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| armm elder.
1 am chief.
1 will not
lose hope.
I will help
my people;
We have
never livecd
throush this
kind ofF
death, but
we have

livecl

throush lots

of other
kindcs ofF
cleaths.
WYWe will learn
ig=lpaRdal—
Past, vwe will
Ilearmn from
each other,
andc we will
live. The
water is
dead. bhut
we are alive,
and where

thhere is life

—Walter Meganack, 5r

In NVMemoriam

The Exxan Vafder Ol Spill Trustee

WALTEIR
MEGANACI Council dedicates the 1996 annual

reporl in memory of Walter R

SR. Mesanack, Sr

Walter was chief of Porl Grabam for 29 years. As the village chief he
made greal personal sacrifices so that his commumnity might be a bel
ter place 1o live

Walter supported his growing family through subsistence fishing and
hunting, trapping, and commercial fishing. He was deeply disturbed
by the effects of the Exxon Valdez oil spill on the marnne environmenl
he loved and enjoved, as well as its effec] on the people of the region
He spoke oul powerfully many times in public forums In make the
plight known of the people whose livelihoods and lifestyle were des
astated by the spill. His words and his example inspired others 1o
work 1o clean up the ofl spill and to endeavor to restore the injured

natural resources.

Walter's commitment, dedication, pride in his Alutiig heritage, and his
eloquence will be greatly missed by all.



MISSION STATEMENT
The Exxon Valdez Oil Spill Trustee Council

The mission of the Trustee Council and all parmcipants in council efforts s 1o efficiently restone the
enviranment injured by the Exxon Vaddez oil spill to a healthy, produttive world renowned ecosys-
tem, while taking into account the impartance of quality of life and the nead for viable opportuni-
ties o establish and sustain a reasonable standard of living,

The restoration will be accomplished through thie development and implementation of a comgre-
hensive interdisciplinary recovery and rehabilitation program that includes:

» Natural Recovery

= Monitoring and Research

* Resource.and Service Restoration

= Habitat Acquisition and Pratection

* Recource and Service Enhancement

s Replacement

* Meaningiul Public Panicipation

» Project Evaluation

* Fiscal Accountability

* Fifjcient Administration

Adgpied by the: Trises Councif, Movember 30, 7993
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LETTER FROM THE EXECUTIVE DIRECTOR

As Walivr Megatack, S, said in testimony quoted on this mport's decdication page, “Where there is life, there js hope, " The Trustese
Counail i providing some of that hope and now finds itself on the leading edee of restoratron activities natioawitle. In this yeaes
Jupait on the staltss of the restoration program, we describe 3 number of achievements which we hope will leave o positive legac,
aned eventually I:.I';Iﬂ_‘;'ih.ﬂflﬂ\‘ thie dhevastation of thie 1989 ol spill

The Truster Council was fermiod five vears ago o guice the use of the civil settfismont funds
fram the Exxon Valdez ol spill, Since then, the restoration program has maiured into one of
the largest long-term research and monitocing programs in the nation, In addition. by protect-
ing fmportant haditars, the Counctl also has provaded a long-tesm “safety net® for the ecoarny
of injured resources and services in the spill area

tn shaping and guifing the restoration program, the Trustes Council emphasizes several
key elerments:

Credible science — The Trustoes are funding some of the most exciting scientific research
underway aywhene in the woeld, and we'te starting (o reap the beneiits. In the past ine
yiears, fishenies management his advanced by decadies theough development of new nanage-
el Imﬁ foar Cosl Iﬂh_'t and Prince Wdlfﬁﬂﬂ Sound. Thir Councils theee majry ecosystem
stches ane l._lj'l,'rII:"[THJ'I'.'InI{'l‘.i' eftearts 1o understand the dyaamic pocesses which sugppor our
riaring resources and shoild fead o Rurther frprovements in esouree manjgement. An
Melly MICaommon Activee scientilic peer review process, including freauent workshops aned revesy sessions helps

Ereraivl PRwescy ensne that we continte 1o bl upon the knowledee pamed each year and that researchen
Faszor b sedes O Souf share information and ideas. A clarion call for coming years will be Publish. publsh, pubbish,

Ftmarr G d

iy owcher 10 provide the greater scientific commumity access 1o our resedech resalts

Meaningful involvement of the public — The Council b entnssted with restoring the natural sesources and human servnes
mjuredd by the spill, Because these resources belong 1o the public, the Council is commutied t making the public —especaally the
communities and residents of the spull area—active parners in the restoration peocess, The P=membey Public Adviuyry Croup
plavs a strong role i guiding restoration decisions, New Council efforts this yesr, including the participation of high schiool student
i resteiration proects and ceeation of @ netwark of community liaisons, promise to further strengthen this partnessup,

A focus on the futtsre — We are afready tumingg our éergies toward furthee integeation of the restoration program and synthesis
af scientiic lindings. The T0th anniversary of this spill is three years away, and planaing is undenway for that event. Establishment of
A long-tem resere acoount i oow leading to further thinking about future use of those funds.

Ther Cosne il tsntinies o dnsest on o program that s cost-effective; follows well-established! management prmciphes, and moof the
highest quality. The Council contraciod for its lirst audit this year; the results ae included in thes report,

N manual exsts on how i restone a manne ecosystenn followang an ol spill as Laree as the Exvon Valder spill, Thee Trustes

Counrif process 1 continuaily evolving as we soek botter waays 10 achieve oo mission, aned in the process we e fuming absiract
ristoration goah into concrete achieverments. We look forward (o the: pest year of work and invite voor imolvement

k 7%14? W Ceriran—
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in the seven
visars since the
Exxon Valdez

ran aground
on Bligh Reef,
several of the

STATUS

maring naam-
mals, birds,
fish and other resources injured by the spilfed oif
have recovered or are making progress toward
recovery. For others, recovery is coming slowly if
at all. Harbor seals; lor example, continue to
decline at a rate of about six percent per wear,
Certain pilerd seabird colonies have not recoverag,
although at some locations seabird reproduction
appears to have returned 16 narmal. A much-stud-
ied pod of killer whales in Prince William Sound
has suffered additional losses in the past two years,
and the sacial structure of the pod seems to be os-
integrating. Residents in the spill area continue to
deal with disruptions 1o commercial fishing and
therr subsistence way of liie.

State and federal agencies went inte acticn (o
idfentify resources at risk of injury from oil within
hours after the spill occurred on March 24, 1989,
Data collecled about the Injurtes has been critical
in guidime restoration. Following is information
sutmmarizing the ctrrent status of répreseniative
injured resources.

OIL REMAINING
IN THE ENVIRONMENT

O il can still be found in some places in the
spill region, although in mast Jocations

beaches appear 1o be normal. Remaining oil is maost-
Iy in scattered patches of hard or crumbly asphalt,
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thin black coating of tar an boulders or in ook

crevives, or layers of oil embedded deep in sedinsent,

protected from weathenng by rocks or boulders.
Kodiak survey. [During June and July
1995 a team expenenced in fracking Exxon Valdez
ol revisited 30 sites i the Kodiak region where il
was found during the 1990 or 1991 shoreline sur- '
vieys, The group also visited several locations iden-
tifieel by Kodiak area community members as possi-
bly containing el remaining from the spill.
The surveyors found almost no oil. In a very
few places. the survey team located small isolated L
patches of mousse, soft asphalt with sudace crusts,
or tar splotches, Chemical analysis of the oil con-
firmed it oreimated from the Exxon Validdez, Mo
subsurface ol was found,

This boulder strewr shore
o the vt shde of Shenak
fsfanel was oiled following
the 1589 ol spdll, bur geo-
mavptiologher mes Gibedut
and environmenial steciilist
Ciapiee Mussorn. dicd -nor find
any resididl ol six vears
Liter. This pocket beach wis
one of 30 sies srveyed for
sermaining off i the, Kodiak
area g 1995

Pbsibed by T

I cantrast to Kediak, surface and subsurdace
oil patches remain in many locations in Prince

William Sound, even though most beaches appear
free fram oil, The contrast between the two regions
probably can be attributed to several factors. By thes
time the oil reached Kodiak beaches, 1'1’5'
absorbed water, was IhlLWstﬁei m'id '

|l:"s‘| able fo [Jme!ra;p_ ts. Initial ailing,




paled o evaporated by the time it reached those
beaches. Also, Kodiak shorelines frequently are
buffeted by high energy storm waves. that tended

1o scour off ol residues.

Olling workshop. The Trustee Council
sponsored @ workshop in Novembier 1995 1o
adedress concerns about oll remaining on Prince
William Sound beaches. Workshop participants
included residents of Chenega Bay, land and
wildlife managers, and a paned of technical experts
with broad oil spill and shoreline treatment expen-
ence. The workshop focused on the costs, benefits
and possible environmental prablems associated
with limited treatment al sites where significant oil
rernains. Some of the ailed sites are near Chenega
Bay. The Council will consider thie results in 1996

Mussel beds. While most mussels in Prince
William Sound are free from oil, some dense
mussel beels over finge sediments
in sheltered locations are still
contaminatid. In 1994, scien-
tists and residents from the vil-
lage of Chenega Bay removed
and replaced contaminated sedi-
ments undemeath 12 ailed mus-
sgl bed< in Prince William

Sound, a restoration technique

Par Marris of the Natlonal
Oeeanle and: Atmospherlc
Administnstion has colieched

S
[
pls at specific xies in Mrinoe

never attemplid before. Monitonng of the restored
sitess ih 1995 showed that oil concentrations in the
sediments a1 all of the restored beds dropped by
98 percenl on average. Mussel survival al the
tleaned beds was vanable but generally good

PINK SALMON

SEA project résearchers s
devices such aa fhis CTD foon-
ductivity, tempetalihe dopth]
recorder (o cofledt OCedng-
graphic data Impartant 9
endderstanding Ructuarion fn
Pk salron s berring popa
it 1t Frince WillGeT Soand

e e Y A T}

P oot pink salmon retums in 1992 and 1993
and the collapse of the Pacific herring pop-
ulation in 19493 mn the Sound led 10 Trustes Council
sponsorship in 1994 of a collaborative efior
known as the Sound frosystem Assessment. The
SEA project aims to explore and develop madels
ol the processes influencing pink
salmon and Paciic herring produc
tivity in Prince William Sound.

The first phase of the project con-
sistedd of Intensive fiedd work 1o col-
lect information on physical charac-
teristics of the Sound that affect
salmon and herring. These jactors
include sea temperature, salinity,
cumrent movements, and the avail-
ahility and timing of increases anid
decreases in plankton, thie tiny plams
andl snimals that fish eat. These stud-
ies will continue, leading to the
disvelopment of maodels that explain
and predict ecological processes in

the Sound, making management and



e T Clhvos A
restoration of a multitude of marineg resolrces maore
effies thee

In & related pink salmon project, monitoring
efforts in both 1994 and 1995 detected no sigmifi-
cant difference between survival of wild pink
salmion eges spawned in oiled versus non-oiled
streams 0 Prince William Sound. This data sug-
gests wild stocks may be recovering from direct
spill impuries. Researchers expect to monitor oled
antd unoiled streams until no sig-
nificant differences are detected
i egg survival for two years in
bath odd- and even-year pink

salmaon runs.

SEA researcher Mark Clipsad] measures a
potiock whike Ak Willene prepdares (o iabe
& far of tasue sampdes for anshsis. Working i
T2-hout shifes, the SEA vessels colfected data
I Peince. Willam Sotmd using idmatonsic
equpiment, perfodicaly Jowerdng 4 oet o
defermine enactly what kit of £ e s
eguipment wits defecting. The aumber and
species of fuh b each cafch were reconded,
dnef 4 pevcentage of the fsh were sampled

In 19495 the Trustes Council placed equipment
for otolith thermal mass marking—a method of
marking every pink salmon released using fluctua-
tins In water tlemperature—in hatcheries in Prince
William Sound. Fishery managers will use the
marking information o sel harvest limits, locations
ahd timing of fishery openings to concentrate har-
viest an hatchery or uninjured wild runs, thus pro-

lecting Injured wild stocks

A A pink salmon earbone (orolith) is

about 1/8 Inch Jong, magniffed 100
tirriess, The dgnr and diank bands drcling
the ofolith were Wid down Similar 1o
tree rings I specific paiteins by hatcl-
ery staif controlfing changes o wates
temperature. The bands enable
researchers o identify. the year and
hatchery where the fish tpawned

HERRING
Prmw Willlam Spund Pacific herring runs
collapsed in 1993 and have not yet recov-
ered. The SEA project |s investigating the causes of
fluctuations in adull hering survival. Additional
stuches completed in 1995 implicate a comman
fish wirus and a fungus in the catastrophic declines.
Researchers are explonng the possibility that stress
fram ail contamination in intertidal spawning and
staging areas mate herring more susceptible to
these diseases. Work will continue in 1996 to
explore the relationships between oil and disease,

and to manitor pathogens in wild herring,

SOCKEYE
SALMOMN

B ecause of closed fisheries
in 1989, a large number of
sockeye salmon escaped to spawn
in the Kenai River system and in
Red and Akalura Lakes on Kodiak
lsland, resulting in decreases in the
returns of these valuable fish in
subsequent years, This effect was
still seen in the numbers of sockeye
relurning 1o the Kenai in 1995, The
Trustee Council funded projects in
1995 10 provide fishery managers
with toals to better manage the calch and escape-
ment of spawning sockeye salmon and o ensure

the health of fulure runs

HARLEGQLIN DUCKS

l I arlequin ducks feed m intertidal and

shallow subtidal hahitats where mast of
the spilled _oildnitially was stranded. The summer
I|_;upnlaﬂ-ﬂrl of harlequins in Prince Walliam Sound
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Scienfien capduned and refeased move than 350 hardequin ducks duning Augus? and Sepfemiber 1905 o

fabe biood samples, mesoure thell siee and welght, and assess the ducks” overall condition. The ducks

werr capfued witlie ey wene molh

and umadie i3 By Several team mernbers in kayiks hevoied groups

ol hadedcim Wit 4 chute-and-trap systern i shallow wader, Adult bivcs foem ofled and unoded aness of
the Sound were aiso Mted with radio fansmitien fo rack their movements and sanvival, 5o Gr biologhn

is small—less than five thousand birde—and <Ci-
entists continue o be concerned about poor
reproduction and a possible decline in the sum-
mer population of birds in the oilled western
regions of the Sound

The Trustee Council initated the Nearshare
Viertheate Proclator project in 19495 1o understand
the key mechanisms that may be constraining
recoviery Of the nearshore eoosystem, using our
species as indicators of environmental stress. The
species are two fish eaters—nver ollers and pigeon
|.'.1||||1-|1|u!-. and two ||'|1.-4-r1r'1|1,|I|--=r_~111||}_L; SIS
harlequin ducks and sea otters, which live on
shellfish. The project’s goal is (0 delermine
whether residual oiling offects or limidations in the
quarntity or guality of food available 1o these key
SPCIES 15 limiting their recovery

Priimary objectives for 1995, the first year of
this project, were 10 assess the condition of har-
lequin ducks in olled areas, reline e hr“'qmu o
wstimating populations and assessing the overall
health of sea otters, and develop technigues: for
determining the density and distribution i
invertebrate prey species. Work in 1996 will
also include data collection on niver otters and
phggEan guiblemors

Researchers lpanother progect funcked by the
Trustee Council developed @ monitonng pragram
o psseas the digribution, abundandeand repro-
ductive success of hadequn ducks in the eastem

versus the western parts ol

the Soumd. In 1995, harle
quin pairs with klings
Welt pDServed in casicm
Prmce Willlbaim Sound. No
T Li:r'l:,-\- v !h e IR ]
in the olled wesiorn arca
since the spill occurred. Researchers will continue
monitoring 0 determing i adolt hadequins wsing

the western side of the Sound are not breesling or i

they breed olsewhere

PIGEOMN GUILLEMOTS
ﬂﬁ igeon gulllemots are widely distributee (1
H the spill region. These diving birds nest in
rocky cliffs, sometimes in small groups, bul usually
apart from one another. Far reasons still unex.
plamed, these birds had already declined before
the oil spill. The present population in Prince
William' Sound s estimatoesd ot only one-third tht
of the early 1970s. The number of guillemots
ohserved dunng 1995 sunveys was highly vanable
and there is not vet any strong evidence thal th
|_:|:|1".-.||||Tl|| w1 is on thee rrsd

Frield biolopsts monmonng gullemot nests in
Prince William Sound and the Bamren Islinds gath
ered data on the number of eges laid, chicks
hatrhed and fledged, and the kind and quantity of
fish broueht to the chicks by acdult Girgs Thapsas
phservations, coupled with historical data rom
other spunces, sugeest thal the kinds and amounis
of forage fish available in the regon have changisl
a greal deal over the past 20 years. The imphca
tions of this shift are significant and far-reaching, A
wide variety of other bircds and mammals rely on
forage fish for an impoartant part of thete diets ancd

also may be afiected by this shift



The Trustee Council initiated the Apex
Predator Experiment, or APEX project, to examine
the relationships between forage fish abundance
and availability, and populations of preeon guille-
mats, common murres and black-legeed kitti-
witkies—key indicators of ecosystem health. Nane
of these species has yet recoverid from the spill.
This project will continue for several years and
should improve understanding of factors limiting
mecovery from ol spill injuries and management of

the spill area ecosystem,

Duve Tensder messumes. e wing of o pigeon gulllemio? chicl e
uilterniod ypicaly new in aperimgs or oevices gk ﬁ,k'ﬂ'ﬂf
e APEX profect. mesesirchers moniioed the g, syl s what
kined aned fowe mudh food the paiwnis BERGENT i g ruitlesnos
chilichn it several sites in Prince W Sing arid the Culral Aliska

COMMON MURRES
L arg colonies of murmes and other seabinds
e and raise thesr chicks i the Barren
Islands in the northern Gull of Alaska. Birds at
thisse codonies were killed in great numberss by the
ail from the Exxon Valdez, In fact, more common
murres died because of the <pill than any other
species, Reproduction of murres at the Barens was
disrupled for several years after the spill, leading 1o
reductions in chick survival, Murre productivity in

the Barren Islands has besn nomal since 1993

MURRELETS
M arbled murrelets in Prince William
Sound had declined or unknown reg
sons betoee the spill. Progress was made in 1995
on a reliable survey method 1o determine how suc-
cessfully these secretive birds ane reproducing in
the spill area. Using this method, reseanhors wen
able o tell that the birds were producing maore
chucks in some places than in others, The tech-
migjues perected by Trustee Council biologists may
also b vseiul to researchers of threatened marbled
murrelets in othr areas
Iy August 1995 the Trustee Council added
Kittlitz's murmelets and common loons 1o the list of
species injured by the spill. This addibon does not
reflect new finclings. Rather, further analyvsis resul
ed in otncial recognition that the spill effects on

these hinds were sigmificant

HARBOR SEALS

P rince William Sound harbor seals gomptinis
ey decline at a rate of aboutsix percent pir

year. Harbor seals alreadywene in seious decling

throughout the Gull of Alaska. including the
Soungdebefore the ill. Marne mammal biolo-




gists have been capluring a few harbar seals
overy year 1o sample blood and tissues, measure,
weigh and tag the seals. Data from the samples
indicates the seals have been exposed to certain
diseases in the past, but that there have been no

recent outhreaks. Analysis of the fat layer, or
blubber, also s providing important information
about whist the seals are eating

Harhor seals are a wraditional subsistence

resource in the oil spill area. Subsistence hunting s

unoiled study areas than at oiled areas. In 1995
onters seemed 1o be reproducing al about the same
rate in both areas

In 1996 blood and tissue samples will be col-
lecied from sea otters in oiled parts of Prince
William Sound. Analysis will provide a better pic-
ture of the overall health of the animals and  their

ability to resist disease,

affected by the declin-

ing seal population,

'

and lack of opportuni-
ties 1o hunt seals has
changed the digt of
users, The
Trustee Council has

siibysistente

funded the Alaska
Department of Fish
and Game Subsis-
tence Division 10

work with the Alaska
MNative Harbor Seal Commission to share and dis-

cuss research results, develop a biosampling pro-
gram to provide information about imponant lile
history parameters, and discuss future research and
management needs,

SEA OTTERS
l mmediately following the spill, researchers

——rm used boat surveys 1o find out how many sea
tiers were present in the wild. Biologists working
. ' .ﬁmunmr il |m:1m: ts have now developed

ea-.dh wvlni precise

AT
uﬁmnasr three

Biskogia Calg Matkin phovographs & group of kdfier whales Bom the AD
pod in Prince Willam Sound. Kiler whises can be idendified ualg pho-

tmgtaph shat show the site and shape of the dorsal fin and by marings
mmdmmﬂmnumﬂdhmﬁn
The dorsa fin of the male on the right b llded over af the Bp. Some
sciereisy sperulite o B 4 sign of poor hoalth o stress. Among e
lemuales in the group an (e left i the wmaler i of o cal

KILLER WHALES
S cientists have been particularly concemed

about the AB pod of killer whales in Prince
William Sound. There were 16 members in this
well-documented social group before the spill.
Fourteen whales disappeared from the AR pod in
1989 and 1990 and are presumed dead, and no
calves were known 10 be bom during those years.
Although four calves were added between 19491



and 1994, surveys in 1994 and 1995 indicate
five more whales were lost. The link between
these losses and the oil <pill is only Circumstan-
tial, and human interaction could be a factor.
However, the losses far exceed normal rates doc-
umented over 20 years of study for this and simi-
lar killer whale groups in the northern Pacific. In
addition 1o the losses, a subgroup ar family of
the AB pod was observed in 1995 swimming
with another resident pod in the Sound, behay-
ior unheard of in any other killer whale group,
These changes in social structure may be leading
to the AR pod's disintegration.

Transient killer whales are also found in Prince
William Sound. These individuals do not belong o
a coherent group. Typically they rely on marine
mammils as prey specles, whereas resident whiales
usually eat fish. Because harbor seals are an
important prey species for transient whales,
researchers are exarmining the relationship between
the decline in harbor seals and predation by tran-
sieenit killer whalies,

INTERTIDAL
COMMUNITIES

B oth the oil spill and subsequent cleanup
activities had significant effects on plants
and animals that live in the intertidal zone, the
area of shoreline between low and high tides. Onl
penetrater deeply into many beaches, and despite
intensive ¢leanup and winter storms, still persists in
spme planes,

Smiall inveriebrates and shellfish like limpets,
harnacles, marine snails, clams and mussels that
live in the Intertidal zone are impartant 1o sea and
river otters, hlack oystercatchers, harleguin ducks
and pigeot guillemots, as well as subsistence

r‘

D

users, Although the numbers of many intertidal
species have increased since the spill, recovery of
the brown seaweed knewn as Fucus, of popweed,
in the upper intertidal zone s lagging. Recovery of
Fucis is important, Many invertebrates need the
caver thie lush, moist canopy this seaweed pro-
vides to survive and multiply.

Althiough several methods of encouraging the
regrowth of Fucus have been. investigated, none
has yet proved practical to implement in large
areas. Researchers will continue to momitor natural
recovery of the intertidal community.

ARCHAEOLOGICAL
RESOURCES

A rchaeological sites injured by ail,
cleanup activities or related vandalism '
are different because they are nonrenewable—they
cannot recover 10 the same sense as biological

resources, Archagologists in 1995 continued a pro-
gram of monitoring and sampling some of the 24

archaeological sites throughout the spill region
known to have been injured, and conducted a
mare extensive exploration of two other sites in
Prince William Sound. No new disturbance or
vandalism was noted in 1995,

Archaealogical artifacts found on public nds
during spill respanse, damage assessment and
restaration programs are stored at facilities outside
the spil| region. The Alutiig Archacological

Repository in Kodiak, constructed in part with
Trister Council funds, is the only facility in the spill
area capable of storing artifacts, but ngile
objects found are presently housedsthire
begun in 1995 and
optians with
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This beoken siate uly, about five inches long, was foud with 4' fwo-plece wooden handle made of femiock which was probably orginaily Lished o
the blade with some kind of fber such as spruce oo ff was found in J995, more than three feer below. the surface & an archacological sife on
norheastem Knight lsband in Prince Witlhem Sound, This site wias unknown prior o strveys conducied fo identify archacalomical stes af sisk of dam
aige fronn ceanup activities. Archveolagist Lindd Yarbormugh estimates e u (s about ane thoesing yews ofd, dnd fat it wis made sl yeed by

ancestors of the Alutin peopie whe still infsbit the regiov,

in returning the artifacts 1o the spill area for storge
and display in appropriate facilities,

SUBSISTENCE

R esiclents of the 20 communities mos
divectly affected by the oil spill continue to
be concerned about the sakely of their traditional
e resources, Over the past two years, representa-
tives of the Subsistence Division of the Alaska
Department of Fish and Game, ather agencies and
staif from the Restération Office have assisted com-
munity residents with developing restoration pro-
jects nelated 1o subsistence resources,

One project surveyed octopus populations in
cooperation with the villages of Tatitlek and

Chenega Bay. Biologists used intertidal and under-
waler search techniques 1o assess the populations
of chiton and octopus near thee villages: Experlise
contributed by local residents was key o the suc-
cizes of thie pilot project.

Clams i the spill area were killed o sulfered
clower growth rates as g resyll of the spill and
cleanup activities. A project in 1995 provided
funds for the Quiekcak Shellfish Hatchery in
Seward 1o develop seed clams for use in future
restoration work niar the villages of Port Graham
and Nanwalek on the Kenai Peninsula and Tatitliek
in Prince Willlam Sound, as well as other loca-
tions, In 1996 the emphasis will beé on refining
hatchery technigues to increase production.

=



RESOURCES AND SERVICES
INJURED BY THE SPILL

Biological resources listed in this table expenenced population-level

or continuing sublethal mjunes

f.""il_f“RE D LOST or REDUCED
RESOLIRCES SERVICES
Biological Resources Other Other
@ @ -‘I:I'( h.'|1_-|.:|| HIH al L O |._|1 I!|\.h||'p,,;
i FECRITTE
Bald eagle i Commaon murm Pt
i ASSVE LS
Black ovstercaicher | Harbor soal [esipgniatedd
Interticlal organisms | Harleguin duck '-‘-’l|.1 l_‘ TR Recreation
[E¥at 4Tl ‘ ATERS & Tournsm
Intetticdal crganisms b ek

g CIUTRNE
Eillor whale LT

Sediments Wt Erefung
Musset ' Marbledd mwireeliet speart henting
A ol s
N I“J'".H' salmon Vo Pacine hemng P re i s
(sl Lakae

Pisseson guil e
Sulbticdal argansms
(W)

i Sea ofter
m Sockeve salmon
Clars Kenai & Akalura

WERTIL

i Subsistonce
[ Pink stlmon e

Commmenn hocsn
Subaticlal organisms
Cutthrosat frona | I

Dally Varden

Kinlite s miprelet

Rrver otlixy

Rosckfish

Amending the List of Injured Resources and Services. The lisl of
injured resources and services will b reviewed through the Trustee Cauncil’s scientific review

process as niew infomuation becomes availabile
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The Trustee Council has taken
steps (o restore, resources or
accelerite natlural recovery wher-
ever possible. Habital imporiani
1o the recovery of injured

resotrces has been pirotected

throughouw the spill region
Coiuncil-funched. profects are using
state-ol-the-art scientific tools and methods to
examine the injured resources and improve under-
standing of the spill’s long-term - effects. In other
canses, data collected and scientific tools developed
through restoration projects ane providing immedi-
ate benefits and will also leave a legacy of
“”I””'ﬁ't‘” management and UHEII‘N!.’IFH”IJ'IIE i
Alaska’s wealth of marine resources, Through an
intensive public process, the Trustee Council has
developed an integrated, ecosysiem-based pro-
gram that elfectively applies the trust funds to
restonition needs throughot the spdl area

P T

The Alugiig Dancers Bom Kookl enferained pamcioundy of @ moention during
the Conmunity Confenence on Sebeistence v e CFF Spdll

COMMUINITY
INVOLVEMENT

D uring 1995 the Trustee Council ook sev-
eral steps to more lly involve spill-area

communities in the testoration process

ROGRAM
HIGHLIGHTS

Conference on
Subsistence and the
Ol Spill. Nearly BO elders
youth, and other village residents
throughout the oil spill region
participated i a Cormmunly

Conference on Subsistence and
the Ol Spill sponsored by the
Trustee Council in September 19495, Major thesmes
ol the conlprence were improving communication
between nesearchers and communities and involy-
ing young people in the restoration process
Wiirking groups at the conference developed
ideas for using traditional and local knowledge o
help resources recover and o revitalize subsistence
liestyles. Another major theme was the importance
of self-reliance and the need 10 pursue some
aspiscts ol subsistence restoration, pamicularly spini-
tual healing, independent of Tnstee Council sup-
port. Pamicipants appointed 2 desring commines o
conbinue wirk on goals kentified at the conference

Community Coordinator. Through a
contract with Chugach Regional Resources
Commission, a Community  Invalvement
Coordinator joined the Restoration Citice in
December 19495, The Coordinator's tasks are 1o
enhance communication between the Trusies
Council and commumities afiected by the oil spill,
increase residents” level of active participation in
the restoration process—particularly in ongoing

o integrate local and traditional hl'lqu in‘h

the research and restoration Wﬁv

As part of the.g facilitators were

hired "Lm .h'r,, ova, Kodiak.
W Port Graham, Seward, Tatitlek and

L15<7

o
sclentific stuties—anid work with project Iv.'n_lq_v, il

E




Valdez

fiomal facilitator will

An addi

represent the Alaska

Peninsula

Community-based harbor seal
management. A project begun by the Trustes
Council in 1994 directly involves subsistence
hunters in the efiors 0 restore harbor seals and sea
otters, species that still have nol recovered from
the spill. The project provides for a continuing
exchange of nformation amang hunters, marine
mammal biglogists and resource management
agencies. The hunters contribute valuable fradi-
fisnal knowledge about the habits of seals and sea
otters and information abow harvest locations, In
fiscal year 1996, the project s traiming hunters 1o
collect ticsue samples needed by marine biologists
i evaluate the health of sealy and otters. The
hunters and scientists work together o develop
recommendations lor subsistence uses of these
manne mammals hased on restoration project find-
ings. This project will continue in 1996 with a
iocus on ncreasing the dialogue between soentsts
and subsistence users in order 10 enhance harbor

soal recovery

Other community Involvement
projects. A 1995 project trained local residents
to sample abnormal fish and wildlife resources
found near their community and ranspon samples
daboratones for analysis, Sisty-one volurdesrs in
MY commimnitics in the oil spill areg were iramed o
collect, presenve, Pagkage and ship difierent types
of samples. A network was putn plice 1o trans-
port and analyze the samples. and then. 1o repon
the results back 1o the community,

Communtty Coordindror
Marths Viasoll heeps il

aTrd restcents informed of
restoration activities and
AASSES. WITH Infegranon of ma
ingwiedge info

ditiond

fi=treFice Jfn e a8al

Another project, the Youth Area Watch
involves young people in Prince William Sound
communities in thie scienc aspicis of restoration
prajects. This project came together with the har-
bor seal project in the lall of 1995 when high
school students also paricipated In the biological
sampling program described above. As the biolo-
gists, hunters, and yvoung people interacied, and
students learned 1o take tissue samplies from har
bar seals and tish, anatomy and phnwsiology werne
no longer abstract classroom concepts. The stu-
dents were invalved in hands-on soence i therr
own backyards and at the same time learned
I'II".II'.IH': |.f|'|‘|.|H|.|:'|i'-ld| subsistence prachces Inom expe-

rienced hunters

Lincla Evans of Namwalek partichnaled in framing seaskons
during Sentember 1995 o o how fo be sunpics for
hysts o ay abnosrrial fuh and wikdille fesources found
rear her village - =




SCIENCE PROGRAM
DEVELOPMENT

The Council's adaptive management process
is now well established, producing a pre-
dictable annual cycle of project development,
restoration wark, and review. Trustee Council
researchers report regularly on the progress of their
wirk to the Chief Scientist and a number of inde-
pendent peer reviewers infemationally. known in
their fields. A seres of intensive review sessions
were held last all and winter 10 follow up on
issues peeding attention and 1o dentify areas
where the projects could be improved. Addition of
a Science Coordinator 10 the Restoration Office
staff also strengthened the review process.

The third annual Restaration Workshop in
January 1996 brought together 250 researchers,
residents of spill communities, resource managers,
aned members of the public. Theough three days of
presentations, small group discussions, and a well
received poster session, the interdisciplinary group
exchanged information and fostered collaboration
thist will benefit the restoration program.

The Truvtee Councl’s science team reviews each project prior to Councll appioval,

pibvistic bey L0 Foain

& Funding

e anal Thustee Courcll aduptive manigemnent cycle of sollcitig,
FEviewig, implementing amd fevising restonstion projechs provides
opportianities for pubifc input i the process and conatantly looks for
Wil B0 Impwosee the progiam,

MARINE ECOSYSTEMS
he Trustee Council has been moving steadi-
ly toward an ecosystem-based approach for

understanding factors affecting recovery of injuncd

resourcees, This method maximizes the efficiency of

research and monitaring efforts and should lead 1o

soientific results with wide application and lasting

benefits. Taking an ecosystem approach to reston-
tion means examining certan injured species that
can <erve as indicators of the health of the whole

manne ecosysiem and using this information 1o

understand the underlying processes which may be

limiting recovery, Work on related
questions and resources has been
concentrated in three major ecosys-
lem projects. Each of the projects
complements the others, and the
researchers are sharing data 1o maxi-
mize benefits and avoid duplication.
Scientists working on the Sound

Suning. ief to right S Sennes, Tnusire Councl Sdence Coontinatoe; fete Petersen, :

Prodenir of Marine Scieaoe, Salogy & Ecology, Universdy of North Caroline: Robert Soiless,
Trester Councll Chief Scaentise. Seated, left o dght: Cheis Haoey, Wilkiille Ecologin .
Murxly, Fshedes Scentist: Geonge Base. Serdor Chuir in Fishevies Corvenid

Linfwersity of Mesiounciland —————

.. | Draft Work

Emwsrem Assessment pr—::ieﬂ are




The Nearshore Vertebrate Predator project is

1 examining populations of sea ofters, river ofters,

hatlequin ducks and pigeon guillemals as key

species to indicate the health of the overall

t nearshore ecosystem, the area where most of the

I oil was deposited. Studies of invertebrates such as

} sea urchins, mussels and clams, as well as

3 nearshore fishes, were included in this project ©

t assess the abundance and health of prey popula-
tons important fo these four predators.

The Apex Predator Experiment, or APEX,
project is exploring the productivily of commaon
murres, pigeon guillemots, and black-legeed kimi-
wakes in Prince William Sound and the Gulfl of
Alaska in relation to the availability and quality of
the small forage fish that are thelr prey.

NOTEWORTHY SCIENTIFIC
& RESTORATION
ACHIEVEMENTS

Kenal sockeye predictions.
Following the spill in 1989, no fishery openings
were allowed in Cook Inlet because of the possibil-
ity of fouling the carch with ofl. This led 1o farge
numbers of fish retuming to spawn in the Kenai
river and lakes system. Most Kenai River sockeye
have a five-year life cycle—two years in the fresh

Biologists expected that more spawning adults,
therefore more fry and juveniles, would lead to
depletion of food resources and starvation of the
Bsulting in a downturn in the returns of the

v s dive years later, However, the

' ot entirely matched this
council femded o project to

walers of the river system and three at sea,

have the largest impact on survival of the fish
spawned the next year. Sockeye fry emerge in late
spring. New zooplankion, the main food resource
for juvenile sockeye, enter the food chain in mid-
summer. If the juvenile sockeye salmon from an
oversized run the prior year have reduced the zoo-
plankton papulation too much, the emerging fry
will starve before new zooplankton are available in
the summes.

The result is the same—huge fluctuations in
the returming fish as succeeding generations retum
to spiawn, If this new theary holds true, fishery
managers will be able 10 predicl ockeye retums
much more accurately and more efiectively man-

SEA documentation of pollock in
Prince William Sound. One oulcome of
the research by the Sound Ecosystem Assessment,
or SEA, project has been the discovery of a large
population of adult and juvenile walleye pollock
throughout the Sound,

Towing advanced underwater hydroacoustic
equipment, the SEA teams collected data about the
sea bottom and the marine life in specific areas of
the Sound. Fishing vessels accompanying the
research ships used pets 1o catch samples of what-
ever the sonar equipment was “hearing,” so that
the technicians could compare the hydroacoustic
data with what was in the nets. By identifying the
different signals that represented difierent kinds of
fish caught in the nets, the msearchers were able 1o
collect information on the number and kinds of fish
present in wide areas of the Sound.

Using these techniques, researchers identified
a large population of adult and juvenile pollock
throughou! southwestern and northern Prince



-

Surveys condocted o 1994 and 1995 by SEA researchers
mapped the presende of polioct and sooplankton in Prince
Willarn Sound g nrimsaceasic sonveys dnd oY sampls.
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William Sound, The biolagists also examined
siomach contents of some of the fish they caught,
I[' leading 10 a theory that pollock may be a major
r predator an juvenile salmon and pollock. Since no
one knew before that so many pollock were pre-
sent, thens had been no reason to suspect pollock
J pridation could be a factor in fluctuations in
salmon populations.

‘ Upper Cook Inlet sockeye
management. The Tustee Council funded a
project in 1995 1o provide fishery managers the
twi types of in-season information they need 1o
alleviate oil spill injury to Kenal River sockeye
salmon: data about how many fish have retumed
ir.lr use in allocating the commercial harvest, and
niprmation about where the retuming fish are from
vithin th nﬂwerwﬂm

lng fish was collected with
sockeye salmon

possible 1o time fishery openings 1o protect stocks
of these highly prized fish. Prior 1o 1995, fishery
managers in upper Cook Inlet depended on infor-
mation from commercial drift-flest sockeye catches
to determine the volume of fish retuming o spawn.

Unifortunately, this data was incomplete and
limited because it could only be gathered when the
fishery was actually open, When the fishing fleet
was idled 1o allow salmon 1o pass by and go up the
river to spawn, the fishery managers operated blind-
ly—they could not make accurate, reliable estimates
of the volume of fish retuming and when the fishery
could be reopened, If fishery managers allowed the
drift fleet to harvest too many fish, the resource
might be over fished and not enough salmon would
escape 1o assure the strength of future uns, Hold the
fishermen off 1o long and oo many fish might go
up the aver, leading to overescapement problems
and declines in future runs. The development of
hydroacoustic survey methods for sockeye salmon
in Upper Cook Inlet will provide a long-lasting 100l

for use by fishery managens.




Knowledge of the abundance of retuming fish
is ot sufficient, however, when the fishery manag-
er s concerned about one particular fish stock.
The hydroacoustic survieys provide an estimate ol
the fish in Cook Inlet, but they can't determine
how many of those fish are from the Kenai River,
In another part of the project, screntists identified
the genetic “tags” of sockeye from different spawn-
ing streams in the Kenal River system, |1 is now
possible o tell fishery managers within 48 hours
which stream in the river a particular salmon is
from if it was harvested in Cook Inlet. This informa-
tion provides another powerul tool which can be
usedd to protect spill-damaged stocks by guiding
selective harvest in the Inlet,

Changes in distribution of forage
Ash specles. A major shift occurred in the
late 19705 in the relative abundance of small fish
species critical in the diets of birds and marine
mammals in the Gulf of Alaska. Researchers spec-
ulate that some of these lindings may explain why
seabind and marine mammal populations have not
recovered from spill mjuries.

Data analvzed by researchers in the APEX
project indicate that forage species such as capelin
and shrimp virtually disappeared around 1979-80,
while other fish such as pollock, founder and cod
increased dramatically. At the same time,
oceanographers detected a two- to three-degree
Fahrenheat ncrease in
the water temperature
throughout the region.
This effects of this shift
on the seabirds and
maring mammals of

the region may be sig-

nificant, at least in part because the fish that are on
the increase de not seem 1o have as much nuin-
tional value as those whose abundance has
tecreasetl,

The researchers used a variety of data sources
to identify this shifi, Mational Manne Fisheries
Service and Alaska Department of Fish and Game
staif analyzed test trawl data covening the past 40
years 1o discover when the shift occurmed,

Comparing this information with the current
situation occurring off the East Coast of the United
States ane Canada has been revealing. The northemn
Atlantic off Newioundland has cooled in the last
several years, and Atlantic cod, the main fish
resource in the area, have almost disappeared. At
the same time, there has been a huge increase in
shrimp andl other crustacean species. This data is
wseful to scientists on both sides of the continent
and may help 1o explain natural Buctuations i the
Manne ecosystem,

National Biological Service persannel also
examined data on the diets of seabirds in Prince
William Sound collected during the 1970s and
19680s. The earlier studies showed that parent
birds brought more sandlance to their chicks
befare the spill than they have since, Other
researchers observed rates of seabird reproduction
at sites in Prince William: Sound, Cook Inlet and
the Gull of Alaska, and estimated the biomass of
forage fishes in the waters around the study sites,

They appear to have dis-

mhuinum
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ity arief rrarine rrurmemal. Mhese fuvenile poliocl were collected in g Ane
miesh et in newrshore watery of Prince Williem Sound
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Harbor seal fatty acld analysis.

In late September, 28 harbor seals were captured
in Prince William Sound and briefly held 1o col-
lect samples for analysis of fatty acids, stable iso-
lopes, genetic infarmation and other data, Several
species of forage fish were collected at the same
time for similar analysis of fatty
acid profiles, The early results

indicate that the fatty acids in

l

herming and pollock are very dif-
ferent from each other and that
the difference is detectable in
seal blubber. This may make it
possible to tell whether a partic-
ular seal is eating more of one
kind of fish or the other. Inital
analysis of data from southeast
Prince William Sound indicates
that seals at Channel Island were
eating more herring, and seals a
Sinckdale and Port Chalmers ate
more pollock o another fish thal
has a fatty acid protile similar 1o
pollock. These areas are only five
to ten miles apart, yel the seals

are apparently eating different prey, Fatty acid
anabysis will likely provide an additional tool o
help determine the reasons for the continued
iecling in harbor seils throughout thee spill region,

I . Reducing marine pollution:
. ~ The Sound Waste Management
"3 Program. Over the past year, repeesentatives

of the Prince William Sound communities of
Chenega Bay, Cordava, Tanitlek, Whittier and
Valdez have been working together o come up
with better ways to prevent marine pollution ind

manage <olid waste through a project funded by
the Trustee Council and the Alaska Department of
Environmental Conservation. Their plan: describes
ways 1o reduce sources of continiming pollution
that may be impeding recovery of resources
injured by the spill. By working together as a
region, the communities can
save money and make use ol
more vaned means of pollution
prevention and control than if
each tried 1o make changes
independently. Although the
project is still in the planning
stages, it received the 1995
Alaska Award of Excellence from
the Alaska Municipal League for
this innesative approach

Marine mamenal bicdoghd Kathy Frost uses
epouy i atach a4 sarclie RasTTET o e
back of & harbor seal. The barsmitier will
mmwhmwdmm
the seal 'y aferedboun and bow deep and
ki hosw long it dhved iWhen the seal sherds
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ey Ealf oF
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SEALIFE CENTER
Thc- Trustee Council in 1994 authonzed $25
million toward construction of the Alaska
Sealife Center in Seward, The Sealie Center will
provade manne research facilities 1o support restora-
tion work presently not feasible, as well as ather
science offorts; The scientific program will be guid-
ed by the University of Alaska Schoal of Fisheries
and Ocean Science. The facility will provide
wrigue and technologically advanced facilibes for
I"[’Tﬁrfh OFY MR f“:'lnmi!‘_ fish and seabirds

.



A leading expert in manne mammal physiolo-
gy was appointed Science Director of the
Alaska Sealife
November. Substantial interest has

Center in  mid-
already been expressed by Trustes
Council researchers and the intier-
national scientific community in
use of the facility, projected 1o open
in spring 1998

RESTORATION RESERVE
Cmﬂ:ﬂe!e recovery from the Exxon Valder

oil spill may not occur for decades. To be
effective, restoration activities may have to contin-
ue hevond 2000, the end of Exxon Comparation’s
payments to the seltlement trust. For these rea-
sons, in 1994 the Trustee Council began making
deposits of $12 million per year into a Restoration
Reserve o be wsed for future restoration activities.
Allocation of the Reserve funds 1o specific activi-
ties will be made by the Trusiee Council ar a later
date, The Reserve now totals 336 million and is
expected to reach al least $108 million, plus inter-
sty by 200

L7

Ther ouitees covst of Shuvik Island s ane of the arnas et
try the Trisviee Counci in 1995 ’

HABITAT PROTECTION
Thi- Trustee Councll continued in
1995 to protect habitats impor-
lant 1o recovery ol injunl resources
and services, The habilal protec-
tion program involves working
with praperty owners willing 1o
sell lands i the ol spill area. The
goils are to prevent additional
injury o resolrces and services during
mcovery and to provide a long-term safety
nel of undisturbed habitat for these resources, As
of December 1945, the Trustees had commuimed
$161.5 million to protect 361,000 acres of habi-
tat, This includes actions taken in 1993 1o con-
tribute to protection of 23,800 acres in
Kachemak Bay State Park and in 1994 1o protect
41,549 acres near Kodiak as Afognak lsland State
fark, In January 1995, the Trustees purchased
timber rights on 2,052 acres of Eyak Corporalion
land in Orca Namows near Cordova in Prince
William Sound. The Trustees paid $3.65 million

for this ac qum!l:m.

Following 15 a summary of recent habitat pro-
tection actions as part of the large parcel (groater
than 1,000 acres) and small parcel (less than
1,008 acres) programs.

Large parcel program:
Akhiok—Kaguyak — The Kodiak MNational
Wildlite Refuge gained 76,646 acres of land
and conservation easements on 43,219 acresa
from Akhiok-Kaguyak, Inc.. in May 19852
The Trustees contributed S36 million toward
this mqumhqu,_.ﬂ'ﬁﬂﬂmi tunds con-
trbulcl f0m other soufees,
Ff%w —  Also in May 1995, the
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federal government purchased from the Old
Harbor Native Corporation surface title 1o
29,100 acres and conservation easements on
3,000 acres, also within the Kodiak National
Wildlile Refuge. In addition, the Old Harbor
MNative Corporation agreed 1o preserve (5,000
acres of land on nearby Sitkalidak sland as a
private wildlife refuge. The Trustees con-
tributed $11.25 million toward this acquis-
tion, in addition to funds from other sources,

Konilag — Surface title to 59,691 acres of
prime habitat for bear, salmon, bald cagles,
and other species in the Kodiak National
Wildlife Refuge was purchased from Koniag,
Inc., by the federal government in November
1995, This agreement protected an additional
56,048 acres undir a conservation easement
through 2001, The Trustees contributed $21.5
million toward this acquisition, along with
funds from other sources.

Kocdlak Island Borough/Shuyak
Island — The Trustees approved $42 mil-
lion toward purchase from the Kodiak Island
Borougth of surface title 10 25,665 acres of
prime habitat on Shuyak lsland, at the norh-
ern tip of the Kodiak archipelago, also in
November 1995, The Kodiak lsland Borough
agreed to commit $6 million from the land
sale to expansion of Kodiak's Fishery
Industrial Technology Center.

Negotiations Continulng —Megotiations
dontinue with English Bay, Port Graham,
¥ ky Chenega, Eyak, Afognak Joint

i Corporations on long-

Small parcel program. |n lae 1995 the
Trustees authorized $15.6 million for offers 1© pur-

chase fee interest in 22 small parcels located
throughout the spill region. i all ofiers are accept-
ed, 17,645 acres of habitat will be protected,
including 2,500 acres alang the Kenai River impor-
tant for salmon habitat. Other small parcels are
being evaluated and additional purchase offers
may be made in the future.

FISCAL ACCOLINTABILITY
Independent audit. The Trustee Counal
contracted with a private accounting firm, Elgee,
Rehfeld, and Funk of juneau, to conduct an exter-
mal audit of the Council's financial activities, A
summuary of the audit of 1995 activities can be
found beginning on page 29 of this repon. The
audit provides an independent assessment of the
settlement funds held in trust and an analysis of
expenditures against the trust,

Administrative budget reduced.
Funding allocated 1o Trustee Council public infor-
mation, sclence management, and administrative
costs wask reduced by 12 percent in 1995 ina con-
tinuing eflort 10 maximize restoration benefits of
the remaining setilement funds.

COORDINATION
WITH CRIMINAL
SETTLEMENT FUNDS
s part of the criminal plea agreement,
Exxon paid $50 millon each to the State
of Alaska and the United States to be used for
restoration projects relating 1o the oil spill. The



state and federal governments separately manage
these criminal payments; the funds are not under
the authority of the Trustee Council. However, in
order 1o maximize opportunities for restoration, the
Trustees will continue to coordinate with activities
funder through the criminal settlement.

The federal trustees have allocated funds from
the federal criminal fines for habitat protection,
shoreline monitoring in Prince William Sound, and
other research projects.

Habitat protection. Habital protection
actions include authonzing the LS. Forest Service
o use $20 million to acquire privately owned
lands within the boundaries of the Chugach
National Forest in Prince William Sound. In the
Kodiak region, $20.5 million of the federal crimi-
nal funds were used by the U.S. Fish and Wildlife
Service to protect habitat within the Kodiak
National Wildlife Refuge.

The federal trustees approved approximately
$5 million ta appraise and acquire privately
owned small parcels in the Chugach National
Forest and the Kenai and Kodiak Mational Wildlife
Refuges. To date the Fish-and Wildlife Service has
reached agreements o acquire 21 key parcels in
the Kodiak Refuge.

Shoreline monitoring
and other research. The National
Oceanic and Atmaspheric Administration received
fiederal eriminal funds for three projects: a long-
term shoreline menitoring peoject 1o analyze the
effectivensss of various responses Lo future oil
spills, preliminary work to establish an Estuarine
Research Reserve in the oil spill area, and research

to identify, design and implement changes
enhancing navigational safety for oil tanker and
other large commercial vessels transiting the
Sound and Cook Inlet.

The state funds have been appropriated by the
Alaska Legislature for a variety of purposes,
O particular interest;

Subsistence. Five million dollars were appro-
priated to the Alaska Department of Community
and Regional Affars for grants to restore subsis-
tence resources in unincorporated communities,
Two new grants were awarded in 1995, bringing
the total to approximately $3 million commitied
thus far. Ope new grant enhanced the silver
salmon run in the Port Graham River an the
Kenai Peninsula. The other extended fish-count-
ing time at the Chignik River weir by four weeks
o document and research late returns of sock-
eye, Dolly Varden and other anadromaous fish,
Several other grant proposals in the Kodiak armea,
Prince William Sound and the Kenai Peninsula
are under review.

Kenal River. Three million dollars were
appropriated fo the Alaska Depariment of Fish and
Came for habitat restoration and enhancement
projects within the Kenai River watershed. In
1995, three restgration projects were completed in
the lower Kenai River downstream of Skilak Lake,
Techniques used al the three sites included rver-




Twenty-four Kodlak residents
teamed wp In Seprember
1995 o help with bulicing
new fralls im the Fr
Abercromble State Historic
Park, This profec! was sup
porteyd with atabe cimana et
riemend s

Recreatlon. The Alaska
Depariment of Natural Resources
recenved $10.8 mallion lor restonng
rocreational services. During 1995
funding was usixd on several o
jects. A public boat dock was con-
structed in Halibut Cove Lagoon
e Homer 1o pi wikde access 1o a
public use cabin, Construchon
began on two public use alwns in
Resurrection Bay one fully
accessible 10 people with disatnli
ties, Visitor information displays
about Kachemak Bay State Park
were placed at prominent loca-
tions in Homer, New trails were
butlt at Fort Abercrombie State
Park in Kodiak and at Caines Headl
Glate Recreation Area neads
Soward and planning was com-
pleted for 30 miles of new trails in
Kachemak Bay State Park

Additional recreational projects

will be underway later in 1949

Oill Spill Prevention. The

Department of Environmental Conse

rceivid 3.3 million for research on preveniion
and cleanup of future oil spills, Contracts are in
place for four projects in early 1996 totaling about

300,000, with additional projects under review

Current projects inchide a stucly of hiotegradation

of Alaska oils in fresh water, field st of a device
that will help prevent small fishing vessels from
overfilling their fuel tanks, an on-land et of bum-
ing oil as 3 ceanum method, and updating data
help the department make the best decisions i
hurmineg was under considerabion as an il ‘-[II”

cieanup method
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Public participation is a key element in the Trustep Council’s restora

tion process. Highlishts of 1995 activithes ollow

( ommunily involvement was a major emphasis i 1995, A
Community Involvement Coordinator joined the Restoration

Office 1w assist residents of the spill region become more imvialvied in

UBLIC
PARTICIPATION

restoration activities, Additional programs, including & Conference on

Subsictence and the Ol Spill, a Workshop on Residual Ol and partic-
ipation of ahout 20 representatives of spill area communities in the 1996 annual Restoration Workshop,
reflect an increased commitment 1o involving residents of the spill region, especially in research activities
where local and traditional knowledge can make important contributions

The Trustees sponsored the third annual Restoration Workshop in January 1996, More than 250
people participated, including key personnel from each project funded by the Trustees in 1995 as wll
as members of the public, representatives from spill area communities, scientists and resource agency
representatives. Presentations wens made about each of the major components of the restoration pro-
gram. A number of discussions tnok place on aspects of the program'’s future,

The Trustee Council met in Cordova on June 1, 1995
Thee mesting was well attended and many Cortdova resi-
dents offered comments and discussed thesr ideas with
the Trustees, The Trustees plan o meet at least once a
year in a spill region community

During a field trip to Prince William Sound in
September 1995, the Public Advisory Group toured a
hatchery where otolith, thermal marking equipment was
i operation, viewed a number of land parcels under

consideration for habitat protection, atiended briefings on

restoration activities and participated in public mestings

A numbey of Comiovarn discussed thel conooms with Councll merm-
e af the Trpare Councd meefing b Coedow on fune | 1005 m Valder and Chenega Bay

Trustee Council staff conducted public meetings
throughott the spill region during April 1995 1o take public comments on the 199 Draft Work Plan and
cliscuss scientific indings of the restoration program.. Experts on restoration: projects of paric ular inerest o
local tesidents participated In each meeting. Other, maore informal community meetings took 1_11.“.1'
thronsghout the wear.

Restoration information became available on the world wide web through an electaaiic home page st
up in the summer of 1995, Staff at the Ol Spill Public Information Centesae praviding Inlomation 10
Inberned wsers on the status of necovery, restoration activities, bac kglulu:l intormation on the spill, and a van-
ety of other information, including the text to the Annual Stattis Report.  The web page can be reached at:
hitp:/www.alaskanet/~ospic
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PAST AND ESTIMATED FUTURE
USES OF CIVIL SETTLEMENT

Reimbursements for Damage Assessment and Response
Governments (includes litigation and cleanup)
Exxon (for cleanup after 1/1/92)

Research, Monitoring & General Restoration
Actual expenditures:
* FY 1992 Work Plan
= FY 1993 Work Plan
* FY 1994 Work Plan
* FY 1995 Work Mlan

« FY 1996 Work Plan {authorized)

FY 1992 — FY 1996 Wark Plans
FY 1997 — FY 2002 Work Plans (estimate)

Alaska Sealife Center

Habitat Protection
Large Parcel and Small Parcel programs (past expenditures, outstanding offers,
estimated future commitrents and parcel evaluation costs)

Restoration Reserve
* FY 1994 — FY 1996
* FY 1997 — FY 2002 (anticipated)

Public Information, Science Management & Administration
Actual Expenditures:
* FY 1992 Work Plan
* FY 1993 Work Plan
* FY 1994 Work Plan
* FY 1995 Work Plan

* FY 1996 Work Man (authorized)
FY 1997 — FY 2002 (estimate)
TOTAL
Exxon Payments

Interest on Court Registry Investment Systemn account (minus fees]
Interest on federal and state accounts

Al Redmiburserneit fo governments rechiced by $2.7 M for expenditures included In FY 1992 Werk Plan

213.6
173.7
399

124

88
152
17.1

18.2

1.7
834

25.0

3815

108.0
360
72.0

30.9

43
2.7
4.1
3.2

3.4

3.2

914.0
200.0
120
2.0

ZB ) 13 Wiank Man was funided for only 7 manitis diiriing ransition o ohe fedenl fiscal year (Ocr, | — Sept 300,

(b}

(b)

firmciucies interest)



| == Ilr'_lfJ

/’.———'—\-
ELGEE, REHFELD & FUNK
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2309 Clagier Highway, Sulte B:200 - luneay, Alaska 99801
Phone; 907-789-3178 - FANX: 907-789-7124

INDEPENDENT AUDITORS REPORT

Members, Exron Valdez O] Spill Trustee Council,
Anchorage, Alaskn:

We have sudited the financial statements of the Exvon Valdez Oil Spill Trustee Council, Trust Funds as of and for the year ended
September 30, 1995, 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 finuncial statements
hased 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 These standards require that we plan and perform the audit to olbtain
reasonable assurance about whether the financial statements are free of material misstatement. An aldit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the fnancial statements. An audit also includes assessing the
accounting principles used and significant estimntes made by management, as well as evaluating the overall financial statement
presentation, 'We believe that our audit provides & reasonable basis for our opinion,

As discussed in Note 2, the financial presentation for the Court Registry Investment System (CRIS), Exzon Valder Oil Smll
Settiement Account (Joint Trust Account) is of this account only and is not intended 1o present the financial position of CRIS or
the United States Distniet Cownt for the Southern: District of Texas and the results of their eperations, in confermity with
generilly accepted accounting principles.

As discussed in Note 2, the financial presentation for the U.S. Department of the Interior, Fish and Wildiife Service, Natural
Resources Damage Assessmient and Restoration Fund (NEDA&R) is of the amounts related to the Exvon Valdez Oil Spill
Trustee Council only and is not intended to present the financial position of NRDA&R or the US, 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 Stale of Alaska, Excon Valdez Ol Spill Sertlement Trust (Settlement
Trust) is of the Settlement Trust only and is not intended to present the financial position of the State of Alasks or any of its
component units and the results of their operstions.

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 necounting principles,

In our opimion, the financial statements referred 10 above presant fairly, in all matenal 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, 1995;
and the results of their operations for the year then ended on the basis of acoounting desoribed in Note 2 for the Joint Trust
Account and NRDA&ZR, and in conformity with generally accepled accounting principles for the Settlement Trust

In accordance with Gevernment Auditing Stondards, we hoave also issued reporis dated January 26, 1996 on our consideration of
the Exxon Valdez Oil Spill Trustee Council, Trust Funds' internal control structure and o report dated January 26, 1996 on their
compliance with laws and regulations, as list } in the table of contents,

£lgee, Kelfeld SfouK

January 26, 1996
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Exxon Valde: Ol 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, 1995
ASSETS:
Cueh and Investments
Totnl Assets

LIABILITIES AND JOINT TRUST ACCOUNT BALANCE:

loint Trust Account Balance
Totl Lishilitics and Joimnt Trust Acconnt Balangce

STATEMENT OF RECEIPTS, DISBURSEMENTS AND
CHANGES IN JOINT TRUST ACCOUNT BALANCE
For the Fiscal Year Ended September 30, 1995

Receipts:
Receipis
Investment Income

Totul Recetpts

Dishursements:
State of Alasky, Exeon Valdes Settlement Trust:

Fiscal 1995 Natural Resource Duiriage Assessiment
and Restoration Projects

Flscal 1995 Land Acquisitions

Fiscal 1996 Natural Resource Damage Assessmen]
and Restoration Projects

Fiscal 1996 Research Infrastrocture Improvements
T'otal Dishurserments to State of Alaska

L5, Department of Interior, Natura] Resources Damage
Amiessernent and Restoration Fiend:
Fiscal 1995 Natural Resource Diunage Assessment
und Restoratlon Projects
Fisgal 1993 Land Acquisitions
Fiscal 1996 Maturnl Resource Dumage Atsessiment
and Restoration Prajeets

Total Disbursements to Uinited States
Courl Registry Fees
Toul Dishursements
Deficiency of Receipts Over Disbursements
Joint Tritst Account Balance, Beginming of Year
Toint Trust Account Balance, End of ¥eur

b3
5

s

117,067,523
112,067,521
rr—

117067523
117,067,523
—_—

67,303,000
5 ARY 088

T2,7806,088

[16,494.749)
(3, 111.204)

(9,861,7T16)

(12.500,000)
(41,969 66)

(B, 2B2.612)
(33,9000, 000)

(5.337.318)
{48,019,928)

(542,728)

(90,332,325)

(17.746,237)

134,813,760
117.067.513
—_——

The scermpanying otes i tras fand financiel sitements are an infegral part of this statemen
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Exxon Valde: O#l Spill Trustee Council
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UNITED STATE DEPARTMENT OF THE INTERIOR,

FISIL AND WILDLIFE SERVICE

NATURAL RESOURCES DAMAGE ASSESSMENT

AND RESTORATION FUND

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

September 30, 1995

ASSETS;
Cash and' Investments
Total Assets
LIABILITIES AND FUND BALANCE
Linbilities
Trust Fund Balance
Total Linbilities and Trust Fund Balance

5 1231428
5 1231428
—_—

5 =
7.231 428
L1 7,231,428
—_—

STATEMENT OF RECEIPTS, DISBURSEMENTS AND

CHANGES IN TRUST FUND BALANCE
For the Fiscal Year Ended September 30, 1995

Receipts:
Contnibtitions - Court Registry Investment
System, Joimt Trust Account
Unobligated Balances Retumned 1o NRDASR:
11.5. Department of lnterior
Fish and Wildlife Service
Nutional Park Service
Minerals Management Service
(Ohifice of the Secretury
LS. Depariment of Commeree, National Oceanic
and Atmosphetic Administration

Investment Income

Total Receipts

Dhabursements:

LS. Departaent of tnterior:
Fish and Wildlife Service
National Biological Service
Mational Park Service
Minerals Management Service
Office of the Secretary

1S, Department of Agriculture, United States Forest Service

U.S. Department of Commerce, National Oceanic
and Atmospheric Administration
Total Disbursements
Excess of Receipty Over Dishursements
Trust Fund Balance, Beginming of Year
Trust Fund Balance, End of Year

S AB019,928

206,484
304,075
$6.301
12,115

80,700
65T.675
115,751

48,793,354

(33,887,200)
(663.615)
163, 100)
(17,400)
(38,900)
{4,047, 004)

{2.893,100)

(41,630,315)
7,163,039
68389

The sccompanying noted to trust fund financial statements are an integral part of this statemen,

s llr-u"-I

s

i
L

i
L,

iw

JLIII 1) *%Z

31



e s 01 IHTI

.

75 ey g § ey

= =)

Exxon Valdez O Spill Trustee Council
STATE OF ALASKA - EXXON VALDEZ OIL SPILL SETTLEMENT TRUST

BALANCE SHEET
September 30, 1995
ASSETS:
{Cash and Investments $ 21,821,268
Contributions Receivable 12,500,000
Total Assets b1 34,373,268
e ST S —

LIABILITIES AND FUND BALANCES:

Linhilities:
Accounts Payvable 5 2,356,928
Deferred Revenues 22,363,716
Total Liabilities 24,720,644
Fund Balances:
Reserved for Encumbrances 1691943
Unreserved h91U6TE
Total Fund Balances 9,602,621
Total Liabilities and Fund Balances < 314,323,265
_—
STATEMENT OF REVENUES . EXPENDITURES AND
CHANGES IN FUND BALANCES
For the Fiscal Year Ended September 30, 1995
Revenues:
Contributions - Court Hegistry Investment
Svsiem, Joint Trust Account $ 19605953
Interest and Investment Income 943,577
Total Revenuoes 20,549,530
Expenditures:
Current Operating:

Natural Resources Damage Asicisement
and Restoration Projects

Department of Fish and Gume 12,679,279
Department of Environmental Conservation 1472, 568
Departrient of Natural Resources 1,252,753
Total Current Operating 15,404,602
Capital Outlay:

Land Acquisitions - Alaska Department of
Fish and Game 3,225,042
Taotal Expenditures 18.633.644
Excess of Revenues Over Expenditures 1.915.886
Fund Balances, Beginning of Year T.686,735
Fund Balances, End of Year s 9.602.621

e —

The pocompanying nates 1o trust fund financ il statements are s intogral part of this sukement.
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Exxon Valdez 01 Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1995

1. EXXON VALDEZ OIL SPILL TRUSTEE COUNCIL

The United Stutes of America (United States) and the State of Alaska (State) entered foto a Memorandum of Agreement and
Consent Decree (MOA) on August 28, 1991 The MOA was made to maximize the funds available for resioration of natural
resources and to resolve the governments” claims against one another relating to the T/V Exxan Valdez Ol Spill (04l Spill),
which occurred on the night of March 23-24, 1989 in Prince Willinm Sound, Aluska  Upon emering into the MOA, the
Linited Sintes and ithe State ‘believed thal the terms of the MOA were in the public {nterest und would best enable them to
fulfill their duties as trostess to ascss injuries and to restore, replace. rehnbilitate, enhance, or scquire the equivalent of the
natural resources injured, lost, or destroyed as a result of the Ol Spill.

Pursuant to the MOA und federal laws, the United Statex and Sinte act as co-trusices in the collection and joint wuse of all natuml
resource damage recoveties for the benefit of naturl resources injured, lost or destroyed gs o resull of the Ol Spill. To
miumnuge the co-trustee relationship, the Excon Valdeés Oil Spill Trustee Council (Council) was formed.

The Council consists of six trustoes, three trusices represent the United States and three trustees represent the State. The United
Stutes” trustees are the Secreturies of the United States Departments of Interior and Agriculture and the Administrator of the
Natjonal Deeanle und Atmospheric Administration (s bureau of the United States Department of Commerce). The Site's
trustees consist of the Commissioners of the State Departments of Environmental Conservation and Fish and Game, and the
Attomey General of the State of Alaska. The MOA allows the President of the United States or the Governor of the Staic of
Almska 1o transfer trustee siatus from one official to another afficial of their respective povernments.

All decisions of the Council must be made by, the unanimous agreement of the trusteed.  The decisions of the United. Stites’
trustees must be made in consulution with the United States Environmeninl Protection Agency. I the trustees canniol resch
unanimous consent, either the Uinited States or the State may resort 1o litigation in the United States District Count for the
District of Alacka (Court)

Resoration Office

The Council has established 2 Restoration ©iTiee which is responsible for the coordination and supervision of the activities of the
Council. The Remoration Office 18 mansged by an Executive Director who reports directly o the Council.  Since the
Council existy through the MOA, it and the Restoration Office operate within the framework of the Trustee Agencies.
During fiscal 1995, all activities of the Restomtion Office were conducted through the Alaska State Departments of Fish and
Ciame and Environmental Conservation. In addition, the Alaska Department of Natural Resources and the LS, Department
of Commerce, National Cceanic and Atmospheric Administration administered certain parts of the Restoration Office’s
nctivities.

The Restoration Office develops an annual budget which, upon approval by the Council, sets forth the anticipated expenditures
of the Restomtion Office. The Council makes an anmual contribution to the Siate agencics equal to the budget for the
Restoration Office.  The contributions sre made using the dishursements procedures discussed in Note 6,

Termination of the Exxon Valdez Oil Spill Trustee Council
The MOA shall terminate when the United States and the State certify 1o the Court. or when the Court defermines on application
by either government. that all activities contemplated under the MOA have been completed.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Joint Trust Account - Court Registry Investment System

As further discussed in Note 5, amounts paid by Exxon Corporation wre made directly to the United States and 'the State for
reimbursement of certain costs incurmed by them in connection with the Oil Spill.  In sccordance with the MOA and s
ordered by the presiding Court, money that is not directly paid to the United States and the Stule ix placed in an intercst-
bearing account in the Court Registry Tnvestment System (CRIS) ndminisiered through the United Siates District Court for
the Southern Distritt of Texas. In addition, an account entitled "Exxon Valdez (4] Spill Settlement Account™ (Joint Trus
Account) was established in CRIS specifically for the Exxon settlement proceeds:
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Exxon Valdez Ol Spill Trustee Cooncil
NOTES Tﬂ TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1995

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

CRIS iz a cash management system developed by the United Ststes District Court for the Southern District of Texis  All
amounts placed with CRIS are maintuingd in United States government trensury securities with maturities of 100 diys or
less, 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 predent the
financial position of CRIS or the United States Distriet Court for the: Southem Distriel of Texus and the resuls of thicir
Operitions.

Upon unanimous approval of the Trustee Council, funds are dishursed 1o the United States and ‘the State to be expended by the
Trustee Agencies in accordance with the Councii's wishes, The accompanying fieancial statements for the Joint Trust
Aceount reflect the intent of the dishursements us 1o naturhl resource damage asscasment and restoratian, or the adquisition of
land or research infristructire improvements 1o further protect the natuml resotrees. The Gnancial stalements also reflect (he
fiscal yenr which the disbursements are to be expended by the Trustee Agencies.

As allowed under 28 TISC 1913, 1914 (b) and 1930(b), the Clerk of the Court for the United States Courts is allowed 10 charge a
regisiry fee for sdministering investment holdings of funds held in their registry accourts. During the year ended December
31, 1995, the repistry fee charged to the Joint Trust Account was 10 percent of investment income. In addition, CRIS has
entered into o contract with a Houston, Texas based financial institution to provide Investment advisory. information,
securities trading services, and sceounting services at a fee ol 025 percent added to the cost of securities purchised by CRIS,

I}Jsbumuma:nts whn:h are mndc I'mm the Jmnl Tmﬁf .-'b.:mum h:- !ht Umled ’itm::r. are dcpnx:u:d in the 115, Department of the
Tnterinr, Fish mmd Wildlife Service, Natural Resources Damage Assessment and Restoration Fund (INRDA&R), NRDA&R
was esiablished pursuant to Public Law 102-154, and is administered by the LS. Depanment of Interior, Fish and Wildlife
Service. Tt is a trust fund which was established to hold naturel resources dumage assessment and’ restoration seitlement
proceeds of the United States Government.  Public Law 120-229 requires that federal proceeds from the Agreement ind
Consent Decree (see additional discussion in Nole 4) be deposiled in NEDAXZR, and that Al intedesd earned 'on these
procesds be avnilahle to the Federal Trostees for necessary expenses [or pssessment and ' restomtion of arcas affected by the
Oil Spill. Public Law 120-229also 'calls for mounts in NRDA&R 1o be invested by the ULS. Secretary of the Treasury in
interest bearing obligations of the United States.

Dishursements Trom NRDA&R are made pursuant to the directions of the Counetl und. & approved by the Court. At the
heginning of each fiscil year, the Department of Interior, Fish and Wildlife Service communicates with cach of the Linited
Stites Trusles Agencies to determine the timing ol disbursements from NRDAKZR 1o each Federnl Trusiee Agency
Investments are purchased in order to cam dnterest an available balanced within NRDA&RR. and with scheduled mitturity
dites coincident with the scheduled date of diebursement

The financinl presentation for NRDA&R 15 of the amounts reloted o the Council onky and is not intended 10 present the fimancmn
position of NRDA&R or the Department of Interior Fish and Wildlife Service and the results of their operations,

Disbursemenis which are mude from the Jaint Trust Account to the State are deposited in the State of Aliska, Exvon Feldez il
Spill Settlement Trust (Settlement Trust), The Settlement Trust is established pursuant o AS 37.14.400. Porsuani to Stale
liw; 0 state dgency mity not expend money from the Settlement Trust unless' the expenditure i in hecordasce with an
appropriation made by law.  Expenditures of funds are made apon properly approved requests for payment.  The 1otal of
expenditures and encumbrances (obligations) may not exceed the appropriations to which they pertain.

The Settlement Trust is an expendable trust fune of the Stste.  Expendable trust funds acoount for nssets held by the Sinte in o
trustes capacity where the principal nnd incorme miay be expended in the course of the fund’s desipnated operaticons,

Lipbn: approval by the Council, the Court, and the State of ‘Alaska, Trustee Agencies muke expenditures directly sgainst the
Settlement Trust

The financial presentation for ihe Settlement Trust is of the Settlement Trust only and is not intended to present the Tinancial
position af the State of Alaska or any of its componenl units and the results of their opermtions.
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Exxon Valdez Ol Spill Trustee Council
NOTES TO TRUST FLINDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1995

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting

Basis of accounting refers 1o whon revenues, expendinires and the relaled tssets and liahilitics ore recorded in the aceounts ind
fmancial statements. Specifically. it relutes 1o the timing of the finencial mepsurements made, repardicss of the measurerment
focus applied.

The basis of accounting used by the Joint Trust Account, NRDAKR and the Settlement Trust anc as follows:
Joint Trust Aseouns - The findncial statements of the Joint Trist Account are prq:arcd on ' cash basis of seccounting. - As
stich, revenies are recognized when recelved, and disblirsements are recognized when paid.

BRDA&ER - The financial statements of NRDA&R are prepared on o cash basis'of decounting.  As such, revenues e
recognized when received, and disbursements are recognized when paid

Settlement Trust - The finaneial statements of the Settlement Fund are accounted for using a current financial resources

measurement focus on the modified acerual basis, The Settlement Fund recognizes tevenues when the source is

measurnble and availoble, and inténded for the fiscal vear. Available means collectible within the current period or soon
enotigh therealter to be used to pay liabilities of the current period.  Aseels are recorded when megsumble and due.

Expenditures are recorded when the related linbility is incurred. Edcumbrance sccounting: under which purchase orders and
contracts for the expenditure of moneys are recorded in order 1o reserve that partion of the apphicable npproprintion; is
employed a5 an extension of the formal budgetary mtegration of the Settlement Trust. Encumbrnces outstanding s
year-end are reported 85 reservations of fund balunce since they do not constitute expenditures or liabilitics

Interest and invéstment income is allocated to the Settlement Trust as nsreed 1o under o Memomndum| of Understanding
(MOLF) by and between the State Departments of Revenue and Administration effective July 1, 1993, Under the MOL,
interest is credited daily to the Settlement Trust by determining the Settlement Trust's daily vash balance and applying
the current weekly 180 day Treasury Bill Rates based on the: Treasury: Bill auctions.

5 Prigastul

Separite balance sheets and statements of repeipts and dishursements or revenmes and expentditures are presented for ench ot the
Joint Trust Account, NRDA&R und the Settlement Trust. This is due 10 the fact that ownership of the Trust Funds rests with
the LIS, District Court, LS. Department of Interior, Fish and Wildlife Service and the State of Alxskn, respectively, and the
different bases of accounting used by the Trust Funds.

Contnibutions. Receivabie - Seitlement Tiust
Contributions Receivable in the Settlement Trust financial statements include amounts disbursed from: the Joint, Trust Account
pursuant to Council action prior to September 30, 1995, but which were received by the State subsequent to that date.

; e .
Accounts payable in the Settlement Trust finanéinl smtements inclode disbursements made #gainst the Settlerment Trust
subsequent 1o September 30, 1995, which relute to fiscal 1995 restoration activities:

Preferred Revenues in the Settlement Trust finnncial statements include amounts received or receivable at September 30, 1995,
which are to be expended by the State in fiscal 1996,

Utiotdigated Balances Retumned to Fund - NEDAKR

Unablignied Balunces Returniedd to Fund in the NRDA&R Anancial stalements represent unobligated amounts from Exon Valdes
oil spill restoration octivities of prior fiscal vears thit the United States Trustee Agencies have transferred bick 1o
NRDA&R during fiscal [995.
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Exxon Faldez Oil Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Flscal Year Ended September 30, 1995

3. CASH AND INVESTMENTS

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

4.

Joint Trust Accouni - All deposits and investments of the Joint Trust Account are held in the name of Clerk, U.S. Distno

Court, Southemn District of Texas at the Federnl Reserve Bank. At September 30, 1995, substantially all balances are held
in ULS, Treasury Bills with maturitics less than 100 days. A nominal amount of cash 1% alse included in the balance.
There ure no uninsured or unregistercd deposits o investments,  This places all of CRIS s investments and deposity in
GASH credit risk category | =

NRDASR - All cash and mvestments of NRDA&R are beld in the name of the LS. Depurtment of the Interior, Fish and

Wildlife Service, Natural Resources Damage Asscssment and Restoration Fund at the |L.S. Department of the Treasury
At Scptember 30, 1995, substantially all balances are held in U S. Tressury Bills with maturities ranging from 30 to 300
dmys. A pominal amount of cash is also included in the balance. There are no uninsured or uncegistersd deposits or
investments. This places all of NRDA&R s investments and deposits in GASB credit risk category | ».

Setlement Trust - Cosh and Investments of the Setlement Trust represent cash on deposit fn banks, and cash invested in

warions investmients a8 part of the State’s short-term cash mumngement pools. By lnw, all deposits and invesiments
relating 1o the Settlernent Trust are under the control of the Commissioner of the State Department of Revenue. The
State's cash 15 invested pursuant to State lows which mandate that investments shall be made with the judgment and care
exercised by an institutional iovestor of ordinary professional prudence, discretion and intellizence  All deposits arc
insured or collnteralized with securities held by the State or by its custodian i its name.  All imvestments 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 Genernd Investment
Funds deposits and investments, of which the Scttlement Trust cash and investments are a part, in GASB credit risk
category | =,

=  (GASH Statement No. 3 requires deposits and investments to be categorized to indicate the level of sk assumed by
entity. For investments, calegory | consists of investments that are insured or tegisiered for which the secuniics are
held by the entity or its cestodian m the entity’s nume, category 2 conuists of uninsurcd snd unregistered investinents
for which the securities are held by the broker’s or dealer’s trust department or agent in the entity’s name, and
category 1 incledes uninsured and unregistered Investments for which the securities are held by the broker™s or
dealer’s tnist department or agent not in the entity s nane

CONTRIBUTIONS BY EXXON CORPORATION

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

Pipeline Company entered into an Agreement and Consent Decree (Agreement).  The Agreement principaily stipulates tha
Exxon muke certain payments, and that all parties release and covenant not 1o sue o to file any administrative claim against
the other parties or specifically identified third partics, Pursuant to the Agreement Exxon i to pay the United States and the
State w total of $900 million as follows:

— Dale Paxtnent Due Amgiint

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

December 1, 1992 150,000,000
September 1, 1993 100,000,000
September 1, 1994 70,000,000
September 1, 1595 000,000
September 1, 15996 70,000,000
Scptember 1, 1597 70,000,000
September 1, 1998 0,000,000
September 1, 1999 70,000,000
Sepiember 1, 2000 70,000,000
September 1, 2001 — TH.000.000

36
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Exxon Valder Ol Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Yenr Ended September 30, 1995

4. CONTRIBUTIONS BY EXXON CORPORATION (Continaed)

During fiscal 1995, Exxon Corporation made the contribution to the Joimt Trust Account ms required by the Agreement. A4
further discussed in Note §, $2,697.000 of the $70.000,000 chntribution was paid directly to the LS. Departiment of
Agriculiure, United Sintes Forest Service., The balance of $67, 303,000 was placed with the Joint Trugt Account

In addition to the payment terms discussed sbove, the Agreement also has o reopener provision that allows the governments to
claim an additioral $100 million from Exxon beiween Scplember 1, 20602, and Scpiember 1, 2006, as required for the
performance of restoration projects m Prince William Sound and other areas affected by the il Spill to. restore one or more
populations, habitats, or species which, a5 u result of the il Spill, suffered substantinl loss or substantial decline in the areay
affected by the Oil Spill.

The cost of the redoration projects must not be grossly disproportionate to the magnitude of the benefits obtained, and the
reopencr is available only for any losses or declines thatr could not reasonably have been known or anticipated from
information available & the time of the Agrcement.

5, REIMBURSEMENTS TO THE UNITED STATES AND THE STATE

Under the terms of the Agreement, cenain amounts paid by Exxon are 1o be made directly 1o the United States and the State.

These paymenis are to be uted solely to reimburse them for the following purposes:

1.  Response and clean-up costs incurred by cither of them on or before December 31, 1990 in connection with the il
Spills

2 Nimml resource damages assessment costs incurred by eifher of them an or before March 12, 1991 o connection with
the Ol Spilk;

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

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

5 To msess injury resulting from the C8 Spill and to plan, mmplement, and monitor the restoration, rehabilitstion, or
replacement of natural resources, natural resource services, of archacological sites und wrtifhcts injured, lost or destroyed
s o result of the Ol Spall, or the acquisition of equivalent resources or services alter 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 onc and two above are not 10 exceed $67
million. The amounts to be reimbursed 1o the State for items one, two and three above are ot to exceed $75 million. The
agrecment docs not place a cap on items four and five. The amounis pald 1o the State for ilem six shove arc not o exceed §1
million per month. During Gscal 1995, 52,697,000 was paid 1o the United States Departmient of Agriculiure us & reimbursement
pursinnt 1o the Agreement, There were no other reimbursements made to the United States or the State during fiscal 1995 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 Mote, we
deposited into the Joint Trust Account. These payments are 1o be used solely to assess Injury resulting from the Ol Spill and 1o
plan, implement, and monitor the restoration, rehabililtion, or replacement of natural resources, natural resolree services, or
archasological sites and srtifucts injured, lost or destroved as a result of the Oil Spill, or the acquisition of equivalent resouress
o7 FETVICES.

Project Approval

The Council has developed a solicitation and review process for projects 1o sddress 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, 1995, the following project solicitation and review process was used
by the Council:
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Exyan Valdez Ol Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscnl Year Ended September 30, 1995

6.  DISBURSEMENTS FROM JOINT TRUST ACCOUNT (Continued)

L

In May 1994, the Council published an fevitarion ro Submit Rextoration Prajects for Fiscal Year 19935, The Council's
Chiel’ Scientist coordinated a preliminary scientific and technical review of the projects.  The projects were also
reviewed by the Council’s Executive Director, Federnl and Stste agency. stafl, and representatives of the Poblic
Advisory Group (the Public: Advisory Group congists of members' of the public and concerned proups and was
appointed by the Council in accordance with the MOA to help provide mesningful public participation in the injury
assessment and restoration progess),

In late August. all proposals and the resolts of the reviews were published in the Draff Fivcal Year 19935 Work Plan.
The public comment period on the draft mn from lae August until October 3, 1994,

Prajects that were in process from the fscal vear ended September 30, 1994, and that were ongoing and required
immediate funding, received fnterim funding from the Council on August 23, 1994,

During the public review peériod, the Council’s Chiel Scientist, peer reviewers, the Public Advisary Geoup, and athers
nitended ndditional review sessions of the varioos proposed projects io assess the merits of each project.

In Movember and December 1994, the Council made final project approval. The upproved projects were published in
the Fiscal Year 1995 Work Plan,

The staff of the respective Federal and State agencies developed detailed project descriptions which were reviewed by
the Council's Executive Director und Chief Scientist

In addition to the process outlined above, the Council has also. identified and scquired'several tracts of land gs permitted by the

MDA, The land acquisition support costs are funded through the Work Plan, and all land acquisitions ore sepamtely
approved by the Council,

Intesest Ingome Resovery - NRDA&R snd the Seitlement Tust

The governments are to report to the Council the amount of inferest eamed on net available balances in NRDALR and the

Sgttlement Trust The Council then recovers the imerest reporied by reducing subsequent dishursements from the Joint Trust
Frmid for futune projects. During fiscal 1995, dishursemnents to the United States and the State were reduced by $139.314 and
$985,423 for such interest eamings, respectively.

Lingbligated Balance Becovery - NRDDARR and the Sertlément Trust
Artunl project costs dre frequently less than the arigingl project budeets, When this vecurs, the Uinited Stites and the State retain

the unspent or unoblipated balances. The Clouncil then recovers these balances by reducing subsequent disbursements for
new projects. During fiscal 1995, the United States and the State reported total unobliphted balanees of $2,597 808, (Of (his
amount, United States and (he State reported ' $220,858 and $2,376,950, resnectively.  These unoblignted funds were
recovered throngh reduced project dishursements during the fiscal year eading September 30, 1995,

Dist 6 oint T
During fiscal 1995, the Council disbursed $89,989,597 for restoration projects and land acquisition as follows:

Restoration Projects Authorized By the Coungil

For 1995 and 1996;

To be conducted by the United States 5 14,560,800
T be conducted hy the State _ 29,603,000
Total A, [63.R00

Land Acquisitions and Research Infrastrooture

Improvements Authorized By The Couneil

38

For 19495 and 1996
T be acquired by the United Stmics 33,500,000
Ta beacquired by the State _ 15729042
Total 49,629,042
93,7492 842
Liess:
Unabligated balances on prior years projects (2,597.80%)
Interest earmnings on payments oot yet
disbursed by the United Stute and Stute (1, 124,737)
Chiher Adjustments (#0,700)
Dishursements from the Joint Trast Account § BROR9. 597
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Exxon Valdez O Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1995

7. CONTRIBUTIONS RECEIVABLE

On November 2, 1994, the Council approved the dishursement of $24,956,000 from the Joint Trust Account to the Stute. The
maney Is o be expended by the Sute of Alaska, Depariment of Fish and Game to fund rescarch infrastructure improvements
aflilinted with the University of Alnska. School of Fisheries and Ocean Sciences, Institule of Marine Sclence in Seward,
Alagka. The amount is to be funded with a withdrawal of $12,500,000 on September 15, 1995 and another withdrawal of
S12.456,000 on Seplember 15, 1996,

On September 20, 1995, the first scheduled withdmwal wits made,  These amounts were disbursed from the Joint Trust Account,
Huwever, the Tunds were received snd deposited to the Settlement Trust subsequent to September 30, 1995, For this rcasom,
the Settlement trust bas fecorded o contribution recelvable in the sccompanying financial stalements as of September 30,
1995.

5. DEFERRED REVENUE

Deferred revenue in the financial statements of the Settlement Trust has been recorded for two transactions
I. The disbursement in the amount of $12,500,000 made from the Joint Trumi Fund with CRIS to fund rescarch
infrastructuse improvements affiliated with the University of Alaska, School of Fisheries and Ocean Sciencex, Institute of
Marine Science in Seward, Alsska as discussed in the preceding nole is 1o be expended by the Alaskn Department of [Fish
and Game upon Tinal legistative approval by the State Legislatire’s Legislative Budget and Audit Committee. Pending
thig approval, the amount has been recorded ns deferred revenue.

2, On August 235, 19935, the Couticil approved the Initial funding for restoration projects to b conducted by the Truste
Agencies in fiscal 1996, The disbursemient relmting to this action was made from the lolnt Trust Account on September
21, 1995, and the smount disbursed 10 the State Trustee Ageniies’ of $9,863.716 has been recorded us delerred revenue.

NRDAKR also received the United States’ dishursement prior 10 September 30 1995, relating 1o the initial funding for
restorition projects 1o be conducted by the Trustoe Agencies in fiscal 1996, The amount received of $5,837.316 has been
recorded ps Receipts - CRIS in the NRDA&R financial statements since NRDAKR is sccounted for using the cash basis of
sccounting, and is part of the ending Trust Fund Balance However, this money will be made available to the Federal
Trustee Agencies in fiscal 1996.

9. REAL PROPERTY ACQUISITIONS OBLIGATIONS OUTSTANDING

Alaska Sea Lite Cenier

As discussed in Note 7, on November 2, 1994, the Council approved the disbursement of $24,956,000 from the Joimt Trust
Account: with CRIS to fund research infrastructure improvements affilisted with the University of Alnska, School of
Fisheries and Ocesn Sciences, Institute of Marine Science in Seward, Alaska.  The first of two withdrawals (o fimd the
praject in the amount of $12.500,000 way mude on September 15, 1995 A final withdrawal of $12,456,000 s seheduled for
Soptember 15, 1996

Eodiok Nationat Wildlife Befuge - AKI

On November 2, 1994, the Council approved the purchuse of the surfice estate in fee simple of approximately 76,700 acres of
lnnd within the boundarics of the Kodiak Natonal Wildlile Refuge (Refuge) and conveyance of an in-perpetuity
conservation easement on an additional approximately. 43,200 acres of land within the Refuge. The purchase closed during
year-énd. The land wes scquired by the United States Department of Interior, Fish and Wildlife Service. The total amount to
be paid from the Joint Trost Account is 536,000,000, The scheduled amounts paid or 10 be pald from the Joint Trust
Account are as follows with no interest accruing on the unpaid amotnts:

At inftind closang (paid m fiscal 1995) § 13,000,000
At subsequent cloging (paid in fiscal 1995) 8,000,000
September 30, 1996 7,500,000
September 30, 1997 _ 1.500.000

§ 36.000.000
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Exxon Valdez Ol Spill Trustee Council
NOTES TO TRUST FUNDS FINANCIAL STATEMENTS
Fiscal Year Ended September 30, 1995

9. REAL PROPERTY ACQUISITIONS OBLIGATIONS OUTSTANDING (Continued)

Seal Buy, Alsska

O August 23, 1993, the Council approved the purchise of 41,549 acres of land in the vicinity Seal Bay, Alnska by the Stme as
part of habitat protection activities consistent with its fiscal year 1993 Work Plan.  The property, which was owned by a
Corporation, wis purchased for S3R, 700,000 with $29.950,000 paid nt closing en November 10, 1993, The balatice due is to
bie il i three equal annual installments of $2,917.000 with Interest nceruing on the unpaid balanee ot o rate equal to the
fifty=two week United States treasury bill rte, sdjusted and compounded annually. Thee first annual installment was paid on
November 9, 1994 Interest paid on that date was $312,000, The remaining unpaid balance due of 5,833,000 plus interest
will be disbursed from Joint Trust Account halonces ol the scheduled installment dates.

10. SUBSEQUENT EVENTS

Fiscal 1996 R I .

On December 11, 1995, the Council approved the second dishursement refated to s fiscal 1996 Work Plan for Restoration
PProjects to be conducted by the Trustee Agencics. The total amount approved was $5.502,000. The United Stmes and the
Sinte reported $48.676 and $262.202, respectively. of interest camed on available balances in NRDAKR and the Sentlernem
Trust since the previous disbursement.  As a resuli, $5,191,122 was withdrawn from the Joint Trust Account for
dishursement to the United States and State. In addition, on January 12, 1996, the Council spproved $ 150,000 in additional
funding for habitat protection and scquisition support sctivitics | project #96126),

Kodlink National Wildlife Refuge - Koning

On Pecember 2, 1994, the Counci] approved the purchase of the surface estate in fee simple of approximately. 39,700 seres of
lond within the boondaries:of the Kodink National Wildlife Refuge (Refuge) and conveyance of a seven-venr conservation
easement on an additional approximately 56,000 acres of land within the Refuge. The purchase closed subsequent to year-
and, The land was acquired by the United States Depirtioent of Interior, Fish and Wildlife Service. The total amount paid fs
to be $28,500,000, including $21,300,000 from the Juint Trust Account, and $7.000,000 from separate federal funds. The
amounis o be puid from the Joim Trust Account are as follows with no interest nocruing on the unpald wmounts

At closing (fiscal 1996) $  E000,000
September 30, 1996 4,500,000
September 30, 1997 4.500.000
September 30, 1998 ——4.300.000

5__ 21,500,000

On November 21, 1995, the Court approved the Couneil's request to withdmw S8 000,000 from the Joint Trust Account for the
down payment and first instaliment refating to the nequidition of land ot Kodiok Notional Wildlife Refuge e describved
nbovi.

Sieal Bay, Alaska Land Acquisition

On November 2, 1995, the Court approved the Council's request to withdraw $3,294,667 from the Joint Trust Account for the
second instaliment relating to the acquisition of land st Seal Bay, Alaska as described in Note 9. Of this amount, $378.000
was for sccrued interest, and $2.016 667 wae for principal.
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