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INBEPENDEKT ACDITORS' REPORT 

hlembers, E.xuon C'uidez Oil Spill Trustee Council, 
'hchorage, Alaska: 

We have audited the financial statements of the Emon Vuldez Oil Spill Trustee Council Trust Funds, Oil 
Spill Investment Fund and Oil Spill Settlement Fund as of and for the years ended June 30, 2006 and 1005, 
and the Natural Resource Damage Assessment and Restoration Fund ( m A & R )  as of and for the years 
ended September 30, 2006 and 2005 as listed in the accompanying table of contents. These financial 
statements are the responsibility of the Exxon Vuldez Oil Spill Trustee Council's management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
.America md the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. 'Those standards require that we plan and perform 
the audits to obtain reasonable assurance about whether the financial statements are Eree of material 
misstatement. -\in audlt includes examining, on a test basis, evidence supporting the amounis and 
ciisclostlres 1s: the financial statements. .An .iudit also includes assessmg the accounting princ~ples used and 
s~gnificant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 

As discussed in Note 2, the frnanc~al presentation for the State of Alaska, Emon Va2dez 011 Sptll Investment 
Fund (Investment Fund) is of thc: Investment Fund only and is not intended to present the financial posit~on 
of the State of Xkska or any of ~ t s  con~ponent units and the results of their operairons. 

As discussed m Note 2, the tjnanclaf. presentatton for the U S. Department of the Interior, Fish and Wildlife 
Servlcs. Satural Resources Damage Assessment and RestoraQon Fund (hRDA&R) IS of the amounts 
related to the Exxon b'uiddz Oil Spill Trustee Councll only and is not intended to present the firranclal 
positron of NRDA&R or the li S. Department of Interlor Fish and WlIdhfe Sen~ce  and the results of rhe~r 
operation&, In confomlty with generally accepted accounting principles of the Umted States 

'4s discussed in Mote 2, the finane~al presentation for the State of Alaska, Ex-ron Cirldez 011 Spill Settlement 
Trust (Settlement Trust) 1s of the Settlement Trust only arid is not intended to present the financial posltton 
of  the ?tare of ,tlaska or any of its tclmpvnent unlts and the results of then cpcrat~ons 

A s  dixius~cd I:I 5i3tc 2 ,  tl~c financial stLieemenrs fbr. XRI)A&R are pprcpareit OK the: cash basis af acccuntixg, 
".,b. , * ,  -z,iicil rs a ii.mpretensi\c h i s  of ac;oiirrsirig 0 t h -  ~ha:i g~ne~;iiiy d~ccpted :1\~~ciilil{ing p~,irriipies i): :hi: 
linitcd Stares. 

in 13ur opinion, the financial sta:imsnts nkrreti ti, ;rbovc present fairly. in iili n~aierial re";pects. the cash 
' , b;iranzcs of NrSDr2&R m of 5cpreiriber 30- 2605 dad 20ti5 iind iiie rc\i:ii-~s r i f  operations for ~ h c  y u r s  ihvn 
n.-ie3 -.I: [kc: '..:>;;is !jf ~ ~ ~ u ~ , u n i i n g  . - - -  zicscrbcd in " i~re  1 it): :\l.I14AtzR anti :he LI1:anii:i; p i~t t i (w ;f :he 



Imestment Fund drld Settlement rrust as of June 30, 2006 and 2005, and tile results of thclr uperatnons for 
the years ended June 30, 2006 ~ n d  2005, in confom~ity wllh generally d~icpted accounttng pr~nclples of the 
Gaited States for the in\-estnlent Fund and Settlement I rust 

In accordance with Gotc~rnnt~~nr A~lJrting St~t~~cfl~rif~, fie have dso tssued our reports dated Frb 2, ZOO", on 
our ennslderation of the E<~ron Iiuldez 011 Sp~ll rrustee Councll, -Trust Funds\nternal control oter 
financ~al repctitmg and our tests of their co~npllance ~vi th  certain probrslons of laws, regularlons ilnd 
contracts. 

February 2,2007 
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E-LYOX C'.iLLfEZ 01Z SPILL TRLS? EE COC'TtCIL 

LNlTEf) ST..\, FES DEPAKFMEhT OF FIIE ISTERIOR. 
FISH ASD WII,DtlFE SERVICE 

NATUML RESOURCES DAXlrtCiF ASSESS%IE;NT 
RESTOR,% I ION FUND 

STA TkhIENTS OF ASSETS, LIABILITIES AND TRUST FLI?:D 
BALANCE ARISING FROM CASH m4NSACTION'S 

Sepieinber 30,2006 and 1005 

ASSETS: 

Cash and Investnlents 

Total Assets 

LIABILITIES AND FUND BALANCE: 

Trust Fund Balance $ 160,87 1 0; 1,898,521 

Total Liabilities and Trust Fund Balance $ 160,571 $ 1,898,521 



Receipts: 

L ~ I T E D  s r K r E s  DEPARTXIE'NT OF THE INTEIZIOR, 
FISH AND WIL,DLIFE SERVICE 

?;ATLUL RESOURCES DAhfAGE XSSESSkfEhT 
AXD KESTO&\TION FUND 

STATEXIEKTS OF aCEIPTS,  DISBURSEhlEKTS AhD 
GHMGES IN TRUST FL'ND BALANCE 

For the FiscaI Years Ended September 30,2006 'and 3005 

Contributions: 
Exxon VnZdez Oil Spill Investment Fund 

Unobligated Balances Returned to NRDA&R: 
U.S. Department of Interior: 

United States Geological Survey 

Investment Income 

Total Receipts 

Disbursements: 
U.S. Department of Interior: 

Bureau of Land Managenlent 
Fish and Wildlife Service 
United States Geological Survey 
Office of the Secretary 

U.S. Department of Agriculture, United States 
Forest Service 

U.S. Depafiment of Commerce, National Oceanic 
and Atmospheric 'Zdministration 

Total Disbursements 

Deficiency of Receipts Over Disbursements 

Trust Fund Balance, Beginning of Year 

Trust Fund Balance, End of Year 



iidYzk=O'l' I :iLDEL OIL SPILL TRUSTEE COUNCIL 

S fr2 i-E OF ,'iL,tSKh - EaYXOIV i:-ILCIEZ OIL SPILL SETTLEXIEXT 1 RUST 
[A spezral Rer cnue Fund of the State of .\laska) 

BALASCE SHEETS 
June 30.2006 and 1035 

ASSETS: 

Cash and investmzrlts 
Accounts receitable 
Secunties lending collateral 

Total Assets 

LIABILITIES AND F L W  BALAXCES: 

Liabilities: 
Accounts payable 
Obligations under securities lending 
Due to State of Alaska General Fund 

Total Liabilities 

Fund Balances: 
Resewed for Encumbrances 
Unrc2served 

Total Fund Balance 

Total Liabilities and Fund Balance 



Revenues: 

E,:KYOdV C:lLDEZ OIL SPIl i- TRC'S 1 EE COChCIL 

STATE OF r l L A S U  - ExYQ.Y t:-tLCtEZ 011. SPILL SETTLERIEhT I RUST 
(A Specla1 Revenue Fund of the State of Alaska) 

ST.2TFMEXTS OF REVENGES, EXPESDITCRES AKD 
CHANCES Ih FUKD BALASCE 

For the Year Ertded June 30.2006 and June 30,1005 

Contributions - State of Alaska 
Exxon F'ddez Investment Fund 

Interest and Investment income 
Federal grants in aid 

Total Revenues 

Expenditures: 

Current Operating: 
Natural Resources Damage Assessment 

and Restoration Projects - Alaska 
Department of Fish and Game 
Department of Natural Resources 
Department of Environmental Conservation 
Department of Revenue 
Department of I aw 

Total Current Operatmg Expendttures 

Capital Expenditures: 
Research Infrastr~icture Improvements - Alaska 

Department of Fish & Game 
Department of Environmental Conservation 
Department of Natural Resources 

Idand Aequisttions - Alaska 
Department of Natural Resources 

Total Capital Expenditures 

I otal Expenditures 

Excess (Deficiency) of Revenues Over Expendihres 

Fund Balance, Beginning of Year 

Fund Balance. End o f  k-car 



h0I 'f .S TO 1 KLST FG'hDS FIY,~SCI.ZI S TX I FMEh TS 

Fibcal Year Ended June 30,2006 and 2005 (State Funds) 
Fiscal Years Ended September 31),20tSh and ZCii35 (NRDAkR) 

1. E Z U f Y  f.: ILDEZ OIL SPILL TRUSTEE COUNCII, 

Formation of the E~.xon lirtihz Oil Spit1 Trustee Counctl 
The United States of h e n c a  (United States) and the State of IZIaska (State) entered into a Xlemorandum of 

Agreen~ent and Consent Decree (MOA) on August 28. 1991. The MOA was made to xnaximize the 
funds available for restoration of natural resources and to resohe the govements' claxms against one 
another reldting to the T/V E,aon VaIclm Oil Spill (011 Spill), which occurred on the night of March 23- 
24, 1989 m Pnnce Urilliam Sound, Alaska. Upon enter~ng Into the MOA, the United States and the 
State believed that the terns of the MOA were: in the publ~c interest and would best entable them to 
fulfill their duties as trustees to assess injuries and to restore, replace, rehabilitate, enhance, or aequlre 
the equivalent of the natural resources injured, lost, or destroyed as a result of the Oil Spill. 

Pursuant to the MOA and federal laws, the United States and State act as co-trustees in the collection and 
joint use of all natural resource damage recoveries for the benefit of natural resources injured, lost or 
destroyed as a result of the Oil Spill. To manage the co-trustee relationship, the Enon  t.irldez Oil Spill 
Trustee Council (Council) was fornled. 

E,xxon Vuldez Oil Spill Trustee Council Structure 
The Council consists of six trustees, three trustees represent the United States and three trustees represent 

the State. The United States' trustees are the Secretaries of the United States Departments of Interior 
and Agriculture and the Administrator of the National Oceanic and Atmospheric Administration (a 
bureau of the United States Department of Commerce). The Stateqs trustees consist of the 
Cummlssloners of the Crate Departments of Environmental Conserkation and Fish and Game, and the 
Attorney (ieneral of the State of Alaska. The MOA allotvs the Prestdent of the United States or the 
Governor of the State of Alaska to transfer trustee status from one official to another official of their 
respective governments. 

Ail decisions of the Council must be made by the unanimous agreement of the trustees. If the trustees 
cannot reach unanimous consent, either the United States or the State may resort to litigation in the 
United States District Court for the District of Alaska (Court). 

Restorat~on Office 
'The Council has established a Restoratron Office, which 1s responsible Ibr the coordination and supervis~on 

of the activ~ties of the Council. The Restoration Office is managed by an Executive Dlrector uho 
reports dtrectly to the Council. Since the Council exists through the MOA, it and the Rcstoratron Office 
operate ~ri thm the framework of the l'rustee Agencies. Durrng fiscal 2006 and 2005, most admmistrative 
hnctions of the Restoration Office were conducted through the Alaska State Depnrtrnents of Fish and 
Game. 

The Restoration Officc de\elcps an 'tnnual budget, which, iipon approval by the Councti, sets forth ifis 
'mtiiipated expend-ihirei of thc Kestoratzun Office. The C'ouriili makes xi linnudl ccntriblit~on to rile 
State agencleb cLpsl tc :::r budget Liir rhz Restirrar~crn Off i~c .  The z~nir:buirans are m d e  ;&sang rhr: 

Jisbur~i"zler,t~ pri).,i-idilrc\ Cli,~~sseci in tote  6 

7cmination of [Erd b ton 1 l i / i l t ' ~  011 SDIJ?. Tmitec: COUIICII 
I hc ?vliJ,II .;hail terntinate \+hen the t n ~ t e i i  States and the Sure Lrrtrfij ttb the C ciurt, or ahen rl:e tt,iirt 

dclc"l;'IIii;~"s Oll  dpplici~f:ci;i by ~llk;i. gOvcmmC!i?t, ",h~it .id a~fli:i :d\ ~0nte : r ;p i~ t l~~d u ~ / L ! c ~  [he 4 b d ~ l i  

h,"it~ :~.rnp!~itci 



hOTES 7 0 TRCS i- FL "ID5 fib AhClAL S r A T F \ I E t  T S 

Ctate of Alaska, E.~xon CiriJi?: 0 1 1  Spill i ~ g s t m e n t  F~ind 
, is  requested bq the Council and ordered b3 the Court. the Council deposited all undisbursed balances Into 

the State of Aiasha Exxon Cuider Incest~nent Fund (Inbescrnent Fund) established by the Alaska 
Department of Revenue. Division of' Treasury. The transkr occurred October 5, 3000. The total 
amount deposited in the Inbestment Fund was Sl34,696,900. As further discussed in hote 5, arnounts 
paid by Exvon Corporation after October 5,1000 are made directly to the Lnited States and the State for 
reimbursement of certain costs incurred by them in connection with the Oil Spill. In accordance vvith the 
MOA, public law 106-1 13, and as ordered by the presiding Court pending disburselnents to the Federal 
and State tmst funds, money that is not directly paid to the Lnited States and the State is placed in this 
interest bearing Investment Fund. 

The Investment Fund is an agency fund uithin the State. Agency funds are custodial in nature (i.e. assets 
equal liabilities) and do not measure the results of operations. The State of Alaska adopted 
Governmental Accounting Standards Board Statement No. 34, h ~ ~ s i c  jinrrnciill statements - and 
2.ianuge.ment Discussion cmd ifnut'ysis jor State and Locul Govmments (GASB 3J), in fiscal 2002, 
effective July 1, 1000. CASE 33 establishes financial reporting standards for all state and local 
governments and related entities. For the Investment Fund presentation in these tinancial statements, 
GASB 34 does not apply. Accordingly, Management Discussion and Analysis and Required 
Supplemental infomation are not presented for this hnd. 

Upon unanimous approval of the Trustee Council, funds are disbursed to the United States NRDA&R Fund 
and the State Settlement Trust to be expended by the Trustee Agencies in accordance with the Council's 
uishes. The accompanying financial mtements for the Investment Fund reflect the intent of the 
disbi~rsements as to natural resource damage 'tssessment and restoratiitn, or the acquisition of land or 
research infrastructure ttnprobements to turther protect the natural resources. The financial staternents 
also reflect the fiscal year that the disbursements are to be expended b j  the Trustee Agencies. 

rhe financial presentation for the Investment Fund is of the Investment Fund only and is not intended to 
present the tinancial position of the State of,llaska or any of its cornponent units and the results of their 
operations. 

L,.S Department crfthe Interior, Natural Resources Datnage Assessment and Restoration Fund 
C)isbursements uhich are made ti-om the Intestinent Fund to the United States are depos~ted in thc I J  S 

Deparltnent of the Interior, Fish and Wildlife Ser~ice. Cati~ral Resources Ilatnage Assessment and 
Restoration Fund (?tRD,l&R). ".IRDi\&R ttas established pursuant to Public L,a% 102-154, dnd 15 

administered 53 the U.S Departtnent of Interior, Fish and tl ildlife Serb ice. It is a trust fund trhich uas  
established to hold natural relources darnage assessment and restoration smlernent proceeds of the 
United States Cotemment. Public Law 120-329 requires that federal proceeds from the Xgreetnent and 
Consent Decree (see additional discussion in Note I j  be deposited in ItRDt?I&R, and that all interest 
earned on these proceeds be ava~lakle to the Federal Frustees for necessarj expenses for assessment and 
restoration of areas affected by the 011 Spill. Public Lau 120-229 also calfs for amounts in hRDA&R 
io be rntested by the U.S. Secretary of the rrensurj in interest bearing obiigatioris ofthe Lnited Stares 

Disbiis's~"menis 5011; t R D r l & R  dre rnltde purs~lant to the dire,tii ni ~ j r  trte Ciluncil ,ifid J% nu:~f;ed w she 
Coufl Zr  the Begin~rng of each fisczl jear, ?hc &y?&i~rrlen; a i l '  latcrior, 1 ish dnil hi:dirfc %rr\ice 
~vmrrnuni~atzs tvi:h each iifihe i niaed $;aces Truster: lgeneics to deten~~iile :he timing ol: disbt:ncmenrs 
from tRDA&R to rdch Federiil Frusree .Sgency ln\esttneiits lire pf.frcha3rd in orJer to earn tnrerest on 
'I " U v a ; i d l _ l i ~  bdlnacci t t i i h ~ n  %RDPl&R, i l i ih dxdciiedi 111~tu1-15 Jaiies ~oiilciilrrir W , I ~  1116 -~heduI~"d  d ~ i e  
of drbbaiisem~nt 



2. SL'3tMARY O F  SICbIFICAVT ACC0C"UTINC; POLICIES (Continued) 

L S Depanme~lr of the Interior, "uatural Resources Damage ;i:si;eci~nent and Resroratiun Fund (Continued] 
The financial presentation for hRDA&R is ofthe amounts related ro the Counctt on11 and is not intended to 

present the tinancia1 position of ?IKDA&R or the Department of Interior, Fish and Wildlife Service and 
the results oftheir operations. 

State of Alaska, E.r.ron Ck/~iez Oil Suill Settlement Trust 
Disbursements which are rnade &om the Investrnent Fund to the State are deposited in the State of Alaska. 

Ex-yon Citldez Oil Spill SeLtlement Trust (Settlement Trust). fhe Settlement Trust is established 
pursuant to AS 37.14.400. Pursuant to State law, a state agency tnay not expend money from the 
Settlement Trust unless the expenditure is in accordance with an appropriation made by la&. 
Expenditures of funds are made upon properiy approved requests for payment. The total of 
expznditures and encumbrances (obligations) may not exceed the appropriations to which they pertain. 

The Settlement Trust is a special revenue fund of the State. Special revenue funds are used to account for 
the proceeds of specific rekenue sources that are legally restricted to expenditure for specified purposes. 
The State of Alaska adopted Governmental Accounting Standards Board Statement No. 34, Basic 
Finuncial Statements - irnd hfun~~q~rnunt  Discussion t-tnd Analy~is for State and Local Govuminenrs 
(GASB 341, in fiscal 2002, effective July 1 ,  2000. GASB 34 establishes financial reporting standards 
for all state and local governments and related entities. For the Settlement T m t  presentation in these 
financial statements, GASB 34 does not apply. Accordingly, Management Discussion and Analysis and 
Required Supplemental Information are not presented for this fund. 

Upon approval by the Council, State Trustee Agencies make expenditures directly against the Settlement 
r rust. 

The financial prescr~~ij t io~~ for the Settlernenr Trust is of the Settlement rrust only and is not intended to 
presenr the financial position of the Stare of Alaska or an) of tts component units and the results oftheir 
operations. 

Basis of ziccounting 
Basis of accounting refers to when revenue\. expenditures and the related assets and liabilities are recorded 

in the dccounts and financial statements. Speciticaliy, it relates to the timing of the tinancial 
lneasurernents inade, regardless of the measurement focus applied. 

The basis of accounting used by the Investment Fund, NRDA&R, and Settlement Trust are as folloc\s: 

Inkvstment Fund Agency funds are used to report resources held by the \tate purely In a cuitodial - 
ccrpacity (assets equal liabilit~es). The financial statements oithe In%estment Fund are accounted h r  
using a current tinancia1 resources measurement focus on the accrual basis. 

\RDiI&R - The financial statements of NRDs4&R are prepared on a a s h  basis of accounting. X s  such, 
rekenues are recognlzeri wlien receil-ed, and disbursetnents are recognired kchen paid. 

Cctticrnmt Fm - I he financial statctnents of tile Sstliernent Fund are accounted for using a ~urrcnt 
financial rswarcei medsanment focus on the [nodrfied accmai hsrs Tire Sc.nie::?ent Funa 
I ~ C J ~ I I I L ~ S  rcvel;tleb ithen ine wxrrec: IS iricd51ir;lkit" and dkanidble, and ~r~tecdec: for rhr ri.;tai >ct: 
l\zi~lrrbrr rrzrdn, cijiiuce:b~e i t i th~t :  the clirreflt period <>r >don rncugh tfierrsttrr to bc ii\cd ro pdq 

Ir~biiitles uithe currcirs: period. itsbets are recorded when mci;sunible dnd due 

lixpc-ndiiures are recorded when the related Iiabiiity is incurred. tncumbrance accounting. under which 
purchase ijidt.rs and contracts for rhc experidtcuri. of rn i i r re~~s are recorded in order EO reserve rha; 
portion of  rhc rrppidcabie ~ppropriat i~n,  is d:iipIi)>eZl 115 ;in ~ X ~ Z P I S ~ O ~ T  of the i";im:al budgcrarj 
;-- i ~ ~ l ~ ; .  "i~r-ri us,i ) ,  P 3f the C;u;::elx;al irus?,, f{gcli:&rcii~ics.ri iiu\srancin.j i.c~r-cr;d 2~s: rcpoI~& :ib .> 
rchr:tari;..:s of &!lci bs[:~pi.r. sin<2 ti;<:/ ti; ~or,~l?[i i t l :  ~i;p&j;iire: i&iii&$. 



EIYkii)\; t:il,DEZ OIL SPILL 7KL;S'TFE COGNGIi. 

2. SC3flIAKY OF SIGSIFIC.INT ICCOLNTIXG PO1,ICIES (Continued) 

Basis of Accounting (Continued) 

Settlement Tntst {Continued) 
Until June 30, 1997. ~nterest and investment income was allocated to the Settlement Trust as agreed to 

under a Memorandum of Understanding (XiIOU) by and between the State Depaaments of Recenue 
and Admin~suation effective July 1, 1993. Gnder the MOU, interest %as credited dally to the 
Settlement Trust by detemining the Settlement Trust's dally cash balance and applying the current 
weekly 180-day Treasury Bill Rates based on the Treasury Bill auctions. Effective July 1, 1997, a 
new &IOU, dated November 26. 1997. superseded the original MOLJ and modified the method of 
determining interest income earned by the Settlement Trust. Under the new method, interest income 
is allocated daily based on actual earnings of the cash management pool of which the Settlement 
Trust is a part. 

Statement Presentation 
Separate balance sheets and statements of receipts and disbursements or revenues and expenditures are 

presented for each of the Investment Fund, NRDA&R, and the Settlement Trust. This is due to the fact 
that ownership of the Trust Funds rests separately with each of the U.S. Department of Interior, Fish and 
Wildlife Service and the State of Alaska, and the different bases of accounting used by the Trust Funds. 

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

Settlement Trust subsequent to June 30, 2006 and 2005, but which relate to fiscal 2006 and 2005 
restoration activities. 

Deferred Revenues in the Settlement Trust financial statements include amounts received or receivable .tt 
June 30,2006 and 2005, which are to be expended by the State during the following fiscal year. 

3. CASH AND INVESTMENTS 

Gash and investments for the Intestment Fund, and the Settlement Trust as of June 30, 2006 and for 
NFU9A&R as of September 30,2006 are as follows: 

Settlement Trust - The Council invests Settlement Trust Funds m the State's internally managed General 
Fund and Other Non Segregated Investments Pool (GeFONSI). GeFONSI consists of investments in the 
State's internally managed Short-term and Intermediate-tern Fixed Income Pools. Actual investing 1s 
performed by investment officers in the State's Department of Revenue, Treasury Dicision. A complete 
description of the investment policy for each pool is included in the D e p m e n t  of Rewnue, Treasury 
Division, Policies and Procedures, amilable from the Departmmt of Revenue. 

Investment Fund - The State maintains the Investnlent Fund as part of several investment pools incIud1ng 
the Short-term Fixed Income Pool, the Broad Market Fixed Income Pool, and the non-retirement 
Domestlc and 1ntemat:mal Equity Pocls. The lion-ret~remctnt Domestic and International Equity Pools 
are open-ended mutual fund-like pcols, and are therefore nct ca";z&of~zcd with reyard w credrt rrik 
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hO1 ES TO TRCS r FUNDS FIXANCIAL STAPEXfEN'I S 

Int estment Fund (Gontmued) 
By law, a11 Jeposlts and intestmentf relatmg to the In%esmeat Fund are under tlie control of the 

Ccmisstoner of the State Depament of Revenue. The State's cash is tntested pursuant to State iaus 
which mandate that intestments shall be made u ~ t h  the judgtnent and care rserclsed by an tnstttutional 
~nvestor of ordinm professional prudence, discretion and inte1Iige1it.e. Assets m the pools are reported 
at fair talue in accordance with Govemental Accounting SQndards Board (GASB) Statement No. 3 I .  
Intestment purchases and sales are recorded on a trade-date basis. Securities are valued each bus~ness 
day using prices obtained from a pricmg senice \then such pnces are avaliable; od~erwise, such 
securities are valued at the mid-pomt behveen the bld and asked price or at prices for securities of 
comparable maturity, quality and type. 

The accrual basis of accounting is used for investment income and investment income is distributed to pool 
participants monthly if prescribed by statute or if appropriated by state legislature. 

The Settlement Trust's and Investment Fund's share of pool investments was as follows at June 30 (in 
thousands): 

investment 
Fund 

2006 
Settlement 

Type of Investment Pool T w t  Total 
__j 

Fund Tmst Total 

% 8 $ 2,536 $ 2,544 

2,255 2,255 

68,445 68,445 

75,865 75,865 

34,832 34,832 

Short-Term Fixed Income Pool 

Intemd~ate-Tern Fixed Income Pool 

Broad Market Fixed lnvoine Pool 

Non-rcllrement Domestic Equ~ty Pool 

SOA Intcrnatlonal Equity Pool 

bloney market 

Total invested assets 

Deposits and investments by type of investment for each pool are as follows (in thousands): 

June SO, ?ti06 

Sbrt-tcnn tntmncdrate- Bread tlnrkut 
Fixed Income tenn Fixed Fired fnco~ne 

Pool I n c a n ~ e  Pocl Pool Otiler Total 

$ 1'7 5 - P; - 5 - S 17 

Investmn2nt f ~ p e  

Oven~ight Sweep Acciiunt (LMCS) 

Sitort-:cim Investinznt Fund 

Money 51vfnrker 

Cominerciai P a p i  

f .S. ireasurj Notes 
I. S .  Tredsiiq Bond\ 

C S. Cio-~cnlr,i.nt Ageniy 

I)ixr*unt Notcs 

L.S Governrne~tt Agzn,y 

?~fvfor,g~~gc-batLcd 

t : t k r  4%.et-b:l*,ka?i 

< t;rp~rz:c !3t-;~ds ., . x a::ices. 

11:;' &.nm:,.rr 

I , rp>r.:te 

ij,,,,,'.iic i cut :  iy 

l~~~emat t~orn f  i '+'if:. 
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3. CASH I-l?iD I3Vlr;STJlENTS (Contintled) 

fnt estrllent Fund ( Cont~nued f 

itmne ?f  "055 
Br,i id Maricr 
I aea I n ~ a m  

Pen1 

bi crnigilt S w e q  A c ~ o ~ n r  I LMC 5) 

Con;mcriial Paper 

1 S fwasury Biiis 

1 S 'I rcasury l o t r s  

1, S Treasury Bonds 

L S fteasury Slrrps 

L S Govemnrnnt Adcnc) 

D~scount hote5 

L S Government Age:mc> 

Mongage-backed 

Other Asset-backed 

Corporate Bonds 

Yankees 

Govermnent 

Corporate 

Doinestlc Equity- Indexed 

lntcnattondl kqutty 

rota1 Invested &sets 

Pool related net asset2 (Iiabthtles) 

k t  Invested before elrnings 
datnbutlon to pdrticpanrs 

Interest Rate Risk 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment. 

Short-term Fixed Income Pool 
As a means of limiting IB exposure to fair value losses arising from increasing interest rates, Treasury's 

investment policy limits Individual fixed rate securities to fourteen months in maturity or fourteen 
months expected average life. Floating rate securrties are limited to three years in maturity or three 
years expected average life. Treasury utilizes the actual maturity date for comercia1 paper and ttvelve 
month prepay speeds for other securities. At June 30, 3006 and 2005, the expected aperage fife of 
indipidual fixed rate securities ranged from one day to ten months and the expected average lik of 
floating rate securities ranged from less than one year to thrce years. 

Intcmediate-tern and Broad klarket Flxed Income Pools 
TI-lllough its m\estment poticq. Treasury manages its exposure to fair value losses arislng from Increasmg 

interest rates by irmiting the rffecute duratnoa of rts Intemediatc-ii:m FIX& Income Pool to = 20% of 
the Lzhmdn Brother., .2ggrcgare Bond Index and ihe 2-2emli I >rich 1-5 year Gor tn;mcmr Bond Ifidex fcr 
the >car% cndri: Jane 36 2OGh and 2Cfi5. rcsptst~%c.ly. i he e t i - ~ t t i c ~  duraiicn &r the Lrllm:ari Brerhcr.; 
1,grcyate Bjna 1zcIc.x 30 IC6n t*ii\ 3 8 :,car> r h ~  e i - f e ~ t i ~ c  cltip;ii;iir: tor "iilt. "ilrrrtll I iiabh i -5 

year C;o:ernn~ent Pc nd indei :it ;line 3'3. 2rii)5 uus 3.3 i jeers. 
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3. CASH AIID ISVESTMEXTS (Continued) 

Intermediate-term and Britad Market Elxed Income Pools (Contmuedl 
The effectitc dttrarion by lniestment type was as fitllows at June 30: 

Effective Duration (in vearsi * ,  

1806 2005 
Intermediate Broad Market Intemediate Broad Market 

6.S. Treasur?, Notes 
U.S. Treasury Bonds 
U.S. Treasury Strips 
U. S. Goverment Agency 
Mortgage-backed 
Other Asset-backed 
Corporate Bonds 
Yankees-Go\ernment 
Yankees-Corporate 

Term Fixed 
Income Pool 

2.01 

2.36 
2.79 
1.06 
2.65 

4.17 

Fixed Income 
Pool 
3.13 
9.14 

4.25 
3.75 
0.09 
4.99 
8.83 
6.34 

Term Fixed 
Income Pool 

2.26 

0.086 
3.01 
2.01 
0.84 
2.60 

3.09 

Fixed Income 
Pool 
3.91 
10.39 
15.97 
7.00 
2.41 
1.31 
5.39 
6.50 
9.86 

Pool Effective Duration 2.16 3.96 2.10 4.10 

Duration is a measure of interest rate risk. It measures a security's sensitivity to a 100-basis point change in 
interest rates. The charation of a pool is the average fair value weighted duration of each security in the 
pool taking into account all reiated cash fiows. 

Treasury uses mdustry-staa~jard analytical software developed by The Yield Book Inc. to calculate effective 
duration. The sofmare takes into account various possible htirture interest rates, historical and estimated 
prepayment rates, cail options and other variable cash flows for purposes of the effective duration 
calculation 

Credit Risk 
Credit risk is the risk that an issuer or other counter party to an investment 1,+11l not fiilfill its obligations. 

Treasury's investmmt policy has the foilowing limitations with regard to credit risk: 

With the exception of the sweep account, Short-term Fixed Income Pool Investments are limited to 
tnstmments with a long-tern credit rating of at least A3 or equltaient and instmments with a 3hort-tern 
credlt rat~ng of at least A1 or cqui\alent. For becuntles wlth long-term credit raelngs, they may be 
pwhascd if the median rdtlng of Standard & Poor's Corporatron, Moody's and Fttch 1s A3 or 
equivalent Asset-backed and non-agency mortgage secunrirs nlay be purchased if only rated by one of 
the ratlng agencies mentioned above d they are rated ILW. Unexpected daily cash surpluses th- at anse 
In tb~s pool are in.tested o~ernrght m the casindmn"s repurcI~ase agreement sweep account Tnasary 
J6e.l mt 1-me a policy to llrnlr credit nsk n\sccii-ttcd wrlh the -\.i+~c.p ;iccount 

i s i i ~ d  dldrker k:rcd Income Pool inicstmcne~ are i~mirra to 3rbur,ti<$ vi th  3 ,tong-term l"red:i razing ~t 
i;dst BBB3 or cyuitd~ent  dild iecur~tlz.i useh d short-term credit rating of ~t ie,i>"r21 or eijur\tlien~ bor 
rzciirltiijs wrrh lung-tern :redti ratmas, they miry be purchnscd ;f rhc ined~ar; r;i:ng of Standard si Pclor-\ 
C:~rpararron, CZ;iady'\ and Fr:ch IS mi33 or equt\:tlt"ni. .brct-backed 2nd ;ion-~igency mortgage 
\li;iari;i_)\ IIUV kc i?l-ar~n~?l)eC? if*)niy rated k~ ~ i l ~  :>I r I x  raring d ii;l:~~rr - *rrmtloncd abase xt thcv are riirzd 
i\ 
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3, CASH A?& It\'ESTkIE?tTS (Continued) 

Credit Risk (Continued] 
Treasury has no policy r i i l t h  regard to credit nsk for the money market balance held m the Intemat~onal 

Equlty Pool. 

The State" internally mmaged Pools consisted of inbtestments with credit quality ratings ~ssued by 
nationally recognized statistical rating organizations as fuHows (using Standard and Poor's Corporation 
rating scale) at June 30: 

2006 
Intermediate- Broad Market 

Short-term Fixed term Fixed Fixed Income 
Inkestment Type F.atingl Income Pool Income Pool Pool 

Overnight Sueep Account Not Rated 0.17% 
Short-term Investment Account Not Rated 4.19% 
Commercial Paper A 8.60% 
U.S. Gobernment Agency 

Discount Notes Not Rated 1.79% 
V.S. Government Agency Not Rated 18.84% 12.39% 
Mortgage-backed AAA 10.48% 44.12% 
Mortgage-backed (Agency) Not Rated 7.40% 0.69% 8.68% 
Other Asset-backed A M  48.17% 1.67% 2.05% 
Other Asset-backed A 3.28OA 0.85% 
Corporate Bonds AAA 2.02% 5.78% 2.01% 
Corporate Bonds AA 15.32% 3.20% 4.01% 
Co~porate Bonds A 9.27% 4.42% 10.91% 
Corporate Bonds BBB 3.17% 8.89% 
Yankees - Corporate A M  0.24% 0.36% 
Yankees - Corporate ,4A 0.91% 0.22% 
Yankees - Corporate A 0.18% 0.13% 0.63'"/0 
Yankees - Corporate BBB 0.48% 
Yankees - Go~ernmenr AAA 0.33% 
Yankees - Government BBB 0.30'?'0 
No Credit Exposure 0.39% 50.53% 2.83% 

100% 100% 100% 

'Rating lnod~fiers are not disclosed. 



3. C.\SII AIlD IhVESTtTEhTS (Continued) 

Credit Rtsk iContinucd1 
2005 

Intermediate- Broad Market 

Inx~esbncnt Type 
Comercia1 Paper 
U.S. Govement Agencq 

Diseount Notes 
U.S. Govement Agency 
b-lortgage-backed 
Mortgage-backed (Agency) 
Other Asset-backed 
Other Asset-backed 
Corporate Bonds 
Corporate Bonds 
Corporate Bonds 
Corporate Bonds 
Yankees - Corporate 
No Credit Exposure 

Not Rated 
Not Rated 

AAA 
Not Rated 

* a 4  
A 

A M S  

*ru\ 

'4 
BBB 

A 

Shon-tern Fixed term Fixed 
Incolne Pool 

Fixed Income 
Pool 

I Rating modifiers are not disclosed. 

4t June 30, 2006 and 2005, the securities lending collateral was invested in a registered 2(a)-7 money 
rnarket fund that was riot rated. 

Concentration of Credit Risk 
Treasury's policy with regard to concentration of credit risk is to prohibit the purchase of more than five 

percent of a pool's holdings in corporate bonds of any one company or affiliated group. At June 30. the 
Corporation's had more than five percent of their investments in Federal Home Loan Mortgage 
Corporation and Federal National Mortgage Association as follows: 

2006 200 5 
Percent of Percent of 

Total Total 
Fair Value Investments Fair Value tnwstments 

Federal tinme Loan Morrlgdge Corporation $ ",620,749 47'0 1 1,1112,137 -I"/o 

Fedma! ZIat~ondl Vlortgnge Assoclat~on 17,'43,564 996 1,3 17.984 9% 

Policv 
A 

i \c r~al  
I-; VOS Reuci~rcb :rt.~cr;:inent Fund 1 z St!4 1 8 .o()yo 
[iY()"i:%L:ibj;::ir ! r~y<s:~ent  p;cci 1 9  ~33  ;/ 

i : . / a  0 

( )S  Knrr iay  Ifi\~.;rmo~il Fiind :- . . 314 /.i 
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Foreign Currencv R~sk [Conrm~tcd) 
During fiscal year 7005 rhe poilcy was l'% pius or minus 5% with an act~ai  foreign hold~ng of i9.44°0. 

Securities Lending 
Alaska Statute 37.10.0'71 authorizes the Comissloner of Revenue to lend assets, under an agreement and 

for a fee, agatnst deposited collateral of equixalent falr value, The Citmissroner entered into an 
agreenlent with State Street Corporation (the Bank) to lend secur~tlcs m the Short-term and 
Intem~ediate-term Fixed Income Pools. The Bank, acting as the Commissioner's agent under the 
agreement, transfers securities to broker agents or other entrtles for collateral m the form of cash or 
secunties and simultaneously agrees to return the collateral for the same securities m the future. 

At June 30, 2006 and 2005, the fair value of securities on loan allocable to the Settlement Trust totaled 
5917,117 and $40,966, respectively. 

There is no limit to the amount that can be loaned and the Commissioner is able to sell securities on loan. 
Loans are collateralized at not less than 102 percent of their fair value. Loaned securities and collateral 
is marked to market daily and collateral is received or delivered the following day to maintain collateral 
levels. 

Cash collateral is invested in a registered 2(a)-7 money market fund. Maturities of investments in the 
money market h d  generally do not match the maturities of the loaned securities because the lending 
agreements are terminable at will. Collateral securities may be pledged or sold upon borrower default. 
Since the Commissioner does not have the ability to pledge or sell the collateral securities unless the 
borrower defaults, they are not recorded in the financial statements. Securities under loan, cash collateral 
and cash collateral payable are recorded in the financial statements at fair value. The Bank, the 
Settlement Trust and the borro-er receive a fee from earnings on invested collateral. The Bank and the 
Settlement Trust share a fee paid by the borrower for loans not collateralized with cash. 

7 here is limited credit risk associated with the lending transactions since the Commissioner is indemified 
by the Bank against any loss resulting from counterparty failure or default on a loaned security or its 
related income distributions. The Bank t-urther indemnifies the Board against loss due to borrower 
rebates in excess of earnings on cash collateral. Indem~ifications are subject to limitation relating to 
Rar, civil unrest or revolution, or beyond the reasonable control of the Bank. 

For the years ended June 30, 2006 and 2005, there were no losses incurred as a result of secuntles lending 
transactions and there were no slgnlficant violations of legal or contractual provis~ons nor failures by 
any borrouers to return loaned securities. 

r\dd~tional intestment ~nfomation on the Lanous pools and mvestments, as well as the Funds, may be 
obtained Crcrn the Deparlme~lt of Revenue, Treasury Div~sion, P.O. Box I 10405. Juneau, Alaska 993 11- 
0405 or at stww.revenue state.ak.us treasury. 

?.RDLWR - 111 iahh and in\est~lleilt~ of ?IRDAIXR 31-e held In the nanx of the C S Depmment of the 
Internor, F I ~ I  mil tt'rfdlrfe Senice. \ C ; I U T ~ ~  Re'iour;~s D;IIE~~:: l - = > ~ z i ~ : ~ t f i i  drld Rcstaratr~n E ~ n d  st the 
t S Department ai the rrca,uq i t  Lptember 36, I lGiiC; and ZGi'5, \iubstani~dily ail balance.; sre heid 
In i 5 I rea5urj- Bdis ~tnd h i i fes  u ~ t n  ~~l,itiirLtncs rdi:g~fig frbm 3b to 3111, diili. 2 nornlndl amowit of cd5n 
;.i also mzluded ~ r i  the balaccr: lilarket ~riiueb of investrrlcnt tccunirc~ neld by "tKD,II&R ~Ipprouirnste 
their ciist at September 10, 2006 and 3th5 iihere are no ~n~i?<uid"d or .inregritered Ji.pos:ri (.r 
*n~e\ti:i;nt\ 



i~Xl%)?\' I:iL,DEZ OIL SPI1.L TRUSTEE COUNCIL 

3, G,-ISEZ hhl) ISVES1'41EhTS (Continued) 

NRDA&R mvestments constst of the fofollotvmg at September 30, 2006 and 2005: 

Cost Market Value Cost hlarket Value 

Cash and Equivalents 
Cash $ 425 $ 418 $ 1.085 S 1,085 

U.S. Treasury Bills and Notes 
US Treasur); Bills 160,443 160,443 1,897.336 1,597,436 

4. CONTRIBUTIONS BY EXXON CORPORATION 

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

Company, and Exxon Pipeline Company entered into an Agreement and Consent Decree (Agreement). 
The Agreement principally stipulates that Exxon make certain payments, and that all parties release and 
covenant not to sue or to file any administrative claim against the other parties or specifically identified 
third parties. 

Pursuant to the Agreement Exxon paid the United States and the State a total of $900 million as follows: 

Date Payment Due 
Ten days after the Agreement 

became effective 
December 1, 1992 
September 1, 1993 
Szptember 1, 1993 
September 1. 1995 
September 1, 1996 
September 1, 1997 
September 1, 1498 
September 1, 1999 
Septeniber 1,2000 
September 1,200 1 

Amount 
$ 90,000,000 

-- In ;~ijditiiin to the peyments 3b0i'e. ~XSIIG paid S83 1.233 ia interest 

In addition tc: rhe pa>meni i-crms d is~usscd  abmc, tlie /igrc;erna3at also has a reirgmcr provision [hot ailuv;s 
the go.uerrirncnts to claim an additional SiOO miIlion iron; Exxon bstwecn Sepre~iibcr 1, 30fi2, and 
ScprssScr ?. 2006. 3s requircd for the perfonnarice of re5toritiiin projzc:.; in Pnnce William So~nd 'ind 
L:&er , ;t-e,. a,,iy al$i:ctcd br; thc iiil Spill lii restore srie nr mare poprrlatiiins, k3bir;it.;. or species i~i~i;h. as c i  

. , '. .- rs.u]i of :kc i j i j  %ill. iiiffcled 4~bs;:fi~tll;; l o b ~  sir i\-i~b~t::gti~i r : ~ c i i c ~  ;a the :ipi.d:: :irrei!cd 11:' t i ; ~  (ji! 

Spill, 



4. COh I'RIBLTLOhS BY EXXON CORPOMFIOS (Continued) 

Reopener for Lnknona Intuw [Cont~nuedl 
li le cobt of the reatoration projects must not be gross!? dispropnrt~onate ro the magnitude of the benefits 

obtamed, and the rcopciler is at.ailab1e only for any lobses or declims that could not reasonably hare 
been knonn or dntlctgated from mf~mation avatlabfe at the trme of the dl\greement. On August 3 1. 
2006 the govements demanded payment of $92,230,982 under the reopener provision. Costs related 
to the demand were provided to Exxon 90 days pnor to the demand as required in the reopener 
prolv~sion of the Agreement. 

5. RELMBUKSEMEBTS TO THE USITED STATES AXD THE STATE 

Under the terms of the Agreement, certain amounts paid by Exxon are to be made directly to the United 
States and the State. These payments are to be used solely to reimburse them for the following 
purposes: 
I. Response and clean-up costs incurred by either of them on or before December 31, 1990 in 

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

in connection with the Oil Spill; 
3. (State only) ,4ttorneys fees, experts' fees, and other costs incurred by the State on or before March 

12, 199 1 in connection with litigation arising from the Oil Spill; 
4. Response and clean-up costs incurred by either of them after December 3 1, 1990 in connection with 

the Oil Sp~il; 
5.  To assess Injury resulting from the Oil Spill and to plan, implement, and monitor the restoration, 

rehabilitation, or replacement of natural resources, natural resource services, or archaeological sites 
and artifacts iqured, lost or destroyed as a result of the Oil Spill, or the acquis~tion of equivalent 
resources or sen  tccs after March 12, 199 1; and 

6. (State only) Reasonable litigation costs incurred by the State after March 12, 1991. 

The Agreement states that the amounts to be reimbursed to the United States for items one and two above 
are not to exceed $67 million. The amounts to be reimbursed to the State for items one, two and three 
above are not to exceed $75 million. The agreement does not place a cap on items four and five. The 
amounts paid to the State for item six above are not to exceed $1 m~llion per month. 

Approved Payment Uses 
Under the terms of the CIOA. amounts paid by Exxon, excluding the retmbursements discussed in the 

grecedlng hote, arc deposited into the Investment Fund. These payments are to be used solely to assess 
injury resulting From the Oil Splll and to plan, implement, and monttor the restoration, rehab~lltatlon, or 
replacement of natural resources, natural resource senlczs, or arcbaeologtcal sltes and art~facts injured, 
lost or destroyed as a result of the Oil Splll, or the acqutsltlon of eqmvalent resources or sentces. 

Se~/erstl of the proje~ts 'tpprosed as part of the RSLLZ~ Year 2iiG.5 Ft'oi-k Plttta and fisctrnl E P U ~  2005 Ifbrk 
1l"iiir; include ~ p p r o - ~ a l  of inulti-~e'~r funding. 

The Courizii i~as dc\elirpcii r; soiici&t;:ion L l n ~ i  ritvieiv precc-,s hr prc\ijeii.; to iiifiircss the ~:u~poses ~t;:?cd 
above. Ths: c;utcnn:e of the process is the develtoprnena of a Wcrk Plan, which apprc.;es tire funding h r  
211 projece to be ci:ndiictrd during the plan pcriod. Fior the Work i41nn t;>r the fiscai years ending 
iiep:emher 30. 2rirj5 and 2006. the foili.wing prqzct soliciianii:n ret~ii7l.v proies5 li.asuk?iCd by rRc 
* .  
i..'s u u n ~ i i :  
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6. DISLPCRSE?VIEZt'I-S FROM IINVESTYIEST FLSD (Continued) 

Profeet X~proval (Contmued) 
1. In March 21104 and March 2005, the Council pubtrshed an htrfnrrnn lo Stlhmtt Reltorirfzon 

Propo5ufs ritr Federal FircaI Yem 2005 and Invitation to Subntrt Kestori~tto~i Proyo~uls fur Fe'dt)r~zl 
F tsc~i  Year ,3006, respectively. As part of the requnements, proposcrs debeloped and submitted 
detailed project descr~ptions and project budgets for re>Iew. 

2. In June 2003 and June 2005, the Council's Chief Scientist and core reciewers coordinated a 
prel~m~nary scientific and technical retiew of the proposals Ftscal Year ,7005 Proposals and Fzsc~rl 
Year 2006 Propo~als, respectively. The Council's Executive Director also discussed proposals with 
Trustee agenczes. Chief Scientist and representatives of the Public Advlsory Group (the Publlc 
Advisory Group consists of members of the public and concerned groups and was appo~nted by the 
Secretary of Interior based on the Council's recomendations in accordance with the MOA to help 
provide meaningful public participation in the injury assessment and restoration process) and 
drafted preliminary recomendations. 

3. In July 2004 and July 2005, all proposals and the results of the reviews were published in the Draft 
Fiscal Year Drajf Fiscal Year 2005 Pork Plan and DraP Fiscal Year Drujf Fiscul Year 2006 Work 
Plan, respectively, distributed for public comment and the Public Advisory Group met to advise 
Trustee Council on the final work plan. 

4. In July 2004 and July 2005, public hearings were held on the DraP Fiscal Year 2005 Work Plan 
and Draft Fiscal Year 2006 Work Plan, respectively. 

5. The majority of approved projects received funding from the Council in August 2004 and in August 
2005 relating to the Fiscal Year 2005 Work Plan and Fiscal Year 2006 Vork Plan, respectrvely. 

6. The Council approved additional projects as part of the Fiscal Yeur 2005 Work Plan and Fiscal 
year 2006 Work Plan at various times throughout the fiscal years. 

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

Interest Income and Unobligated Balance Recovery - NRDA&R and the Settlement Trust 
The governments are to report to the Council the amount of interest earned on net available bahnces in 

NRDA&R and the Settlement Trust. When appropnate, the Council then recovers the interest reported 
by reducing subsequent disbursements from the Investment Fund for future projects. In addition, actual 
project costs are frequently less than the original project budgets. When this occurs, the United States 
and the State retaln the unspent or unobligated balances. When appropriate, the Council then recovers 
these balances by reducing subsequent disbursements for new projects. During fiscal years ending 
September 30, 2006 and 2005 disbursments to the Unrted States were reduced by $152,308 and 
$49,500. respectively, for such interest income and unspent or unobligated balances. During fiscal years 
ending June 30, 2006 and 2005 disbursements to the State -.+,tiere reduced by $241,996 and $266,105, 
respectitely, for such interest income and unspent or unobl~gated balances. 

D~sbursements from the Inkestment Fund 
Durmg the year ended June 30, 2006 and 2005, the Council disbursed 55.670.633 and $5,833,395 

respecti.~e!q for re,turaticn projects, land acquisit~vn and other C'ouncd .%urhorrzdtion:, pursuant tc the 
\IOA a:, fi?!lu*,+s: 
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6. DISBCKSE3lENTS FROM IhVEST&IEZU'T FChD (Continued) 

Dtsbur5ments from incesment Fund for: 
Ycdr ended June 30, 

2006 2605 
Restoration Projects Authorized by the Counc~l 

To be conducted by the State $ 2,739,036 S 2,665,824 
To be conducted by the L'nited States 1,964,408 2,678,124 

Total Restoration projects 

Land Acquisitions and Research Infraskucture 
Improvements Authorized By The Council 

To be acquired by the United States 

Investment Management Fees 

Disbursements -From the Investment Fund 

Reconciliation between deductions fi-om of the Investment Fund per the statements of Changes in fiduciary 
Assets and Liabilities for period ending June 30 2006 and 2005 and contributions into TURDA&R fund 
Statement of Receipts, Disbursements and Changes in Trust fund Balance for period ending September 
30,2006 and 2005 is as follows: 

Year Ended Sentember 30. 
2006 2005 

Transfers to NRDA&R Per Investtnent Fund Statement of Activities $ 2,739,036 S 3,071,411 
Less transfers 7 li1004-9I30i2004 
Plus transfers 71 1,2005-9130,2005 
Less transfers 711 12005-9130,2005 
Plus transfers 71 1i2005-9i30/2006 472,567 

Contributions from Exxon Valdez Oil Spill Investment Fund S 1,505,156 $ 1,874,347 

7. DEFERRED REVENGE 

NRDA&R rece~ved the United States' disbursement relating to the Initial funding for restoratlon projects to 
be conducted by the Trustee Agencies in fiscal 2006 prior to September 30, 20116 and 2005 respectively. 
The amount received of $2,497,924 h r  fiscal 2006 has been recorded as Receipts - Investment Fund m 
the ?IRDA&R financial statements since NRDA&R is accounted for using the cash basis of accounting. 
There mas no advance paylnent for fiscal 200'7 m fiscal 1006. NRDt\&R also received $472,567 in 
August 3006 related to the annual payment for the Koniag Easement. These funds are expected to be 
disbursed in fiscal 2006 and 2005. 

8, RE.IL PROPERTY .ZCQCISITIONS 

In -3rder ec prc-lirci [hi. iiiiitiltat of rrix~brces and *icn sec5 ~;ilurrd b t  the 011 spllk, the GOUIIL:~ cllre~teii x i , i t f  

ti. ~3t;tblrsh a process fbi the e-~siii~ticn; ,tad L C ~ L I S I ~ I C ~ I :  i f  ies i  prcpcn:, i h ~ r  '?;ah ii~nrintntly thrcarcncd 
b> dl--irioprrienr, or had hab~tat \alt.ie Tll~s proccss 3 > v d ~  Ji\ideb into eco p:kiabes: large pdrccls, 
grr~erally rhcse w ~ z r  1 006 dcres. and ~ t , a ? r  parcels, g e ~ ~ e a f ? )  thirie mdlier  than i .OW atres. 
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8. REAL PROPEKTY ,%CQCISITIOhS (Continued) 

Large Parcel Acclursitlons 
The large parcel phase of rhe land eialuat~on and acqulsrtlon process was mit~ated in 1992. Thw evzluriilon 

process lead to the eons~deratlon of nunleraus parcels for acquisrtlon by Trustee Agencies. As of 
September 30, 2004, the Council knded the acqutsmon. througli either the purchase of the property or 
the acquisltron of a I~mlted tern conseniltlon easement, for 651.084 acres, a ~ t h  a total purchase cost of 
$408,900,863. Of the total purchase cost, excluding mtercst, $352,537,567 is being provided from 
Joint Trusts. and $56,063,296 from other sources. 

During fiscal 2005 and fiscal 2006, no large parcel acquisitions were completed. The most recently 
completed large parcel acquisition was m fiscal year 2003. and no additional large parcel acquisitions 
are being actitely pursued. 

Small Parcel Acquisitions 
The small parcel phase of the land evaluation and acquisition process was initiated in 1994. The 

nomination period is open ended, and the Council continues to receive and evaluate nominations. The 
Council's staff evaluates, scores, and ranks the parcels, takmg into account the resource value of the 
parcel, adverse impacts from human activity, and potential benefits to management of public lands. 

Through September 30, 2006, the Trustee Council has completed the acquisition on 113 parcels containing 
10,330 acres with a total cost of $23,000,950. One of the acquisitions also contained a provision in 
which the seller relinquished remaining selections totaling 1,207 acres under their entitlement pursuant 
to the Alaska Native Claims Settlement Act (AYCSA). In addition, the Trustee Council is working 
with the Nature Conservatory for purchase of two parcels totaling 57 acres with a total cost to the 
Trustee Council of $175,000. All of the small parcels are purchased tinder fee simple title, and cash is 
paid on these parcels at closing. Most of these acquisitions are purchased through the Alaska 
Department of ?laturd Resources or the US.  Department of the Interior, Fish and Wildlife Service. Of 
the total purchase eoqt on the parcels acquired to date, $22,489,450 1s being provided from the Enxon 
Vuldez 011 Spill Trust Funds, and $5 1 1,500 from other sources. 

Pending Small Parcel Acquisitions 
A small parcel acquisition offer for 57 acres has been accepted and is expected to close during fiscal 2007. 

Kodiak Island Borough Master Waste kfanagernent Plan 
The Council has approved the expenditure of $1,857,100 for capital Improvement to various waste 

management systems of the remote com~unities of Kodiak Island. Specifically. this project will 
upgrade and improve landfills, dlsposal sites and solrd waste management, and will construct and 
install used oil and hazardous waste storage and disposal facilities and equipment, and provide fur 
systems maintenance and repalrs for seven c o m u i t i e s  on Kodlak Island. The Alaska Department of 
Envlromental Consettation (DEC) expended the funds and the project wtts completed m June 2005. 
1% total of, S 1,058,026 \%as expended on the project. 

.bcheolog~cal Reooslrorv 
The Trustee Councll has approved the concept of a slngle reglonal archeolog~eal repository m one of etght 

commtmll;:zs tn the Chugach and lower Conk Inlet regions to house and dibplay splll-relatcd artlhcts at 
a cc4t not 10 cxceed $1 mlll~un, the ciin>tructlon of nzxt or renor-aird coilxnrmaty facihttes ~n the 
itXid,riing sciiin c~~rr;i~>~niilCs to ili\pEaq hp~pril-reIatcd archr~4og1cal i-csudrces at a td\id cu l t  not lo 
L.rcc~d $ I h ~n:i,ii)r,, J ~ J  the de\c?oprncni of i;ave'i~np 2-rhrht.l of splli-rciated tirchcoliigicsi matendla 
ror dizpl+ rm ciirrrunum~ fd;;r;ii,ties in me sprll 3re2-6 21 a :dial cobt not to exceed ";9bc,,0trii D u n ~ g  fiscal 
1959. the Trustee Counirl re>nf.ccd ro gror tde $13 8 nl~ilion ipius redscnabis drniiilna ot'hndrng ;'or 
pryecr mdncgemens c-nd general adnl~nistration rri be appnlceb by the Council) to the LZIatkzi 
ilepai tir:eiir f \dturdl iCe.iii~rc;~ DhR r :u adrn~mste: :t grdni awL*rci to i ' l ~ug~chm~ur .  1 lnrough k k d  
31 i i q .  t h ~ ,  1 r~.itt.e C r \ u n ~ i i  d!rct ~ppr(r*v<J 3 15",1?2fi Icr pro:a;t tAiansg.3iiicni sr,d gcr;er,i ,i~rair;i.itTi?L?iiTaxnl\trdnon - - -  L .  r e  L W E  r L 2 5 I 1.. c f  .!line '.(I 3) h, ? - , ~ 3  CCA i,,ai, ccLa: , * p ~ 1 1 ~ i L i i  G mi: 

* * pr -Cd I f  \ ..1bL8<dtcd r t l ' \  2-L p C b ~  in! >L - & J I ~ ~ F & I : L ~  '3b \2i?:lIlbd -IPJ 
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9. SUBSEQCEhT EVENTS 

On Jufy 6. 3006, the Council mt~fied the United States Distr~ct Court of Alaska of a disbursement of 
S44,000 from the I-Ittbltat Investment Sub-Account, of the In\~estmcnt Fund, and $9.300 from the 
Department of the Interior's Xatural Resource Damage Assessnlent and Restoration 12und (monies 
previously disbursed and interest earnings) for the Fiscal Year 2005 Work Plan and $76,000 from the 
State of Alaska Settlement Fund (n~onies previous disbursed and interest eammgs)for the Fiscal Year 
2006 work plan. 

On August 29, 2006, the Counc~l notified the United States District Court of Alaska of a disbursement of 
$472.567 from the Koniag Invesment Sub-Account of the Inkesment Fund for the October 2006 
Koniag Easement pament. This amount has been recorded in the Pu7U>A&R accounts and is reflected 
on the income statement for the year ended September 30,2006. 

On September 18, 2006, the Council notified the United States District Court of Alaska of a disbursement 
of $2,063,477 from the Research Investment Sub-Account the of the Investment Fund for the Fiscal 
Year 2007 Work Plan. 

On October 17, 2006, the Council notified the United States District Court of Alaska of a disbursement of 
$260,000 from the Research Investment Sub-Account the of the Investment Fund and $64,439 from the 
Department of the Interior's Natural Resource Damage Assessment and Restoration Fund (monies 
previously disbursed and interest earnings), and $22,074 from the State of Alaska Settlement Fund 
(monies previous disbursed and interest earnings) for the Fiscal Year 2007 Work Plan. 

On January 23, 2007, the Council notlf'ied the United States District Court of Alaska of a disbursement of 
$3,794,162 from the Research Investment Sub-Account the of the Investment Fun and $142,300 from 
the State o f  Alaska Settlement Fund (monies previous disbursed and interest earnings) for the Fiscal 
Year 2007 Work Plan. 
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NDEPEKDENT AIIBITORS' REPORT ON SUPPLEhfENT-QRY 
RESTORATION PROJECTS ImOR?i.1ATION 

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

We have audited the financial statements of the Exron Vc~ldez Oil Spill Trustee Council Trust Funds, Oil 
Spill Investment Fund and Oil Spill Settlement Fund as of and for the year ended June 30,2006 and 2005, 
and the Natural Resource Damage Assessment and Restoration Fund (NRDA&R) as of September 30, 2006 
and 2005, as listed in the accompanying table of contents, and have issued our repon thereon dated 
February 2, 2007. These financial statements are the responsibility of the Exxon Ya1dt.z Oil Spill Trustee 
Council's management. Our responsibility is to express an opinion on these financial statements based on 
our audits. 

Except as discussed In the folIo\wng paragraph, we conducted our audrts m accordance uith generally 
accepted auditmg stmdarcls and the standards applicable to financlal audits contarned in Gol~ernnrent 
rltihtzng St~nclurds, rssued by the Comptroller General of the Un~ted States. 'Those standards require that 
we plan and perform the audits to obtain reasonable assurance about whether the financial statements are 
free of rnatenal misstatement. iln audrt Includes examling, on a test basis, evidence supporting the 
amounts and disclosures m the financ~al statements. An audit albo ~ncludes assessing the accounting 
principles used and significant estimates made by nlmagement, as well as evaluatmng the overall financial 
statement presentdtlon We belreve that our audits provide a reasonable bass for our opmions. 

Our audlt was conducted for the purpose of form~ng an opinlon on the financlal statements of the Eixon 
Ci.lldt?z 0 1 1  Sp~l l  Trustee Councll, Trust Funds, taken as a whole. The accompanying Schedule of 
Expenditures and Obligat~ons - Budget and Actual, on pages 26 through 30, are presented for purposes of 
addltlonai analysls and are not a reyulred part of the financlal \tatements. W~th the exception of the 
projects, on page 27 through 30 on whteh we express nu oplnlon dnd ~~.hreh are marked "'unaudited," the 
~nfomatron m these 3chedules has been subjected to the audlrl~g procedures applled in the audit of the 
financial statements and. in our opinion, is fanly presented m a11 matendl reyxcts m relation to the frlnancrai 
5tntements taken ~s a &hole 



Exron i/izlde: Oil Spill Trustee Council 
Alaska Department iif Fish and Game 

Schcdulc of Cuinulative Expenditures and Obligations - Bucigct arid Actual 
I'hroi~gh Fiscal Year Ending September 30, 2006 
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Fiscal Yzars Ended September 30, ?GO6 and 2005 

The mfbmatron presented in the accompanymg Schedule of Erpend~tures and Obllgat~ons - Budget and 
Actual presmt tile budgets for each project approved by rhe Erx.xon F;rldez Trustee Counci1 (Council) as 
included m the Council's Eiscul Yew -7006 Work Plan and Frscill Year -7005 iliork Plitc, and any 
m e n h e n t s  approved thereto, along wth  expenditures and obligations incurred by the Trustee 
Agencies in carrying out the F1scal2006 and 2005 restordtlon projects, only. The mfomation presented 
is not intended to present the results of operations of any other act~vities conducted by the Trustee 
t2gene1es. Expenditures incurred by the Trustee Agencies m Fiscal 2006 and 2005 reIating to 
restoration projects of prior years and to the liquidation of prior year encumbrances, are also not 
presented. The procedures used to develop and implement the project budgets for Fiscal 2006 and 2005 
are discussed in Note 6 to the Trust Funds Flnanclal Statements. 

2. BASIS OF ACCOCTVTTNG 

Basis of accounting refers to when revenues, expenditures and the related assets and liabilities are recorded 
in the accounts and financial statements. Specifically, it relates to the timing of the financial 
measurements made, regardless of the measurement focus applied. 

As discussed in Note 2 to the Trust Funds Financial Statements, the State of Alaska accounts for the 
expenditure of funds from the State of Alaska, Exxon VaIdez Oil Spill Settlement Trust (Settlement 
Trust) on the modified accrual basis of accounting. 

As d:scussrd in Note 2 to the Trust Funds Financial Statements, the United States accounts for the U.S. 
Depafin~ent of tha Interior, Fish and Wildlife Service, Natural Resources Damage Assessment and 
Restoration Fund (NRDA&R) on the cash basis of accounting. However, the United States Trustee 
Agencies use modified accrual accounting to account for the expenditure of hnds within each agency. 
Expendimes are recorded when the refated liability is incurred. Encumbrance (obligation) accounting, 
under which purchase orders and contracts for the expenditure of moneys are recorded in order to 
reserve that portion of the applicable appropriation, is employed as an extension of the formal budgetary 
integration of the United States Governrnent. Encumbrances (obligations) outstanding at year-end are 
included in the Actual Expenditures & Obligations column in the accompanying Scheduies of 
Expenditures and Obligattons - Budget and Actual. 

On September 31, 1992, the Gounctl adopted Financial O~eratmg Procedures (Procedures) to be used by 
the United States and State of Alaska Trustee Agencies tn conducting resmration projects. The 
objectlke of the Procedures was to ensure publ~c trust and accountabtIity mhtle maximizing the 
Councii*~ ab~lity to use ssttiement funds For approbed restoratron acti'tlties. The rrttstee Council has 
adopted a sereral rzvis1c.n of the origmzli Procddures tbat supcrsedz the pret ious Procedmes. I he most 
recent rc\?s:on of thc ong~naf PmiLdures ,rdoptcd .Qprri 2.3 2607 i. hc purpose of the adcpted 
Pri.icrd;re\ wa3 to prc;trdk. guidance regadmg the Jr:lhrintres i n C  re~pi;nsl'nrl;t;c% of B $ ~ C C I C Y  thd: 
K C C I ~ < L  ~ t i i r i i  Ifist F ~ i l d ~  ~ ip j3~i i t~a  b> :hi 1 ~ ~ b i e t '  COL~ELII. 
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ImEPEhTENT AUDITORS' REPORTS ON COMPLIr\NCE .4I) ON INTERNAL CONTROL OVER 
FINAYCIAL REPORTING 
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I~;IIFPENDENT .XUI TORSI RI POR r 13 rk RVAL C-O?ITROI OVER FINXNCI.~\I REPOR r i x i  
Ah11 Oh CO?IlPI ItZhCE XhD OTHFR hli"tTERS BASED ON 4 N  .i\L'DIT OF f i % A h C I z t l  

STA PEhIE-hrIS PERFOR,LfED IN rZCC0RDtZhC'E LL IT ti GOl ER,%,l.lE.YTil ti)ITI,V<; S L  l,$D t W S  

Members, E ~ i o n  Citiific 011 Spiil Trustee Councrl, 
..i\nchorage, .i\laska: 

We have audlred the financial statements of the Errxccln Vulde:: 011 Sp~i l  Irusfee Councll, State of Alaska, 
EEx-ion C.'klcJc.-7 011 Splfl Inbestment Fund as of and Ibr the years ended June 30, 2006 and 2005, and habe 
Issued our repon thereon dated February 2, 2007. We conducted our audits in accordance with auditing 
>tandards generally accepted in the Unlted States of America and the standards applicable to financial audits 
contained In C;ovdrnmmt Au~littng Stundurd.~. tssued by the Comptroller General of the United States. 

Internal Control over Financial Reporting 
In planning and performing our audits, we considered the Exxon Vuldez 011 Spill Trustee Council, State of 
Alaska, E.rcxon khlilez 011 Spill Settlement 'Trust's ~nternal control over finaneldl reperting in order to 
determine our audltmg procedures for the purpose ofeapresslng our oprnion on the financial statements and 
not to problde an opmlon on the Internal control o t e r  financial reportlng. Our consideration of the Internal 
control o ter  tlndni~iii repiirting would not necessarily disclose all matters in the internal control that might 
be rnatexdi b ~ z d k n c i ~ i ~  \I .natcr~al tbeakness IS a reportable condition in which the de51gn or operation of 
one or more of the mteni~l  control components does not reduce to a relatively low lewl the risk that 
misstatements caused by error or fraud in amounts that wouid be mater~al sn relat~on to the financlsl 
statements being audited may occur and not be detected wlthln a timely period by employees in the normal 
course of perfommg thelr ass~gned functions. We noted no matters intoivlng the tnternal control over 
fiuancial reportlng and its <)peratson that \\e cotlslder to be materlal ~teakncsaes. 

Compliance and Other Xlattcrs 
As part of &taming reasondbie assurance about \iheiiler the Erlon I.j!citc Oil Spill I rustee Councii. State 
of Alaska, E\norz b J t a / d ~ c  Ori ";ill Settlemcnt I'rust's finan~fal btatements are free of material mis\tatement, 
tt.e performed tests uf it5 son~pllance wrth czrtaln protlsions of laws, reguldtlnns, drrd contracts. 
noncomphance uirh whch c~~t.113 have a dlrect and material ztfzct cn the detenntnat~ttn of financial 
\tatement amoiirits kIo*ever, protidlng an oprnlon cin compl~ance wrrh those pruvislc>ns not an 
i ~ t ~ e t t i t e  of our dud~t and. a~cordlngly. cse do not t.xrrt.s> ~ u c h  dn oplnlon. Ihe rc\ulrs of our tests 
disclosed no in\tances of noncompl~anie or other rnarers that are required to be reported under C;civr>/ rirradni 

Itrdrtrng Stdnlt~i<d-~( 

We noted ccrtdln mdfterh that uc repertcd to management ~ ? f  the Ei .on i ' i d i / ~ ~  0 x 1  ipill rru4tic" C'ouil;~!. 111 

d 'CpdT3li: kt icr dated kcbni~ry  2 l i tom 



C,ERTfFIED PUBLIC ACC0t'P;TAXTS 

9309 Glacier Krghwm, Suite 8-200 * Juneau, ii,:aska 39801 
907.789-31'8 * Fa\ 907 7 8 V 7 1 2  * msw.ermcpa corn 

ISDEPEXDEXT AUDITORS' REPORT 0s P?jTERNAt.. CO'NTROL OVER FIfi.%XCIAL REPORTCc'G 
LkKD ON COMPL.Il\KCE AlcD O rHER MATTERS BASED ON AN AUDIT OF FIXAXCIAL 

STATEMEhTS PEKFORhiFD IN ACCORDANCE WITH G O V E ~ I ~ ~ E ~ V T A G D I T I ~ V G  S72;V13,1mS 

Xfen~bers, Etxon Ci-riiJez Oil Spdl Trustee Council, 
Anchorage, Alaska: 

We have audited the financial statements of the Exxon f i1Jt.z Oil Spill Trustee Council, U.S. Department 
of the Interior, Natural Resource Damage Assessment and Restoration Fund as of and for the years ended 
September 30,2006 and 2005, and have issued our report thereon dated Febmary 2,2007. We conducted 
our audits in accordance w~th auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Gvernment Auditing Stunclapzls, issued by the 
Comptroller General of the United States. 

Internal Control over Financial Reporting 
In planning and performing our audits, we considered the E n o n  Valdez Oil Spill Trustee Council, U.S. 
Depaflment of the Interior, Natural Resource Damage Assessment and Restoration Fund's internal control 
over financial reporting in order to determine our auditing procedures for the purpose of expressing our 
opinlon on the financial statements and not to provide an opinion on the internal control over financial 
reporting. Our cons~deration of the internal control over financial reporting w~uld  not necessarily disclose 
311 matters m the internal control that might be material aeaknesses. A material weakness is a reportable 
conditton in which the design or operation of one or more of the tnternal control components does not 
reduce to a relahveiy low level the nsk that misstatements caused by error or fraud in armunts that would 
be matenal in relation to the finmclal statements being audited may occur and not be detected within a 
tlmely period by employees in the normal course of performing their assigned functions. We noted no 
matters involving the internal control over financial reporting and its operation that Lte consider to be 
materral weaknesses. 

Corn~liance and Other Matters 
iis part of obtaining reasonable asburance about whether the Exxon Vizldez 811 Splll Trustee Council, U.S. 
Depilrtment of she Interror, Natural Resource Damage Assessment and Restoration Fund's financtal 
statements are fire of material misstatement, we pedormed tests of rts compliance with certain provlslons of 
laws, regulat~ons and contracts, noncompliance with which could have a dlrect and material effect on the 
Jetemmatton of Rnanctal statement amounts. However, providmg an opinion on compliance aith those 
provlsians was not an objectwe of our audits and, accordingly, we do not express such an opmlon. The 
resuits bf our tzsts disclosed no instances of noncompliance or other matters that are required to be reported 
under Gor et nrnenr iiuilirlfag Standards. 

Wc noted catam mattcrs that L L ~  reported tit management of the Exxon l'it/tl~>z Ciil Sprl1 Trustee Councti, In 

3 4eparate icticr dated Februarj 1. 2r307. 

"[his rcpcrt 1s intended .;sie!y fijr the inh~na i ion  and usc of the iTsxon V~ricicz 9 i i  Spi!l 7rus:ce Council and 
m;m;igelncr,e, arid is  l~or, irrrersaicd w Rc  id shiiuiJ not be trsccl5!i c?ilyi)r,r: oihcr dun :l:esc specified panic. 



GERTlFibC P U B L i i  ACC ObhT4XTII 

9309 C;lacIer H:ghi-vav Sulte B-ZOO * J~lnrau. Naira 99601 
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13DEPENI)EhT ALDITORS' REPORT ON INTERNAL COhTROL OVER FINrlNClhL REPORTING 
AhD Oh COCIPLIrIhCE .LKD OTHER MArTERS BASED Oh  AN ALDIT OF FIXANCIAL 

STATEX EhTS P ERFORhlED IK ACCORDAKCE WITH GO k'EX1t't'LiEEVT i-1 C DITI"VTG S7:-Ii2,'DA4RLtS 

%$embers, E.xxon Cirlcit~z 011 Spill 'Trustee Council, 
Anchorage, .%laska: 

U'e hate audlted the financial statements of the E.rxon Vuitiez Oil Splli Trustee Councll, State of Alaska, 
Ewon Vuidez 011 Spill Settlement Trust as of and for the year ended June 30, 2005 and 1006, and haw 
Issued our report thereon dated February 2. 2007. We conducted our audit in accordance ~ 7 t h  auditmg 
standards generally accepted ~n the Unlted States of Arnerica and the standards applicable to financial audrts 
contained in Government Auditing Standards, issued by the Comptroller General of the United States. 

Internal Control oter Fxnancial Reporting 
In piannhg and perfomin:: our audlts, we considered the Exxon Valdez Oil Spill Trustee Council, Stdte of 
Alaska, Enon Val& Oil Spill Settlement Trust's internal control ober financial reporting in order to 
determine our audlting procedures for the purpose of expressing our opinion on the financial statements and 
not to provide an oplmon on the internal control over financial reporting. Our consideration of the internal 
control over financial reporting would not necessarily disclose all matters in the internal control that might 
be material ureaknesses. A material weakness is a reportable condition in which the design or operation of 
one or more of the Internal control components does not reduce to a relatively low level the risk that 
misstatements caused b j  error or fraud in amounts that would be material In relation to the financial 
stalements being a6rdrtcd may occur and not be detected wtthin a timely penod by crnpioyees m the normal 
course of periom~ng thclr ass~gned functions. We noted no matters involving the internal control over 
financial reportlng and its operaallon that we consider to be material weaknesses. 

Compliance and Orher Matters 
As pdrt of obtd~nlng redsonable assurance about whether the E.non Valdez Oil Spill Tmstee Council. State 
of Alaska, Exron Valdez 011 Spill Settlement Trust's financ~al statements are free of matenal misstatement, 
:se performed tests of ~ r s  cornpilance wth certam provisions of laws, regulations and contracts, 
noncompltance tvla11 w,r/Iuch could have a dlrect and material effect on the detemlnatlon of financial 
,tatement dmounts Howeter, providing an opinlon on compliance wlth those pro.tlslons was not an 
objective of our duQt and, accordmgly, we do not express such an opmlon. The results of our tests 
d~sclosed no instances of noncompliance or other matters that are requlred to be reported under Co%errzntent 
. iirlildzng Stffnii~rtls 

bl'e noted certatn matters that ue  reported to management of the Exwn k'aldez 011 Spill Trustee Ccuncll. m 
a separate letter dated February 2,2007. 

rhis report 1s ~ntci~ded tolely for the mhmat t sn  and use ofthe E,XXOM V~~idtlz 011 SprlI Trustel C'ounclf mi? 
management, .md 1% not lntceded to be and should not be used by anyoni: iltner than these spzc~tied parheh 

/--- ,..9 ,,,: /,&.. " i; "- Fix* dl, ,/'b 1 
-a 


