin ducks in the spill region numbers only a few thousand
birds, 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 small breeding population or the
larger wintering population, but the impact on this species could 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 population concerns.

A rare photo of 3 marbled
MARBLED MURRELETS e 1 . e
The marbled murrelet is listed as threatened in seahird nests high in the

canopy of old growth
[orests where they are
diMeult to find,

the Pacific Northwest, but is still abundant in
Alaska waters. However, the marbled murrelet

population was already in decline in Prince William

Doty by Kty Kyletr



Sound before the spill, which killed an estimated 7 percent of the population in the spill area.
Marbled murrelets are highly reclusive and nesting sites in the old-growth forest are difficult to
find. Researchers have developed new ways to monitor productivity based on the number of juve-

niles which make it to the water.

PIGEON GUILLEMOTS

It’s estimated that the oil spill elaimed 10-15 percent of the pigeon guillemots in the region.
There is no evidence of a post-spill recovery and, as is the case for harbor seals and several other
fish-eating species, natural changes in food supplies may play a role. Pigeon guillemots nesting on
Prince William Sound’s Naked Island have declined by 40 percent since 1981.

Pigeon guillemots are a major focus of two large-scale research projects. The APEX project is
investigating the possible link between population loss and the availability of forage fish, such as
Pacific herring, sand lance and capelin. The NVP project addresses the possiblity that exposure to

oil continues to limit the guillemot’s recovery.

PINK SALMON
Many commercial fisheries were closed in 1989
due to concern about oil contaminating fish bound
for human consumption. By 1990, mest of those
fisheries had reopened, but oil’s impact on the fish
themselves lingered.
Both wild and hatchery-
Mortalty of piak- salmon reared pink salmon swam
eqgs has evened between through oiled waters in
oiled and wolled Sreams. 1989 as they foraged in
Chris Habicht, 2 Nologist i~ Prince William Sound and
g Degt, of Fish and Game,  migrated to the sea. The
folds 2 male pink salmon ~ results were reduced growth

collected for researeh, rates in young salmon and
increased egg mortality in

phity by Jim Seed

oiled streams. Differences in
egg mortality between oiled and unoiled streams disappeared in 1994 and this lack of difference has
been sustained through 1996. Wide swings in returns of pink salmon may largely be a function of
natural conditions in the sound and in the Gulf of Alaska. The SEA ecosystem project is working

to understand the natural fluctuations of these commercially important species.

SOCKEYE SALMON
The oil spill caused a different problem for sockeye salmon. Because commerical fisheries were
closed, more sockeye reached the Kenai River (and other river-lake systems) to spawn. As a result.
a super abundance of juveniles “overgrazed™ their food supply. The effect of a large overescape-
ment can ripple through a system for years. Although the return per spawning adult continues to
be lower than normal, productivity is now acceptable.
The Trustee Council supports several projects to enhance sockeye and pink salmon runs by

restoring streambeds. creating fish ladders and fertilizing lakes.



PACIFIC HERRING
Pacific herring returned to lay their eggs in the intertidal and subtidal areas of Prince William
Sound within weeks after the oil spill. The year class of Pacific herring remained strong through
1992, but erashed severely in 1993, resulting in cancellation of the commercial fishery for four suc-

cessive years,

Litl is known about cutthroat oot in
Prinee Willism Sound, which are at the
factor in spreading the disease and laboratory studies continue to explore i hmﬁ . Ihlllltl’lf'ﬂl!ﬁﬂ. s

A New praject was initated (o deter-
mine the relaionships between resi-

predatony o herring, Hent and anadromous forms: of this

Commereial fishing for bait herring resumed in the fall of 1996 and Spnte. Thi formtion I cucialfor
the lucrative roe fishery is expected to be open in the spring of 1997. deselopment of long:{erm restaration
anil mandgement strateqy.

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

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

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

also indicate that walleye pollock can be significant competitors with and

CUTTHROAT TROUT
Prince William Sound is
at the northwestern limit of
the range of the cutthroat
trout, a prized sport fish.
There are few local stocks
and numbers are small.
Following the oil spill, cut-
throat trout grew more slow-
ly in oiled than in unoiled
streams, possibly as a result
of reduced food supplies or
exposure to oil.
The Trustee Council is

supporting a project to

monitor whether habitat

phatn by Andy Halfman

improvements inadvertently
increase numbers of their competitor, the coho salmon. Little is known ahout the cutthroat trout
in Prince William Sound. Another project has collected trout from 11 sites to help develop a long

term, comprehensive and ecologically sound restoration strategy for these fish.

Pacie fetopus has ]["]u INTERTIDAL, SUBTIDAL & SEDIMENTS
Ween a favanite i subsic- Detailed coastline surveys found varying degrees of oiling on 1,500
(otee usens. ot e jg ™iles of coastline. Impacts to intertidal and subtidal flora and fauna

VoWt oot ther Ratits occurred at all tidal levels and to depths up to 20 meters. Many species

i rinee Wil Sound of algae and invertebrates were less abundant at oiled than at unoiled

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

Restarchers worked wil

, composition of the biological communities. Intertidal and subtidal

subsistence sers 10 i, ) ; g
communities are recovering from the spill and the cleanup activities

[oate octopus fr su,

that followed, but some effects linger.

ohoto by Dan Logan



Exxon Valdez oil penetrated deeply into cobble and boulder bheaches and the underlying
sediments that are common on shorelines throughout the spill area. Some of that oil remains, espe-
cially in sheltered habitats and underneath rocks. The oil that remains is relatively stable. In 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 cleanup plan in the Chenega area of western Prince
William Sound in an effort to boost local confidence in subsistence and recreational use of the tide-
lands. The cleanup of residual oil was requested 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 Latouche, Evans and Elrington islands.

These sites are on heaches where residents gather food from the rich tidelands.

HUMAN RESOURCES AND 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 recognized by the Trustee Council.
Archaeological sites were looted, subsistence severely curtailed, commercial fishing shut down for
a season followed by years of disruption, recreational use limited and, for many, the mystique of

unspoiled water and lands forever tainted.

ARCHAEOLOGY

It’s estimated that there are more than 3,000 |yl masidents have been
significant archaeological sites in the oil spill region. arganied 1 moor archae:

During the early days of the cleanup, with thou- dgial i, sueh s i

excavated sie in (he Yodiak
region, Though vandafism
Continues {o be a oncern, no
sites have been vandalized
since 1994,

sands of people working at remote heaches, many
archaeological sites were discovered and 24 sites on
public land were looted or vandalized. Artifacts
were stolen, burial sites violated and valuable his-
torical evidence of North America’s earliest human
inhabitants destroyed.

The destruction of archaeological sites is a loss
of history that cannot be restored or renewed. The Trustee Council funded in 1996 a project to
organize local residents to monitor nearby archaeological sites and therefore avoid further loss.
Vandalism persists but no new sites were seriously vandalized in 1996.

In addition, a project is underway to explore options with communities 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 communities develop educational programs
with the goal of long-term protection of the resources.

The Alutiiq Archaeological Repository in Kodiak, constructed in part with Trustee Council
funds, currently serves these puposes for the Kodiak Island communities.



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 returned to pre-spill levels in
some communities, but some resources remain scarce.

To assist scientists in their efforts to learn why the harbor seal is continuing its decline, the
Alaska Native Harbor Seal Commission is training subsistence hunters in the proper procedures
for taking and storing tissue samples. This provides a wealth of information about harbor seal loca-
tions, diet, and overall health. .

Native Alaskans are also sharing information learned from thousands of years of subsistence
gathering. Local subsistence users, for example, were able to provide a boost to new research on the
Pacific octopus by showing researchers that this elusive mollusk can easily be found among Fucus.

Other projects 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 Solf Lake 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 fingernail are being planted as seedlings in an experiment to revitalize clamming as a subsis-
tence activity in Tatitlek, Nanwalek and Port Graham.

B mmsis (SO
Bald eagles Cormorants (3 species) aﬂﬂ SEPVIBES '

Harbor seals

Eﬁlﬂfmﬁ?ﬁi pod) | lmum“ h.Y @

Archaeological resources

Common murres Marbled murrelets [h : 3 : n" R
Intertidal communities* Pacific herring H I]l j
| Mussels Pigeon guillemots ; :
| Pink salmon Sea otters (western PWS)
Sediments
& i ARCOVERY UNKNWAR LOST OR REDUCED SERVICES
Subtidal communities Black oystercatchers
Clams Commercial fishing

Common loons i
Passive uses

*Status of intertidal com- Cutthroat trout

munities based largely on : i g g
monitoring in sheltered Designated wilderness R_BCT Ea_tlﬂﬂ & TQUT_SSfﬂ
rocky habitats in Prince dreas (including sportfishing,
William Sound; status of Dolly Varden sport hunting, and other
other intertidal habitats is PP recreation uses

less certain or unknown, ;‘I“mz sﬁmurrelets )

though some recovery can Iver otters ;

be anticipated. Rockfish Subsistence
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RECREATION

Recreational users are benefiting from restoration projects in several ways. Habitat protection
opens up land previously off limits to campers, hunters, sport fishers, and wildlife viewers while at
the same time protecting the health of fish, bird and marine mammal populations. For example,
purchase was completed in 1996 of a prime 220-acre Cook Inlet bluff parcel just north of Homer,
which is expected to be developed into a much needed state-run campground and recreational site.
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 campground.

In addition, funds from Exxon’s criminal settlement with the state are being used to build camp-
grounds, cabins, trails, bridges, buoys, food caches, toilets, fire rings, docks and interpretive signs.

COMMERCIAL FISHING
Many research and moni-
toring projects are geared
toward improving the health
of commercial fish species
and providing the tools for
better fisheries management.
State fisheries biologists are
using genetic  coding to
determine exactly to which
systems sockeye salmon are
returning, allowing better
in-season decisions concern-
ing fisheries management.
Also during 1996, salmon

streams were enhanced, sock-

Commercilly important ish species,
such 25 herving, sockeye ami pink
salman, are the focal poiat of several
projests funded by the Trusiee
Council. Stronger rung and beter

eye salmon lakes fertilized, fish ladders built, rivers cleaned of debris and
deepened, overescapement analyzed, hatchery salmon tagged through
otolith mass marking, and the health of Prince William Sound herring
studied by several means. Research on disease affecting herring has led to
new management techniques affecting the herring pound fishery. In addi-
tion, hundreds of miles of salmon spawning and rearing habitat have been Mseresmanagenel ar he gk,
protected through the Council’s habitat protection program [N

ot by b S
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RESEARCH « MONITORING
RESTORATION

o

good scientific data turned out to be a
severe handicap in understanding the full

impact of the Exxon Valdez oil spill.




Through genetic mapping, scientists have learned to accurately identify to which rivers wild
salmon are returning so that commercial fisheries can be better regulated to protect injured
wild stocks. With restoration funding, managers have developed a way to mark hatchery
salmon en masse, 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 William Sound during recent years and they are continuing to study fac-
tors which might have helped spread the disease.

RESEARCH & MONITORING

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 physical factors.
To accomplish this, the Trustee Council is providing long-term funding for three major projects
that explore the natural dynamies of the North Pacific. They are known by their acronyms: NVP,
SEA and APEX.

NVP

The Nearshore Vertebrate Predator project began in 1995, using four indicator species to
study recovery factors on land and in shallow waters along the shore. The project focuses on two
fish eaters — river otters and pigeon guillemots — and two species which feed on
shellfish — harlequin ducks and sea otters.

Nearshore areas were the hardest hit by Exxon Valdez oil, which clung to the
beaches and polluted the waters on each succeeding high tide. Not surprisingly,
species commonly found in nearshore waters suffered severe losses during the
spill. Pigeon guillemots, harlequin ducks and sea otters continue to be listed as not
having recovered from the effects of the spill. Though the population of river
otters is thought to be low, not enough is known about them to determine their
recovery status.

Researchers are looking at nutrition, health indicators and population 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 the health and abundance of prey affects the recovery of their predators.

SEA

The Sound Ecosystem Assessment project was initiated in 1994 to understand the dynamics
influencing pink salmon and Pacific herring productivity in Prince William Sound. Local popula-
tions of both species are highly variable. The herring population crashed in 1993, leading to imme-
diate cancellation of the commercial roe fishery until its reinstatement scheduled for spring 1997.

Scientists believe a complicated web of factors could be involved in the productivity of pink
salmon and herring. They designed SEA to consider oceanic conditions, availability of food, and
predation. Scientists are seeking an ecosystem-level understanding of the factors controlling pink

Gearge Esslioger and Bama Brodes
(a2 measurements and blood Samples
from 2 sea oner as part of the
Nearshare Vertebrate Predator study.
The sea ofter is tested far fydrocar-
bmn expasare, (agged and released.

phot O Lesie Holand-Bartey
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The APEX project concen-
trates o0 e recovery
of seabirds and the avall-
ity of small fih for
(heir foud, Teresa Sauer,
1 15, Fish and Wikilife
Service biolagical techn-
tian, climbs fhe lifls of
1 Black-legged Kitiwake
Colomy to capture nestiags.

salmon and herring populations, including the availability of food for juveniles resulting from
physical factors such as tidal currents, salinity and water temperature, and the predation on juve-
niles by other species.

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 survival. Computer modeling has helped scientists under-
stand how ocean currents affect the availability of plankton for pink salmon and herring fry.

APEX

photo by William Ostrand

The Alaska Predator gyt of the Mlaska Predator

Ecosystem Experiment, oo fyerinen (1),

a six-year project that  curic yed 1y fetorin
began in 1995, concen-

Py C cations ofsehols ofish dur-

trates on the productivity . ey fuss of i e,

of seabirds based on the )

availability of foraze fish fen Cople, @ researcher with
danan Y O orage

? g the Instiute of Marine Science

as a food source. Several o
al the Dniversity of laska-

pigeonguillemots, com- Falrbanks, readies the sonar
mon murres and black- 0 EHOIMEL
legged kittiwakes, are being studied as key indicators of ecosystem health.

bird species, including

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 capelin, 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 did not decline, in contrast to other populations that
had less fat in their diets. Captive rearing experiments involving nestling black-legged kittiwakes
and tufted puffins confirmed a slower rate of growth for birds fed pollock compared to those fed
sand lance and capelin.

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
capelin, shrimp and sand lance.
Together, these findings support the
theory that a reduction in fat-rich for-
age fish species may have contributed
to pre-spill declines and lack of recov-
ery of seabirds, including pigeon
guillemots and marbled murrelets.
Continuing field work suggests that
the abundance of several forage fish

species may be recovering.

phata by Aob Sunan
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Rach of the Trastes Councils
major ecasysiem projects—
Nearshore Vertehrate Predator
APEX, and Sound Ecosystem
Issessment—camplements
{he others and provides waique
information about recovery of
(he marige esosystems in the
spill areg.

cancapl by Bolr Sphes, (istation by Detra Dubac

FORAGE FISH SYMPOSIUM
The Trustee Council was a co-sponsor of the International Forage Fish Symposium in
November 1996. This symposium brought scientists from around the world to Anchorage to share
new information about forage fish, their predators and their food sources.
Since forage fish are the food staple for most of the fish, seabirds and marine mammals injured
in the oil spill, the symposium provided Alaska scientists with the opportunity to highlight their

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

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

1996 providing the most comprehensive collection of Trustee-funded scientific papers published to date.

The Proceedings of the Exxon Valdez Oil Spill Symposium contains 61 scientific papers origi-

nally presented 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
Fisheries Laboratory: Robert Spies, chief scientist for the Trustee Council; 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 Resources Conservation and Assessment,

More than 150 investigators contributed to the book and another 100 peer reviewers evaluat-
ed the papers, making it a significant record of scientific effort to determine the extent of the
injuries caused by the spill.

The book can be purchased by contacting the American Fisheries Society, Publication
Fulfillment, P.O. Box 1020, Sewickley, PA 15143, phone: (412) 741-5700, fax: (414) 741-0609. The
cost is $35 for the book plus $4 for shipping inside 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, associated 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: Integratin
Environment, was keynote speaker, emphasizing the ecosystem approach to research and

resource management and urging the Trustee Council to consider the human element as an inte-
gral part of the ecosystem. Lee is director of the Center for Environmental Studies at Williams
College in Massachusetts.

SCIENCE HIGHLIGHTS

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 William Sound. The study simulated the
spawn-on-kelp pound fishery in which tons of herring are trapped in pens to spawn on a
limited supply of kelp.

Stress is considered one possible factor in the emergence of the virus. One Council-funded
study showed that within 48 hours of capture 15-20 percent of the herring were shedding signifi-
cant amounts of virus into the water. Researchers believe that such a high prevalence of VHSYV in
herring could be a serious threat to the fishery.

As a result, fishery managers in Prince William Sound are encouraging 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 permitted to use about one-third more kelp than those using
closed pounds. In addition, researchers are planning to study the herring from closed pounds for
sigms of stress,

FORAGE FISH

Black-legged kittiwakes and tufted puffins 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 lack of recovery of some seabirds,
including pigeon guillemots and marbled murrelets. Capelin and sand lance are considered rich in
fats and therefore highly nutritious, while juvenile pollock represent the forage fish equivalent of
junk food.

Tests showed that the fat content of sand 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 inadequate energy reserves and that adults must expend more energy and catch more prey to

meet the energy requirements of their offspring.



PINK SALMON OIL INJURIES
Elevated embryo mortalities were observed for pink salmon embryos originating from oil-
contaminated streams during the first five years following the oil spill. No statistical differences
have been observed since 1994,
Pisk Saloan I8 Pt Data suggest that the elevated
Willam Sownd 496 1 mortalities observed in 1989 and
B recoieriog m e 1990 were due to direct expo-
dieets of e spil  sure of oil while those observed
Mortaliies @ ik in 1991-1993 may have been
salman g“r]m have caused ll)r' a combination of con-
rewrned 1t pormal iy timued oil exposure and genetic
or physiological effects from the
parents. Lack of a significant
difference in 1994, 1995, and
1996 between oil contaminated

fares succestive jears,
following five years of
eleyaled mirtalities

and non-oiled streams demon-

strates recovery is underway in

wild pink salmon populations.

PRISTANE

A naturally-occurring hydrocarbon may one day help fisheries managers predict the health of

the annual pink salmon return to Prince William Sound. The hydrocarbon, known as pristane, is
produced by Neocalanus copepods, 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 pristane in
mussels, researchers believe they can determine whether the pink salmon fry had enough food to
improve their chances of survival. This theory will be tested when pinks return to spawn in 1997. The
“*pristane production index” for 1996 was down by one-third from 1995, suggesting a lower return of
pink salmon in 1997. Chugach School District students participating in the Council-funded Youth

Area Watch got hands-on experience collecting and analyzing samples for this project.

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
earthquake reduced the depth of the water and limited the amount of spawning habitat. After four
years of studying water levels, the stream was excavated in 1996 using heavy equipment barged to
the site. More than 3,000 cubic yards of material were removed to establish a stable water source
and create additional spawning habitat. During its first year 572 pinks and 300 chum salmon entered
the newly opened tributaries and spawned. generating a projected contribution of more than 11,600
adults beginning in 1998. Dolly Varden and juvenile coho also have been observed 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 transient whales have contami-
nant levels more than 10 times higher than resident killer whales of Prince William Sound and the



18

pivate by Richard Larson

Gulf of Alaska. Transients
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tics on their dorsal fing The contaminant levels could
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magnification. In -other
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high levels of contaminants,
indicating that contaminants
are being passed from mother to offspring. Concentrations of chlorobyphenyls and chlorinated
pesticides varied depending on age, sex and reproductive status.

In addition, researchers were able to show during 1996 that transient whales and resident
whales are genetically different.

HARLEQUIN DUCKS

After placing transmitters on nearly 200 harlequin ducks, researchers were able to determine
that winter survival 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 unoiled
areas compared to 77 percent survival in oiled areas of Prince William Sound. Over time, in the
absence of immigration, this could result in significant reduction 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 be occurring during the molt. Researchers are also studying the effects of habi-
tat, food abundance, and oiling history on harlequin duck distribution and density during winter.

SOLF LAKE

Researchers determined in 1996 that Solf Lake in Herring Bay on Knight Island has the zoo-
plankton biomass to support a population of sockeye salmon. Stocking of this lake, which current-
ly is used only by resident Dolly Varden, is scheduled to begin in 1998. This project is designed to
benefit subsistence users, particularly the residents of Chenega Bay. Habitat improvements 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 required 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 first winter.
Researchers have determined that juvenile herring fast through the winter, requiring large energy
reserves going into the winter months. The availability in late summer and fall of food to prepare
for the fast could limit survival of new herring. Researchers are raising herring in eaptivity to bet-
ter quantify the energy needed to survive the winter fast. This is being compared to periodic sam-

pling to determine the nutritional status of fish in nature.



DTHER PROGRAM HIGHLIGHTS

YOUTH AREA WATCH

Youth Area Watch is an innovative
teaching program which takes students
from several spill area communities and
gets them working side-by-side with
research scientists in the field. Biology,
oceanography and restoration are no
longer abstract classroom concepts when
students become involved in hands-on sci-
ence in their own backyards. Students
learn techniques through field observa-
tions, gathering data and participation in
laboratory analysis. The Chugach School
District project, funded by the Trustee

Council, is in its second year.

ohaf by Med Hewing

ALASKA SEALIFE CENTER

Construction is continuing on the Alaska SealLife Center in Seward, which will pro-

vide much needed marine research facilities to support restoration work in the
spill region. The Trustee Council contributed $25 million toward construction
M\ of the facility, scheduled to open in spring of 1998, The Council also dedicated
funds during 1996 for construction of a fish pass designed to enhance fisheries

research by allowing fish to swim directly into the facility.
The Sealife Center will include public education components, marine life inter-
pretive programs and full research laboratories. The center will provide technologically
advanced facilities not previously available in Alaska for research on marine mammals, fish and
seabirds. Johm Hendricks, former director of the Texas State Aquarium, was named as the center’s

first executive director.

MARINE POLLUTION

Marine pollution can add to the stress factors affecting the recovery of injured species. In an
effort to reduce pollutants entering Prince William Sound and the Gulf of Alaska, the Trustees are
funding two programs to stop marine pollution at its source.

The Sound Waste Management Program and its sibling, the Kodiak Waste Management
Program, are designed 1o reduce chronic sources of marine pollution by providing facilities and
services to properly dispose of used oil, household hazardous waste and recyclables. These con-
tinuous waste streams are affecting fish, wildlife and human 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 disposal. The Prince William Sound program
will receive $1.2 million during FY97 to implement its plan. Another $267,000 will go toward cre-
ating a similar waste management plan for Kodiak communities [

Stndents from  Chugach
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. It is strongly supported by residents of the spill area
as well as other individuals throughout Alaska and the nation.
The Trustee Council has underway two habitat protection
programs, one to purchase and protect large parcels of land
in excess of 1,000 acres and another to acquire smaller
parcels, strategically chosen for their restoration value.
These programs not only proteet habitat for salmon, birds
and marine mammals, they also protect subsistence and
commercial fishing uses while making land available for
recreational use by the publie.

Lagouns sk a5 (s one 1 Exkamy By
are used by river oers, pink salmm,
$& oters and @ variet) of sebins
et by Bz il



LARGE PARCEL PROGRAM

Under the large parcel program, federal and state agen-
cies work with major landowners to identify protection
measures that include fee simple purchases, conservation
easements, and commercial timber easements. Since 1991,
the Trustee Council has worked toward the goal of protect-
ing approximately 760,000 acres of uplands, 1,000 miles of

shoreline, and hundreds of miles of anadromous rivers.

phas= by Aot Laron

Proectig mariae foresns During 1996, agreements were successfully negotiated

maiains kabiial fr mrdlg With two major landowners in Prince William Sound to protect nearly 130,000
mrreles Mremin ksl 2°TeS in the heart of the spill area. Both agreements illustrate the Council’s creative
Ve WS, approach to protecting habitat while also ensuring that the long-term needs of area
residents are addressed.

The Chenega Corporation sold interests in 59,520 acres in western Prince The seblic c2n ow b fsh ke
William Sound for a total of $34 million (including $10 million from federal crim-

: : ) and camp on linds purchased a
inal settlement funfih:-. lm'luflml in this ])lf]'('hﬂ&t‘ are Jackpot Bay and l'.u!.!i'liu‘ll}' srt o he Tt Lol -
Bay, two parcels with exceptional restoration values that are among the highest-

(31 prafcclion programs.

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

value for sockeye salmon production. harbor seals, harlequin
ducks, marbled murrelets, pigeon guillemots and sea otters as well
as being especially significant for subsistence, recreation, and com-
mercial fishing. In the agreement, the corporation retains the land
surrounding the existing community of Chenega Bay, the old village
site of Chenega (destroyed during the 1964 earthquake) and a
number of smaller development sites. The Chenega Corporation
shareholders approved the agreement in December 1996 with 81
percent of the shareholders endorsing the purchase.

In northeastern Prince William Sound, the Tatitlek
Corporation has offered to sell interests in approximately 68,900
acres of land at a total cost of approximately $35 mullion
(810 million would come from federal criminal settlement funds).
The Tatitlek habitat protection proposal includes a conservation
easement covering Bligh Island, the closest point of land to the
reef where the Exxon Valdez ran aground. Bligh Island is con-
sidered valuable for subsistence use and for the long-term recov-
ery of Pacific herring, black oystercatchers, harlequin ducks.
pigeon guillemots, river otters, and intertidal resources.
The protection package must be approved by two-thirds of

Tatitlek Corporation shareholders.

pioe 3y Ao (e
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On the southern Kenai Peninsula, an agree-
ment was reached with English Bay Corporation
to protect 32,470 acres inside the boundaries of
the Kenai Fjords National Park for a purchase
price of §14.1 million. The English Bay proper-
ty is scattered throughout several of the deep
water fjords of the park. The marine waters are
home to harbor seals, sea otters and killer
whales and the upland habitat supports harle-
quin ducks, Kittlitz’s and marbled murrelets,

pigeon guillemots and black oystereatchers.

Pink salmon spawn in area streams and herring

photo courtesy US. Dept of Agncutture

spawn along the coastline.

With the purchase of the Chenega lands in Prince William Sound, more 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 biological resources and human uses on these lands, Kodiak Island Borough residents received an
added benefit this year in the form of a payment from the Department of the Interior in lien of taxes on
the 109.000 acres that have been added to the Kodiak National Wildlife Refuge. Federal law requires
payments when the federal government acquires land from private sources. Annual federal payments
will be made in the future, providing economic assistance to borough residents in addition to the hene-
fit of having important habitat protected for public use.

Other large parcel protection efforts are still in progress. Discussions continue with several major
landowners 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
Corporation for 72,000 acres in eastern Prince William Sound; and Koniag Corporation concerning fee
title purchase of 57,082 acres of land on Kodiak Island that is eurrently protected under a limited term

conservation easement.,

Remai Flords Natlonal Park
i expected to increase hy
Abour 30,000 acres with the
agresmeat 1o acquire pri-
fale inhokdings. The park is
popular with kayakers and
buaters of al types.
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SMALL PARCEL PROGRAM

The small parcel program recognizes the unique habitat qualities and strategic restoration value
that small tracts of land can provide. Since its inception in 1994, the public has nominated more than
three hundred small parcels for consideration by the Trustee Council. Each parcel is evaluated in
terms of the restoration benefits that would be provided by purchase of the parcel. This includes con-
sideration of habitat values as well as the importance of public uses such as recreation and subsis-
tence activities.

During 1996, the Trustee Council completed acquisition of 18 small parcels totaling 2,357 acres.
Offers have heen made and accepted on 12 other parcels totaling 996 acres, and another seven small
parcel offers are under review.

Much of the focus of the small pareel program has been on the Kenai River, where the state, fed-
eral and local governments are working together with private landowners, commereial fishing groups
and sport fishing interests to protect this heavily used river from being “loved to death.” These acqui-
sitions include lands that will become part of the Kenai National Wildlife Refuge or else managed by the
state for habitat and recreation.

In addition to the Kenai lands, several private inholdings within the Kodiak National Wildlife
Refuge have been protected through the small parcel program. These lands provide key public access
to popular hunting and fishing areas in the refuge. Near Seward, the Trustee Council has funded the
purchase (by the Chugach National Forest) of 64 acres of road-accessible lakefront property for use as
a public campground and recreation site. In addition, another 19-acre parcel of land near Seward has
been purchased by the Alaska Department of Natural Resources to provide public access for heach
combing and boat launching at Lowell Point and to secure permanent access to a hiking trail along the
coast to Caines Head State Park |

Rabitat along the Kenal Bver
Danks, vitalfor rearing Soek-
oy and chinpok salmon, I8
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Small  Parcel  Program.
Sercral of the 16 small
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The Exxon Valdez Oil Spill Trustee

Council recognized early on that successful restoration

requires the balanced views of Alaska Natives, commercial fish-
ing families, recreational users, private landowners, business
owners and many others, These include the forest produets
industry, local government, state legislators, environmentalists,
land managers and scientists. In fact, the court settlement with
Exxon specifically requires “meaningful public participation in
the restoration process.”
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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-member Public Advisory
Group, the village-based Community Involvement Project and a host of other public outreach
and education efforts are key elements 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 accomplishments.

PUBLIC ADVISORY GROUP

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-large members and one member each representing the following interests:

® Aquaculture | ® Commercial fishing
® Conservation e Environment

® Forest products ® Local government

® Native landowners ® Recreation users
® Sport hunting/fishing ® Subsistence

® Science/academia | ® Tourism

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

The PAG provides advice on key decisions relating to planning, funding and carrying out
restoration projects. Its members review specific issues as well as make recommendations 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.

COMMUNITY 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 Trustee Council is making a special effort to listen to the concerns of subsistence users and
closely involve them in the restoration process. Through its Community Involvement Project, the
Council funds a local facilitator in each of 10 spill-area communities to serve as a liaison between
the community, the Trustee Council, the Restoration Office staff and the scientists conducting
restoration projects. In addition, a community involvement coordinator works in the Restoration

Office in Anchorage to facilitate two-way communication.

2%
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subsistence resources such as herring, salmon and
harbor seals, the Trustee Council funded 15 subsis-
tence projects in FY "97, These projects are specifi-
cally designed to improve subsistence harvests for
local residents, including enhancement of salmon

streams near the villages; experimental “seeding” of i A
clams on suitable beach sites; and cleaning residual
oil from select subsistence harvest areas. In addition, another project seeks to integrate

traditional knowledge about the coastal environment into the restoration effort.

GENERAL PUBLIC

Direct public input remains a key part of the Trustee Council process. Every meeting of the
Trustee Council or the Public Advisory Group includes an open forum for any citizen to address
Council activities. Residents of far-flung spill communities are encouraged to participate via
teleconference. The Trustee Council, members of the PAG and Restoration Office staff held meet-
ings in a number of communities during 1996, including Kodiak, all the Kodiak Island villages,
Homer, Seldovia and Port Graham.

The annual Work Plan, which establishes the projects to be funded each year, is made available
to the public in draft form to allow written comments or testimony before the PAG and the Trustee
Council. In addition, all annual and final 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 public. The radio series “Alaska Coastal Currents,” designed to explain Council-
funded science and other projects to the public, was introduced in March 1996. Produced by Alaska
Public Radio Network and reported by Jody 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 produced on CD-ROM for use by schools.



The Trustee Council’s homepage on the World Wide Web continues to expand in size and
usage. The homepage is maintained by the Oil Spill Public Information Center (OSPIC) at

http://www.alaska.net/~ospic. In it can be found the status of injury and recovery, restoration

activities, background information on the spill, and a variety of other information, including the

text to this annual report.

A comprehensive look at results from scientific studies is being prepared in a volume of semi-

technical papers written by scientists, and edited, designed and printed by the Restoration Office.

Known as the Restoration Notebook series, these papers will be a valuable resource for students

and others who want to learn about the species injured by the oil spill. Harbor seals, for instance,

have a 20-year history of declining populations. The Restoration Notebook documents the research

being done to explain the decline, including several innovative research techniques helping to

answer questions about harbor seal diet, reproduction and movements.

RESTORATION RESERVE

Since 1994, the Trustee Council has been
setting aside $12 million a year to establish a
reserve account for future restoration activi-
ties. The Council anticipates placing a total
of $108 million into the account by the time
Exxon makes its final payment in September
2001, plus accumulated interest.

The Trustee Council has made no deci-

sion about the long-term management or use
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of the Restoration Reserve. Meetings are being scheduled during 1997 and 1998 with interested

groups to generate ideas on how to best use the fund. The Council expects to make a decision before

the end of 1998 [
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PAST AND ESTIMATED FUTURE
USES OF CIVIL SETTLEMENT

(in millions of dolars)

Governments (includes litigation and cleanup) 173.2 (a)
Exxon (for cleanup after 1/192) 39.9
Actual expenditures:

= FY 1992 Work Plan 12.4

* FY 1993 Work Plan 7.4(b)

* FY 1994 Work Plan 14.6

* FY 1995 Work Plan 17.2

* FY 1996 Work Plan 177

* FY 1997 Work Plan (authorized) 16.2
FY 1998 - FY 2002 Work Plans (estimate) 64.5
Alutiiq Museum 1.5
Alaska SeaLife Center 25.5
Reduction of Marine Pollution 3.0

Large Parcel and Small Parcel habitat protection programs (past expenditures,
ontstanding offers, estimated future commitments and parcel evaluation costs)

RESTORATION RESERVE 108.0
s FY 1994 — FY 1997 48.0
* FY 1998 — FY 2002 (anticipated) 60.0
PUBLIC INFORMATION, SCTENCE MANAGEMENT & ADMINISTRATION 30.9
Actual expenditures:
. FY 1992 Work Plan 4.3
. FY 1993 Work Plan 2.7(b)
. FY 1994 Work Plan 4.1
. FY 1995 Work Plan 3.2
. FY 1996 Work Plan 3.0
. FY 1997 Work Plan (authorized) 3.0
FY 1998 - FY 2002 Work Plans (estimate) 10.6
TOTAL 918.3
Exxon Payments 900.0
Interest on Court Registry Investment System (minus fees) 14.5
Interest on federal and state accounts 3.8

(a) Reimbursement to governments reduced by §2.7 million included in the FY 1992 Work Plan.
(b) 1993 Work Plan was funded for anly 7 months during transition to the federal fiscal yoar (October 1 - September 30).




INDEPENDENT AUDITORS' REPORT
ELGEE, REHFELD & FUNK

Certified Public Accountants

9309 Clacier Highway, Suite B-200 - Juneau, Alaska 99801
Phone: 907-789-3178 - FAX: 907-789-7128

Members, Exxon Valdez Oil Spill Trustee Council,
Anchorage, Alaska:

We have audited the financial statements of the Exxon Valdez Oil Spill Trustee Council, Trust Funds as 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
Exxon Valdez Oil Spill Trustee Council’'s management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit 10 obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides 2 reasonable basis for our opinion.

As discussed in Note 2, the financial presentation for the Court Registry Investment System (CRIS), Exxon Valdez Oil Spill
Settlement Account (Joint Trust Account) is of this account only and is not intended to present the financial position of CRIS or
the United States District Court for the Southern District of Texas and the results of their operations, in conformity with
generally accepted accounting principles.

As discussed in Note 2, the financial presentation for the U.S. Department of the Interior, Fish and Wildlife Service, Natural
Resources Damage Assessment and Restoration Fund (NRDA&R) is of the amounts related to the Exxon Valdezr 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 conformity with generally accepted accounting principles,

As discussed in Note 2, the financial presentation for the State of Alaska, Exxon Valdez Oil Spill Settlement Trust (Settlement
Trust) is of the Settlement 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 operations.

As discussed in Note 2, the financial statements for the Joint Trust Account and NRDA&R are prepared on the cash basis of
accounting, which is a comprehensive basis of accounting other than generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the cash balances of the Joint
Trust Account and NRDA&R and the financial position of the Settlement Trust as of and for the year ended September 30, 1996,
and the results of their operations for the year then ended on the basis of accounting described in Note 2 for the Joint Trust
Account and NRDA&R, and in conformity with generally accepted accounting principles for the Scttlement Trust.

In accordance with Government Auditing Standards, we have also issued reports dated January 23, 1997 on our consideration of
the Exxon Valdez Oil Spill Trustee Council, Trust Funds’ intemal control structure and a report dated January 23, 1997 on their
compliance with laws and regulations, as listed in the table of contents.

-E'.é,g( ; Souteld f/’[axt it

January 23, 1997
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Exxon Valdez Oil Spill Trustee Council
UNITED STATE DISTRICT COURT - FIFTH CIRCUIT
COURT REGISTRY INVESTMENT SYSTEM
EXXON VALDEZ OIL SPILL SETTLEMENT ACCOUNT
STATEMENT OF ASSETS, LIABILITIES AND JOINT TRUST ACCOUNT
BALANCE ARISING FROM CASH TRANSACTIONS

September 30, 1996
ASSETS:
Cash and Investments $ 112,885,654
Total Assets $ 112,885,654
LIABILITIES AND JOINT TRUST ACCOUNT BALANCE:
Liabilities s -
Joint Trust Account Balance - Liquidity Account 76,889,483
Joint Trust Account Balance - Reserve Account 35,996,171
Total Liabilities and Joint Trust Account Balance b 112,885,654
STATEMENT OF RECEIPTS, DISBURSEMENTS AND
CHANGES IN JOINT TRUST ACCOUNT BALANCE
For the Fiscal Year Ended September 30, 1996
Receipts:
Receipts 66,708,554
Investment Income - Liquidity Account 3,887,123
Investment Income - Reserve Account -
Total Receipts 70,595,677
Disbursements:
State of Alaska, Exxon Valdez Settlement Trust;
Fiscal 1996 Natural Resource Damage Assessment
and Restoration Projects (2,468.,898)
Fiscal 1997 Natural Resource Damage Assessment
and Restoration Projects (9,906,619)
Land Acquisition Disbursements (18,509,433)
Research Infrastructure Improvement Disbursements (12,456,000)
Total Disbursements to State of Alaska (43,340,950)
U.S. Department of Interior, Natural Resources Damage
Assessement and Restoration Fund:
Fiscal 1996 Natural Resource Damage Assessment
and Restoration Projects (3,850,224)
Fiscal 1997 Natural Resource Damage Assessment
and Restoration Projects (6,663,400)
Land Acquisition Disbursements (20.534,200)
Total Disbursements to United States (31,047.824)
Court Registry Fees (388,772)
Total Disbursements (74,777,546)
Deficiency of Receipts Over Disbursements (4,181,869)
Joint Trust Account Balance, Beginning of Year 117,067,523
Joint Trust Account Balance, End of Year 112,885,654

The accompanying notes to trust fund financial statements are an integral part of this statement.
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Exxon Valdez Oil Spill Trustee Council
UNITED STATE DEPARTMENT OF THE INTERIOR,
FISH AND WILDLIFE SERVICE
NATURAL RESOURCES DAMAGE ASSESSMENT
AND RESTORATION FUND
STATEMENT OF ASSETS, LIABILITIES AND TRUST FUND
BALANCE ARISING FROM CASH TRANSACTIONS

September 30, 1996
ASSETS:
Cash and Investments $ 7,791,910
Total Assets $ 7.791,910
_——
LIABILITIES AND FUND BALANCE:
Liabilities $ g
Trust Fund Balance 7.791,910
Total Liabilities and Trust Fund Balance $ 7.791,910
=== ==
STATEMENT OF RECEIPTS, DISBURSEMENTS AND
CHANGES IN TRUST FUND BALANCE
For the Fiscal Year Ended September 30, 1996
Receipts:
Contributions - Court Registry Investment
System, Joint Trust Account $ 31,047,824
Investment Income 206,258
Total Receipts 31,254,082

Disbursements:
U.S. Department of Interior:

Fish and Wildlife Service (22,133,000)
National Biological Service (1,418,700)
National Park Service (81,700)
Office of the Secretary {61,900)
U.8. Department of Agriculture, United States
Forest Service (3,067,000)
.S, Department of Commerce, National Oceanic
and Atmospheric Administration (3,931,300)
Total Disbursements (30,693,600)
Excess of Revenues Over Expenditures 560,482
Trust Fund Balance, Beginning of Year 7,231,428
Trust Fund Balance, End of Year $ 7,791,910
_———

The accompanying notes to trust fund financial statements are an integral part of this statement.
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Exxon Valdez Oil Spill Trustee Council
STATE OF ALASKA - EXXON VALDEZ OIL SPILL SETTLEMENT TRUST

BALANCE SHEET
September 30, 1996
ASSETS:
Cash and Investments $ 42,130,502
Total Assets $ 42,130,502
e
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts Payable s 3,937,523
Deferred Revenues 10,196,019
Total Liabilities 14,133,542
Fund Balances:
Reserved for Encumbrances 20.708.598
Unreserved 7,288,362
Total Fund Balances 27,996,960
Total Liabilities and Fund Balances $ 42,130,502
STATEMENT OF REVENUES , EXPENDITURES AND
CHANGES IN FUND BALANCES
For the Fiscal Year Ended September 30, 1996
Revenues:
Contributions - Court Registry Investment
System, Joint Trust Account $ 55,508.647
Interest and Investment Income 1,673,683
Total Revenues 57,182,330
Expenditures:
Current Operating:
WNatural Resources Damage Assessment
and Restoration Projects
Department of Fish and Game (12,752.869)
Department of Environmental Conservation (455,496)
Department of Natural Resources (1,618,827)
Total Current Operating (14,827,192)
Capital Outlay:
Research Infrastructure Improvements - Alaska
Department of Fish & Game (5,711,366)
Land Acquisitions - Alaska Department of
Natural Resources (18,249.433)
Total Expenditures (38,787.991)
Excess of Revenues Over Expenditures 18,394,339
Fund Balances, Beginning of Year 9,602,621
Fund Balances, End of Year $ 27,996,960

The accompanying notes to trust fund financial statements are an integral part of this statement.



Exxon Valdez Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1996

1. EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL

Formation of the Exxon 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 August 28, 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 T/V Exxon Valdez 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 terms 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 damage recoveries 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 Oil Spill Trustee Council (Council) was formed.

Exxon Valdez Qil 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 Departments of Interior and Agriculture and the Administrator of the
National Oceanic and Atmospheric 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 of their 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 Environmental 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 of the 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 State Departments of Fish and Game
and Natural Resources. 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 agencies 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 Qil Spill Trustee Council
The MOA shall terminate when the United States and the State certify to the Court, or when the Court determines on application
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 with the Oil Spill. In accordance with the MOA and as
ordered by the presiding Court, money 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 (CRIS) administered through the United States District Court for
the Southemn District of Texas. In addition, an account entitled “Exxon Valdez Qil Spill Settlement Account” (Joint Trust
Account) was established in CRIS specifically for the Exxon settlement proceeds.
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Exxon Valdez Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1996

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

CRIS is a cash management system developed by the United States District Court for the Southemn District of Texas. All
amounts placed with the CRIS liquidity account are maintained in United States government treasury securities with
maturities of 100 days or less, and are held in the name of Clerk, U.S. District Court, Southem District of Texas at the
Federal Reserve Bank. Amounts placed with the CRIS reserve fund are maintained in Uniled States government treasury
securities with maturity dates ranging from fiscal 1997 through fiscal 2002, and are held in the name of Clerk, U.S. District
Court, Southern District of Texas at the Federal Reserve Bank. The financial presentation for the Joint Trust Account is of
the Joint Trust Account only and is not intended to present the financial position of CRIS or the United States District Court
for the Southern District of Texas and the results of their operations.

Upon unanimous approval of the Trustee Council, funds are disbursed to the United States and the State to be expended by the
Trustee Agencies in accordance with the Council’s wishes. The accompanying financial statements for the Joint Trust
Account 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 Trustee Agencies.

As allowed under 28 USC 1913, 1914 (b) and 1930(b), the Clerk of the Court for the United States Courts is allowed to charge a
registry fee for administering investment holdings of funds held in their registry accounts. During the year ended December
31, 1996, the registry fee charged to the Joint Trust Account was [0 percent of investment income. In addition, CRIS has
entered into a contract with a Houston, Texas based financial institution to provide investment advisory information,
securities trading services, and accounting services at a fee of .025 percent added 1o the cost of securities purchased by CRIS.
On October 8, 1996, the United States, on behalf of the natural resource trustees applied to the court for restoration of the
court registry fees assessed against the Exxon Valdez Oil Spill Settlement Account and for an order waiving such fees in the
future.

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. Department of the

Interior, Fish and Wildlife Service, Natural Resources Damage Assessment and Restoration Fund (NRDA&R). NRDA&R
was established pursuant to Public Law 102-154, and is administered by the U.S. Department of Interior, Fish and Wildlife
Service. It is a trust fund which was established to hold natural resources damage assessment and restoration settlement
proceeds of the United States Government. Public Law 120-229 requires that federal proceeds from the Agreement and
Consent Decree (see 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 necessary expenses for assessment and restoration of areas affected by the
Oil Spill. Public Law 120-229 also calls for amounts in NRDA&R to be invested by the U.S. Secretary 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
beginning of each fiscal year, the Department of Interior, Fish and Wildlife Service communicates with each of the United
States Trustee Agencies to determine the timing of disbursements from NRDA&R to each Federal Trustee Agency.
Investments are purchased in order to eamn interest on available balances within NRDA&R, and with scheduled maturity
dates coincident with the scheduled date of disbursement.

The financial presentation for NRDA&R is of the amounts related to the Council only and is not intended to present the financial
position of NRDA&R or the Department of Interior, Fish and Wildlife Service and the results of their operations.

State of Alaska Fxxon Valdez Oil Spill Settlement Trust

Disbursements which are made from the Joint Trust Account to the State are deposited in the State of Alasks, Exxon Valdez Oil
Spill Settlement Trust (Settlement Trust). The Settiement Trust is established pursuant to AS 37.14.400. Pursuant to State
law a state agency may not expend money from the Settlement Trust unless the expenditure is in accordance with an
appropriation made by law. Expenditures of funds are made upon properly approved requests for payment. The total of
expenditures and encumbrances (obligations) may not exceed the appropriations to which they pertain.

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



Exxon Valdez Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1996

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Upon approval by the Council, the Court, and the State of Alaska, Trustee Agencies make expenditures directly against the
Settlement Trust.

The financial presentation for the Settlement Trust is of the Settlement 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 operations,

Basis of Accounting
Basis of accounting refers to when revenues, expenditures and the related assets and liabilities are recorded in the accounts and

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

The basis of accounting used by the Joint Trust Acconnt, NRDA&R and the Settlement Trust are as follows:
Joint Trust Account - The financial statements of the Joint Trust Account are prepared on a cash basis of accounting. As
such, revenues are recognized when received, and disbursements are recognized when paid.

NRDA&R - The financial statements of NRDA&R are prepared on a cash basis of accounting. As such, revenues are
recognized when received, and disbursements are recognized when paid.

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

Expenditures are recorded when the related liability is incurred. Encumbrance accounting, under which purchase orders and
contracts for the expenditure of moneys are recorded in order to reserve that portion of the applicable appropriation, is
employed as an extension of the formal budgetary integration of the Settlement Trust. Encumbrances outstanding at
year-end are reported 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 6f Understanding
(MOU) by and between the State Departments of Revenue and Administration effective July 1, 1993. Under the MOU,
interest is credited daily to the Settlement Trust by determining the Settlement Trust’s daily cash balance and applying
the current weekly 180 day Treasury Bill Rates based on the Treasury Bill auctions.

Statement Presentation

Separate balance sheets and statements of receipts and disbursements or revenues and expenditures are presented for each of the
Joint Trust Account, NRDA&R and the Settlement Trust. This is due to the fact that ownership of the Trust Funds rests
separately with each of the U.S. District Court, U.S. Department 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 Settlement Trust financial statements include disbursements made against the Settlement Trust
subsequent to September 30, 1996, which relate to fiscal 1996 restoration activities,

Deferred Revenues in the Settlement Trust financial statements include amounts received or receivable at September 30, 1996,
which are to be expended by the State in fiscal 1997.
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Exxon Valdez il Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1996

3. CASH AND INVESTMENTS

Cash and investments for the Joint Trust Account, NRDA&R and the Settlement Trust are as follows:

Joint Trust Account - All deposits and investments of the Joint Trust Account are held in the name of Clerk, U.S. District
Court, Southern District of Texas at the Federal Reserve Bank. At September 30, 1996, the balances held in the CRIS
liquidity account are held in U.S. Treasury Bills with maturities less than 100 days, and the balances held in the CRIS
reserve fund are held in U.S. Treasury Bills with maturity dates on November 18, in each year from 1997 through 2002.
A nominal amount of cash is also included in the balance. There are no uninsured or unregistered deposits or
investments. This places all of CRIS’s investments and deposits in GASB credit risk category 1 =.

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 Assessment and Restoration Fund at the U.S. Department of the Treasury.
At September 30, 1996, substantially all balances are held in U.S. Treasury Bills with maturities ranging from 30 to 300
days. A nominal amount of cash is also included in the balance. There are no uninsured or unregistered deposits or
investments. This places all of NRDA&R s investments and deposits in GASB credit risk category 1 =

Settlement Trust - Cash and Investments of the Settlement Trust represent cash on deposit in banks, and cash invested in
various investments as a part of the State’s short-term cash management pools. 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
State’s cash is invested pursuant to State laws which mandate that investments shall be made with the judgment and care
exercised by an institutional investor of ordinary professional prudence, discretion and intelligence. All deposits are
insured or collateralized with securities held by the State or by its custodian in its name. All investments are insured or
registered in the State’s name and are held by the State or its custodian. This places all of the State’s General Investment
Funds deposits and investments, of which the Settlement Trust cash and investments are a part, in GASB credit risk
category 1 =,

* GASB Statement No. 3 requires deposits and investments to be categorized to indicate the level of risk assumed by an
entity. For investments, category 1 consists of investments that are insured or registered for which the securities are
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 States, 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:

Date Payment Due Amount

Ten days after the Agreement 5 90,000,000
became effective

December 1, 1992 150,000,000
September 1, 1993 100,000,000
September 1, 1994 70,000,000
September 1, 1995 70,000,000
September 1, 1996 70.000,000
September 1, 1997 70,000,000
September 1, 1998 70,000,000
September 1, 1999 70,000,000
September 1, 2000 70.000,000
September 1, 2001 70.000.000

$ 900.000.000



Exxon Valdez Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1996

4. CONTRIBUTIONS BY EXXON CORPORATION (Continued)

During fiscal 1996, Exxon Corporation made the contribution to the Joint Trust Account as required by the Agreement. As
further discussed in Note 5, $3,291,446 of the $70,000,000 contribution was paid directly to the State of Alaska. The
balance of $66,708,554 was placed with the Joint Trust Account.

Reopener for Unknown Injury

In addition to the payment terms discussed above, the Agreement also has a reopener provision that allows the governments to
claim an additional $100 million from Exxon between September 1, 2002, and September 1, 2006, as required for the
performance of restoration projects in Prince William Sound and other areas affected by the Qil Spill to restore one or more
populations, habitats, or species which, as a result of the Oil Spill, suffered substantial loss or substantial decline in the arcas
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
information available at the time of the Agreement.

5. REIMBURSEMENTS TO THE UNITED STATES AND THE STATE

Under the terms of the Agreement, certain amounts paid by Exxon are to be made directly to the United States and the State.

These payments are to be used solely to reimburse them for the following purposes:

1. Response and clean-up costs incurred by either of them on or before December 31, 1990 in connection with the Oil
Spill;

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

3. (State only) Attorneys fees, experts’ fees, and other costs incurred by the State on or before March 12, 1991 in
connection with litigation arising from the Oil Spill;

4. Response and clean-up costs incurred by either of them after December 31, 1990 in connection with the Qil Spill;

5. To assess injury resulting from the Oil Spill and to plan, implemént, and monitor the restoration, rehabilitation, or
replacement of natural resources, natural resource services, or archacological sites and antifacts injured, lost or destroyed
as a result of the Oil Spill, or the acquisition of equivalent resources or services after March 12, 1991; and

6. (State only) Reasonable litigation 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 nof to exceed $67
million. The amounts to be reimbursed to the State for items one, two and three above are not to exceed §75 million. The
agreement does not place a cap on items four and five. The amounts paid to the State for item six above are not to exceed $1
million per month.

During fiscal 1996, $3.291.446 was paid to the State of Alaska as a reimbursement pursuant to the Agreement. There were no
other reimbursements made to the United States or the State during fiscal 1996 under the Agreement.

6. DISBURSEMENTS FROM JOINT TRUST ACCOUNT

Approved Payment Uses

Under the terms 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 injury resulting from the Qil Spill and 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 Qil 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 all projects to be conducted during the
fiscal year. For the fiscal year ending September 30, 1996, the following project solicitation and review process was used by the
Council:
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Exxon Valdez Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1996

6. DISBURSEMENTS FROM JOINT TRUST ACCOUNT (Continued)

1. In March 1995, the Council published an Invitation to Submit Restoration Projects for Fiscal Year 1996, As part of the
Invitation requirements, proposers developed and submitted detailed project descriptions and project budgets for review.
The Council’s Chief Scientist coordinated a preliminary scientific and technical review of the projects. The projects
were also reviewed by the Council's Executive Director, Federal and State agency staff, and representatives of the
Public Advisory Group (the Public Advisory Group consists of members of the public and concemed groups and was
appointed by the Council in accordance with the MOA to help provide meaningful public participation in the mjury
assessment and restoration process).

2. In late June, all proposals and the resuits of the reviews were published in the Draft Fiscal Year 1996 Work Plan. The
public comment period on the draft closed August 4, 1995.

3. During the public review period, the Public Advisory Group reviewed the draft work plan at a meeting in late July. In
addition to the public review many proposals underwent further technical, budget, policy, and legal review.

4. The majority of approved projects, received interim funding from the Council in August 1995. Additionally, projects
that required further technical review received funding in August 1995.

5. In December 1995, the Council made final project approval. The approved projects were published in the Fiscal Year
1996 Work Plan. 2

In addition to the process outlined above, the Council has also identified and acquired several tracts of land as permitted by the
MOA. The land acquisition support costs are funded through the Work Plan, and all land acquisitions are separately
approved by the Council.

'l'hcgmmmmwmwmmﬁmm“wmhmebdmcasmNRDA&Ra.ndlhc
Settlement Trust. The Council then recovers the interest reported by reducing subsequent disbursements from the Joint Trust
Fund for future projects. During fiscal 1996, disbursements to the United States and the State were reduced by $222,042 and
$1,436,335 for such interest earnings, respectively.

Acmalpmjectcostsmﬁ'equmﬁyhssumnthcongmalpmjeabudgas When this occurs, 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, During fiscal 1996, the United States and the State reported total unobligated balances of $3,665,782. Of this
amount, the United States and the State reported §1,165,334 and $2,500,448 respectively. These unobligated funds were
recovered through reduced project disbursements during the fiscal year ending September 30, 1996,

Disbursements from the Joint Trust Account
During fiscal 1996, the Council disbursed $74,388,774 for restoration projects and land acquisition pursuant to the MOA as
follows:

Restoration Projects Authorized By the Council

For 1996 and 1997:
To be conducted by the United States $ 11,901,000
To be conducted by the State 15.816.700
Total 21717700

Land Acquisitions and Research Infrastructure
Improvements Authorized By The Council

For 1996 and 1997:
To be acquired by the United States 20,534,200
To be acquired by the State 31,511,033
Total 52.045.233
79,762,933
Less:
Unobligated balances on prior years projects (3.665,782)
Interest carnings on payments not yet disbursed
by the United State and State (1,708.377)
Disbursements from the Joint Trust Account $ 74388774




Exxon Valdez Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1996

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 $289,400 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 - CRIS in the NRDA&R financial statements since NRDA&R is accounted for using the cash basis of accounting,

and is part of the ending Trust Fund Balance. However, this money will 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 easement, for 361,120 acres, with a total purchase cost, excluding interest, of $195,330.000. Of the total
purchase cost, $160.600,000 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
acquisitions, 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 $ 18,916,667
1998 8,500,000
1999 4,000,000
2000 4,000,000
2001 4,000,000
Thereafter 11.805.734

$ 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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REAL PROPERTY ACQUISITIONS (Continued)

Small Parcel Acquisitions
The small parcel program of the land evaluation 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 expressed interest in acquiring approximately 50 of the nominated parcels.

During fiscal 1996, the Council completed the acquisition of the first 14 parcels containing 805 acres with a total cost of

$5,295,000. Subsequent to fiscal year-end, 7 additional parcels containing 1,847 acres with a total cost of $3,184,000 were
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 of the small parcels are purchased under fee simple
title, and cash is paid on these parcels 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 have
been 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 Account with CRIS to fund

.

the construction of the research infrastructure improvements for the Alaska Sea Life Center in Seward, Alaska which is
affiliated with the University of Alaska, School of Fisheries and Ocean Sciences, Institute 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 $12,456,000 was made in September, 1996. The funds are being expended by the Alaska Department of Fish and Game
under a cooperative agreement with the City of Seward, Alaska. As of September 30, 1996, $5,711,000 had been expended
under the contract, and $19,245,000 remained encumbered,

SUBSEQUENT EVENTS

On October 11, 1996, the Council applied for a disbursement in the amount of $2,613,500 for the purchase of two pﬁrcc]s under

the small parcel acquisition program,

On November 8, 1996, the Council applied for a disbursement in the amount of $3,252,125 for the purchase of two parcels under

the small parcel acquisition program, and for the final payment due for the acquisition of a large parcel.

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 Settlement
Trust since the previous disbursement. In addition, the Council approved $1,035,000 for the acquisition of five parcels 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 State.
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