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GAO United States 
General Accounting Office 
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Comptroller General 
of the United States 
B2os6as 

December 15, 1986 

To the President of the Senate and the 
Speaker of the House of Representatives 

This report presents the results of our review of the independent certi- 
fied public accountant’s audit of the calendar year 1985 financial state- 
ments of the Trans-Alaska Pipeline Liability Fund. We found the audit 
was conducted in accordance with generally accepted government 
auditing standards and we found nothing to indicate that the auditors’ 
opinion is inappropriate or cannot be relied on. We did not review the 
auditors’ work pertaining to the Tram+Alaska Pipeline Liability Fund’s 
calendar year 1984 financial statements. 

The ‘Trans-Alaska Pipeline Liability Fund is a nonprofit corporation cre- 
ated by section 204(c) of the Trans-Alaska Pipeline Authorization Act, 
43 U.S.C. 1663(c)(4). The purpose of the Fund is to pay legitimate claims 
resulting from oil spills from vessels loading or unloading oil which is 
transported through the Trans-Alaska Pipeline between Alaskan termi- 
nals to ports under the United States jurisdiction. The Fund is governed 
by the United States Department of the Interior and administered by a 
Board of Trustees. Additional information on the organization and the 
purpose of the Fund is provided in the notes to the financial statements, 
which are included in this report. 

The Trans-Alaska Pipeline Liability Fund contract,s with a public 
accounting firm for an annual audit of its financial statements. Touche 
Ross & Co. audited the Fund’s 1986 financial statements. Our review of 
the 1986 audit was made under provisions of the Trans-Alaska Pipeline 
Authorization Act (43 U.S.C. 1653(c)(4)), which authorizes the General 
Accounting Office to audit the Fund’s financial transactions. In order to l 

fulfill our audit responsibilities, to avoid unnecessary duplication and 
expense, and to make the most efficient use of our available resources, 
we reviewed the calendar year 1985 work and report of the independent 
certified public accountant. 

Our review was conducted in accordance with generally accepted gov- 
ernment auditing standards. To determine the reasonableness of the 
auditors’ work and the extent to which we could rely on it, we 

l interviewed Fund officials to obtain information about the Fund’s opera- 
tions, including its systems of financial records and the preparation of 
its financial statements; 
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Tauche Ross Report 

Cdnclusions 

ir~lc~rt~ic~nxd t 1~~ attclit ors to iclcWit’y t,hc audit approach and the methods 
IIS(Y~ to cncJl\t t’ol 11~~ (i\litlity 01’ audit work; 
(~v:tl~~;t~~~(l itIf’ot.tIJ;tl ion abotit the qualifications and indcpcndencc of’ the 
itIt(litors; 
rc~\~ic~wt~tl tlt(b I“IIIK~‘s f’inatIc*i;tl statetncnts and the auditors’ reports f’ot 
c*otttltli:tncv~ Lvit 11 gotI(ully ac+copted accounting principles and generally 
ac~c*(~p1(~(1 govc~rttmc~ttt ittttlit ing st,;mdards; and 
rclviowotl t 11o ;tltdilors working papers to dctcrmine ( 1) the nature, 
tinting. ;1n(1 c*stottt of’ ;tlttlit work pcrformr!d; (2) the clxtcnt, of audit 
quality (,ottt rol tIl(bt 110~1s 1tst~1 by t.hr? auditors; (3) whether there was a 
study anti (l\,;tlttitl iott of’ t.hc$ f+tnd’s internal controls; (4) whether the 
;Irtditors ttistcvl t ransacst ions f’or compliance with applicable laws and 
rt$Itl;lt ions; atId (5) whet her thcb evidence in the working papers sup- 
l)ot’tc~d t 110 autlitors’ ol~inioti on the financial st,atemcW,s. 

_. -. .-_-.---...-.------ _... - ..--.. - -_--..- 
‘1’1~1 1“1ttt(l (,ottt r;tc?otl wit It ‘l’ou~~h~~ Ross & Co. f’or calc~rtdar years 1984, 
l!M5, ;mtl I !)Xfi to c*ott(lttc*t t 11th audits of the Fund in ac:c*ordilnc*t: wit,h 
gottc~r;tlly ;tc’cqJt otl ~~~~c~tItrtc~t~t. auditing standards, which include scpa- 
rat (1 tq~orts ott t 11(> c~v;rluat.ion of int,crnal accounting cmt,rols and on 
~‘OtIl]Jliiltl~‘~~ wit tl 1ilWS NId rt~gulat.ions. 

ItI t lto ooittiott 01’ ‘I’or~c*l~c~ floss & Co., the Trans-Alaska Pipeline Liability 
1’11nti’s f’itI:tttc’iitI stat ctncttt.s prcwnt fairly it.s net, assets available for 
c*laitIIs ils of’ 1 )oc.(~tIItJor :11, 1985, and the changes in net assets available 
for cSl;titIIs f’or t 1~) yc~r t hut ondcd, in conformity with generally 
it(*(*(~lJI(~(l ;tc~c*otttIt ittg 1JriIrc~il~l~~s applir!d on a consistent basis. Touchc 
Ross X ( ‘0,‘s \5,orli tlitl 1t0l tlisc*losc~ ilIly matc~rial irWrna1 accounting con- 
t rol wo;tktJc~sos or ttottc~otnl~liwr~~~~ with laws and rcgulat,ions. 

_. .._. -.--..----_--~-.. .----...-_- ~-- - 
M’ci I’orincl tiot Iii tig IO itIdic2tto t,lIat the independent auditors opinion on 
t 11(b I !WT f’it\;\ttc*ial st ;JtotItcbtIts of’ the liability fund is inappropriate OI 
cattttot t,c* IY*IKYI Ott. \I’(& tJc~liovc~ that. the f’inancial statements, togettiet 
w.jt 11 ‘I‘oII(~~N~ l<oss S, (‘o.‘s ojJinion and our review of that work, consti- 
t \tt (1 :I tl(~~~(~tItlittJl~~ tJ;tsis f’or t.tI(h Congress’ oversight, of’ the ‘l’rans-Alaska 
I’ilJc~littt~ I,iiit~ilit y 1:111tcl’s f’itranc*ial position. 

‘1’1~1 (~otIIf,itt’itt i\s(b f’itI:tt\c*i;tl st;tt.tltn(>t\t,s of t,h(? l’rans-Alaska Pipeline Lia- 
t)ilitJ’ l’rttttl ;rrttl llt(j attditors’ oninion arc nrcscntcd in this report. 
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We are sending copies of this report to the Director of the Office of Man- 
agement and Budget, to the Secretary of the Treasury, to the Secretary 
of the Interior, and to the Administrator of the Trans-Alaska Pipeline 

J Charles A. Bowsher 
Comptroller General ,, 
of the IJnited States 
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fiavlcid Statements 
---___ - 

Independent Auditors’ Opinion 

0 Touche Ross 

April 9, 1996 

Board of Trusteea 
Trans-Alaska Pipeline Liability Fund 
Lo8 Angeles, California 

We have examined the statemente of net assets available for claims of the 
Trana-Alaska Pipeline Liability Fund (the Fund) as of December 31, 1985 and 1964, 
and the related statements of changes in net assets available for claim6 for the 
years then ended. Our examinations were made in accordance with generally 
accepted auditing standards and, accordingly, included such tests of the 
accounting records and such other auditing procedures a6 we considered necersary 
in the circum8tances. 

In our opinion, the financial statements referred to above present fairly the net 
assets available for claims of the Fund at December 31, 1985 and 1984, and the 
related statements of changes in net asset6 available for claims for the years 
then ended, in conformity with generally accepted accounting principles applied on 
a consistent basis. 

Certified Public Accountants 
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Financial Statements 

Report on Internal Accounting Controls 

OToucheRoss 

April 8, 1996 

Board of Trustees 
Trans-Alaska Pipelina Liability Fund 
Los Angeles, California 

we have completed our oxsmination of the financial statements of the 
bans-Alaska Pipeline Liability Rind for the year ended DeCembor 31, 
1985. As a part of our work, wa made a study and evaluation of the 
Company’s system of internal accounting control to the oxtent we 
considered necessary to evaluate the system as required by gonorally 
accepted auditing standards. l%e purpose of our study and evaluation was 
to determine the nature, timing and extent of the auditing procedures 
necessary for expressing an opinion on tha timpany’s financial 
statements. Our study and evaluation was more limited than would be 
necessary to oxpcoss an opinion on tha system of internal accounting 
control taken as a whole. 

The management of the Trana-Alas&a Pipeline Liability Fund is responsible 
for establishing and maintaining a system of internal accounting 
control. In fulfilling this responsibility, estimates and judgments by 
management are required to assess the expected benefits and rolatod costs 
of control procedures. The objectives of a system are to provide 
managemant with reasonable, but not absolute, assurance that assets are 
safeguarded againat lore from unauthorized uso or disposition, and that 
transactions are executed in accordance with management’s authorization 
and are recorded properly to permit the preparation of financial 
statements in accordance with generally accepted accounting principles. 

Because of inherent limitations in any system of internal aCCOUnting 

control, errors or irregularities may nevoctheless occur and not be 
detected. Also, projection of any evaluation of the system to future 
periods is subject to the risk that procedures may become inadequate 
because of changes in conditions or that the degree of compliance with 
the procedures may doteriocate. 

Our study and evaluation made for the limited purpose described in the 
first paragraph would not necessarily disclose all material weaknesses in 
the system. Accordingly, we do not express an opinion on the system of 
internal accounting control of the hans-Alaska Pipeline Liability Fund 
taken as a whole. Our study and evaluation disclosed no condition that 
we believed to be a material weakness. 
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OTouche Ross 

Board of Tcwteu 
TcanrAluke Pipeline Liability lZlnd 
April 6, 19.6 
Page 2 

Thio report ir intended rolely for the uu of management to setisfy the 
l tandacda ot copocting of Chapter V. Pecagceph 2.d of the United States 
Comptroller Genecal’a Standards for Audit of Governmental Organizations, 
Pcogcame, Activities and hmctions and ehould not be used for my other 
pucpore. 

&ellc &?- / 4 
Certified Public Accountants 
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Fhanchl Statements 

Report on Compliance With Law8 and Regulations 

OlbucheRoss 

April 8, 1986 

aoard of Tru8teo~ 
Tran8-Alaska Pipeline Liability Fund 
Iron Angeles, alifornia 

Doar sirs1 

We have examined the financial statements of the Trans-Alaska Pipeline 
Liability Rind (“Fund”) for the year ended December 31, 1985, and have 
issued our report thereon dated April 8, 1986. Our examination uaa made 
in accordance with generally accepted auditing standards and with 
generally accepted government auditing atandarde and, accordingly, 
included such tests of the accounting records and such other auditing 
procedures, including testa of compliance with the Trans-Alaska Pipeline 
Liability Fund Regulations contained in Title 43, CPR Subtitle A, 
Sections 29.3, .6, .7, .ll, .12 and .13 established by the United Staten 
Department of the Interior (“Regulationsg) , as we considered necemary 
in the circumstances. 

In our opinion, the Fund complied with the terms and provisiona of such 
Regulation8 for those transactions tested by US in connection with our 
examination of the financial statements. 

Alao, in connection with our examination , nothing came to our attention 
that caused us to believe that the Fund was not in compliance witn the 
terms and provisions of such Regulationo for those transactiona not 
tested. Our examination was not, however, directed primarily toward 
obtaining knowledge of noncompliance with such Regulatione. 

G-L& +c 
Certified Puolic Accountants 

. 
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FYnancidStatementa 

Statomantr of Net Aa8atr Avallable for Claims 
- 

~RW#4trAWA PTPILXNB LIABILITY FUND 

Docmbor 31 
1905 1984 

ASStTs I 
1nvemtment.s (Noto 2) t 

United Statom Covornnent l curitie6 
Cmrcial papor, variable not.8 
Long-twm debenture8 
noctg&9.-backed rocucitiom 
Invested cash 

Intocart rocoivabla 
Pr l paid inmr ante 

$106,360,364 S 97,316,221 
32,357,640 
18,987,665 40,236,560 
15,842,122 

3,494,592 21,728,636 
3,287,193 3,067,682 

1,764 

Total amet 160,349,604 162,350,863 

LIABILITIGB: 
Payablr for purchase of invarUnent8 
Accrued l daini#trrtivo oxponao8 

Total liabilitieo 

NtT ASSEPS AVAIUBLE I’OR CLAIM8 

7,406,725 
138,654 142,396 

138,654 7,629,121 

See notes to financial statements. 
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Financial Statements 

Statements of Changes in Net Assets Avallable for Claim8 
..__-- 

TRANS-ALASKA PIPELINE LIABILITY PUND 

STATEHENTS OI CEANCES IN NET ASSBTS AVAILABLE FOR CLAIMS 

Year ended December 31 
1985 1984 

NET ASSETS AVAILABLE POR CLAIMS, beginning of year $154,721,742 $140,466,843 

INVESTWNT INCW: 
Intoraat income: 

United States Covornmont securitie6 11,772,054 7,9s5,110 
Other rhoct-tora investments 2,141,818 2,010,470 
Mortgage-backed rocuritior 2,006,320 21417,098 
Long-term debentures 1,435,110 3,464,356 
Certificate of deposits 79,625 
Saving8 account 3,098 

Total interwt income 17,434,927 16,680,932 

Gain (loaa) on sale#r 
United Statma Government securities 8,845,928 ( 1,046,845) 
Long-tarn debentures ( 643,870) 

Total gain (loss) on males 0,045,920 ( 1,690,715) 

Total investment income 26,200,055 14,990,217 

, 
~ 

EXPENSES : 
Investment recvice8 596,332 522,460 
Meeting sxpenre8 63,161 62,997 
Accounting and consulting services 49,324 80,258 
Inrurance 37,539 18,757 
Legal servicea 25,923 24,428 
Administrative 12,368 14,410 
Auditing services 7,000 14,000 

Total expenaer 791,647 737,310 

INVEBTMENT INCOME IN EXCESS OF EXPENSES 25,489,208 14,252,899 

NET ASSETS AVAILABLe FOR CLAIMS, end of year J18p.z10.9505151.721.742 

See notes to financial statementr. 
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Plnancial Btatementa 

-~~ 
Not.8 to Flnanclal Statement8 

TRANS-ALASKA PIPELINE LIABILITY FUND 

NOTES To FINANCIAL STATEMEKPS 

YEARS ENDED DECEMBER 31, 1985 AND 1984 

Not. 1 - General Doacription of the Fund: 

The Trana-Alaska Pipeline Liability Fund (the Fund) fa a non-profit 
corporation created by Section 204(c) of the Trana-Alaaka Pipeline Authorization 
Act, 43 U.S.C. Section 1653(c) (4). The purpose of the Fund is to pay legitimete 
clrima reaulting from oil apilla from veaaela tcrnaporting oil through the 
Trana-Alaska Pipeline System between Alaakan terminal8 to port8 under the United 
States jurisdiction. The Fund ia administered by the Board of TrUateaa and 
governed by the United State8 Department of the Interior. 

The Fund ia liable for oil spill damagea in excess of $14 million up to 
$100 million per incident. The owner and oparator of the veaael ia jointly end 
severally liable for the firat $14 million of such claima. 

During 1985, the Fund waa notified of three oil apill incidenta. No 
claima had been preaentrd to the Fund due to the inaufficiont magnitude of each 
incident. The Fund ha8 not been required to pay eny claim8 since it8 inception. 

Note 2 - Summdr~ of Significant Accounting Policiear 

Valuation of Inveatmenta 

Inveatmenta are atatad at coat. At December 31, 1985 market value exceeded coat 
by approximately $13 million. Dividend and intereat income are accrued da 
earned. The coat of inveatment aacuritiea aold is determined on the apecific 
idontif ication method. 

The ?und ia prohibited from inveating in aecuritiea or obligation8 of thoae 
companies (or their l ffiliatea) who hold the right-of-way to uae the 
Trana-Alaska Pipsline System. The Fund ia elao prohibited from investing in 
l ecuritiea or obligation8 of any inveatment adviaor or custodian of the Pund or 
their dffi1idt.d. 

Pee Income 

The Fund ia entitled to receive a fee of five cent8 per barrel of oil lodded on 
bodrd ships at the Trana-Aleaka Pipeline terminal et Vrldez, Aldakd if and when 
the market velue of the Fund is below $100 million. The market value of the 
Fund’s net daaeta haa exceeded $100 million since Auguat 1981. 

. 
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TRAtW-ALASM PIPELINE LIABILITY FUND 

NOTBS To FINANCIAL STATMBNTS 

YBARS ENDED DBCBMBBB 31, 1985 AND 1984 

(Continued) 

expeneee of the Fund 

All l xponee8 incurred in the administration of the Fund are authorized by the 
Boerd of Trustees and paid by the Fund. 

Note 3 - Tm Statue of the Funds 

The Pund ha8 received favorable determination lettorr from the Internal 
Revenue Service and the Franchise Tax Board of the State of California with 
respect to the tax exempt statue of the Fund. 

Note 4 - Termination of the Fund: 

The reguletione state that , upon termination of operationa of the 
pipeline, the full dirpoeition of all claim , end the expiration of the time for 
the filing of claims againet the Fund, all ameta remaining in the Fund shall be 
placed in a temporary trust fund within the State of Alaska. Should the 
termination occur, Congross will provide for final dirpoeition of the Fund. 

The United State8 Congrers ie currently considering bills which would 
create a new oil spill liability fund (Superfund) which would be broader in scope 
and jurisdiction. Certain of these bills contain provisions which would abolish 
the Fund. 
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