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AGREEMENT

This AGREEMENT, dated as of October |"‘1, 2011, is entered into between the United States of
America and the Osage Tribe.'

1. RECITALS.

. Whereas the 1906 Act reserved the Osage Mineral Estate of the Osage

Reservation to the Osage Tribe;.

. Whereas pursuant to the 1906 Act the revenues from the Osage Mineral Estate are

to be placed in the Osage Tribal Trust Account;

. Whereas pursuant to the 1906 Act the revenues placed in the Osage Tribal Trust

Account are to be distributed to the Headright Holders;

. Whereas the Osage Tribe, acting through the Osage Minerals Council, has the

authority to act for, to protect the interests of, and to bind Headright Holders with
respect to matters relating to the Osage Mineral Estate, including the initiation,

prosecution and settlement of claims rélating to the Osage Mineral Estate;

Whereas the Osage Tribe initiated proceedings in the CFC to seek money
damages from the United States for alleged breaches and failures on the part of
the United States in the collection of revenues due to the Osage Tribal Trust
Account, and the United States’ subsequent management and disbursement of

such revenues, among other ¢laims, in the CFC Action; i

Whereas the CFC has held that under the 1906 Act the Osage Tribe is the only

proper party with standing to seek money damages for the breaches and failures
alleged in the CFC Action;

! Capitalized terms shall have the definitions set forth in Section 2.
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g. Whereas the Osage Tribe has created the Osage Trust Team, a team of

i

representatives from the Osage Minerals Council, the Osage Nation Congress, and
the Osage Nation Executive Branch to manage and direct litigation relating to the

Osage Mineral Estate and the Osage Tribal Trust Account, including the CFC

Action;

. Whereas the United States has initiated settlement negotiations with the Osage

Tribe acting through the Osage Trust Team;

Whereas the United States and the Osage Tribe acting through the Osage Trust
Team have negotiated in good faith to obtain a settlement of litigation relating to
the Osage Mineral Estate and the Osage Tribal Trust Account, including the CFC
Action, and other frust related claims, and to address means of improving the trust
management of the Osage Mineral Estate, the Osage Tribal Trust Account, and the

Other Osage Accounts, as well as improving the trust relationship between the
Osage Tribe and the United States;

Whereas the Osage Minerals Council has considered and approved this
Agreement and authorized its members on the Osage Trust Team to execute this

Agreement, by resolution dated September 26, 2011, a copy of which is attached
as Exhibit 3;

Whereas the Osage Nation Congress has considered and approved this Agreement
and authorized the Principal Chief and the Speaker of the Osage Nation Congress,
both of whom are members of the Osage Trust Team, to execute this Agreement,

by resolution dated September 26, 2011, a copy of which is attached as Exhibit 4;
Whereas the Osage Trust Team has consulted with Osage Headright Holders, by:

i. the transmission of written materials explaining the settlement set forth in

this Agreement,

ii. holding a series of meetings with Osage Headright Holders at which

representatives of the Osage Trust Team and its lawyers have explained

2-
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the settlement set forth in this Agreement, and provided a summary of this

Agreement to Osage Headright Holders for review;

m. Whereas in cooperation with the Osage Trust Team, the United States has
canvassed the Osage Headright Holders to confirm support for the actions of the
Osage Tribe acting through the Osage Minerals Council in approving this

Agreement, using the canvass language set forth in Exhibit 2;

n. Whereas in the canvass the vast majority of the Osage Headright interests held by
the Osage Headright Holders who participated in the canvass expressed support
for the actions of the Osage Tribe acting through the Osage Minerals Council in

approving the terms of this settlement as set forth in this Agreement; and,

0. Recognizing that final adjudication of these claims may take many years and
entail great expense, and taking account of the legal risks to both Parties in
connection with the further prosecution of litigation relating to the Osage Mineral

Estate and the Osage Tribal Trust Account, including the CFC Action (at both the
trial and appellate levels).

NOW THEREFORE, the Parties agree as follows:

2. DEFINITIONS. For purposes of this agreement, the following definitions shall apply:

a. “1906 Act” shall mean the Act of June 28, 1906, ch. 3572, 34 Stat. 539, as
amended through the Effective Date.

b. “Agreement” shall mean this agreement and all Exhibits attached hereto.
¢. “CFC” shall mean the United States Court of Federal Claims.

d. “CFC Action” shall mean the consolidated cases Nos. 99-550 and 00-169 in the
CFC.

e. “Date of Payment” shall mean the date on which the United States has made the
payments required by both Subsections 5(a) and (b).

3
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“Effective Date” shall mean the date on which this Agreement is executed by the

Parties.

. “Exhibit” shall mean any Exhibit to this Agreement, each of which is hereby

incorporated by reference.

. “Future Trust Fund Mismanagement Claims” shall mean claims by the Osage

Tribe, for harms or violations occurring after September 30, 2011, including but

not limited to claims that:

il

jii.

iv.

the United States failed to invest funds in the Osage Tribal Trust
Account and/or Other Osage Accounts in a timely manner or that
the United States maintained excessive cash balances in the Osage
Tribal Trust Account and/or Other Osage Accounts;

the United States failed to obtain an appropriate investment return
on funds in the Osage Tribal Trust Account and/or Other Osage
Accounts;

the United States failed to deposit monies into the Osage Tribal
Trust Account and/or Other Osage Accounts or to disburse funds
from the Osage Tribal Trust Account and/or Other Osage Accounts
in a proper and timely manner;

the United States disbursed monies from the Osage Tribal Trust
Account and/or Other Osage Accounts without the Osage Tribe’s
proper authorization; and,

the United States failed to report or provide information about the
United States’ actions or decisions relating to the Osage Tribal

Trust Account and/or Other Osage Accounts.

Future Trust Fund Mismanagement Claims shall not include claims by the Osage

Tribe, for harms or damages incwred or suffered by the Osage Tribe after

September 30, 2011, resulting from allegations that:
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the United States failed to collect revenues that are due to the
Osage Tribe, based on the terms of leases, agreements, or other
form of contracts;

the United States failed to collect revenues that are due to the
Osage Tribe based on the regulations governing the Osage Mineral
Estate; or that;

the United States mismanaged the Osage Mineral Estate or other
non-monetary trust resources of the Osage Tribe (for purposes of
this category of claim, claims that the United States mismanaged
the Osage Mineral Estate would include all claims and allegations

enumerated in Subsection 7{a}iy(3)).

“Headright” shall mean the right to a distribution of a portion of the pfoceeds of

the Osage Mineral Estate, as provided by the 1906 Act and the tribal roll created
pursuant to the 1906 Act.

“Headright Acquisition Notice” shall have the meaning set forth in Subsection

9(e).

“Headright Holder” shall mean the lawful owner of any interest in any

Headright, including fractional interests.

“Interior Department” or “Department of the Interior” shall mean the United

States Department of the Interior, including any and all of the Bureaus or agencies

thereof.

. “Osage Headright Holder” shall mean a Headright Holder who is eligible to

vote for the Osage Minerals Council, as determined by the records of the Bureau
of Indian Affairs.

. “Osage Minerals Council” shall mean the Osage Minerals Council in Article

XV, section 4 of the Osage Constitution dated March 11, 2006, as the successor to

all the powers and rights of the former Osage Tribal Council to act with respect to

the Osage Mineral Estate on behalf of itself and Headright Holders.

-5
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. “Osage Mineral Estate” shall mean the mineral estate, as reserved by the 1906

Act, of the Osage Reservation (as defined in the Act of June 5, 1872, 17 Stat. 228,
comprising all of Osage County, Oklahoma).

. “QOsage Tribal Trust Account” shall mean the account in the United States

Treasury designated PL.7386706, “Osage Tribe—Proceeds of Oil & Gas Leases
Royalties Etc.—Osage Reservation—7386” and the associated interest account

designated PL7886706, which was combined with PL7386706 in 1985.

. “Osage Tribe” shall mean the Osage Tribe of Indians of Oklahoma, the tribal

government established by the 1906 Act and now federally recognized as the

Osage Nation, and its predecessors and successors in interest.

“Osage Trust Team” shall mean the team of representatives that has been created
by the Osage Tribe from the Osage Minerals Council, the Osage Nation Congress,
and the Osage Nation Executive Branch and that has been authorized to manage
and direct litigation and settlement relating to the Osage Mineral Estate and the
Osage Tribal Trust Account, including the CFC Action.

“Other Osage Accounts” shall mean the Osage Tribe’s accounts, other than the
Osage Tribal Trust Account, including but not limited to any of the following
kinds of accounts held by the United States on behalf of the Osage Tribe:
Proceeds of Labor accounts; any Tribal Individual Indian Money (Tribal-related
1IM) accounts; any Indian Money Proceeds of Labor (IMPL) accounts; any
Treasury accounts; any legislative settlement or award accounts; and any
judgment accounts, including the accounts designated with the following account
nurnbers: JA9271121 (judgment fund for Indian Claims Commission Dockets
105, 106, 107, 108); P1.7385708 (Osage Fund); PL7387704 (Proceeds from Non-
0il & Gas—Osage Reservation); PL7469700 (Restored Funds Osage Tribe
Holding Account); PL7549701 (Commencement Money and Other Damages to
Tribal Trust Land as the Result of Drilling Operations 25 CFR 19); 9307000000
(Minerals Pass Thru Account for TAAMS Distributions for Mineral Interest);
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930N007753 (Distributions for Osage Tribe’s Acquired Headright Interest); and
930N013264 (Education Fund).

“Party” shall mean a party to this Agreement.
“Parties” shall mean all parties to this Agreement.

“Periodic Statement” shall mean the document that the United States provides to
the Osage Tribe through the Osage Minerals Council, on at least a quarterly basis,

providing the following account information as to the Osage Tribal Trust Account

and each of the Other Osage Accounts:
i. the source, type and status of the funds in each account;
ii. the beginning and ending balances of each account;
iii. all gains and losses in each account; and
iv. all receipts and disbursements for each account.
The form of a Periodic Statement shall be as set forth in Exhibits 6 and 7.
“Section” shall mean a section of this Agreement.

“Stipulation of Dismissal” shall mean the stipulation of dismissal of the CFC
Action that, pursuant to Section 6, the Parties are to jointly file in the CFC within

seven (7) calendar days of the Date of Payment.
“Subsection” shall mean a subsection of this Agreement.

“Total Settlement Amount” shall mean the sum of three hundred eighty million
dollars ($380,000,000), which shall constitute the entire amount of money to be
paid by the United States in settlement of the claims described in Subsection 7(a).

3. EXHIBITS.

The following Exhibits are attached to, and incorporated in this Agreement:

-
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a. Drafi Form of Stipulation of Dismissal With Prejudice
of CFC Action

b. Canvass Language

c. Resolution of Approval of Agreement by the
Osage Minerals Council

d. Resolution of Approval of Agreement by the
Osage Nation Congress

e. Expert Agreements

f. Periodic Statement for Osage Tribal Trust Account
through September 30, 2011 (not including the payment
required by Subsection 5(b}))

g. Periodic Statements for Other Osage Accounts
through September 30, 2011

h. Memorandum regarding determination of need for

negotiated rulemaking

i. Letter regarding the Interior Department’s annual audit of
all funds held in trust for the benefit of Tribes

pursuant to the Act of June 24, 1938 (25 U.S.C. § 162a)

Exhibit 1

Exhibit 2

Exhibit 3

Exhibit 4

Exhibit 5

Exhibit 6

Exhibit 7

Exhibit 8

Exhibit ¢

NO ADMISSION. This Agreement is the result of compromise and settlement

between the Parties. It shall not constitute nor be construed as an admission by

either Party, and it shall not be cited, used, admissible or relied upon as

precedent, evidence, or argument in any proceeding, except as may be

necessary to ensure compliance with its terms and conditions, or to carry out

the terms and conditions hereof. The payment of the Total Settlement Amount

does not represent an admission of any liability by the United States as to any

8-
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or all of the claims asserted or waived by the Osage Tribe on behalf of itself
and the Headright Holders and no amount is attributable to any particular

claim, waiver, release or covenant.

PAYMENT OF THE TOTAL SETTLEMENT AMOUNT. In consideration
of (1) the filing of the Stipulation of Dismissal required pursuant to Section 6,

(2) the waivers, releases and covenants not to sue set forth in Subsection 7(a),

and (3) the other commitments and covenants made by the Osage Tribe in this

Agreement, the United States shall pay the Total Settlement Amount, as

follows:

a. The United States shall deduct proper expenses as authorized by the Osage Tribe
through the Osage Minerals Council in the amount of thirty four million two
hundred thousand dollars ($34,200,000) from the Total Settlement Amount, and
pay the sum of those deducted expenses, no later than midnight Eastern Standard

Time on November 14, 2011, to the following payees in the following amounts:

i. Eight million one hundred thousand dollars ($8,100,000) to Pipestem Law
Firm PC; and

ii. Twenty six million one hundred thousand dollars ($26,100,000) to Akin
Gump Strauss Hauer & Feld LLP; and

b. Pay into the Osage Tribal Trust Account, an amount equal to three hundred forty-

five million eight hundred thousand dollars ($345,800,000) no Jater than midnight
Eastern Standard Time on November 14, 2011; and,

¢. Distribute from the Osage Tribal Trust Account the entirety of the amount

identified in Subsection 5(b) above to all Headright Holders pursuant to the 1906
Act no later than December 5, 2011.

6. FILING OF STIPULATION OF DISMISSAL OF PENDING CASES. Within
seven (7) calendar days of the Date of Payment, the Parties shall jointly file the
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Stipulatibn of Dismissal, substantially in the form of the draft set forth in Exhibit

1.

7. WAIVERS AND RESERVATION OF RIGHTS BY OSAGE TRIBE, ON
BEHALF OF ITSELF AND THE HEADRIGHT HOLDERS.

a. Waivers and Releases.

i.

Except as provided in Subsection 7(b), the Osage Tribe, on behalf of itself

and the Headright Holders, hereby waives and releases, and covenants not
to sue on, any and all claims and/or liabilities of any kind or nature
whatsoever, known or unknown, suspected or unsuspected, regardless of
legal theory, for any damages, equitable or specific relief, that are based
on harms or violations occurring on or before September 30, 2011, and
that refate to the Osage Tribe’s monetary or non-monetary trust assets or
resources that have been or could have been asserted by the Osage Tribe
on behalf of itself and/or the Headright Holders on or before September
30, 2011, including but not limited to the following:

1. all claims asserted, or that could have been asserted by the Osage
Tribe in the CFC Action;

2. all claims regarding the United States’ obligation to provide a
historical accounting or reconciliation of the Osage Tribal Trust
Account and the Other Osage Accounts or the United States’
fulfillment of such obligation;

3. all claims regarding the United States’ alleged mismanagement of

the Osage Mineral Estate, including but not limited to any claim or

allegation that:

a. the United States failed to make the Osage Mineral Estate

productive;

-10-
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. the United States failed to obtain an appropriate returm on,

or appropriate consideration for, the Osage Mineral Estate;

the United States failed to record or collect, fully or timely,
or at all, rents, fees, royalties, or other payments for the

transfer, sale, encumbrance, or use of the Osage Mineral
Estate;

. the United States failed to preserve, protect, safeguard, or

maintain the Osage Mineral Estate;

. the United States permitted the misuse or overuse of the

Osage Mineral Estate;

the United States failed to manage the Osage Mineral
Estate properly, including the approval of agreements for
the use and extraction of natural resources that are part of
the Osage Mineral Estate, and other grants to third parties
of authority to use the Osage Mineral Estate;

. the United States failed to enforce the terms of any permits,

leases or contracts for the transfer, sale, encumbrance, or

use of the Osage Mineral Estate;

. the United States failed to prevent trespass on the Osage

Mineral Estate;

the United States failed to report or to provide information
about the United States’ actions or decisions relating to, or

to prepare an accounting of the Osage Mineral Estate;

the United States transferred, sold, encumbered, allotted,

managed, or used the Osage Mineral Estate; and,

-11-
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k. the United States failed to manage the Osage Mineral
Estate properly by failing to undertake prudent transactions

for the sale, lease, use, or disposal of the Osage Mineral

Estate.

4. all claims regarding the United States’ alleged mismanagement of
the Osage Tribal Trust Account and Other Osage Accounts up
through and including September 30, 2011, including but not

limited to any claim or allegation that:

a. the United States failed to invest revenue in the Osage
Tribal Trust Account and/or Other Osage Accounts in a

timely manner;

b. the United States maintained excessive cash balances in the

Osage Tribal Trust Account and/or Other Osage Accounts;

c¢. the United States failed to obtain an appropriate return on
funds in the Osage Tribal Trust Account and/or Other

Osage Accounts;

d. the United States failed to deposit monies into the Osage
Tribal Trust Account and/or Other Osage Accounts or
disburse monies from the Osage Tribal Trust Account
and/or Other Osage Accounts in a proper and timely

manner;

e. the United States disbursed monies from the Osage Tribal
Trust Account and/or Other Osage Accounts without the

Osage Tribe’s proper authorization; and,

f. the United States failed to report or provide information
about the United States’ actions or decisions relating to the

Osage Tribal Trust Account and/or Other Osage Accounts.

-12-
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5, any claims arising out of or relating in any manner to the

negotiation or execution of this Agreement.

b. Reservation of Rights. Notwithstanding the waiver of claims, release and

covenant not to sue described in Subsection 7(a) above, the Osage Tribe shali
retain any right to:

i. subject to Subsection 8(h), assert any claim for harms or damages incurred

or suffered after September 30, 2011;

il. receive payment of any balance shown on the Periodic Statements
provided to the Tribe in accordance with Subsection 8(a) for any of the
Other Osage Accounts (copies of which are attached as Exhibit 7); and,

iii. assert any claims not otherwise waived herein.

No Effect. This Agreement shall have no effect on any claim that any individual

might have deriving from his or her ownership of the surface estate of lands.

. Date of Effectiveness of Waivers. The waivers, release and covenant not to sue

set forth in Subsection 7(a) shall take effect upon the Date of Payment.

8. ACCOUNTING MATTERS.

a. The United States has provided to the Osage Tribe a Periodic Statement for the

period through September 30, 2011, for the Osage Tribal Trust Account, a copy of
which is attached as Exhibit 6. This Periodic Statement reflects the balance of
funds in the Osage Tribal Trust Account as of September 30, 2011, prior to the
receipt into said account of the payment required by Subsection 5(b). Upon
receipt of the payment required by Subsection 5(b) into the Osage Tribal Trust

Account, the Osage Tribe accepts as accurate, as a matter of settlement and

compromise, the balance of the Osage Tribal Trust Account as of September 30,
2011 as set forth in the Periodic Statement attached as Exhibit 6. Upon receipt of
the payment required by Subsection 5(b) into the Osage Tribal Trust Account, the

Osage Tribe accepts, as a matter of settlement and compromise, Exhibit 6 as

13-
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constituting the accounting of the Osage Tribal Trust Account that is required by
law through September 30, 2011.

. The United States has provided to the Osage Tribe a Periodic Statement for the

period through September 30, 2011, for each of the following Other Osage
Accounts: JA9271121, PL7385708, PL7387704, PL7549701, PL 7469700,
930T000000, 930N007753, and 930N013264. The United States represents and
warrants that these are all of the Other Osage Accounts open as of the Effective
Date. Each of these Periodic Statements reflects the balance of funds in each of
these Other Osage Accounts as of September 30, 2011. A copy of the Periodic
Statements provided for each of these Other Osage Accounts is attached hereto as
Exhibit 7. Upon receipt of the payment required by Subsection 5(b) into the

Osage Tribal Trust Account, the Osage Tribe accepts as accurate, as a matter of

settlement and compromise, the balance of these Other Osage Accounts as of
September 30, 2011 as set forth in the Periodic Statements attached hereto as
Exhibit 7. Upon receipt of the payment required by Subsection 5(b) into the

Osage Tribal Trust Account, the Osage Tribe accepts, as a matter of settlement
and compromise, Exhibit 7 as constituting the accounting of the Other Osage
Accounts that is required by law through September 30, 2011.

. The United States shall provide to the Osage Tribe through the Osage Minerals

Council a Periodic Statement for the Osage Tribal Trust Account and each of the
Other Osage Accounts on a quarterly or, on request by the Osage Tribe through
the Osage Minerals Council, a maonthly basis. The Periodic Statement shall be
substantially in the form of Exhibits 6 and 7. The Osage Tribe agrees that the
United States’ provision of a Periodic Statement on at least a quarterly basis
fulfills the Secretary of the Interior’s obligation pursuant to 25 U.S.C. § 4011(b)
and 25 U.S.C. § 4043(b)(2)}(B)(ii).

. The United States has provided the Osage Tribe with a letter that relates to the

Interior Department’s annual audit of all funds held in trust for the benefit of
Tribes pursuant to the Act of June 24, 1938 (25 U.S.C. § 162a), a copy of which

-14-



O G0 =1 Oh th B W N

10
11
12
13
14

15
16
17
18
19
20
21
22

23

24
25
26
27
28
29

Execution Version

letter is attached as Exhibit 9. The United States currently posts audit information
relating to fulfillment of its obligation under 25 U.S.C. § 4011(c) on a public
website maintained by the Office of the Special Trustee. Conditioned upon the
Interior Department’s continued posting of annual audit information in like
manner on the public website maintained by the Office of the Special Trustee and
its compliance with Subsections 8(e) and (f), the Osage Tribe agrees that its
receipt of a letter that provides the same information as that set forth in Exhibit 9

satisfies the requirements of 25 U.S.C. § 4011(c), as such provision exists as of
the Effective Date.

. Upon written request from the Osage Tribe acting through the Osage Minerals

Council, the Interior Department shall provide the Osage Tribe or its specified
agent with access to or an electronic copy of all accounting data in the Trust Fund

Accounting System for the Osage Tribal Trust Account and the Other Osage
Accounts.

Upon written request from the Osage Tribe, acting through the Osage Minerals
Council, the Interior Department shall provide the Osage Tribe or its specified
agent with on-site access to all relevant records in the Office of the Special
Trustee (including but not limited to records located in Pawhuska, Oklahoma and
Albuquerque, New Mexico) at least once a year for the purpose of conducting an
audit of the Osage Tribal Trust Account and the Other Osage Accounts. Such
access shall include access to the documents, a work area for the Osage Tribe or

its specified agent, and copies of specified documents upon request.

g. After the Date of Payment, the following provisions shall apply:

i. Any objections that the Osage Tribe has regarding the completeness or
accuracy of information provided by the United States in a Periodic
Statement must be presented in writing within two (2) years after the close
of the calendar year in which the reported period occurs or one (1) year
after the Periodic Statement is received by the Osage Tribe, whichever is

later. The written objection shall include a reasonably particular

-15-
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description of the grounds for the objection. The Osage Tribe acting
through the Osage Minerals Council shall present the written objection to

the Department of the Interior, by U.S. certified mail, at the following
address:

United States Department of the Interior

Office of the Special Trustee for American Indians

1849 C Street, N.W., Mail Stop 2603

Washington, D.C. 20240

Attn: Director, Office of Trust Review and Audit

A copy of the written objection shall also be provided to the Regional
Director of the Eastern Oklahoma Regional Office of the Bureau of Indian
Affairs. Within sixty (60) days after receiving the Osage Tribe’s written
objection, the Interior Department shall:

(a) provide the Osage Tribe through the Osage Minerals Council

with a revised Periodic Statement, if applicable;

(b) explain in writing why the original Periodic Statement was

correct; or

(¢) advise the Osage Tribe through the Osage Minerals Council in
writing that additional time is needed to respond to the

objection.

ii. The Osage Tribe through the Osage Minerals Council can request

additional information in the possession or control of the Department of
the Interior regarding the Osage Tribal Trust Account or the Other Osage
Accounts at any time. The Osage Tribe acting through the Osage Minerals

Council shall direct such requests in writing to the following address:

United States Department of the Interior

Office of the Special Trustee for American Indians
1849 C Street, N.W.,, Mail Stop 2603

Washington, D.C. 20240

Attm: Director, Office of Trust Review and Audit

-16-
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The United States will make best efforts to comply with additional

information requests submitted under this Section.

iii. The information reported in a Periodic Statement mailed by the Interior
Department to the Osage Tribe through the Osage Minerals Council, to
which no objection in writing is made to the Interior Department within
two (2) years after the close of the calendar year in which the reported
period occurs or one (1) year after the Periodic Statement is received by
the Osage Tribe, whichever is later, shall be presumed to be accurate and
correct; provided that such presumption shall apply only to Future Trust
Fund Mismanagement Claims. A failure by the Osage Tribe acting
through the Osage Minerals Council to make a timely written objection to
information reported in a Periodic Statement shall have no other legal
effect or consequence, except for the foregoing presumption and the

conditional waiver of Future Trust Fund Mismanagement Claims set forth

in Subsection 8(h). This limitation of legal effect shall not apply to other

acts and omissions of the Parties, if any, with regard to any future claims

or defenses of the Parties.

b. Excepting claims of fraud or gross negligence, the Osage Tribe conditionally
waives and covenants not to sue the United States, its agencies (including but not
limited to the Interior Department and the Treasury Department), its officials, its
employees, or its agents, for Future Trust Fund Mismanagement Claims relating
to the Osage Tribal Trust Account and Other Osage Accounts for a particular
calendar year, if the Osage Tribe acting through the Osage Minerals Council does
not present an objection in writing to the Department of the Interior, as specified

in Subsection 8(g). This waiver and covenant not to sue is conditioned on (i) the

Interior Department continuing in the future, at a minimum, to provide the Osage
Tribe through the Osage Minerals Council with the Periodic Statements described

herein and (ii) the Interior Department’s compliance with Subsections 8(¢) and
(f).

-17-
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9, MANAGEMENT OF MINERAL ESTATE.

a.  Oil and Gas. After the Effective Daie, the United States shall provide the
following information to the Osage Minerals Council regarding the United States’

management of the oil and gas deposits within the Osage Mineral Estate.
t. Oil. For all oil produced from the Osage Mineral Estate:

1. Upon written request by the Osage Minerals Council, the United

O e 1 N

10

12
13
14

15
16
17
18
19
20
21

22
23
24
25

26
27

States shall provide to the Osage Minerals Council scanned copies
of each run ticket left by each purchaser at the tank battery for each
sale, showing the date of sale, well or lease identity, lease operator,
purchaser, gravity of oil sold, and the temperature of the oil sold.
The United States shall also provide table tank data in order to
determine the volume of oil sold. The United States shall provide
the scanned copies of each run ticket and the table tank data within
thirty (30) days of its receipt of the written request.

. On a quarterly basis, the United States shall provide the Osage

Minerals Council with scanned copies of each monthly purchaser
statement issued by the purchaser to the producer, containing the
date of the sale, well or lease identity, lease operator, purchaser,
volume of oil sold, gravity of 0il sold, price paid per barrel for the
sale, 40-degree price used for the sale, gravity adjustment scale

used for the sale, and total amount paid for the sale.

. On a quarterly basis, within thirty (30) days of the close of the

quarter being reported, the Osage Agency shall provide the Osage
Minerals Council with a report detailing the following information

for the quarter being reported:

a. The total amount of severance tax deducted from sales of

oil;
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b. the number of gaugers employed by the Osage Agency;

¢. the number of gaugings performed at each tank battery, and

any discrepancies discovered; and,

d. any measures taken by the Osage Agency to detect,
measure, and recover royalties for volumes of oil lost
through theft, spillage, mis-measurement, or any other

means.

. Gas. For all gas produced on the Osage Mineral Estate, the United States
shall provide the Osage Minerals Council the following documents and

information on a quarterly basis:

1. for all production of gas at each oil or gas well during the quarter

being reported, scanned copies of documents showing the total

volume of raw gas measured at the well;

. for all production of gas at each oil or gas well during the quarter

being reported, scanned copies of documents showing the BTU

value of raw gas produced at the well;

. for each sale of gas during the quarter being reported, a scanned

copy of the periodic gas analysis report taken by the purchaser,
showing the components of raw natural gas, and the purchaser
statement showing the volume of gas produced at the well, the total
value paid for the raw gas, BTU content, percentage of residue gas
paid to or returned to the producer, percentage of residue gas
retained by the purchaser, volume of natural gas liquids (“NGLs™)
recovered from the raw gas stream, the percentage of NGLs paid to
or returned to the producer, percentage of NGLs retained by the
purchaser, deductions for gathering, deductions for compression,
deductions for dehydration, price used to value the residue gas,

price used to value the NGLs;

-19-
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4. acopy of each gas sale and purchase contract; and

5. areport from the Osage Agency detailing its efforts to detect or
prevent the release, venting, flaring, theft, or production of gas
from the Osage Mineral Estate without the payment of royalties

thereon.

Manner, Type, Format, or Source of Information To Be Superseded.

Upon the effective date of the rules or regulations adopted through the

negotiated rulemaking described in Subsection 9(b) below, the information

that the United States shall provide to the Osage Tribe, through the Osage
Minerals Council, regarding the United States’ management of the o1l and
gas deposits within the Osage Mineral Estate, as described in this

subsection above, shall then be provided in accordance with the effective

rules or regulations.

b. Negotiated Rulemaking. To improve the management of the Osage Mineral

Estate, the Department of the Interior agrees to engage at the earliest date

practicable after the Effective Date in a negotiated rulemaking with the Osage
Tribe pursuant to 5 U.S.C. §§ 561-5704, in accordance with the terms of that Act
and in accordance with the Determination of Need under 5 U.S.C. § 563 attached

hereto as Exhibit 8. The scope of the negotiated rule-making should include, but

need not be limited to, the following:

i

Identifying the appropriate information needed from all operators,
purchasers and payers who are associated with the Osage Mineral Estate
and developing and implementing standardized reporting to manage

diligently production and accounting;

Identifying the source, manner, and format of transmission whereby the

information required by Subsection 9(a) will be provided to the Osage
Minerals Council;

20-
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iti. Identifying appropriate revisions to the methods for calculating royalties
and rentals for oil and gas, including but not limited to royalty rates,

royalty value (pricing), and rental rates;

iv. Identifying the best feasible practices for developing and conducting

onsite inspection programs;

v. Identifying the feasibility of implementing technological enhancements
for generating run tickets and other production data for reporting that

information to the Osage Tribe and the United States;

vi. Identifying the best feasible practices for gauging oil and gas production

and the resources needed to implement the strategy selected;

vii. Identifying and implementing the best feasible practices for tank battery
gauging; and,

viii.  Determining and documenting the formal communication needed to

manage diligently the Osage Mineral Estate between the Osage Tribe, the

Osage Minerals Council and the United States.

Consultation. The United States shall meet with the Osage Minerals Council at
least twice each year to review issues identified in writing by the Osage Minerals
Council relating to the management and administration of the Osage Mineral
Estate. The Parties shall establish the annual schedule for such meetings in
January of each year. The first such meeting shall take place in January 2012 on a
date that is mutually agreed. The Osage Minerals Council shall submit its agenda
of issues to be discussed in the upcoming consultation meeting in writing at least
thirty (30) days in advance of the meeting. The United States and the Osage
Minerals Council agree that the agenda for the first consultation will addreés a
plan to undertake a review of gauging activities on the Osage Mineral Estate and
make recommendations to the Parties as to how to improve the procedure and

frequency of gauging, including the means, techniques and tools for measurement

21-
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used for gauging sufficient to meet industry standards. The Osage Minerals
Council’s agenda of issues to be discussed may include reasonable requests for
information from the Osage Agency relating to topics that are to be discussed
during the upcoming meeting. The Osage Agency shall make best efforts to
provide the information requested by the Osage Minerals Council in advance of
the meeting in which the information is to be discussed. The purpose of these
meetings shall be to identify and recommend in writing to the United States and
the Osage Tribe improvements that could be made in the overall management and
administration of the Osage Mineral Estate. At least one (1) representative from
the United States in these meetings shall be a representative from the Office of the
Director of the Bureau of Indian Affairs. The United States and the Osage Tribe
agree to consider and pursue in good faith any recommendations made as a result
of these consultations. The United States and the Osage Minerals Council shall
prepare a joint written annual report setting forth the topics of issues discussed
during the preceding year, the recommendations and actions agreed upen, and the
outcomes identified, if any. The report shall also include a list of additional topics
and issues that the Parties have identified for further review and consideration in
future meetings. If the Parties are unable to agree upon the language of any part
of such annual report, each Party may include its own written views on the topic
in question. The Parties shall submit the annual report to the Secretary of the
Interior and the Principal Chief of the Osage Tribe no later than February 15 of

each vear, beginning in 2012.

. Restoration of Unclaimed Distributions and Payments. As soon as practicable

after the Effective Date but not later than one (1} year after the Effective Date, the
United States shall identify all funds that are “unclaimed” within the meaning of
25 U.S.C. § 164 (75 Stat. 584) that are derived from the Osage Tribal Trust
Account and all Other Osage Accounts. The United States shall promptly restore
to the Osage Tribal Trust Account any unclaimed funds so identified that are
eligible for such restoration pursuant to 25 U.S.C. § 164, whereupon such funds
will be re-distributed in accordance with Section 4 of the 1906 Act.
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e. Notice of Desire to Acquire Headrights. Upon written request from the Osage
Minerals Council, the United States shall transmit no more than once annually for
the years 2012 and 2013, a written notice to all non-Osage Headright Holders
notifying such Headright Holders of the Osage Tribe’s interest in having
Headrights transferred in accordance with Pub. L. No. 98-605, October 30, 1984,
98. Stat. 3163 (“Headright Acquisition Notice™). The Headright Acquisition
Notice shall be in a form provided to the United States by the Osage Minerals
Council, and shall be subject to the United States’ approval, such approval not to
be unreasonably withheld. The Headright Acquisition Notice shall set forth the
Osage Tribe’s interest in having Headrights transferred in accordance with Pub. L.
No. 98-605, October 30, 1984, 98 Stat. 3163; any background information that the
Osage Minerals Council considers relevant to that interest;, and the procedure for a
Headright Holder to follow if he or she is interested in transferring ownership of
his or her Headright in accordance with Pub. L. No. 98-605, October 30, 1984, 98
Stat. 3163. The United States’ obligation under this Subsection shall be limited to
the following: (i) reviewing and approving the Headright Acquisition Notice; and
(ii) transmitting the Headright Acquisition Notice to non-Osage Headright
Holders by U.S. mail, or other reasonable means of transmission. Beginning in
2014, should the Osage Tribe elect to continue with the transmission of such
mailings to non-Osage Headright Holders, the Osage Minerals Council may
request no more than once annually that the Osage Agency affix mailing labels for
such non-Osage Headright Holders to letters prepared and stamped by the Osage
Tribe and place such letters in the U.S. mail for delivery.

10. EFFECTIVE DATE. This Agreement shall be effective on the Effective Date.

11.

In the event the United States fails for any reason to make the payment required
by Subsection 5(b} within sixty (60) days of the execution of this Agreement,

this Agreement, including its terms, conditions, waivers, releases, covenants not

to sue, and dismissals, shall be voidable by the Osage Tribe in its sole

discretion.
OTHER PROVISIOQONS.
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. Entire Agreement Between Parties. This Agreement is the entire agreement

between the Parties with respect to the matters set forth herein. All prior
conversations, meetings, discussions, drafts, and writings of any kind are

specifically superseded by this Agreement.

. Modification. The terms of this Agreement may not be changed, revised, or

modified, except as provided by a written instrument that is signed by the Parties.

Compliance with Anti-Deficiency Act. No term or provision of this Agreement
will constitute or will be construed as a commitment or a requirement that the
United States obligate or pay funds in contravention of the Anti-Deficiency Act,
31 U.S.C. § 1341, or any other applicable law or regulation.

. No Modification of Trust Relationship. Nothing in this Agreement shall have

the effect of altering existing federal law or regulations relating to the trust

relationship and dealings between the Parties.

Authority of Parties to Enter Into Agreement. The undersigned
representative(s) for each Party certifies that he or she is fully authorized by the
Party whom he or she represents to enter into the terms and conditions of this

Agreement and to bind legally such Party to it. The Osage Tribe enters this
Agreement on behalf of itself and the Headright Holders.

Required Party. The Parties agree that the Osage Tribe is the only party with
standing and interest to bring claims relating to the accounting and management
of funds in the Osage Tribal Trust Account and Other Osage Accounts or claims
relating to the management of the Osage Mineral Estate. The Parties further agree
that the Osage Tribe’s interest in any such claim is such that the Osage Tribe
would be a required party for purposes of Rule 19(a) of the Federal Rules of Civil

Procedure and for purposes of Rule 19(a) of the Rules of the Court of Federal
Claims.

. No Cooperation. The Osage Tribe, its officers or employees, including the

Osage Minerals Council, shall not aid, assist, or support in any way any individual

24-



O @ ~1 o v B W N

10

12
13
14
15
16

17
18
19
20
21
22
23
24

23
26
27
28
29

Execution Version

or party in the development, initiation, or litigation of a claim against the United
States that the Osage Tribe has otherwise waived in this Agreement, including in
the form of sharing evidence, documents, materials, or other information the
Osage Tribe, their counsel, consultants, experts, or confractors possess relating to
the claims in the CFC Action. The Osage Tribe has obtained contractual
commitments from its experts and consultants in the CFC Action that these
experts and consultants will not advise, assist, or support in any way any
individual or party in the development, initiation, or litigation of a claim against
the United States that the Osage Tribe has otherwise waived in this Agreement, a
list of which experts and consultants is attached as Exhibit 5. Copies of these

contractual commitments are also attached as Exhibit 5.

. Esecution of Agreement in Counterpart. This Agreement may be executed in

one or more counterparts, each of which shall copstitute an original, and all of
which, taken together, shall constitute one and the same instrument. Facsimile

signatures shall have the same effect as original signatures in binding the Parties
hereto.

Informed Consent. The Parties agree that they negotiated this Agreement in good
faith and that they were represented by competent counsel throughout the
settlement negotiations, leading up to and including the final execution of the
Agreement. The Parties further agree that, prior to executing the Agreement, their
respective counsel fully informed them of the contents and consequences of the
Agreement and that each Party independently concluded that entering into the

Agreement was a fair and reasonable disposition of the factual and legal disputes
described herein.

Informal Dispute Reselution Process Relating to Agreement. After the
Effective Date, if there is a dispute over compliance with any term or provision of
this Agreement, the disputing Party will notify the other Party in writing of the
dispute. The Parties will attempt to work out the dispute informally, as set forth

below, before seeking judicial review.
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The disputing Party will engage the other Party in informal dispute
resolution. During this informal dispute resolution period, which will not exceed
sixty (60) calendar days (unless the Parties agree to an extension of the period),
the Parties shall meet as many times as both Parties deem necessary to discuss and

attempt to resolve the dispute.

At the end of the informal dispute resolution period, if the Parties are unable to
resolve the dispute through informal dispute resolution, either Party may take

such action as it deems appropriate, including but not limited to filing an action in

a federal court of competent jurisdiction.

i.  Resolution of disputes arising under Section 9. If a dispute arises
relating to fulfillment of the obligations of Section 9, after the period for
informal dispute resolution set forth in Subsection 11(j) has expired, the

following procedures shall apply.

1. If the Osage Tribe believes that the United States has failed to fulfill
any obligation set forth in Subsections 9(a), (b), (c), or (&), the Osage

Tribe may seck to enforce such obligations in accordance with

applicable federal law and regulation. If the Osage Tribe seeks
administrative review within the Bureau of Indian Affairs of any
alleged failure or violation on the part of the United States of its
obligations set forth in Subsections 9(a), (b), (), or (e), the Osage

Tribe may, in its sole discretion, submit a written request for specific
performance of the obligation allegedly being violated directly to the
Eastern Oklahoma Regional Director of the Bureau of Indian Affairs in
accordance with 25 C.ER. 2.8. Notwithstanding any other provision
set forth in 25 C.F.R. Part 2, the Eastern Oklahoma Regional Director
of the Bureau of Indian Affairs shall render a decision on the matter as
set forth in the Osage Tribe’s request for decision within thirty (30)
days of the Bureau’s receipt of the letter setting forth the request. The
Osage Tribe may appeal the decision of the Eastern Oklahoma
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Regional Director of the Bureau of Indian Affairs to the Interior Board

of Indian Appeals in accordance with 25 C.F.R. 2.20 and 43 C.F.R.
Part 4.

. Notwithstanding any waiver, release or covenant not to sue set forth in

Section 7, the Osage Tribe may seek any redress for any alleged

violation of Subsection 9(d) in accordance with applicable federal law

and regulation in any forum of competent jurisdiction.

. The United States retains the right to assert all defenses in any action

brought by the Osage Tribe to enforce any provision of this
Agreement, including Section 9, whether administrative or judicial,

and nothing in this paragraph shall be deemed a waiver of any defense.

27-



Execution Versiorn

1  IN WITNESS WHEREOF, the Parties have executed this Agreement dated as of the day and

2 year first written above.

3 FORTHE OSAGE TRIBE

4
Q\M \/\

5
6 Dydley Whlteh rn
7  Chairman of the Osage Trust Team and Member of the Osage Minerals Council

9 | Y B
10  Galen Crum

11 Chairman of the Osage Minerals Council and Member of the Osage Trust Teamn

-

7

14 /
15  Cynija Boone
16  Member of the Osage Trust Team and Member of the Osage Minerals Council

17

18 Mﬁé&lm@

19 Jérri Jean Branstetter
20 Speaker of the Osage Nation Congress and Member of the Osage Trust Team

21

22 O{A-D %J/

23 . Red Eagle
24 Pr cipal Chief and Membel of the Osage Trust Team

26
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FOR THE UNITED STATES

o/

Qj@x—l—da’us./z/a’m

FJ
Date

71/

Igngcia S. Moreno

Assistant Attorney General, Environment and Natural Resources Division
U.S. Department of Justice
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FORM OF STIPULATION OF DISMISSAL
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IN THE UNITED STATES COURT OF FEDERAL CLAIMS

THE OSAGE TRIBE OF INDIANS
OF OKLAHOMA,
Plaintiff,
V.

THE UNITED STATES OF AMERICA,

Defendant.

)
)
) No. 99-550L

) (into which has been consolidated
) No. 00-169L)

) Chief Judge Emily C. Hewitt

)

)

)

)

)

)

JOINT STIPULATION OF DISMISSAL WITH PREJUDICE

Pursuant to Court of Federal Claims Rule 4 1{a){(1)(A)(ii), Plaintiff Osage Nation and/or Tribe

of Indians of Oklahoma and Defendant United States of America jointly stipulate that these

consolidated cases are dismissed with prejudice, in accordance with a settlement agreement dated

XXRXXXXXKXK.

Respectfully submitted this XX day of X XXXXXX, 2011,

s/ Wilson K. Pipestem
WILSON K. PIPESTEM
Pipestem Law Firm, P.C.

1333 New Hampshire Ave., NW
Washington, D.C. 20036

Tel: 202-419-3526

Fax: 202-659-4931
wkpipestem{@pipestemlaw.com
ATTORNEY FOR PLAINTIFF

IGNACIA S. MORENO
Assistant Attorney General

s/ Joseph H. Kim
JOSEPH H. KIM, IL Bar #6243249
U.S. Department of Justice
Environment & Natural Resources Division
Natural Resources Section
P.O. Box 663
Washington, D.C. 20044-0663
Tel: 202-305-0207
Fax: 202-353-2021
joseph. kim{@usdoj.gov
ATTORNEYS FOR DEFENDANT
UNITED STATES OF AMERICA

OF COUNSEL:



Execution Version

ROMNEY PHILPOTT, CO Bar #35112
BRIAN COLLINS, TX Bar # 24038827
U.S. Department of Justice

Environment & Natural Resources Division
Natural Resources Section

P.O. Box 663

Washington, D.C. 20044-0663

Tel: 202-305-0258

Tel: 202-305-0428

ERICKA HOWARD

HOLLY CLEMENT

DONDRAE MAIDEN

Office of the Solicitor

Unifed States Department of the Interior
Washington, D.C. 20240

REBECCA SALTIEL

THOMAS KEARNS

Office of the Chief Counsel

Financial Management Service

United States Department of the Treasury
Washington, D.C. 20227
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EXHIBIT 2

BALLOT INSTRUCTIONS

Each ballot is numbered and is not transferable. Only the person named on the envelope
may complete the enclosed ballot.

Use ink.

Mark only one box. Shade the box next to your choice, or place an X or a check mark in.
the box.

If you make a mistake and mark the wrong box, you may write on the ballot to make a
correction clearly indicating your choice.

Sign and date the ballot.
Print your name and address in the lower right corner of the ballot.

Return your ballot in the enclosed envelope. If you did not receive an envelope or have
lost the envelope, mail your ballot by U.S. Mail to:

Bureau of Indian Affairs
Osage Agency

P.O. Box 1046
Pawhuska, OK 74056

DO NOT HAND DELIVER YOUR BALLOT. Ballots must be mailed to the Osage
Agency by U.S. Mail to ensure consideration.

To ensure consideration, ballots should postmarked no later than September 19, 2011.
If you have guestions about the ballot or about the settlement, you are encouraged to raise

those questions at one of the remaining informational meetings with the Osage Trust
Team and its outside counsel:

Friday, September 2 Osage Event Center
7:00 p.m. local time Located in the Tulsa Casino
951 West 36th Street North
po_seices ) Tulsa, OK 74127
Saturday, September 3 Akin Gump Strauss Hauer & Feld LLP
1:00 p.m. local time 1700 Pacific Avenue, Suite 4100
Dallas, TX 75201 B

If you cannot attend a meeting and still have questions, please call the Osage Minerals
Counci! at (918) 287-5433.
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CANVASS LANGUAGE

‘BALLOT

S ——

Mark ONE Only

ISUPPORT the actions of the Osage Minerals Coungil in approving settiement of claims regarding
the United States’ alleged mismanagement of the Osage Tribal Trost Account aod other Osage Trust
Accounts and the Osage Mineral Estate.

' ‘ 1 DO NOT SUPPORT the actions of the Osage Minerals Council in approving seftlement of claims
] regarding the Uniled States” alleged mismanagement of the Osage Tribal Trust Account and ather
Osage Trust Accounts and the Osage Mineral Estate.

SIGNATURE: - 2 PRINT NAME:

DATE: N ] ADDRESS:

0001 - T
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EXHIBIT 3

Resolution of Approval of Agreement by the
Osage Minerals Council



RESOLUTION OF

THE OSAGE MINERALS COUNCIL

WHEREAS, 2-67

1.

10.

11,

The Osage Tribe Allotment Act of 1906 and the amendments thereto (1906 Act”™)

reserved the mineral estate of the Osage Reservation to the Osage Tribe (“Osage
Mineral Estate™);

Pursuant to the 1906 Act, the revenues from the Osage Mineral Estate are to be
placed in the Osage Tribe’s tribal trust account (“Osage Tribal Trust Account™);

. Pursuant to the 1906 Act, the revenues placed in the Osage Tribal Trust Account

are to be distributed to the holders of Headrights;

The Osage Minerals Council, established pursuant to Article XV of the Osage
Nation Constitution, is an independent agency within the Osage Nation;

The Osage Nation Constitution vests the Osage Minerals Council with the power
to administer and develop the Osage Mineral Estate in accordance with 1906 Act,
previously vested in the Osage Tribal Council;

The Osage Minerals Council has the authority to act for, to protect the interests of,
and to bind Headright Holders with respect to matters relating to the Osage
Mineral Estate, including the initiation, prosecution and settlement of claims
relating to the Osage Mineral Estate;

The Osage Tribe initiated proceedings in the U.S. Court of Federal Claims
{*CFC”) to seek money damages from the United States for alleged breaches and
failures on the part of the United States in the collection of revenues due to the
Osage Tribal Trust Account, and the United States’ subsequent management and
disbursement of such revenues, among other claims (“CFC Action™),

The CFC has held that under the 1906 Act, the Osage Tribe is the only proper

party with standing to seek money damages for the breaches and failures alleged
in the CFC Action;

A team of five representatives from the Osage Minerals Council, the Osage
Nation Congress, and the Osage Nation Executive Branch have been designated
to manage and direct litigation relating to the Osage Mineral Estate and the Osage
Tribal Trust Account, including the CFC Action (“Osage Trust Team”);

The United States has initiated settlement negotiations with the Osage Trust
Team, '

The United States and the Osage Trust Team have negotiated in good faith and
have arrived at a proposed settlement of litigation relating to the Osage Mineral



Estate and the Osage Tribal Tiust Account, inchuding the CFC Action, for an
amount totaling $380,000,000, and other valuable consideration;

12. The Osage Trust Team has consulted with Osage Headright Holders, by:
a. The transmission of written materials explaining the proposed settlement;
b. Holding a series of meetings with Osage Headright Holders at which
representatives of the Osage Trust Team and its lawyers have explained
the proposed settlement; and,
. In cooperation with the Osage Trust Team, the United States has

conducted a canvass of Osage I—Ieadnght Holders for approval of the terms
of the settlement;

13. A majority of the voting Osapge Headright interests agree that the proposed
settlement should be approved; and

14, The Osage Minerals Councit has carefully considered the proposed settlement;
THEREFCORE, BE IT RESOLVED,
The Osage Minerals Council approifes the proposed seltlement, authorizes the payment of

attomeys’ fees in accordance therewith, and authorizes the Trust Team and the members
thereof to execute the settlement agreement.

CERTIFICATION

1hercby certify the foregoing Resolution No. 2-67 was considered by the Osage Minerals Couneil
at a duty calied ineeting in Pawhuska, Oklahoma, at whick a quorum was present and the same
was adopted by a vete of _L in favor and _| opposed on this 26th day of September, 2011.

&7

Attest: Chairmnan, Galen C-rum

QfﬁumﬂMnmﬁ%)

Secretary, Fawn Cheshewa]la

o
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EXHIBIT 4

Resolution of Approval of Agreement by the
Osage Nation Congress
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SPONSOR:

OSAGE NATION CONGRESS
3" Session of the 2" Congress
RESOLUTION NUMBER ONCR 11-22
ENROLLED

September 26, 2011

Jerri Jean Branstetter

CO-SPONSOR(S): Daniel Boone, Shannon Edwards, Archie Mason,

Raymond Red Corn, Geoffrey Standing Bear and William
Supernaw

A Resolution

To approve the proposed settlement of litigation against the United States relating to the Osage Mineré!
Estate; and 1o authorize the Principal Chief and the Speaker of the Congress to

execute the settlement agreement.

Be it resolved by the Congress of the Osage Nation:

WHEREAS,

1.

The Osage Tribe Allotment Act of 1906 and the amendments thereto

. (%1906 Act”) reserved the muneral estate of the Osage Reservation to the

Osage Tribe (“Osage Mineral Estate™);

Pursuant to the 1906 Act, the revenues from the Osage Mineral Estate are
to be placed in the Osage Tribe’s tribal trust account held by the U.S.
Treasury (“Osage Tribal Trust Account™),

Pursuant to the 1906 Act, the revenues placed in the Osage Tribal Trust
Account are to be distributed to the holders of Headrights;

The Osage Minerals Council has the authority to act for, to protect the
interests of, and to bind Headright Holders with respect to matters relating
to the Osage Mineral Estate, including the initiation, prosecution and
settlernent of claims reiating to the Osage Mineral Estate;

The Osage Tribe initiated proceedings in the U.S. Court of Federal Claims
(“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of
revenues due to the Osage Tribal Trust Account, and the United States’
subsequent management and disbursement of such revenues, among other
claims (“CFC Action”);
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11.

12.

The CFC has held that under the 1906 Act, the Osage Tribe is the only

proper party with standing to seek money damages for the breaches and
failures alleged in the CFC Action;

A team of five representatives from the Osage Minerals Council, the
Osage Nation Congress, and the Osage Nation Executive Branch have
been designated to manage and direct litigation relating to the Osage
Mineral Estate and the Osage Tribal Trust Account, including the CFC
Action (“Osage Trust Team”);

The United States has initiated settlement negotiations with the Osage
Trust Team;

The United States and the Osage Trust Team have negotiated in good faith
and have arrived at a proposed settlement of litigation relating to the
Osage Mineral Estate and the Osage Tribal Trust Account, including the

CFC Action, for an amount totaling $380,000,000, and other valuable
consideration; ’

The Osage Trust Team has consulted with Osage Headright Holders, by:

a. The transmission of written materials explaining the proposed
settlement;
b. Holding a series of meetings with Osage Headright Holders at

which representatives of the Osage Trust Team and its lawyers
have explained the proposed settlement; and

c. In cooperation with the Osage Trust Team, the United States has
conducted a canvass of Osage Headright Holders for approval of
the terms of the settiement;

A majority of the voting Osage Headright interests agree that the proposed
settlement should be approved;

The Osage Minerals Council is expected to consider and approve the
proposed settlement to authorize its members on the Osage Trust Team to
execute this Agreement by resolution;

NOW, THEREFORE, BE 1T RESOLVED,

The Osage Nation Congress approves the proposed settlement, authorizes the

payment of attorneys’ fees in accordance therewith, and authorizes the Principal Chief
and the Speaker of the Osage Nation Congress, both of whom are members of the Osage
Trust Team, to execute the settlement agreement.
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ADOPTED by the Osage Nation Congress on this 26™ day of September, 2011.

IN WITNESS WHEREOF, the Speaker of the Osage Nation Congress has

hereto attached her signature.

Jfri Jean Branstetter, Speaker
Osage Nation Congress

I, THE UNDERSIGNED, CERTIFY THAT THE FOREGOING IS A TRUE
EXTRACT FROM THE MINUTES OF THE Osage Nation Congress comprised of
twelve members and one ex-officic member with 11 members attending this meeting on
the 26 day of September, 2011, and that the above is in conformity with the provisions
therein adopted by a vote of 10 in favor, O against, 1 abstention and 1 absent.

Daniel Boone abstain
Jerri Jean Branstetter yes
Shannon Edwards absent
John Free yes
Alice Goodfox yes
Archie Mason yes
Raymond Red Corn yes
Eddy Red Eagle, Ir. yes
Anthony Shackelford yes
Mark Simms ves
Geoffrey Standing Bear yes
William Supernaw yes

Said Resolution has not been rescinded or amended in any way and the above is
the signature of the Speaker of the Osage Nation Congress.

Barbara Rice, Clerk
Osage Nation Congress
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APPROVAL

I, the Principal Chief of the Osage Nation, hereby afﬁx my signature this 9\ [( day of
, 2011, to the above Resolution No. ONCR 11-22 authonzmg itto

become a law under the Constitution of the Osage Nation.
s/ 5 7/

John d Eagle Pr1nc1pd
Osage N
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EXHIBIT 5

List of Experts and Consultants and Consultant Contracts

Dan Reineke

Joseph Harry

Jim Pairis

Stephen Jay

Bruce Kramer
Christopher James
Cornerstone Research



AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Daniel T. Reineke,

P.E., and the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal

government established by the 1906 Act and now federally recognized as the Osage Nation, and

its predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal

Claims (*CFC") to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

. WHEREAS the Osage Tribe engaged Mr, Reineke to provide expert witness

testimony in the CFC Action, and he provided such testimony;

WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement’);

. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

W HEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, er other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitiments from its experts and consultants in the
CEC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

l. Daniel T. Reineke, P.E., will not advise, assist, or support in any way any individual or
party in the development, initiation, or litigation of a claim against the United States that

the Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement.

2. Daniel T. Reineke, P.E., shall comply with any applicable confidentiality and/or

protective orders issued in the CFC Action.

3. Subject to the restrictions above, nothing in this agreement limits or prevents Daniel T.
Reineke, P.E., from assisting any other tribe in any way desired by that tribe in bringing
and prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement.

4, The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Daniel T. Reineke, P.E.

/%%ﬁ_’

Daniel T. Reineke, P.E.

John D. Red Eagle
Principal Chief
Osage Nation



AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Daniel T. Reineke,
P.E., and the Osage Tribe (meaning the Osage Tribe of Indians of Okiahoma, the tribal
government established by the 1906 Act and now federally recognized as the Osage Nation, and

its predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC™) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

bh. WHEREAS the Osage Tribe engaged Mr. Reineke to provide expert witness

testimony in the CFC Action, and he provided such testimony;

c¢. WHEREAS the Osage Tribe and the United States have negotiated a proposed
settlement agreement that would settle the claims in the CFC case (“Settlemén‘r

Agreement”);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the ¢laims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consuitants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

Daniel T. Reineke, P.E., will not advise, assist, or support in any way any individual or
party in the development, initiation, or litigation of a claim against the United States that

the Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement.

Daniel T. Reineke, P.E., shall comply with any applicable confidentiality and/or
protective orders issued in the CFC Action.

Subject to the restrictions above, nothing in this agreement limits or prevents Daniel T.
Reineke, P.E., from assisting any other tribe in any way desired by that tribe in bringing
and prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Scttlement Agreement.

The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections | and 2 against Daniel T. Reineke, P.E.

Daniel T. Reineke, P.E.

Jo
Pri

o

. Red Eagle
al Chief

Osage Nation






AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Joseph D. Harry and
the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal government
established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (collectively, the “Parties”).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

b. WHEREAS the Osage Tribe engaged Mr. Harry to provide consulting services in
the CFC Action;

c. WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement
Agreement™);

d. WHEREAS the Osage Tribe and the United States bave agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a ¢claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documeats, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the
Settlement Agreement,

NOW THEREFORE, the Parties agree:

Joseph D. Harry will not advise, assist, or support in any way any individual or party in
the development, initiation, or litigation of a claim against the United States that the

Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement.

Joseph D. Harry shall comply with any applicable confidentiality and/or protective orders
issued in the CFC Action.

Subject to the restrictions above, nothing in this agreement limits or prevents Joseph D.
Harry from assisting any other tribe in any way desired by that tribe in bringing and .
prosecuting any claims that such tribe or tribes may have against the United States

regardless of whether the Osage Tribe had similar claims of its own that were waived in
the Osage Tribe’s Settlement A greement.

The United States is a third party beneficiary to this agreement and may enforce the
covenants set forth in Sections | and 2 against Joseph D. Harry.

Jose . Hary

John D. Red Eagle
Principal Chief
Osage Nation



AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Joseph D. Harry and
the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal government
established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due_to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

b. WHEREAS the Osage Tribe engaged Mr. Harry to provide consulting services in
the CFC Action;

c¢. WHEREAS the Osage Tribe and the United States have negotiated a proposed
settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement™);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. 'WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CEC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

1. Joseph D. Harry will not advise, assist, or support in any way any individual or party in
the development, initiation, or litigation of a claim against the United States that the

Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement

Agreement.

2, Joseph D. Harry shall comply with any applicable confidentiality and/or protective orders
issued in the CFC Action.

3. Subject to the restrictions above, nothing in this agreement limits or prevents Joseph D.
Harry from assisting any other tribe in any way desired by that tribe in bringing and
prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement.

4. The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Joseph D. Harry.

Joseph D. Harry

Qrzf;wwé/l

Joh Red Eagle
Pringipal Chief

Osage Nation







AGREEMENT

This AGREEMENT, dated as of October 3, 2011, is entered into between Jim R. Parris, CPA,

and the Osage Tribe (ineaning the Osage Tribe of Indians of Oklahoma, the tribal government

established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (collectively, the “Parties”™).

RECITALS.

a.

[
.

WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States® subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

WHEREAS the Osage Tribe engaged Jim R. Parris, CPA, to provide expert

witness testimony and consulting services in the CFC Action;

WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement”);

WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or coniractors possess relating fo the claims in the
CIFC Action; and



f. WHEREAS the Settiement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

Jim R. Parris, CPA, will not advise, assist, or support in any way any individual or party
in the development, initiation, or litigation of a claim against the United States that the

Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement.

Jim R. Parris, CPA, shall comply with any applicable confidentiality and/or protective
orders issued in the CFC Action.

3. Subject to the restrictions above, nothing in this agreement limits or prevents Jim R.
Parris, CPA, from assisting any other tribe in any way desired by that tribe in bringing
and prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement.

4. The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Jim R. Parris, CPA.

e R

Jim R. Parris, CPA

JohnD. Red Eagle
Principal Chief
Osage Nation



AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Jim R. Parris, CPA,

and the Osage Tribe {meaning the Osage Tribe of Indians of Oklahoma, the tribal government
established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC") to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

. WHEREAS the Osage Tribe engaged Jim R. Parris, CPA, to provide expert

witness testimony and consulting services in the CFC Action;

WHEREAS the Osage Tribe and the United States have negotiated a proposed
settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement’);

WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CEC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consuitants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

1.

Jim R. Parris, CPA, will not advise, assist, or support in any way any individual or party
in the development, initiation, or litigation of a claim against the United States that the

Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement.

Jim R. Parris, CPA, shall comply with any applicable confidentiality and/or protective
orders issued in the CFC Action.

Subject to the restrictions above, nothing in this agreement limits or prevents Jim R.
Parris, CPA, from assisting any other tribe in any way desired by that tribe in bringing
and prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreerent.

The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Jim R. Parris, CPA.

Jim R. Parris, CPA

C%-J.:DQ‘ZL

Johf D). Red Bagle
Pritletpal Chief
(sage Nation






AGREEMENT

This AGREEMENT, dated as of October §, 2011, is entered into between Stephen A, Jay,
CPA/ABYV, and the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal

government established by the 1906 Act and now federally recognized as the Osage Nation, and

its predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC™) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

b. WHEREAS the Osage Tribe engaged Mr. Jay to provide expert witness testimony
in the CFC Action, and he provided such testimony;

¢. WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlernent agreement that would settle the claims in the CFC case (“Settlement -
Agreement”);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement; including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CEC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a

claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

1. Stephen A. Jay, CPA/ABYV, will not advise, assist, or support in any way any individual or
party in the development, initiation, or litigation of a claim against the United States that

the Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement

Agreement.

2. Stephen A. Jay, CPA/ABY, shall comply with any applicable confidentiality and/or

pratective orders issued in the CFC Action.

3. Subject to the restrictions above, nothing in this agreement limits or prevents Stephen A.
Jay, CPA/ABYV, from assisting any other tribe in any way desired by that tribe in bringing
and prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement.

4, The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Stephen A. Jay, CPA/ABV.

< i /
Stepﬁ.}ay, CPA/&V)

John D. Red Eagle
Principal Chief
Osage Nation




AGREEMENT

This AGREEMENT, dated as of October 3, 2011, is entered into between Stephen A. Jay,
CPA/ABY, and the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal
government established by the 1906 Act and now federally recognized as the Osage Nation, and

its predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

b. WHEREAS the Osage Tribe engaged Mr. Jay to provide expert witness testimony
in the CFC Action, and he provided such testimony;

c. WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement™);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Scttlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CEC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

Stephen A. Jay, CPA/ABV, will not advise, assist, or support in any way any individual or
party in the development, initiation, or litigation of a ¢claim against the United States that

the Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement

Agreement.

Stephen A. Jay, CPA/ABY, shall comply with any applicable confidentiality and/or

protective orders issued in the CFC Action.

Subject to the restrictions above, nothing in this agreement limits or prevents Stephen A.
Jay, CPA/ABYV, from assisting any other tribe in any way desired by that tribe in bringing
and prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement.

The United States is a third party beneficiary to this agreement and may eaforce the
covenants set forth in Sections | and 2 against Stephen A. Jay, CPA/ABV.

Stephen A. Jay, CPA/ABV

DA S
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al Chief

Osage Nation






AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Bruce M. Kramer and
the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal government
established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

b. WHEREAS the Osage Tribe engaged Mr. Kramer to provide expert witness
testimony in the CFC Action;

c. WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement™);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree that

1. Bruce M. Kramer will not advise, assist, or support in any way any individual or party in
the development, initiation, or litigation of a claim against the United States that the

Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement.

2. Bruce M. Kramer shall comply with any applicable confidentiality and/or protective
orders issued in the CFC Action.

3. Subject to the restrictions above, nothing in this agreement limits or prevents Bruce M.
Kramer from assisting any other tribe in any way desired by that tribe in bringing and
prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Seftlement Agreement.

4, The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Bruce M. Kramer.

@)“HT( /K«Lm-__

Bruce M. Kramer

John D. Red Eagle
Principal Chief
Osage Nation



AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Bruce M. Kramer and
the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal government
established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

b. WHEREAS the Osage Tribe engaged Mr. Kramer to provide expert witness
testimony in the CFC Action;

c. WHEREAS the Osage Tribe and the United States have negotiated a proposed
settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement™);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess retating to the claims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it bas obtained contractual commitments from its experts and consultants in the
CEC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree that

Bruce M. Kramer will not advise, assist, or support in any way any individual or party in
the development, initiation, or litigation of a claim against the United States that the

Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement

Agreement.

Bruce M. Kramer shall comply with any applicable confidentiality and/or protective
orders issued in the CFC Action.

Subject to the restrictions above, nothing in this agreement limits or prevents Bruce M.
Kramer from assisting any other tribe in any way desired by that tribe in bringing and
prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement,

The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections | and 2 against Bruce M. Kramer.

Bruce M. Kramer

. Red Eagle
Pn al Chief
Osage Nation






AGREEMENT

This AGR_EEMENT, dated as of October 5, 2011, is entered into between Christopher M. James
and the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal government
established by the 1906 Act and now federally recognized as the Osage Nation, and ifs .

predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

.a. WHEREAS the Osage Tribe mitiated proceedings in the U.S. Court of Federal
Claims (“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action”);

b. WHEREAS the Osage Tribe engaged Chnstopher M. James to provide expert

witness testimony in the CFC Actjon;

¢. WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement .

Agreement”);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or emploiyees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the developroent, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

" NOW THEREFORE, the Parties agree:

1. Chnstopher M. James will not advise, assist, or support in any way any individual or
party in the development, initiation, or litigation of a claim against the United States that

the Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement.

2. Christopher M. James shall comply with any applicable confidentiality and/or protective
orders issued in the CFC Action. . '

3. Subject to the restrictions above, nothing in this agreement limits or prevents Christopher’
M. James from assisting any other tribe in any way desired by that tribe in bringing and
prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement.

4. The United States 1s a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Christopher M. James.

Christopher M. James

John D. Red Eagle
Principal Chief
Osage Nation



AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Christopher M. James
and the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal government
established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC”) to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action”™);

b. WHEREAS the Osage Tribe engaged Christopher M. James to provide expert
witness testimony in the CFC Action;

c. WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement™);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Seftlement Agreement,

NOW THERERORE, the Parties agree:

1. Christopher M., James will not advise, assist, or support in any way any individual or
party in the development, initiation, or litigation of a claim against the United States that

the Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement,

2. Christopher M. James shall comply with any applicable confidentiality and/or protective
orders issued in the CFC Action.

3. Subject to the restrictions above, nothing in this agreement limits or prevents Christopher
M. James from assisting any other tribe in any way desired by that tribe in bringing and
prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement.

4. The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Christopher M. James.

Christopher M. James

Osede Nation






AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Cornerstone Réseéxch
and the Osage Tribe (meaning the Osage Tribe of Indians of Oklahoma, the tribal govermment
established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (collectively, the “Parties™).

RECITALS.

a.WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (“CFC”) ta seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC

Action”);

b. WHEREAS the Osage Tribe engaged Cornerstone Research to provide consulting

services in the CFC Action;

¢. WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement™);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims; '

e. WHEREAS the Settlement Agreement includes a provision that the Osage Tribe,
) its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
- evidence, docwments, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
‘ it has obtained contractual commitments from its experts and consultants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

1. Comerstone Research will not advise, assist, or support in any way any individual or
party in the development, initiation, or litigation of a claim against the United States that

the Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement

Apreement.

2. Cormerstone Research shall comply with any applicable confidentiality and/or protective

orders issued in the CFC Action.

3. Subjec;,t to the restrictions above, nothing in this agreement limits or prevents Comerstone
Research from assisting any other tribe in.any way desired by that tribe in bringing and
prosécuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement.

4. The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Cornerstone Research.

eé_Leona.rd, Vice President
Cornerstone Research

John D. Red Eagle
Principal Chief
Osage Nation



AGREEMENT

This AGREEMENT, dated as of October 5, 2011, is entered into between Cornerstone Research
and the Osage Tribe (meaning the Osage Tribe of Indians of Qklahoma, the tribal government
established by the 1906 Act and now federally recognized as the Osage Nation, and its

predecessors and successors in interest) (coliectively, the “Parties”).

RECITALS.

a. WHEREAS the Osage Tribe initiated proceedings in the U.S. Court of Federal
Claims (*CFC") to seek money damages from the United States for alleged
breaches and failures on the part of the United States in the collection of revenues
due to the Osage Tribal Trust Account, and the United States’ subsequent

management and disbursement of such revenues, among other claims (“CFC
Action™);

h. WHEREAS the Osage Tribe engaged Cornerstone Research to provide consulting
services in the CFC Action;

¢. WHEREAS the Osage Tribe and the United States have negotiated a proposed

settlement agreement that would settle the claims in the CFC case (“Settlement

Agreement”);

d. WHEREAS the Osage Tribe and the United States have agreed that no other party

has standing to raise such claims;

e. WHEREAS the Settiement Agreement includes a provision that the Osage Tribe,
its officers or employees, including the Osage Minerals Council, shall not aid,
assist, or support in any way any individual or party in the development,
initiation, or litigation of a claim against the United States that the Osage Tribe
otherwise waives in the Settlement Agreement, including in the form of sharing
evidence, documents, materials, or other information the Osage Tribe, their

counsel, consultants, experts, or contractors possess relating to the claims in the
CFC Action; and



f. 'WHEREAS the Settlement Agreement requires the Osage Tribe to represent that
it has obtained contractual commitments from its experts and consultants in the
CFC Action that these experts and consultants will not advise, assist, or support in
any way any individual or party in the development, initiation, or litigation of a
claim against the United States that the Osage Tribe otherwise waives in the

Settlement Agreement,

NOW THEREFORE, the Parties agree:

1. Cormnerstone Research will not advise, assist, or support in any way any individual or
party in the. development, initiation, or litigation of a claim against the United States that

the Osage Tribe waives on behalf of itself and the Headright Holders in the Settlement
Agreement.

2. Cornerstone Research shall comply with any applicable confidentiality and/or protective
orders issued in the CFC Action.

3. Subject to the restrictions above, nothing in this agreement limits or prevents Cornerstone
Research from assisting any other tribe in any way desired by that tribe in bringing and
prosecuting any claims that such tribe or tribes may have against the United States
regardless of whether the Osage Tribe had similar claims of its own that were waived in

the Osage Tribe’s Settlement Agreement,

4. The United States is a third party beneficiary to this agreement and may enforce the

covenants set forth in Sections 1 and 2 against Comerstone Research.

Eireg Leonard, Vice President
Cornerstone Research

Osage Nation






Execution Version

EXHIBIT 6
Periodic Statement for Osage Tribal Trust Account
Through September 30, 2011

(exclusive of payment required by Section 5(b))
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Execution Version

EXHIBIT 7
Pertodic Statements for Certain Other Osage Accounts
Through September 30, 2011

(Account nos. JA9271121, PL7385708, PL7387704, PL7549701, PL 7469700, 9307000000,
9305090248, and 9305090718)
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Execution Version

EXHIBIT 8

Determination of Need for Negotiated Rulemaking



United States Department of the Interior

BURLEAU OF INDIAN AFFAIRS
Washington, DC 20240

OCT 06 201

LM BREPFEY REFUR Tt

Pl
e

From . Mike Black ’// " dmink” tJ\ %
1 Director, Bur{du of Indian Affairs

Subject: Determination of Need for Negotiated Rulemaking on Leasing of Osage
Lands for Oil and Gas Mining

In accordance with 5 U.S.C. § 563, | have determined that there is a need for regulatory
negotiation with respect (o the management of the Osage Mineral Estate curcently addressed
under 25 C.F.R. Part 226. After 11 years of litigation, the United States reached a setfiement
with the Osage Nation, Oklahoma (formerly known as the Osage Tribe) (“Osage Tribe™) for
alleged mismanagement of its oil and gas mineral estate, among other claims. As part of the
Senlement Agreement, the parties agreed that it would be mutally beneficial “to address méans
of improving the trust management of the Osage Mineral Estate, the QOsage Tribal Trust Account,
and the Other Osage Accounts . ... Settlement Agreement, Para, 1.1 During the course of
negotiations it became apparent that a review of the existing standards and obligations in the
governing regulaiions 1s necessary in order o belter assist the Bureau of Indian Affairs in sharing
and providing information regarding the Osage Mineral Estate to the Osage Minerals Couneil.
Based on these circumstances and in an effort to avoid future litigation, if possibie, I theretore
coniclude that there is a need for negotiated rulemaking. See 5 U.S.C. § 363(a)1).

The regulations governing the Osage Mineral Estate (23 1L.5.C. Part 226} currentty apply only to
the Osage Mineral Estate and the Osage Agency and do not have broader applicability. Thus,
there are limited interest holders readily identifiable. See 5 U.S.C. § 563(a)(2). The governing
iribal body that oversees the Osape Mineral Estate is the Osage Minerals Couneil, which is duly
elected by Osage oil and gas Headvight holders. Thus, due to the Timited applicability of the
cutrent regulations and the limited interest holders at stake, “there is a reasonable likelihood that
a committee can be LOnvened with a balanced representation of persons who can adequatély
represent the interesis.” Jd. § 563(a}3¥(A).

Moreover, given the scttlement of the litigation and the express desire by the Osage Tribe and
the Interior Depantment to proceed in good faith in addressing and improviag administration gnd
management of the Osage Mineral Estate as soon as practicable to avoid future litigation, I find
that “there is a reasonable likelihood that a committes will reach a consensus on the proposed
rule within a fixed period of time.” Jd. § 563(a)(3)(A) & (a)}4). Indeed, the Osage Tribe and the
Interior Department have already identified some of the areas that need to be addressed as part of
the neeotiated rulemaking, inciuding, buf not limited to:

1. ldentifying the appropriate information needed from all operators, purchasers
and pavers who are associated with the (Osage mineral estate and developing
and implementing standardized reporting to manage diligently production and
accounting;

[dentifying the source, manner, and format of transmission whereby the
information required by Subsection 9(a) will be provided to the Osage
Minerals Council;

g



d

{dentilying appropriate revisions to the methods for caleulating toyalties and
rentals for oil and gas, including but not limited to rovalty rates, royalty value
(pricing), and rental rates; |

4. Identifying the best feasible practices for developing and coriducting onsite
inspeclion programs;

5. Identifving the feasibility of implementing tecimological enhancements for
generating run tickets and other production data for reporting that irifonmation
to the Osage Tribe and the United Staies;

6. ldentifying the best feasible practices for gauging oil and gas production and

the resources needed to implement the strategy sclected;

[dentifying and implementing the best {easible practices for tank battery

gauging;

§. Determining and documenting the formal communication needed to manage

diligently the Osage mineral estate between the Osage Nation, the Osage

Minerals Council and the United States.

~l

Sesz § 5363(a)(3). The existing agreement on these matters indicates that a negotiated rulemaking
procedure will not unduly delay the proposed rulemaking or a final rule. Furthetmore, the
Bureau of ludian Affairs has the necessary resources it needs throughout the negotiated
rulemgking process and 1 will enswre that the agency uses, to the maximum extent possible. the

consensus of the commitiee with respect to development of a proposed rule for netice-and
comment. [d § 563{a)6), (7).

Based on the foregoing. the Osage Agency and the Office of the Solicitor are to progeed with a

negofiated rulemaking related (o the Osage Mineral Estate currently governed by 25 C.F.R. Part
226,
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EXHIBIT 9

Letter regarding the Interior Department’s annual audit



United States Department of the Interior

OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS
Albuguerque, NM 87109

TAKE PRIDE"
INAMERIGA

NOY §8 2619

Dear Accountholder:

The Independent Aunditors’ Report on Indian trust funds for fiscal year 2010 has been completed.
The audited financial statements and auditors’ report thereon have been issued by the
Depariment of the Interior’s Office of Inspector General. This annual audit is performed on the
entirety of funds held in trust for tribal entities and individoal Indians by the Departiment of the
Interior and is not specifically an audit of any single account. ;

Copies of this report can be viewed and/or downloaded through the Office of the Special Trustee
for American Indidns’ website located at www.doi.gov/ost/. A copy may also be obtained by
calling the Office of the Special Trustee for American Indian’s Trust Beneficiary Call Center toll
free at 1-888-678-6836 and requesting a FY 2010 Financial Statement Audit Report. The Trust
Beneficiary Call Center is also available if you have any questions regarding your account.

Sincerely,

e

Donmna Erwin :
Principal Deputy Special Trustee

4400 Masthead N.E.




Attached for Reference Purposes
Only Is the Independent
Auditors’ Report on Indian Trust
Funds for Fiscal Year 2010 That
Was Referenced i Exhibit 9.
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Letter fromw the Speccal Trustee

| am pleased tc present Fiscal Year 2010 Tribai and
Other Trus{ Funds and Individual Indian Monies Trust
Funds audited financiaf statements for the funds that
are managed by the Office of the Special Trustee for
American Indians (OST). This letter provides
information about our office’s accomplishments in
fulfiliment of the Department of the Interior's fiduciary
trust responsibilities,

At OST, our day-to-day work is guided by our Indian
trust management mission stalement —

“to perform our fiduciary trust responsibilities to
American Indian tribes, individual indians, and Alaska
Natives by incorporating a beneficiary focus and
beneficiary participation while providing effective,
competent stewardship and management of trust
assels.”

Interior's Comprehensive Trust Management Plan
(CTM) guides and describes the vision, goals and
objectives of fiductary trust management and
operafions of the trust for all bureaus and offices
within Interior. Achieving the goals in the plan will
result in enhanced beneficiary services, reftable
ownership information, and quality administrative
services; improved management of all trust fund
assels; and increased suppeort for Indian self-
governance artd self-determination.

OST supports its goal to fulfill Indian fiduciary trust
responsibilities by implementing the following
sirategles:

Improve Indian Fiduciary Trust Beneficlary
Services by continuing to provide timely, accurate
account performance statements and convenient
access to trust account services; communicating with
beneficiaries and facilitating beneficiary involvement
in trust management.

Support Indian Self-Governance and Self-
Determination by managing self-
govemnance compacts and self-determination
contracts for OST programs.

Improve Indian Trust Ownership and Other
Information through prompt distribution of financial
trust assets to heirs after the Office of Hearing and
Appeals renders probate decisions and ensure
accuracy of data maintained in offices and
accounting systems.

Manage Trust Fund Assets for Timely and
Productive Use through managing and investing
funds held on behalf of individuat Indians and

Tribes and receipting, disbursing, and accounting for
funds timely and accurately.

Improve Management of Land and Natural
Resource Assets by providing appraisal information
as requested on trust and restricted tands for tribal
and individual Indian owners and exploring solutions

to reduce the number of fractionated ownership interests in
fand.

The following are a few of OST’s FY2010
accomplishments that improved services 1o trust
beneficiaries:

« Processed a total of $543.7 million through the
centralized commercial lockbox and posted
77.10 percent to beneficiaries’ accounts within two
days of receipt. Converted to a new lockbox
contract. .

e Disbursed more than $814 million to individual
Indian and tribal beneficiaries.

+ Recovered addresses on 40 percent of the
Whereabouls Unknown accounts identified as of
October 1, 2009, This represented 33,697 accounts
totaling $28 million.

« Distributed funds for 8,061 completed prohates
which closed 10,168 estate accounts.

+ Distributed $1,271,320 Youpee Escheat funds.

+ Assisted the Federal Indlan Minerals Office with
distnbution of cil and gas royalties fo trust
beneficianes in the amount of $62,279.

+ Mailed to beneficiaries who own assets more than
780,000 quarteriy performance statements that
provide sources of funds, encumbrance information
(who is leasing their trust property, duration of the
lease and payment terms) and listings of trust
property owned.

* Provided tribal account statements on CD-ROM to
approximately 100 tribes and provided tribes online
account access.

« Conlinued to emphasize debit card and direct
deposit options in lieu of paper checks, increasing
the total number of account holders who have
chosen these options to over 31,500.

+« Handled over 233,000 beneficiary inquiries.

s Provided 3,747 oulreach events to beneficiaries,
which included wills clinics and financial skills
training.

+ Conducted 422 investment meetings with tribal
representatives.

+ Maintained Self-Governance and Self-Determination
funding agreements with 38 tribes for the real estate
appraisals and individual Indian beneficiary trust
functions.

+ Continued improvement of the Office of Appraisal
Services' workload management. Reduced the
appraisal backiog from 3,600 to 374, which is about
91 percent. Transmitted 11,852 appraisal products
to clients throughout FY 2010,

« Moved 9,586 boxes of records to the American
Indian Records Repository (AIRR). indexed 13,249
boxes.

« Produced and distributed a video about the
American indian Records Repository.



Supported the BIA Ft. Berthold Agency by
researching oil and gas development acllvities,
providing lease well production data to track
producing wells, designing a field monitoring
process for l[ease well management,
developing business rules on surface use
agreements and producing custom TAAMS oil
and gas reports.

Provided technical support for conversion of
the Royalty Distribution and Reporting System
(RDRS) to the TAAMS oii and gas royalty
management module, including the
implementation of a new simplified Explanation
of Paymenils.

Awarded the Cannon Financial Institute
Certifiad Indfan Fiduciary Trust Specialist
designation to one BiA and twelve OST
employees.

Provided records management training to 611
BlA and OST records contacts and 309 tribal
employees.

Helped fund and support pregrams at the
Natlonal Indian Programs Training Center,
based in Albugquerqus, New Mexico.

Provided information to beneficiaries on their
accounts and available services by producing
and distributing brochures, statement inserts
and promotional items that include OST
contact information.

Conducted 31 Indian Trust Evaluations (ITE)
and issued 58 final ITE reports.

Performed 47 records assessments and
issued 45 record assessment reporis to
identify improvements to OST and BIA
Records Management Programs.,

Developed an annual report for Congress, as
required by the 1984 Act.

The Trust Beneficiary Call Center (TBCC)
used a tracking system to deploy an
automated, streamlined, paperless (green
initiative) process for one-time disbursements
requested by beneficiaries from their 1M
accounts. The process is used by TBCC and
field staff to disburse an average of $200-
$300,000 dally to 80 — 100 account holders,
which has had a positive impact on processing
efficiencles.

Researched and corrected, as necessary,
101,846 beneficiary accounts in TFAS to
ensure these accounis were correctly
classified.

Drafted an administrative procedure, based on
Deparimental policy, to launch/timplement
telework in 2011.

Drafted an administrative procedure, based on
Deparimental policy, to launch a wellness
program. Established a wellness site on OST's
intranet.

Hired a consultant to produce a new OST
workforce plan to assess skill requirements.

¢ Finalized an administrative procedure to establish a
student loan repayment program.

OST has improved service to trust beneficiaries even as
we face challenges managing this unique trust. In
keeping with the CTM, OST will pursue the following
priorities during FY 2011:

1. Employee Engagement

* Implement Telework
Enhance the Training Program
improve Internal Communications
Assess Skill Requirements

Establish a Student Loan Repayment
Program

2. Money Management

s Implement Pay.gov

= Parner with the Treasury for Direct
Deposit of Treasury Disbursed Per Capita
Payments

» Establish and implement a Short Term
Investment Fund

« Expand Use of Direct Deposit and Debit
Cards

3. Project Data

+ Reconcile Discrepancy Reports

s Establish TAAMS Reports Required by
OST

+ Reconcile Post-conversion Issues of the
TAAMS O&G System

=« Resolve Public Domain Property Issues

4.  Automation

+ Enbance Imaging Capabilities

«  Minimize Manual Postings to the Trust
Funds Accounting System (TFAS})

s Enhance the Secure Trust Accounting
Records System (STARS)

« Pilot BIA Access to the Trust Beneficiary
Call Center System

* Implement Electronic Disbursements for
Tribal Credit Payments

= Provide 1IM Beneficiaries Online Account
Access

5. Geospatial
¢« Funded a Geospatial Pilot Project

| hope you find this year's audited financial statements

informative and useful. We welcome your help,
comments or suggestions for continued improvement.

Donna M. Erwin
Principail Daputy Special Trustee



® OFFICE OF
H INSPECTOR GENERAL

U S DEPARTHMENT OF THE INTERIOR

INDEPENDENT AUDITORS’ REPORTS
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OFFICE OF
INSPECTOR GENERAL

USDECARTHMENT OF THE INTERIOR

NOvV 0 9 2010
Memorandum
To: Principal Deputy Special Trustee for American Indians
From: Mary L. Kendall
Acting Inspector General
Subject: Independent Auditors® Report on the Tribal and Other Trust Funds and Individual

Indian Menies Trust Funds Financial Statements for FY2010 and FY2009
{Report No. X-IN-OST-0005-2010)

Introduction

This memorandum transmits the KPMG LLP’s (KPMG) auditors’ reports of the Office of
the Special Trustee for American Indians (OST) financial statements for fiscal years (FYs) 2010
and 2009. The OST financial reports contain financial statements and notes for Tribal and Other
Trust Funds (Tribal) and Individual Indian Monies Trust Funds (11M).

The American Indian Trust Fund Management Reform Act of 1994 requires audits of the
Tribal and 1IM financial statements. Under a contract issued by OST and monitored by the
Office of the Inspector General (O1G), KPMG, an independent public accounting firm,
performed audits of the OST FY2010 and FY2009 financial statements. The contract required
that the audits be performed in accordance with auditing standards generally accepted in the

United States of America and the “Government Auditing Standards” issued by the Comptrotler
General of the United States.

Results of Independent Audit

In its audit reports, dated November 8, 2010, KPMG issued qualified opinions on the
Tribal and [IM financial statements because KPMG was unable to satisfy themselves as to the
fairness of trust fund balances due to certain parties, for whom OST holds assets in trust
disagreeing with the balances recorded by OST and/or having requested an accounting of their

trust funds with certain of these parties having filed claims and a class action lawsuit against the
United States Government.

Evaluation of KPMG Audit Performance
To fulfill our monitoring responsibilities, the OIG:

+ reviewed KPMG’s approach and planning of the audits;
+ evaluated the qualifications and independence of the auditors;

Office of Inspector General | Washington, DC



+ monitored the progress of the audits at key points;

+ aftended periodic meetings with OST management and KPMG to discuss audit
progress, findings, and recommendations;

+ reviewed KPMG’s audit reports; and

+ performed other procedures we deemed necessary.

KPMG is responsible for the attached auditors’ reports dated November 8, 2010, and the
conclusions expressed. We do not express an opinion on OST financial statements, internal
controls, or compliance with laws and regulations.

Report Distribution

The legislation, as amended, creating the OIG requires semiannual reporting to Congress
on all audit reports issued, actions taken to implement audit recommendations, and
recommendations that have not been implemented. Therefore, we will include the information in
the attachment in our next semiannual report. The distribution of the report is not restricted, and
copies are available for public inspection.

The OIG appreciates the courtesies and cooperation extended to KPMG and our staff

during this audit. If you have any questions regarding the report, please contact me at 202-208-
5745.

Attachment



TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Financial Statements
September 30, 2010 and 2009
(With Independent Auditors’ Report Thereon)
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Suite 700

Two Park Square

6565 Americas Paricway NE
0 Box 3990

Albuguergue, NM 87190

Independent Auditors® Report on Financial Statements

The Special Trustee for American Indians

U.S. Department of the Interior Office of the Special Trustee
for American Indians; and

U.S. Department of the Interior Office of Inspector General:

We have audited the accompanying statements of assets and trust fund balances — cash basis of the Tribal
and Other Trust Funds managed by the U.S. Department of the Interior Office of the Special Trustee for
Armerican Indians (OST) as of Septernber 30, 2010 and 2009, and the related statements of changes in trust
fund balances — cash basis for the years then ended. These financial statements are the responsibility of

management of OST. Our responsibility is to express an opinion on these financial statements based on our
audits.

Except as discussed in the fourth paragraph of this report, we conducted our audits in accordance with
auditing standards penerally accepted in the United States of America and 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 free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circurnstances, but not for the purpose of expressing an opinion on the effectiveness of internal control
over financial reporting of the Tribal and Other Trust Funds managed by OST. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant 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 described in note 2, these financial statements were prepared on the cash basis of accounting, which is a
comprehensive basis of accounting other than penerally accepted accounting principles.

It was not practicable to extend our auditing procedures sufficiently to satisfy ourselves as to the faimess of
trust fund balances in the accorapanying financial statements as of September 30, 2010 and 2009 due to the
effects of certain parties for whom OST holds assets in trust disagreeing with balances recorded by OST
aud/or having requested an accounting of their trust funds, and of which certain of these parties have filed

claims against the United States Government. Trust fund balances enter into the determination of financial
position and changes in frust fund balances.

In our opinion, except for the effects on the financial statements of such adjustments, if any, as might have
been determined to be necessary had we been able to apply adequate procedures to determine the faimess
of trust fund balances and related changes in trust fund balances, as discussed in the preceding paragraph,
the financial statements referred to in the first paragraph above present fairly, in all material respects, the
financial position of the Tribal and Other Trust Funds managed by OST as of September 30, 2010 and

2009, and the changes in trust fund balances for the years then ended in conformity with the basis of
accounting described in note 2.

KPMG LLP iz a Oelawmie [miled labiity partressdsg,
the U.S5. menber firm of KPMG Infenations Cooperative
{CHPMG Intaerational’), a Swins aniity,



In accordance with Government Auditing Standards, we have also issued our report dated November &,
2010 on our consideration of intermal contro! over financial reporting and on our tests of Tribal and Other
Trust Funds® compliance with certain provisions of laws, regulations and other matters of the Tribal and
Other Trust Funds managed by OST. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the intermal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in assessing the results of our audits.

KPMe P

November 8, 2010



TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Statermnents of Assets and Trust Fund Balances — Cash Basis

Septernber 30, 2010 and 2009

(In thousands)
Assets 2010 2009
Cash and cash equivalents (note 3) g 526,516 378,630
Investments (note 4) 2,574,319 2,718,999
Total assets $ 3,100,835 3,097,629
Trust Fund Balances

Held for Indian tribes {notes 7 and 9) b 2,795,781 2,788,229

Held by the Department of the Interior and considered to be
U.S. Government funds (note 7) 305,054 309,400
Total trust fund balances $ 3,100,835 3,097,629

See accompanying notes to financial statements,



TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDLANS

Statements of Changes in Trust Fund Balances — Cash Basis

Years ended September 30, 201G and 2009

(In thousands)
2010 2009
Increases:
Receipts $ 413,032 437,898
Interest received on invested funds 118,441 122,091
Gain on disposition of investments, net 759 5,434
532,232 565,423
Decreases:
Disbursements to and on behalf of Indian tribes and other trust
funds and withdrawal of trust funds by Indian tribes (note 9) (529,026) (470,966)
Increase in trust fund balances, net 3,206 94 457
Trust fund balances, beginning of year 3,007,629 3,003,172
Trust fund balances, end of year (notes 7 and 9) 3 3,100,835 3,097,629

See accompanying notes to financial statements.
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TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Backpround and Deseription of the Trust Funds

(a)

Overview of the Trust Funds

Establishment and Management of the Trust Funds — The legislation that authorizes the
Secretary of the United States Department of the Interior (Secretary) to manage the Tribal and Other
Trust Funds recognizes the unique trust relationship that exists between the Indian tribes, individual
Indians, and the United States Government (U.S. Government). Agreements between the
11.S. Government and the various Indian tribes, many of these in the form of treaties, recognize the
sovereignty of tribes. During the course of the United States’ history and the U.S. Government’s
evolving policies toward Indian tribes, the trust relationship has retained characteristics based upon
tribal sovereignty. The United States Congress has designated the Secretary as the trustee delegate
with responsibility for the financial and nonfinancial resources held in trust on bebalf of American
Indian tribes, individual Indians, and other trust funds. In carrying out the management and oversight
of the Indian trust assets, the Secretary has a fiduciary responsibility to ensure monies are received
for the use of Indian lands and the extraction of natural resources from Indian lands, distribute such
monies collected to the appropriate beneficiaries, ensure that trust accounts are properly maintained

and invested, and ensure that accurate and complete reports are provided to the trust beneficiaries in
accordance with applicable law.

The balances that have accumulated in the Tribal and Other Trust Funds have resulted generally
from judgment awards, settlement of claims, land use agreements, royalties on natural resource
depletion, other proceeds derived directly from trust resources, and investment income,

The accompanying financial statements include only the financial agsets held in trust by the Office of
the Special Trustee for American Indians (OST) for trust beneficiaries and do not include: (1) the
operafing account balances of OST (e.g., Fund Balance with Treasury; Property, Plant, and
Equipment; etc.) or (ii} other Indian trust assets, including but not limited to, Indian lands, buildings,

or other nonfinancial assets managed by the Undted States Department of the Interior
(the Departmeni).

The Reform Act — The American Indian Trust Fund Management Reform Act of 1994
{Public Law 103412) (the Reform Act) authonized the establishment of OST, which is headed by the
Special Trustee for American Indians (Special Trustee) who reports to the Secretary. Under this
legislation, the Special Trustee is responsible for oversight, reform, and coordination of the policies,
procedures, systems, and practices used by various bureaus and offices of the Departrnent, including
but not limited to OST, the Bureau of Indian Affairs (Bl1A) (a component of Indian Affairs (1A)), the
Office of Natural Resources Revenue (ONRR) (formerly, Minerals Management Service/Minerals

Revenue Management Program), and the Bureau of Land Management (BLM), in managing Indian
trust assets.

Office of the Special Trustee for American Indians — Indian trust assets, including the Tribal and
Other Trust Funds, are primarily managed under the delegated authority of OST and BIA.
Management of Indian trust assets on behalf of the trust beneficiames is dependent upon the
processing of trust-related transactions within certain infermation systems of the Department,

5 (Continued)
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TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF TBE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

including but not limited to OST, BIA, ONRR, and other Departmental bureaus and offices. BIA and
other Departmental bureaus and offices are responsible for managing the natural resources located
within the boundaries of Indian reservations and trust lands, as well as the processing of data
regarding the ownership and leasing of Indian lands. The allocation of receipts and disbursements by
OST to trust beneficiaries are significantly dependent and reliant upon the receipt of timely and

accurate information derived from records maintained by BIA, ONRR, and other Departmental
bureaus and offices (see note 8).

Regional Offices — OST and BIA maintain staff at regional offices located throughout the United
States.

Agency and Field Offices — OST and BIA also maintain staff at agency and field offices located
throughout the United States, which are generally located near the tribes and individual Indians

served. OST and BIA personnel located at most of the agency and field offices perform various
functions related to trust fund activities.

Description of the Trust Funds

Certain of the Tribal and Other Trust Funds are subject to legal, regulatory, budgetary, court-ordered,
or other restrictions (see note 7). A brief description of the Tribal and Other Trust Funds follows:

J Tribal Trust Funds — As of September 30, 2010 and 2009, approximately 2,800 and

2,700 accounts, respectively, comprise the Tribal Trust Funds, which totaled approximately
$2,795,781,000 and $2,788,229,000, respectively.

Tribal Trust Funds realize receipts from a variety of sources, including judgment awards,
settlement of claims, land use agreements, royalties on natural resource depletion, other
proceeds derived directly from trust resources, and investment income.

Other Trust Funds — Other Trust Funds are comprised of those funds classified as Held by
the Depariment of the Interior and considered to be U.S. Government funds (see note 7). Other

Trust Funds totaled approximately $305,054,000 and $309,400,000 as of September 30, 2010
and 2009, respectively.

Other Trust Funds realize receipts from a variety of sources including leases, rights-of-way,
judgment awards, seftlement of Indian claims, donations and bequests, and investmeut income.

Investment of Trust Funds

Authonizing legislation and a substantial body of case law specify how Indian trust funds should be
managed and which financial instruments constitute appropriate investments for Indian trust funds.
The Tnbal and Other Trust Funds are invested in U.S. Government securities, including

U.S. Department of the Treasury (U.S. Treasury) issues, U.S, Govement agency issues, and
U.S. Government-sponsored eutity issues.

6 (Continued)
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TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.5. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Summary of Significant Accounting Policies

(a)

()

(c)

(d)

(e)

Basis of Accounting

OST wuses the cash basis of accounting for the Tnbal and Other Trust Funds, which is a
comprehensive basis of accounting other than generally accepted accounting principles. The cash
basis of accounting differs from generally accepted accounting principles in that receivables and
payables are not accrued and premiums and discounts on investments are not amortized or accreted.
Recelpts are recorded when received and disbursements are recorded when issued. Investments are
stated at historical cost. Interest received on invested funds reported in the statements of changes in
trust fund balances reflects interest received during the fiscal year.

Cash and Cash Equivalents

Management considers all highly liquid financial instruments with maturities of three months or less
when purchased to be cash equivalents.

Investiments

Investment securities at September 30, 2010 and 2009 consist of U.S. Treasury issues,
U.S. Government agency issues, and U.S. Government-sponsored entity issues. Investment securities
are recorded at historical cost. Investment income is recognized when received.

The Trbal ansd Other Trust Funds are invested in U.S. Government securities, as mandated by
25 USC 162a.

Fair Value Measurements

Financial Accounting Standards Board’s Accounting Standards Codification (ASC) Topic 820, Fair
Value Measurements and Disclosures (ASC Topic 820), establishes an authoritative definition of fair
value, sets out a framework for measuring fair value, and requires additional disclosures about fair
value measurements. ASC Topic 820 applies only to fair value measurements already required or
permitted by other accounting standards and does not impose requirements for additional fair value
measures, Since the Tribal and Other Trust Funds use the cash basis of accounting (see note 2(a)),
ASC Topic 820 only affects note disclosures related to fair value.

Receipts

Receipts from vartous leasing activities, mineral royalties and sales of extracted minerals, timber and
other forest products, fees and fines, and the granting of easements are generated from a variety of
nonfinancial assets that are held in trust by the U.S. Government and managed by BIA and other
Departmental bureaus and offices on behalf of tribes. Receipts on hand at the regional and agency
offices, and/or in-transit at September 30, 2010 and 2009, if any, awaiting deposit to the
U.S. Treasury, are not included in the accompanying financial statements.

Receipts also include payments from the U.S. Government for judgment awards and the settlement
of claims.

7 (Continued)
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TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERICR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Disbursements

Payments disbursed from the Tribal and Other Trust Funds consist of accumulations of funds from
various income-producing activities such as leasing, royalty receipts, minerals extraction, timber and
other forest product sales, judgment awards, settlement of claims, and investment income. Under

certain conditions, tribes disburse or authorize disbursement of per capita payments to their enrolled
members.

Public Law 103412 specifically allows for the voluntary withdrawal of judgment awards and
settlerment of claims funds from the Tribal and Other Trust Funds. Except where prohibited by

statute, an Indian tribe may submit a plan to withdraw some or ail funds held in trust for the tribe in
accordance with 25 CFR 1200.

Use of Estimates

The preparation of the financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets at the date of the financial statements and the reported
amounts of increases and decreases in trust fund balances during the reporting period. Actual results

could differ from those estimates.
Subsequent Events

Subsequent events are evaluated by management through the date that the financial statements are
available to be issued, which is November 8, 2010.

Cash and Cash Equivalents

Cash equivalents of approximately $523 million and $375 million at September 30, 2010 and 2009,

respectively, consist of overnight investments with the U.S, Treasury.

8 (Continued)
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TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Investments

The historical cost, gross unrealized holding gains, gross unrealized holding losses, and fair value of
investment securities by major class of security at September 30 were as follows (amounts exclude

investments in U.S. Treasury overnight securities discussed in note 3):

Gross
Gross unrealized
Historical unrealized holding
cost holding gains losses Fair value
(In thousands)
At September 30, 2010
U.S. Treasury and agency
securities s 2,128,385 86,763 (1,252) 2,213,896
U.S. Government entty
issued mortgage-backed
securities 445,934 29,537 (1 475,460
N 2,574,319 116,300 {1,263) 2,689,356
At September 30, 2009:
U.S. Treasury and agency
securities 3 2,273,851 63,139 (5,015) 2,331,975
U.S. Government entity 1ssued
mortgage-backed securities 445,148 23,318 (892) 467,574
5 2,718,999 86,457 (5,507} 2,799,549

The investrnents above held by the Tribal and Other Trust Funds at September 30, 2010 and 2009 consist
of fixed income securities, some of which are mortgaged-backed debt securities, issued by the
U.S. Treasury, U.S. Government agencies, or U.S. Government-sponsored entities. All of these securities
are either explicitly or implicitly backed by the U.S. Government. Given the backing by the
U.S. Government, current market conditions have not bad a significant adverse impact on the fair value of

these securities.

Maturities of investment secunties were as follows at September 30, 2010:

Historical cost Fair value
(In thousands)
Due in one year or less $ 241,925 244,130
Due after one year through five years 408,873 436,207
Due after five years through ten years 369,028 361,559
Due after ten years 1,554,493 1,617,460
$ 2,574,319 2,689,356
9

{Continued)



(5)

TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Fair Value Disclosure Measurements

ASC Topic 820 defines fair value as the price that would be received from the sale of an asset or paid to
transfer a liability (an exit price) in an orderly transaction between market participants on the measurement
date in the principal or most advantageous market for the asset or liability. For measuring fair value,
ASC Topic 820 establishes a hierarchy that places the highest priority on unadjusted quoted market prices
in active markets for tdentical assets or liabilities (Level 1 measurements), and the lowest priority on

unobservable inputs (Level 3 measurements). The three levels of inputs within the fair value hierarchy are
defined as follows:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the Tribal
and Other Trust Funds have the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level | prices such as quoted prices for

similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data.

Level 3: Significant unobservable inputs that reflect the Tribal and Other Trust Funds’ own
assuraptions about the assumptions that market participants would use in pricing an asset or liability.

In many cases, a valuation technique used to measure fair value includes inputs from multiple levels of the
fair value hierarchy. The Iowest level of significant input determines the placement of the entire fair value

measurement in the hierarchy. All of the investment securities held by the Tribal and Other Trust Funds at
September 30, 2010 and 2009 are valued using Level 2 inputs,

The carrying value of cash and cash equivalents reflected in the statements of assets and trust fund
balances appreximates fair value, which is valued using Level | inputs. The fair value of investment
securities disclosed in note 4 represents the best estimate of prices that the securities could be sold for in
the open market as of September 30, 2010 and 2009. Those fair values are measured using pricing services,
pricing models, or broker quotes, Inputs into the pricing models include the securities’ par values, interest

rates and maturity dates, If broker quotes are used to value investment securities the fair value is estimated
as the average of three broker quotes.

The fair value methods described above may preduce fair value disclosures that may not be indicative of
pet realizable value or reflective of future fair values. Furthermore, while management believes that the
valuation methods used on the Tribal and Other Trust Funds are appropriate and consistent with other
market participants, the use of different methodologies or assumptions to determine the disclosed fair value
of investment securities could result in a different fair value measurement at the reporting date.

10 (Continued)
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TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Contingencies

Certain Indian tribes for whom OST holds assets in trust do not agree with balances recorded by OST
and/or have requested an accounting of their trust funds, and certain of these Indian tribes have filed claims
against the U.S. Government for failure to fulfill its fiduciary responsibilities and for other related items.
Ninety-seven tribal trust cases, brought by sixty-six different tribes, currently are pending in various
federal district courts and the U.S. Court of Federal Claims. The cases iovolve claims for trust fund and
asset mismanagement, accounting, and other declaratory relief. A substantial number of the cases are
stayed pending settlement negotiations or discovery, In addition, in many of these cases, the court does not
have jurisdiction to grant monetary relief. Settlement offers have been made in a small percentage of the
cases. Neither OST nor the Office of the Solicitor for the Department can presently determine the outcome
of these actions nor the total amount, responsibility, and funding source of the potential liability. Any
settlement resulting from an adverse outcome of the claims described above is not expected to be satisfied
with trust fund balances. No amounts have been recorded in the accompanying Tribal and Other Trust
Funds’ financtal statements for potential claims from the U.S. Government.

Trust Fund Balances

Trust fund balances are the aggregation of financial assets held in trust and represent the amounts owed to
beneficiaries as of Septemnber 30, 2010 and 2009 for which OST has a fiduciary responsibility.

The Tribal and Other Trust Funds contain the following trust fund balance categories for U.S. Government
budget purposes, which are reflected as separate components in the accompanying financial statements:

. Held for Indian tribes — These represent funds held on behalf of Indian tribes. These funds are
considered non-U.8. Government monies,

Held by the Department of the Interior and considered to be U.S. Government funds — These
represent funds, some of which will be transferred to the Held for Indian tribes category provided

certain conditions are satisfied, and for others, the corpus of the fund may be nonexpendable. These
funds are considered U.S. Government monies.

A portion of trust fund balances represents estimated payments on production-type leases for which certain
tribes and individual Indians hold an interest. When certain adjustments to production are identified,

estimated payments received in excess of production are returned to the depositor or adjusted for in future
payments.

14 (Continued)



TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

(8) Related-Party Transactions with Other Government Organizations

(@)

{b)

(c)

U.S. Departiment of the Interior Bureau of Indian Affairs

BIA. is responsible for the collection of cerfain monies resulting from the management and use of

Indian trust lands and other trust resources. Upon receipt, OST records the deposit of trust funds to
trust accounts based on the information received from BIA.

U.S. Department of the Interior Office of Natural Resources Revenue

For certain trust leases, ONRR is responsible for the collection of royalty payments on behalf of
Indian tribes and individual Indians holding mineral rights. ONRR deposits the royalty payments
with the U.S. Treasury and electronically transfers to O8T the related accounting information,
generally the next business day. The accounting information received from ONRR provides OST an
allocation of 100% tribally owned lease royalties, enabling OST to record trust deposits directly into
tribal accounts. For fribally/individually co-owned leases, allocation and accounting data is
forwarded, generally twice a month, to OST via electronic interface through the Royalty Distribution
Reporting System that is maintained by BIA. Pursuant to established procedure and appropriate
authorization, the data is recorded by OST. ONRR and BLM both perform verification and other
monitoring procedures of mineral assets. Oil and gas companies sometimes forward payments to
ONRR based on estimated mineral production in order to comply with the Federal Oil and Gas
Royalty Management Act of 1982 that requires timely distribution of royalties. These estimated
payments may be disbursed by OST to the beneficianies. Typically, the oil and gas companies adjust
future payments for excess or shortfall amounts, if any, based on actual production.

Other
The U.S. Treasury holds cash and certain investments and in certain instances disburses for OST.

The Department’s Office of the Solicitor serves as legal counse! for OST.

12 (Continued)
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TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Transfers of Trust Funds

Certain per capita disbursements authorized by tribes result in transfers from the Tribal and Other Trust
Funds to the Individual Indian Monies (IIM) Trust Funds while certain cil and gas distributions may result
in transfers to/from the ITM Trust Funds from/to the Tribal and Other Trust Funds. Net transfers of trust
funds from the Tribal and Other Trust Funds to the IIM Trust Funds totaled approximately $58.0 million
and $56.7 million during the years ended September 30, 2010 and 2009, respectively. These transfers are
reflected as disbursements in the accompanying statements of changes in trust fund balances. In addition,
pursuant to information provided by BIA, OST historicaily utilized special deposit accounts maintained
within the TIM Trust Funds for both tribal and IIM beneficiaries as suspense accounts, whereby funds are
temporarily posted when allocation information is not provided when the funds are received. Following
receipt of allocation information from BIA, the funds are wansferred from the special deposit accounts to
the designated tribal and/or IIM account(s). Special deposit accounts totaled approximately $24 million
and $29 million as of September 30, 2010 and 2009, respectively. The majority of the special deposit
account monies held in the IIM Trust Funds relate to historical balances and has not been distributed
because the ultimate disposition of the funds has not been determined. Since the ultimate disposition is
unknown at September 30, 2010, the portion attributable to the Tribal and Other Trust Funds is unknown.

13
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KPMG LLP

Suite 700

Two Park Square

6565 Armericas Parkway NE
PO Box 3390

Albuguerque, NM 87180

Independent Auditors’ Report on Financial Statements

The Special Trustee for American Indians

U.S. Department of the Interior Office of the Special Trustee
for American Indians; and

U.S. Department of the Interior Office of Inspector General:

We have audited the accompanying staternents of assets and trust fund balances ~ modified cash basts of
the Individual Indian Monies Trust Funds managed by the U.S. Department of the Interior Office of the
Special Trustee for American Indians (OST) as of September 30, 2010 and 2009, and the related statements
of changes in trust fund balances — modified cash basis for the years then ended. These financial statements

are the responsibility of management of OST. Our responsibility is to express an opinion on these financial
statements based on our audits.

Except as discussed in the fourth paragraph of this report, we conducted our audits in accordance with
auditing standards generally accepted in the United States of America and 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 free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of intermal control
over financial reporting of the Individual Indian Monies Trust Funds managed by OST. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant 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 described in note 2, these financial statements were prepared on the modified cash basis of accounting,
which is a comprehensive basis of accounting other than generally accepted accouating principles.

It was not practicable to extend our auditing procedures sufficiently to satisfy ourselves as to the fairness of
trust fund balances in the accompanying financial statements as of September 30, 2010 and 2009 due to the
effects of certain parties for whom OST holds assets in trust having filed a class action lawsuit for an
accounting of the individuals’ trust funds. Trust fund balances enter into the determination of financial
position and changes in trust fimd balances,

In our opinion, except for the effects on the financial statements of such adjustments, if any, as might have
been determined to be necessary had we been able to apply adequate procedures to determine the faimess
of trust fund balances and related changes in trust fund balances, as discussed in the preceding paragraph,
the financial staternents referred to in the first paragraph above present fairly, in all material respects, the
financial position of the Individual Indian Monies Trust Funds managed by OST as of September 30, 2010

and 2009, and the changes in frust fund balances for the years then ended in conformity with the basis of
accounting described in note 2.
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In accordance with Government! Auditing Standards, we have alsc issued our report dated November 8,
2010 on our consideration of internal control over financialk reporting and on our tests of Individual Indian
Monies Trust Funds' compliance with certain provisions of laws, regulations, and other matters of the
Individual Indian Monies Trust Funds managed by OST. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in assessing the results of our audits.

KPMe P

November §, 2010



INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Statements of Assets and Trust Fund Balances — Modified Cash Basis
September 30, 2010 and 2009

(In thousands)
Assels - 2010 2009
Cash and cash equivalents (note 3) g 55,045 33,364
Investments (note 4) 412,391 420,535
Accrued interest receivable 2,983 3,210
Total assets h 470,419 457,109
Trust Fund Balances
Held for individual Indians (notes 7 and 9} 5 470,419 457,109

See accompanying notes to financial statements.



INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S, DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Statements of Changes in Trust Fund Balances -- Modified Cash Basis
Years ended September 30, 2010 and 2009

(In thousands)
2010 2009
Increases:
Receipts (note 9) L 336,865 334,236
Interest earned on invested funds 19,677 20,792
Gain on disposition of investments, net 211 126
356,753 355,154
Decreases:
Disbursements to and on behalf of account holders {343,443) (342,234)
Increase 1o trust fund balances, net 13,310 12,920
Trust fund balances, beginning of year 457,109 444 189
Trust fund balances, end of year {notes 7 and 9) 3 470,419 457,109

See accompanying notes to financial statements.
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INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

Septernber 30, 2010 and 2009

Background apd Description of the Trust Funds

(a)

Overview of the Trust Funds

Establishment and Management of the Trust Funds —~ The legislation that authorizes the
Secretary of the United States Department of the Interior (Secretary) to manage the Individual Indian
Monies Trust Funds (IIM Trust Funds) recognizes the unique trust relationship that exists between
the Indian tribes, individual Indians, and the United States Government (U.S. Government).
Agreements between the U.S. Government and the various Indian tribes, many of these in the form
of treaties, recognize the sovereiguty of tribes. During the course of the United States’ history and
the U.S. Government’s evolving policies toward individual Indians and Indian tribes, the trust
relationship has retained characteristics based upon tribal sovereignty. The United States Congress
has designated the Secretary as the trustee delepate with responsibility for the financial and
nonfinancial resources held in trust on behalf of American Indian tnbes, individual Indians, and
other trust funds. In camying out the management and oversight of the Indian trust assets, the
Secretary has a fiduciary responsibility to ensure monies are received for the use of Indian lands and
the extraction of natural resources from Indian lands, distribute such monies collected to the
appropnate beneficiaries, ensure that trust accounts are properly maintained and invested, and ensure

that accurate and complete reports are provided to the trust beneficiaries in accordance with
applicable law.

The balances that have accumulated in the IIM Trust Funds have resulted generally from land use
agreements, royalties on natural resource depletion, other proceeds derived directly from trust

resources, receipt of judgment and tribal per capita distnibutions, settlement of claims, and
investment income.

The accompanying financial statements include only the financial assets held in trust by the Office of
the Special Trustee for American Indians (OST) for trust beneficiaries and do not include: (i) the
operating account balances of OST (e.g., Fund Balance with Treasury; Property, Plant, and
Equipment; ete.) or (ii) other Indian trust assets, including but not limited to, Indian lands, buildings,

or other nonfinancial assets managed by the United States Department of the Interior
(the Department).

The Reformm Act — The American Indian Trust Fund Management Reform Act of 1994
(Public Law 103-412) (the Reform Act) authorized the establishment of OST, which is headed by the
Special Trustee for American Indians (Special Trustee) who reports to the Secretary. Under this
legislation, the Special Trustee is responsible for oversight, reform, and coordination of the policies,
procedures, systems, and practices used by various bureaus and offices of the Department, including
but not limited to OST, the Bureau of Indian Affairs (BIA) (a component of Indian Affairs (IA)), the
Office of Natural Resources Revenue (ONRR) (formerly, Minerals Management Service/Minerals

Revenue Management Program), and the Bureau of Land Management (BLM), in managing Indian
trust assets.

5 (Continued)
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INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Office of the Special Trustee for American Indians — Indian trust assefs, including the IIM Txust
Funds, are primarily managed under the delegated authority of OST and BIA. Management of Indian
trust assets on behalf of the trust beneficianes is dependent upon the processing of trust-related
transactions within certain information systems of the Department, including but not limited to OST,
BLA, ONRR, and other Departmental bureaus and offices. BIA and other Departmental bureaus and
offices are responsible for managing the natural resources located within the boundaries of Indian
reservations and trust lands as well as the processing of data regarding the ownership and leasing of
Indian lands. The allocation of receipts and disbursements by OST to trust beneficianes are
significantly dependent and reliant upon the receipt of timely and accurate information dertved from
records maintained by BLA, ONRR, and other Departmental bureaus and offices (see note 8).

Regional Offices — OST and BIA maintain staff at regional offices located throughout the United
States.

Agency and Field Offices — OST and BIA also maintain staff at agency and field offices located
throughout the United States, which are generally located near the tribes and individual Indians

served. OST and BIA personnel located at most of the agency and field offices perform various
functions related to trust fund activities.

Description of the Trust Funds

The TIM Trust Funds are comprised of approximately 381,000 and 384,000 accounts, held primarily
for the benefit of individual Indian account holder beneficiaries and tribal entities, as of
Septeraber 30, 2010 and 2009, respectively. Included within the TIM Trust Funds are certain special

deposit accounts that are subject to legal, regulatory, budgetary, court-ordered, or other restrictions
that may ultimately result in funds being distributed to tribal and/or other entities.

The IIM Trust Funds are primarily funds on deposit for individual Indians with a beneficial interest
in those funds. IIM account holders realize receipts pnmarily from land use agreements, royalties on
natural resource depletion, other proceeds derived directly from trust resources, judgment and tribal
per capita distributions, settlement of claims, and investment income.

Investment of Trust Funds

Authorizing legislation and a substantial body of case law specify how Indian trust funds should be
managed and which financial instruments constitute appropriate investients for Indian trust funds.
The MM Trust Funds are pocled and invested in U.S. Government securities, including

U.S. Department of the Treasury (U.S. Treasury) issues, U.S. Government agency issues, and
U.S. Government-sponsored entity issues.

6 {Continuad)
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INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Summary of Significant Accounting Policies

(a)

(6)

(c)

(d)

(e)

Basis of Accounting

OST uses the cash basis of accounting with certain modifications for the IIM Trust Funds, which is a
comprehensive basis of accounting other than generally accepted accounting principles. Receipts are
recorded when received with the exception of interest earned on invested funds (including discount
accretion and premium amortization), and disbursements are recorded when issued. Investments are
stated at amortized cost. Accrual adjustments to refiect interest earned but not received, and to record
any applicable accretion of discounts and amortization of premiums over the terms of the
investments, have been recorded in the accompanying financial statements. Interest income reported
in the statements of changes in trust fund balances reflects interest eamed, net of any premium
amortization or discount accretion recognized during the fiscal year.

Cash and Cash Equivalents

Management considers all highly liquid fizancial instruments with maturities of three months or less
when purchased to be cash equivalents.

Investinents

Investment securities at September 30, 2010 and 2009 consist of U.S. Treasury issues,
U.S. Government agency issues, and U.S. Governiment-sponsored entity issues. [lM Trust Funds are
pooled and invested. Investment securities are recorded at amortized cost, adjusted for the
amortization or accretion of premiums or discounts. Premiums and discounts are amortized or
accreted over the expected life of the related investment security as an adjustment to yield using the
effective-interest method. Investment income is recognized when earned.

The IIM Trust Funds are invested in U.S. Government securities, as mandated by 25 USC 162a.

Fuair Value Measurements

Financial Accounting Standards Board’s Accounting Standards Codification (ASC) Topic 820, Fair
Value Measurements and Disclosures {(ASC Topic 820), establishes an authoritative definition of fair
value, sets out a framework for measuring fair value, and requires additional disclosures about fair
value measurements. ASC Topic 820 applies only to fair value measurements already required or
permitted by other accounting standards and does not impose requirements for additional fair value
measures. Since the IIM Trust Funds use the cash basis of accounting with certain modifications (see
note 2{a)), ASC Topic 820 only affects note disclosures related to fair value.

Receipis

Receipts from various leasing activities, mineral royalties and sales of extracted minerals, timber and
other forest products, fees and fines, and the granting of easements are generated from a variety of
nonfinancial assets that are held in trust by the U.S. Government and managed by BIA and other
Departmental bureaus and offices on behalf of individual Indians. Receipts on hand at the regional

7 (Continued)
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INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

and agency offices, and/or in-transit at September 30, 2010 and 2009, if any, awalting deposit to the
U.S. Treasury, are not included in the accompanying financial statements.

Receipts also include payments from the U.S. Government for judgment awards and the settlement
of claims.

Disbursements

Payments disbursed from the IIM Trust Funds consist of accumulations of funds from various
income-producing activities such as leasing, royalty receipts, mineral extraction, timber and other

forest product sales, judgment awards, tribal per capita distributions, settlement of claims, and
investment income.

Use of Estimates

The preparation of the financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets at the date of the financial statements and the reported
amounts of increases and decreases in trust fund balances during the reporting period. Actual results

could differ from those estimates.
Subsequent Events

Subsequent events are evaluated by management through the date that the financial statements are
available to be 1ssued, which is November 8, 2014.

Cash and Cash Equivalents

Cash equivalents of approximately $42 million and $28 mullion at Septernber 30, 2010 and 2009,

respectively, consist of overnight investments with the U.S. Treasury.

8 (Continued)
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INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements
September 30, 2010 and 2009

Investments

The amortized cost, gross unrealized holding gains, gross unrealized holding losses, and fair value of
investment securities by major class of security at September 30 were as follows (amounts exclude
investments in U.S. Treasury overnight securities discussed in note 3);

Gross Gross
Amortized unrealized unrealized
cost holding gains holding losses Fair value

{In thousands)

September 30, 2010:
1.8, Treasury and agency

securities $ 237,648 13,711 (75) 251,284
11.S. Government entity issued

merigage-backed securities 174,743 12,308 — 187,051

3 412,391 26,019 (75) 438,335

September 30, 2009:
1.8, Treasury and agency

securities $ 224 563 6,275 (6) 230,832
U.S. Government entity issued

mortgage-backed secwurities 195,972 10,591 — 206,563

$ 420,535 16,366 {6) 437,395

The investments above held by the IIM Trust Funds at September 30, 2010 and 2009 consist of fixed
income securities, some of which are mortgaged-backed debt securities, issued by the U.S. Treasury,
U.S. Government agencies, or U.S. Government-sponsored entities. All of these securities are either
explicitly or implicitly backed by the U.S. Government. Given the backing by the U.S. Government,
current market conditions have not had a significant adverse impact on the fair value of these secunties,

Maturities of investment securities were as follows at September 30, 2010:

Amortized
cost Fair value
(1o thousands)
Due i one year or less $ — —
Due after one year through five years 20,041 20,522
Due after five years through ten years 85,072 89,869
Due after ten years 307,278 327,944
5 412,391 438,335

9 (Continued)
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INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Fair Value Disclosure Measurements

ASC Topic 820 defines fair value as the price that would be received from the sale of an asset or paid to
transfer a liability (an exit price) in an orderly transaction between market participants on the measurement
date in the principal or most advantageous market for the asset or liability. For measuring fair value,
ASC Topic 820 establishes a hierarchy that places the highest priority on unadjusted quoted market prices
in active markets for identical assets or liabilifes (Level | measurements), and the lowest priority on

unobservable inputs (Level 3 measurements). The three levels of inputs within the fair value hierarchy are
defined as follows:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the TIM
Trust Funds have the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level | prices such as quoted prices for

similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data.

Level 3: Significant unobservable inputs that reflect the IIM Trust Funds® own assumptions about the
assumptions that market participants would use in pricing an asset or liability.

In many cases, a valuation technique used to measure fair value includes inputs from multiple levels of the
fair value hierarchy. The lowest level of significant input determines the placement of the entire fair value
measurement in the hierarchy. All of the investment securities held by the IM Trust Funds at
September 30, 2010 and 2009 are valued using Leve!l 2 inputs.

The camrying value of cash and cash equivalents and accrued interest receivable reflected in the statements
of assets and trust fund balances approximates fair value, which is valued using Level ! inputs. The fair
value of investment securities disclosed in note 4 represents the best estimate of prices that the securities
could be sold for in the open market as of September 30, 2010 and 2009. Those fair values are measured
using pricing services, pricing models, or broker quotes. Inputs into the pricing models include the
securities” par values, interest rates and maturity dates. If broker quotes are used to value investment
securities the fair value i1s estimated as the average of three broker quotes.

The fair value methods described above may produce fair value disclosures that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while management believes that the
valuation methods used on the TIM Trust Funds are appropriate and consisterit with other market
participants, the use of different methodologies or assumptions to determine the disclosed fair value of
investment secunties could result in a different fair value measurement at the reporting date.

10 (Continued)
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INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Contingencies

Certain parties for whom OST holds funds in trust filed a class action lawsuit in 1996, seeking an
accounting of their individual trust funds. Although plaintiffs sought $58 billion from the District Court in
lieu of the accounting, the District Court awarded them $456 million. However, in July 2009 the Court of
Appeals reversed and vacated that judgment. The plaintiffs may seek to have the case reviewed by the
United States Supreme Court. On December 7, 2009, Attorney General Eric Holder and Interior Secretary
Kenneth Salazar announced that the parties had reached a $3.4 billion settlement subject to Congressional
approval. The current deadline for the Congressional approval of the settlement is January 7, 2011.
Neither the settlement, nor any future judgment award, should the settlement fail to achieve Congressional
approval, is expected to be satisfied with individual trust funds. No amounts have been recorded in the
accompanying 1IM Trust Funds’ financial stalements for potential claims from the U.S. Government.

Trust Fund Balances

Trust fund balances are the aggregation of financial assets held in trust and primarily represent the amounts
owed to beneficiaries as of September 30, 2010 and 2009 for which OST has a fiduciary responsibility.

The subsidiary detail of IIM account balances contains approximately 11,000 special deposit accounts with
balances totaling approximately $24 million and $29 million as of September 30, 2010 and 2009,
respectively. The majority of the special deposit account monies held in the IIM Trust Funds relates to
historical balances and has not been allocated because the allocation information for the funds has not been

provided by BIA. Since the ultimate allocation is unknown at September 30, 2010, the portion attributable
to the IV Trust Funds is unknown.

The subsidiary detail of ITM account balances contains certain oil and gas holding accounts with balances
totaling approximately $17.5 million and $7.7 million as of September 30, 2010 and 2009, respectively,
which have not been distributed to beneficiaries. Upon receipt of the allocation and accounting data, to be

provided by ONRR and BIA, the monies will be distributed to the proper beneficiardes’ accounts (see
note 8).

A portion of trust fund balances represents estimated payments on production-type leases for which certain
individual Indians and tribes hold an interest. When certain adjustments to production are identified,

estimated payments received in excess of production are returned to the depositor or adjusted for in future
payments,

Il (Continued)
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INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Notes to Financial Statements

September 30, 2010 and 2009

Related-Party Transactions with Other Government Organizations
(a) U.S. Department of the Interior Bureau of Indian Affairs

BIA is responsible for the collection of certain monies resulting from the management and use of

Indian trust lands and other trust resources. Upon receipt, OST records the deposit of trust funds to
frust accounts based on the information received from BIA.

() U.S. Department of the Interior Office of Natural Resources Revenue

For certain trust leases, ONRR is responsible for the collection of royalty payments on behalf of
Indian tribes and individual Indians holding mineral rights. ONRR deposits the royalty payments
with the U.S. Treasury and electronically tramsfers to OST the related accounting information,
generally the next business day. For tnibally/individually co-owned leases and individually owned
leases, the allocation and accounting data to distribute the monies to the proper IIM account is
forwarded, generally twice a month, to OST via electronic interface through the Royalty Distribution
Reporting System that is maintained by BIA. Pursuant to established procedure and appropriate
authonization, the data is recorded by OST. ONRR and BLM both perform verification and other
monitoring procedures of mineral assets. Oil and gas companies sometimes forward payments to
ONRR based on estimated mineral production in order to comply with the Federal Oil and Gas
Royalty Management Act of 1982 that requires timely distribution of royalties. These estimated
payments may be disbursed by OST to the beneficiaries. Typically, the oil and pas companies adjust
futuwre payments for excess or shortfall amounts, if any, based on actual production.

(c) Other
The U.S. Treasury helds cash and certain investments and in certain instances disburses for OST.
The Departroent’s Office of the Solicitor serves as legal counsel for OST.

Transfers of Trust Funds

Certain per capita disbursements authorized by tribes result in transfers from the Tribal and Other Trust
Funds to the IIM Trust Funds while certain oil and gas distributions may result in transfers to/from the IIM
Trust Funds from/to the Tribal and Other Trust Funds. Net transfers of trust funds to the IiM Trust Funds
from the Tribal and Other Trust Funds totaled approximately $58.0 million and $56.7 million durng the
years ended September 30, 2010 and 2009, respectively. These transfers are reflected as receipts in the
accompanying statements of changes in trust fund balances. In addition, pursuant to information provided
by BIA, OST historically utilized special deposit accounts (see note 7) maintained within the IIM Trust
Funds for both tribal and IIM beneficiaries as suspense accounts, whereby funds are temporanly posted
when allocation information is not provided when the funds are received. Following receipt of atlocation

information from BIA, the funds are transferred from the special deposit accounts to the designated tribal
and/or [IM account(s).
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KPMG LLP

Suite 700

Two Park Square

6565 Americas Parkway NE
PQ Box 3930

Albuquerqus, NM 87190

Independent Auditors’ Report on Internal Control over
Financial Reporting and on Compliance and Other Matters

The Special Trustee for American Indians
U.S. Department of the Interior Office of the Special Trustee for American Indians; and

U.S. Department of the Interior Office of Inspector General;

We have audited the statements of assets and trust fund balances — cash basis of the Tribal and Other Trust
Funds as of September 30, 2010 and 2009, and the related statements of changes in tust fund balances —
cash basis for the years then ended, managed by the U.S. Department of the Interior Office of the Special
Trustee for American Indians (OST), and have issued our report thereon dated November 8, 2010. The
objective of our audit was to express an opinion on the fair presentation of the Trbal and Other Trust
Funds Financial Staterments. In connection with our fiscal year 2010 audit, we also considered internal
control over financial reporting for the Tribal and Other Trust Funds managed by OST and tested

cornpliance with certain provisions of applicable laws and regulations that could have a direct and material
effect on the Tribal and Other Trust Funds Financial Statements.

Summary

Qur audit report on the Tribal and Other Trust Funds Financial Statements was qualified because it was not
practicable to extend our auditing procedures sufficiently to satisfy ourselves as to the fairness of trust fund
balances in the Tribal and Other Trust Funds Financial Statements as of September 30, 2010 and 2009 due
to the effects of certain tribal parties for whom OST holds assets in trust disagreeing with the balances
recorded by OST, and/or having requested an accounting of their trust funds, and of which certain of these
parties have filed, or are expected to file, claims against the United States Government. Trust fund balances
enter into the determination of financial position and changes in trust fund balances.

Qur audit repori states that the Tribal and Other Trust Funds Financial Staternents are prepared in
accordance with a basis of accounting that is a comprehensive basis of accounting other than generally

accepted accounting principles, as described in note 2 to the Tnbal and Other Trust Funds Financial
Statements.

Our consideration of internal control over financial reporting was not designed to identify all deficiencies
in the internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. However, we did not identify any deficiencies in internal control over financial
reporting that we consider to be significant deficiencies or matenal weaknesses as defined in the Intemal
Control over Financial Reporting section of this report.

The results of our tests of compliance with certain provisions of laws and regulations disclosed no
instances of noncompliance or other matters that are required to be reported herein under Government
Auditing Standards, issued by the Comptroller General of the United States.

HPMG LLP & a Delwwaen Umitsd labilly pasinership,
the U.S. membsr T of KPMG Interalions’ Cooparative
{"KPMG imternational™), 3 Swiss antity,



The following sections present an overview of the Tribal and Other Trust Funds Financial Statements, and
discuss our consideration of internal control over financial reporting for the Tribal and Other Trust Funds
managed by OST, our tests of compliance with certain provisions of applicable laws and regulations for the
Tribal and Other Trust Funds managed by OST, and management’s and our responsibilities.

Overview — Tribal and Other Trust Funds Financial Statements

The United States Congress has designated the Secretary of the United States Depariment of the Interior
(the Secretary) as the trustee delegate with responsibility for the financial and nonfinancial resources held
in trust on behalf of American Indian tribes and other trust funds. In carrying out the management and
oversight of the Indian trust assets, the Secretary has a fiduciary responsibility to ensuwre monies are
received for the use of Indian lands and the extraction of natural resources from Indian lands, distribute
such monies collected to the appropriate beneficiaries, ensure that trust accounts are properly maintained

and invested, and ensure that accurate and complete reports are provided to the trust beneficianes in
accordance with applicable law.

The American Indian Trust Fund Management Reforrn Act of 1994 (Public Law 103-412) (the Reform
Act) authorized the establishment of OST, which is headed by the Special Trustee for Arerican Indians
{Special Trustee) who reports to the Secretary. Under this legislation, the Special Trustee is responsible for
oversight, reform, and coordination of the policies, procedures, systems, and practices used by various
bureaus and offices of the Department of the Interior (Department), including but not limited to OST, the
Bureau of Indian Affairs (BLA) (a component of Indian Affairs (IA)), the Office of Natural Rescurces
Revenue (ONRR), formerly known as Minerals Management Service Minerals Revenue Management
Program, and the Bureau of Land Management (BLM), in managing Indian trust assets.

The Tribal and Other Trust Funds are dependent upon the processing of trust-related {ransactions within
certain information systems of the Department, including but not limited to OST, BIA, ONRR, and other
Departmenta!l bureaus and offices. BIA and other Departmental bureaus and offices are responsible for
managing the natural resources located within the boundaries of Indian reservations and trust lands as well
as the processing of data regarding the ownership and leasing of Indian lands. The allocation and
distribution of receipts and disbursements by OST to trust beneficiaries are significantly dependent and

reliant upon the receipt of timely and accurate information derived from records maintained by BIA,
ONRR, and other Departmental bureaus and offices.

Internal Control over Financial Reporting

Our consideration of the internal control over financial reporting was for the limited purpose described in
the Responsibilities section of this report and was not designed to identify all deficiencies in the internal
control over fimancial reporting that might be deficiencies, significant deficiencies or material weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis. A significant deficiency is a deficiency, or combination
of deficiencies in internal control, that 1s less severe than a material wealmess, yet important enough to
merit aftention by those charged with governance. A material weakness is a deficiency, or combination of
deficiencies in internal control, such that there is a reasonable possibility that a matenal misstatement of
the financial statements will not be prevented or detected and corrected in a timely basis.

In our fiscal year 2010 audit, we did not identify any deficiencies in internal control over financial
reporting that we consider to be significant deficiencies or material weaknesses as defined above. Exhibit I
to this report presents the status of prior year significant deficiencies reported.



We did however note certain other matters that we have reported fo OST management in a separate letter
dated November 8, 2010.

Compliance and Other Matters

The results of our tests of compliance as described in the Responsibilities section of this report disclosed

no instances of noncompliance or other matters that are required to be reported herein under Government
Auditing Standards.

We did however note certain other matters that we have reported to OST management in a separate letter
dated November 8, 2010. '

Responsibilities
Management'’s Responsibilities

The Reform Act requires that the Secretary shall cause to be conducted an apnual audit on a fiscal year
basis of all funds held in trust by the U.S. Government for the benefit of an Indian tribe that are deposited
or invested pursuant to the Act of June 24, 1938 (25 U.5.C. 162a).

Management is responsible for the Tribal and Other Trust Funds Financial Statements, including:

. Preparing the financial statements in conformity with the basis of accounting described in note 2 to

the Tribal and Other Trust Funds Financial Statements;
. Establishing and maintaining effective intemal control; and

Complying with laws and regulations applicable to the Tribal and Other Trust Funds managed by
OST.

Aunditors’ Responsibilities

QOur responsibility is to express an opinion on the fiscal year 2010 and 2009 Tribal and Other Trust Funds
Financial Statements based on our audit. Except as discussed in the fourth paragraph of our auditors’
report, we conducted our audit in accordance with auditing standards generally accepted in the United
States of America and 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 audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinton on the effectiveness of internal control over financial reporting of the Tribal and
Other Trust Funds managed by OST. Accordingly, we express no such opinion.

An audit alse includes:

. Examining, on a test basis, evidence supporting the amounts and disclosures in the financial

statements;

. Assessing the accounting principles used and significant estimates made by management; and

. Evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.



In planning and performing our fiscal year 2010 audit, we considered internal control over financial
reporling for the Tribal and Other Trust Funds managed by OST by obtaining an understanding of the
internal controls, determining whether intemal coptrols had been placed in operation, assessing control
risk, and performing tests of controls as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements. We limited our internal control testing to those controls
necessary to achieve the objectives described in Government Auditing Standards. We did not test all
internal controls relevant to operating objectives as broadly defined by the Federal Managers’ Financial
Integrity Act of 1982. The objective of our audit was not to provide an opinion on internal centrol over
financial reporting for the Tribal and Other Trust Funds managed by OST. Accordingly, we do not express

an opimion on the effectiveness of the Tribal and Other Trust Funds® intemal control over financial
reporting.

As part of obtaining reasonable assurance about whether the fiscal year 2010 Tnbal and Other Trust Funds
Financial Statements are free of material misstatement, we tested compliance with certain provisions of
laws and regulations for the Tribal and Other Trust Funds managed by OST, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts. We limited our
tests of compliance to the provisions described in the preceding sentence, and we did not test compliance
with all laws and regulations applicable to the Tribal and Other Trust Funds managed by OST. However,

providing an opinion on compliance with laws and regulations was not an objective of our audit, and
accordingly, we do not express such an opinion.

* % ok Rk % ok
This report 1s intended solely for the information and use of the Department’s management, the

U.S. Department of the Interior Office of Inspector General, Office of Management and Budget, the

U.S. Govermnment Accountability Office, and the U.S. Congress, and is not intended to be and should not
be used by anyone other than these specified parties.

KPme LP

November §, 2010



Exhibit I
TRIBAL AND OTHER TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Status of Prior Year Findings, Reported as of September 30, 2009
September 30, 2010

Reference Condition Current Year Status
OST-2009-A Unresolved Financial Reporting Removed. Remaining unresolved financial
Matters from Prior Periods reporting matters from prior periods are no

longer considered significant deficiencies.



INDIVIDUAL INDIAN MONIES TRUST FUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Independent Auditors’ Report on Intemal Control over
Financial Reporting and on Compliance and Other Matters

September 30, 2010



KPMG LLP

Suite 700

Twa Park Squars

6565 Americas Parkway NE
PC Box 3990

Albuguergue, NM 87190

Independent Auditors’ Report on Internal Control over
Financial Reporting and on Compliance and Other Matters

The Special Trustee for Amernican [ndians
U.S. Departmnent of the Interior Office of the Special Trustee for American Indians; and

U.S. Department of the Interior Office of Inspector General:

We have audited the statements of assets and trust fund balances —- modified cash basis of the Individual
Indian Monies Trust Funds (JIM Trust Funds} as of September 30, 2010 and 2009, and the related
statements of changes in trust fund balances — modified cash basis for the years then ended, managed by
the U.S. Department of the Interior Office of the Special Trustee for American Indians (OST), and have
issued our report thereon dated November 8, 2010. The objective of our audit was to express an opinion on
the fair presentation of the TIM Trust Funds Financial Statements. In connection with our fiscal year 2010
audit, we also considered internal control over financial reporting for the I'M Trust Funds managed by
OST and tested compliance with certain provisions of applicable laws and regulations that could have a
direct and material effect on the IIM Trust Funds Financial Statements.

Summary

Our audit report on the ITM Trust Funds Financial Statements was qualified because it was not practicable
to extend our auditing procedures sufficiently to satisfy ourselves as to the fairness of trust fund balances in
the 1M Trust Funds Financial Statements as of September 30, 2010 and 2009 due to the effects of certain
parties for whom OST holds financial assets in trust having filed a class action lawsuit for an accounting of

the individuals’ trust funds. Trust fund balances enter into the determination of financial position and
changes in trust fund balances.

Our audit report states that the M Trust Funds Financial Statements are prepared in accordance with a

basis of accounting that is a comprehensive basis of accounting other than generally accepted accounting
principles, as described in note 2 to the IIM Trust Funds Financial Statements.

Our consideration of internal control over financial reporting was not designed to identify all deficiencies
in the internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. However, we did not identify any deficiencies in internal control over financial

reporting that we consider to be significant deficiencies or material weaknesses as defined in the Internal
Control over Financial Reporting section of this report,

The results of our tests of compliance with certain provisions of laws and regulations disclosed no
instances of noncompliance or other matters that are required to be reported herein under Goverriment
Auditing Standards, issued by the Comptroller General of the United States.

KPMG LLP is a Delewars lmited fGablity partnecsiip,
Ihg U.S. membar fitm of KFMG International Cooperative
{"KPMG Inernational™), a Swiss entity.



The following sections present an overview of the TIM Trust Funds Financial Statements, and discuss our
consideration of internal control over financial reporting for the IIM Trust Funds managed by OST, our

tests of compliance with certain provisions of applicable laws and regulations for the IDM Trust Funds
managed by OST, and management’s and our responsibilities.

Overview — IIM Trust Funds Financial Statements

The United States Congress has designated the Secretary of the United States Department of the Interior
(the Secretary) as the trustee delegate with responsibility for the financial and nonfinancial resources held
in trust on behalf of individual Indians. In camrying out the management and oversight of the Indian trust
assets, the Secretary has a fiduciary responsibility to ensure monies are received for the use of [ndian lands
and the extraction of natural resources from Indian lands, distribute such monies collected to the
appropriate beneficiaries, ensure that trust accounts are properly maintained and invested, and ensure that
accurate and complete reports are provided to the trust beneficiaries in accordance with applicable law.

The American Indian Trust Fund Managernent Reform Act of 1994 (Public Law 103-412) (the Reform
Act) authonized the establishment of OST, which is headed by the Special Trustee for Amencan Indians
(Special Trustee) who reports to the Secretary. Under this legislation, the Special Trustee is responsible for
oversight, reform, and coordination of the policies, procedures, systems, and practices used by various
bureaus and offices of the Department of the Interior (Department), including but not limited to OST, the
Bureau of Indian Affairs (BIA) {a component of Indian Affairs (IA)), the Office of Natural Resources
Revenue (ONRR), formerly known as Minerals Management Service Minerals Revenue Management
Program, and the Bureau of Land Management {(BLM), in managing Indian trust assets.

The M Trust Funds are dependent upon the processing of trust-related fransactions within certain
information systems of the Department, including but not limited to OST, BIA, ONRR, and other
Departmental bureaus and offices. BIA and other Departmental bureaus and offices are responsible for
managing the natural resources iocated within the boundaries of Indian reservations and trust lands as well
as the processing of data regarding the ownership and leasing of Indian lands. The allocation and
distribution of receipts and disbursements by OST to trust beneficiaries are significantly dependent and

reliant upon the receipt of timely and acewrate information derived from records maintained by BIA,
ONRR, and other Departmental bureaus and offices.

Internal Control over Financial Reporting

Our consideration of the internal control over financial reporting was for the limited purpose described in
the Responsibilities section of this report and was not designed to identify all deficiencies in the internal
control over financial reporting that might be deficiencies, significant deficiencies or material weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of perforining their assigned functions, to prevent or
detect and correct misstaternents on a timely basis. A significant deficiency is a dcficiency, or combination
of deficiencies in intemal control, that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance. A material weakness is a deficiency, or combination of
deficiencies in intemnal control, such that there is a reasonable possibility that a material misstatement of
the financial statements will not be prevented or detected and comected on a timely basis.

In our fiscal year 2010 audit, we did not identify any deficiencies in intermal control over financial
reporting that we consider to be significant deficiencies or material weaknesses as defined above. Bxhibit T
to this report presents the status of prior year significant deficiencies reported.



We did however note certain other matters that we have reported to OST management in a separate letter
dated November 8, 2010,

Compliance and Other Matters

The results of our tests of compliance as described in the Responsibilities section of this report disclosed

no instances of noncompliance or other matters that are required to be reported herein under Govermment
Auditing Standards.

We did however note certain other matters that we have reported to OST management in a separate letter
dated November 8, 2010.

Responsibilities
Management’s Responsibilities

The Reform Act requires that the Secretary shall cause to be conducted an annual audit on a fiscal year
basis of all funds held in trust by the U.S. Government for the benefit of an individual Indian that are
deposited or invested pursuant to the Act of June 24, 1938 (25 U.S.C. 162a).

Management is responsible for the IIM Trust Funds Financial Statements, including:

. Preparing the financial staternents in conformity with the basis of accounting described in note 2 to

the IIM Trust Funds Financial Statements;
. Establishing and maintaining effective internal control; and

. Complying with laws and regulations applicable to the IIM Trust Funds managed by OST.
Auditors’ Responsibilities

Our responsibility is to express an opinion on the fiscal year 2010 and 2009 I!M Trust Funds Financial
Statements based on our audit. Except as discussed in the fourth paragraph of our auditors’ report, we
conducted our audit jn accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Cormptrolier General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial staterments are free of material
misstatement. An audit includes consideration of intemmal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of internal control over financial reporting of the JIM Trust Funds managed

by OST. Accordingly, we express no such opinion.
An audit also includes:

J Examining, on a test basis, evidence supporting the amounts and disclosures in the financial

statements;
Assessing the accounting principles used and significant estimates made by management; and
) Evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.



In planning and performing our fiscal year 2010 audit, we considered internal control over financial
reporting for the IIM Trust Funds managed by OST by obtaining an understanding of the internal controls,
determining whether internal controls had been placed in operation, assessing control nisk, and performing
tests of controls as a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements. We limited our internal control testing to those controls necessary to achieve
the objectives descnibed in Government Auditing Standards. We did not test all internal controls relevant to
operating objectives as broadly defined by the Federal Managers' Financial Integrity Act of 1982, The
objective of our audit was not to provide an opinion on internal control over financial reporting for the IIM

Trust Funds managed by OST. Accordingly, we do not express an opinion on the effectiveness of the IIM
Trust Funds’ internal control over financial reporting,

As part of obtaining reasonable assurance about whether the fiscal year 2010 IIM Trust Funds Financial
Statements are free of material misstatement, we tested compliance with certain provisions of laws and
regulations for the TIM Trust Funds managed by OST, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. We limited our tests of compliance to
the provisions described in the preceding sentence, and we did not test compliance with all laws and
regulations applicable to the IM Trust Funds managed by OST. However, providing an opinion on

compliapce with laws and regulations was not an objective of our audit, and accordingly, we do not
express such an opinion.

% ok ok ¥ k¥ %
This report is intended solely for the information and use of the Departiment’s management, the
U.S. Department of the Interior Office of Inspector General, Office of Management and Budget, the

U.S. Government Accountability Office, and the U.S. Congress, and is not intended to be and should not
be used by anyone other than these specified parties.

KPMes LP

November 8, 2010



Exhibit I
INDIVIDUAL INDIAN MONIES TRUST EUNDS
MANAGED BY THE U.S. DEPARTMENT OF THE INTERIOR
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS

Status of Prior Year Findings, Reported as of September 30, 2009

September 30, 2010
Reference Condition Current Year Status
OST-2009-A Unresolved Financial Reporting Removed. Remaining unresolved financial
Matters from Prior Periods reporting matters from prior periods are no

longer considered siguificant deficiencies.



