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Udall Foundatioﬁ

CIVILITY, INTEGRITY, CONSENSUS

November 15, 2011
FY 2011 Performance and Accountability Report

The Udall Foundation is an Executive Branch agency that was established by Congress in 1992
and began operations in FY 1995. It helps educate the next generation of Native American and
environmental leaders through college scholarships, a Congressional Native American internship
program, graduate fellowships, and the Native Nations Institute for Leadership, Management
and Policy.

The Foundation also operates the U.S. Institute for Environmental Conflict Resolution, which is
the only entity within the federal government focused entirely on preventing and resolving
environmental conflicts and promoting collaborative decision making. The U.S. Institute
promotes meaningful participation by a wide range of stakeholders in decision making and
resolving conflicts involving the federal government.

The Foundation has a track record of translating modest funding levels into concrete national
achievements in these areas.

In addition, | am pleased to report that the Foundation received an unqualified (“clean”) audit
opinion for FY 2011, which assures Congress, the general public and others that the financial
statements contained in this report accurately reflect the financial health of the Foundation.

The Board extends its thanks to those who have provided support to the Foundation and
believes this performance and accountability report justifies the continued support of our
activities.

A A

Eric D. Eberhard
Chairman of the Board
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Udall Foundatior;

CIVILITY, INTEGRITY, CONSENSUS

November 15, 2011
FY 2011 Performance and Accountability Report

As in prior years, the Foundation achieved an outstanding performance record in FY 2011,
exceeding most performance goals. This outstanding performance record is but one measure of
the ways in which the Foundation’s staff continuously works to improve its programs every year.

| refer you to the attached Management Discussion and Analysis for a summary of the
Foundation’s mission, goals and accomplishments, as well as financial data for FY 2011. The
financial and performance data included in the report are reliable and complete.

| am pleased to note that the Foundation received an unqualified (“clean”) opinion for FY 2011,
and that no material weaknesses were identified by the independent auditor. This excellent
result assures the Congress and the public that the financial information presented is accurate
and reliable. | am also pleased to report that the necessary management controls are in place to
detect fraud.

e, & Wk

Ellen K. Wheeler
Executive Director
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Udall Foundatior;

CIVILITY, INTEGRITY, CONSENSUS

November 15, 2011

FY 2011 Performance and Accountability Report

The Udall Foundation received an unqualified (“clean”) opinion in the FY 2011 audit. The audit
found no material weaknesses. The Foundation has received unqualified (“clean”) opinions for
all audit years.

Since the Foundation has a small financial staff, the U.S. General Services Administration’s
Finance Center provides essential payroll and financial services for the Foundation. The
partnership with GSA has allowed the Foundation’s financial operations to concentrate on
timeliness and efficiency.

The Foundation continues to improve operational data available to decision-makers by utilizing
staff IT talent to fine tune in-house applications.

N\jwf

Philip J. Lemanski
Deputy Executive Director for
Finance and Education Programs
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Management Discussion and Analysis

Mission and Organizational Structure
UDALL FOUNDATION

Mission

In 1992, Congress created the Morris K. Udall Scholarship and Excellence in National
Environmental Policy Foundation.” In 1998, Congress amended the enabling legislation to create
the U.S. Institute for Environmental Conflict Resolution as a program of the Udall Foundation.’
Congress modified the Udall Foundation’s enabling legislation in 2000, authorizing management
and leadership training, assistance and resources for policy analysis, and other appropriate
activities related to Native American health care and tribal leadership.® All of this authorizing
legislation is codified at 20 U.S.C. 5601-5609. Most recently in 2009, Congress enacted
legislation to recognize Stewart Udall through the Foundation, renaming it the Morris K. Udall
and Stewart L. Udall Foundation.”

The law gives governing authority for the Foundation to a Board of Trustees, appointed by the
President with the advice and consent of the U.S. Senate.

The purposes, as set forth in the law, of the Udall Foundation are to:

increase awareness of the importance of and promote the benefit and enjoyment of the
nation’s natural resources.

foster a greater recognition and understanding of the role of the environment, public lands
and natural resources in the development of the U.S.

identify critical environmental issues.
develop resources to properly train professionals in the environmental and related fields.
provide educational outreach regarding environmental policy.

develop resources to properly train Native American and Alaska Native professionals in
health care and public policy, by conducting management and leadership training of Native
Americans, Alaska Natives, and others involved in tribal leadership, providing assistance and
resources for policy analysis, and carrying out other appropriate activities to achieve these
goals.

establish the U.S. Institute for Environmental Conflict Resolution to assist the federal
government in implementing section 101 of NEPA by providing assessment, mediation, and
other related services to resolve environmental disputes involving federal agencies.

! Morris K. Udall Scholarship and Excellence in National Environmental and Native American Public Policy
5 Act of 1992, Public Law 102-259.
3 Environmental Policy and Conflict Resolution Act of 1998, Public Law 105-156.
Omnibus Indian Advancement Act, Public Law 106-568, Section 817.
*Morris K. Udall Scholarship and Excellence in National Environmental Policy Amendments Act of 2009,

Public Law 111-90.
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Organizational Structure

The Foundation is organized into two distinct program areas: education programs and the U.S.
Institute for Environmental Conflict Resolution. In FY 2011, the Foundation had 38 FTEs.

Shown on the next page is the current organizational chart for the agency.
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Education Programs

The Foundation is authorized to award scholarships, fellowships, internships and grants for
educational purposes. The specific areas permitted by the law are:

Scholarships for college undergraduates in two areas — 1) to those who intend to pursue
careers related to the environment and 2) Native Americans and Alaska Natives who intend
to pursue careers in health care and tribal public policy.

Internships, including awards to Native American and Alaska Native individuals participating
in internships in federal, state and local agencies or in offices of major public health or public
policy organizations.

Fellowships to graduate students pursuing advanced degrees in fields related to the
environment.

Grants to the Udall Center for Studies in Public Policy at the University of Arizona, for various
purposes including research on environmental policy, Native American and Alaska Native
health care issues and tribal public policy issues.

All of the above education programs are funded by the annual income from the Trust Fund. The
annual income is specifically allocated by the law, as follows: at least 50 percent for
scholarships, internships and fellowships; at least 20 percent for grants to the Udall Center; and
a maximum of 15 percent for salaries and other administrative costs. Parks in Focus and other
activities are funded from the remaining 15 percent of Trust Fund income.

One of the Foundation’s purposes is to develop resources to train Native American and Alaska
Native professionals in health care and public policy by developing management and leadership
training of those involved in tribal leadership and providing assistance and resources for policy
analysis.

In connection with this purpose, the Udall Foundation co-founded the Native Nations Institute
for Leadership Management and Policy with the University of Arizona in 2000. NNI provides
executive management and leadership training to tribal leaders, as well as policy analysis.
Congress has authorized the Udall Foundation to transfer a portion of its Trust Fund
appropriations in each of fiscal years 2001 through 2011 for the purposes of NNI. The
Foundation has transferred a total of $8 million over that period to NNI.

The U.S. Institute for Environmental Conflict Resolution

The U.S. Institute for Environmental Conflict Resolution (U.S. Institute) provides services such as
assessment, mediation, and training to resolve environmental disputes involving the federal
government. Congress has provided annual operating appropriations for the U.S. Institute every
year since fiscal 1999. The U.S. Institute is also authorized to collect and retain fees for services
it provides.
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Performance Goals, Objectives and Results

Performance Goals

The Foundation has two overarching strategic goals with associated objectives that contribute
to the Foundation's efforts to meet its mission.

These strategic goals and objectives are:

Strategic Goal 1: Provide educational opportunities to promote careers related to
environmental policy and natural resources, Native American health care, and Native American
tribal policy.

Objective Goal 1a: Increase educational opportunities that promote understanding and
appreciation of the environment, environmental policy, natural resources and public lands
through scholarships and fellowships.

Objective Goal 1b: Increase educational opportunities for Native Americans and Alaska
Natives in health care and tribal public policy.

Strategic Goal 2: Resolve environmental conflicts and improve environmental decision making
through mediation, training and related activities.

Objective Goal 2a: Resolve environmental conflicts and improve environmental decision
making by increasing the appropriate use of environmental conflict resolution (ECR) through
U.S. Institute case services.

Objective Goal 2b: Resolve environmental conflicts and improve environmental decision
making by increasing the capacity of agencies and other affected stakeholders and
practitioners to manage and resolve conflicts through the appropriate use of ECR.

Objective Goal 2c: Resolve environmental conflicts and improve environmental decision
making by providing leadership to guide ECR practice and policy development within the
federal government.

Detailed performance measures, targets and timeframes are defined for each goal.
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Performance Results

Education Activities

FY 2011 objectives for education opportunities (Strategic Goal 1) focused on:

Objective Goal 1a. Increasing educational opportunities that promote understanding and
appreciation of the environment, environmental policy, natural resources and public lands
through scholarships and fellowships.

As targeted for FY 2011, 80 undergraduate scholarships of up to $5,000 each, 50 honorable
mention awards of $350 each, and two dissertation fellowships of $24,000 each were
awarded. In terms of quality, the Foundation exceeded its performance target with 98% of
scholars and fellows reporting they received a quality educational experience in their
program activities and interactions with the Foundation. Higher education institutions
appointed 1,094 faculty representatives to guide and advise students on Udall scholarship
opportunities, just below the Foundation's FY 2011 target of 1,200. Significant effort was
directed at recruiting and developing relationships with faculty representatives in FY 2011,
but the number of newly recruited representatives did not offset outgoing representatives
(e.g., retiring and relocating faculty). The Foundation believes that in maintaining a faculty
base of approximately 1,100 it has hit an optimal level of faculty representation for operating
the scholarship program. The Foundation also believes it is worth noting that for FY 2011 the
number of institutions nominating students increased by 18%, and the participating faculty
representatives nominated 510 scholars to complete for the 80 scholarships.

Objective Goal 1b. Increasing educational opportunities for Native Americans and Alaska Natives
in health care and tribal public policy.

A significant part of the Foundation’s mission is to provide educational resources for Native
Americans and Alaska Natives related to health care and tribal public policy, with a particular
focus on management and leadership training. The goal of the Foundation’s Native American
and Alaska Native Congressional Internship Program is to provide the majority of interns a
comprehensive legislative and quality education experience. For FY 2011, the Foundation
placed 12 interns in Congressional offices and agencies, and all 12 interns (100%) highly rated
their internship experience.

For FY 2011, the Foundation exceeded its performance objective related to management and
leadership training provided to Native American tribes through the Native Nations Institute
for Leadership, Management, and Policy (NNI). Ninety percent of respondents reported that
the Native Nations Institute is an important resource for them in carrying out their nation
building work.
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Environmental Conflict Resolution Activities

FY 2011 objectives for environmental conflict resolution (Strategic Goal 2) focused on:

Objective Goal 2a. Resolving environmental conflicts and improving environmental decision-
making by increasing the appropriate use of ECR through U.S. Institute case services.

The U.S. Institute exceeded its FY 2011 performance target by increasing to 102 the number
of case consultations provided to enable federal agencies and other affected stakeholders to
effectively engage in ECR. These services included early advice, consultation and convening
services that are necessary to begin a conflict resolution process (and are generally not
reimbursable). The U.S. Institute was within a few percentage points of its FY 2011
performance target for referral services, and exceeded its performance targets for
assessment, mediation and facilitation services. In combination, these case support services
help federal agencies and other stakeholders increase the appropriate use of ECR by: (a)
providing advice on whether ECR is appropriate in a given situation, (b) connecting
stakeholders with qualified mediators, (c) analyzing conflicts and designing conflict resolution
strategies, and (d) bringing parties to the table and mediating environmental disputes.

Objective Goal 2b. Resolving environmental conflicts and improving environmental decision
making by increasing the capacity of agencies and other affected stakeholders and practitioners
to manage and resolve conflicts through the appropriate use of ECR.

Two activities were undertaken in connection with this goal. They included ECR training
services and programmatic support services (e.g., assistance with the implementation of
agency ECR program initiatives). The U.S. Institute’s FY 2011 training included agency-
requested sessions aimed at specific needs, capacity building efforts integrated into conflict
resolution processes, and training for those involved in the field of ECR, including
practitioners and ECR leaders in government agencies. For FY 2011 the U.S. Institute
exceeded its performance target with 92% of participants who experience an ECR training
reporting “what they take away from the training will have a very positive impact on their
effectiveness in the future.” The U.S. Institute also received positive evaluation feedback and
exceeded the FY 2011 performance target for its programmatic support services.

Objective Goal 2c. Resolving environmental conflicts and improving environmental decision
making by providing leadership to guide ECR practice and policy development within the federal
government.

In connection with objective 2c, the U.S. Institute targeted six major activities to be
undertaken during FY 2011. As targeted, these activities included: (1) Assisting the Council on
Environmental Quality (CEQ) and the Office of Management and Budget (OMB) in their
efforts to engage leadership throughout the federal government to discuss ways to more
systematically prevent or reduce environmental conflict as directed by the November 2005
ECR policy memorandum. (2) Preparing to host the seventh national ECR Conference. (3)
Advancing Technology-Enhanced ECR in line with the Administration’s Open Government
Initiative. (4) Continuing to develop the Native Dispute Resolution Network and related Skills
Exchange Workshops. (5) Facilitating an Interagency Dialogue on Ecosystem Markets. (6)
Launching a pilot Regional Environmental Forum, a mechanism to pursue collaborative
solutions to environmental and natural resources issues by linking various levels of
government both vertically and horizontally in collaborative problem solving processes.
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Analysis of Financial Statements and Stewardship Information

Introduction and Analysis of Statements

The Federal Accounting Standards Advisory Board requires that the agency’s financial
statements be displayed in several formats. The annual financial statements include a Balance
Sheet, Statement of Net Cost, Statement of Changes in Net Position, Statement of Budgetary
Resources, and related notes. The statements are in addition to the internal financial reports to
management, which are prepared from the same data.

The statements combine data for both the Trust Fund and the U.S. Institute for Environmental
Conflict Resolution (U.S. Institute); however, the Trust Fund and U.S. Institute receive separate
appropriations, and the appropriations are deposited into separate funds. Although both funds
invest available balances in Treasury obligations, they differ in how they may be spent: U.S.
Institute appropriations remain available until expended and are used for annual operations; the
appropriations for the Trust Fund are added to principal and invested, and only the income may
be used to fund the Foundation’s educational programs.

Public Law 102-259 authorized appropriations of $40 million for the Foundation Trust Fund. The
initial appropriation in 1994 was approximately $19.9 million; from FY 1998 through FY 2011, an
additional $30.2 million has been appropriated by the Congress, of which $8 million has been
transferred to the Native Nations Institute (NNI), bringing the total appropriations deposited in
the Trust Fund to $42.1 million. The Trust Fund is invested by law in Treasury obligations.

The U.S. Institute has received annual operating appropriations of approximately $1.3 million
each year from FY 1999 through FY 2005, $1.9 million in FY 2006 through FY 2007, $2 million in
FY 2008, $2.1 million in FY 2009 and $3.8 million in FY 2010 and FY 2011. The U.S. Institute also
received a one-time start-up appropriation of $3 million.

Balance Sheet

The Balance Sheet provides a “snapshot” of the Foundation’s financial condition as of the end of
the fiscal year. The Assets category includes both long-term investments and Treasury balances
that are invested on a monthly basis.

Overall, assets grew by approximately $4 million (8.6%). The increase in total assets resulted
primarily from appropriations paid from the Treasury into the Trust Fund, and from increases in
earned revenue associated with Institute operations.

The vast majority of the Total Assets shown on the balance sheet are Trust Fund investments,
representing both short and long term Treasury obligations. Because annual appropriations to
the Trust Fund may not be spent, but must be invested, these appropriations increased the fund
balance in FY 2011. Since long-term rates were not favorable in FY 2011 and therefore long-
term investments were not purchased to replace short-term investments, the increase in Assets
is the result of an increase in short-term obligations. Short-term obligations will be used to
purchase long-term obligations when rates increase from historic lows. With long-term rates
below this threshold, additions to the Trust Fund continue to be invested for the short-term.

Project activity for the U.S. Institute increased significantly in FY 2011, especially at year-end. As
a result, short-term treasury investments increased by 72%. Liabilities also increased, by
approximately 78.6%, primarily due to an increase in liabilities associated with advance
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payments. Thus, although increased project revenue at the end of the fiscal year boosted total
assets, expenses associated with that project activity will come due in FY 2012.

The U.S. Institute has not spent all of its one-time start-up appropriation, and the balance is
invested on a monthly basis and therefore included in assets. In addition, the U.S. Institute is
authorized to collect and retain fees from federal agencies for its work. All available balances
are invested monthly.

Statement of Net Cost (SNC)

The SNC displays the respective total expenses, net of earned revenues. Overall, the net cost of
operations decreased by approximately $731,000 in FY 2011, a change of approximately 13%.
Trust Fund activity was down nearly 35% because the Foundation transferred fewer funds to the
Native Nations Institute in FY 2011 than in FY 2010. This occurred because the annual
appropriation to the Trust Fund did not occur until May 2011, which impacted the delivery of
NNI programs and the timing and level of NNI expenditure.

Demand for the Institute’s services increased significantly. The total Institute earned revenue
increased 17.6%, while the expenses increased 14.5%. The Institute activity level results from
attempting to meet the increasing demand for transparency and collaboration in environmental
disputes.

Statement of Changes in Net Position

Overall, the ending balances increased in FY 2011 by $3.6 million. The appropriations to the U.S.
Institute decreased over the prior year due to a rescission in FY 2011; however, revenue
increased, resulting in a positive net change for the U.S. Institute. In addition, there was a $2.3
million increase in the Trust Fund’s net position.

Statement of Budgetary Resources (SBR)

The SBR provides information to help assess budget execution and compliance with budgetary
accounting rules. It provides information on total budgetary resources available, the status of
those resources, and outlays. This statement is prepared on an “obligation” basis as opposed to
the accrual basis of accounting used for the other statements. Overall, budgetary resources
increased by $2.1 million. Net outlays decreased approximately 21.5% as a result of decreases
in the outlays of both the Trust Fund and the Institute.

Controls, Systems, and Legal Compliance

Financial Audit

In fiscal year 2011, the Foundation had its eighth independent audit of its financial statements.
The audit provides additional assurance to its constituents, to Congress, and to the Foundation’s
Chief Financial Officer that the Foundation’s financial transactions and management practices
are in keeping with established laws, regulations, and practices. The Foundation received
unqualified ("clean") opinions for all years.
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Independent Auditor's Reportable Condition (FY 2011)

The independent auditors identified no deficiencies in internal control that are considered
materials weakness in financial reporting during their audit for the year ended September 30,
2011.

Condition

The U.S. General Services Administration’s (GSA) Finance Center, a federal financial
management center of excellence, performs necessary payroll and financial services for the
Foundation. Examples of the services are: Furnishing all necessary payroll support functions;
receipt and disbursement of funds; financial reporting and related accounting functions; and
execution of all investments in Treasury obligations, the only investment vehicle available to the
Foundation. Management considers GSA to be part of the Foundation’s financial management.

Statement of Assurance

The Udall Foundation’s management is responsible for establishing and maintaining effective
internal control and financial management systems that meet the objectives of the Federal
managers’ financial integrity Act (FMFIA). The Foundation conducted its assessment of the
effectiveness of its internal controls and financial management systems, and it determined that
the results meet the objectives of FMFIA, section 2 and 4, and no material weaknesses were
found in the design and operation of its internal controls.

fllon £ Wleids—

Ellen Wheeler
Executive Director

Possible Future Effects of Existing Events and Conditions

Future Effects and Trend Data

Education Programs: Current Federal Reserve policy on interest rates is expected to keep both
long and short-term yields on Treasury instruments very low for an extended period of time. If
both short and long-term yields on Treasury instruments are low, the Foundation will not earn
as much interest to fund its Education program. In addition, maturing long-term bonds cannot
be replaced with similar yields unless prohibitively high-cost premiums are paid. The
Foundation, therefore, is closely examining its budget and programs as well as options for
alternative revenue sources.

U.S. Institute for Environmental Conflict Resolution: Although the U.S. Institute charges fees for
all ECR cases and projects that develop beyond the initial consultation stage, it has relied upon a
baseline appropriation to support its operations. Since the U.S. Institute has a statutory
obligation to use the services of neutrals in the geographic area of the dispute when feasible,
and because use of contracted service providers leverages the effort of the small staff and
enables the Institute to work on a far larger number of cases and projects, the majority of
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project revenue -- approximately 70% to 80% (with the exact percentage each year depending
on the relative levels of contracted services on projects versus Institute staff services) —is
typically passed through to contracted neutrals. The portion retained helps pay for Institute
operations and contributes to the Institute’s ability to market its services.

There are, therefore, two unknowns that could adversely affect operations — a significant
reduction of the entity’s baseline appropriations or a sharp reduction in fees due to the inability
of agencies to pay. Restricted budgets result in delays to large projects, fewer projects or both.
The U.S. Institute is continuing efforts to reach out to a broader array of agencies in order to
reduce the likelihood of downward swings in the Institute’s overall earned revenue. Such
diversification will reduce the potential for sudden drops in earned revenue, all other factors
being held constant.

Limitations of the Financial Statements

The enclosed principal financial statements have been prepared to report the financial position
and results of operations of the Foundation, as required by 31 U.S.C. 3515(b). The statements
have been prepared from the books and records of the Foundation in accordance with
accounting principles generally accepted in the United States of America (GAAP) for Federal
entities and the formats prescribed by the Office of Management and Budget. These financial
statements are in addition to other financial reports used to monitor and control budgetary
resources that are also prepared from the same books and records.
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FY 2011 Performance Results

Background

The mission of the Udall Foundation, an independent agency of the executive branch, is
established by its enabling legislation, codified at 20 U.S.C. 5601 et seq. The law focuses the
Foundation’s programs in two major areas:

=  Providing educational opportunities related to environmental policy, Native American
health care, and Native American tribal policy, and

=  Assisting to resolve environmental disputes that involve federal agencies through
mediation and related services.

To meet its education mission, the Foundation administers a national scholarship and fellowship
program, conducts a summer Native American internship program in Washington, D.C., and
supports the Native Nations Institute, which provides executive and leadership training and
policy analysis assistance for American Indian Tribes. The Foundation also sponsors "Parks in
Focus," a program intended to foster an interest in and appreciation for the environment and
natural resources in young people through photography-centered visits to national parks.

The Foundation’s environmental conflict resolution mission is addressed by the U.S. Institute for
Environmental Conflict Resolution, a Foundation program created by Congress in 1998 to
provide mediation, facilitation, training and related services to assist in resolving environmental,
natural resources, and public lands conflicts involving federal agencies. As an independent,
third-party neutral, the U.S. Institute is able to assist all parties (private-sector entities, state,
local and tribal governments, and federal agencies) to collaborate more effectively on decisions
affecting the environment and natural resources.

The Foundation has two overarching strategic goals, each with associated objectives and
performance goals that contribute to the Foundation's efforts to meet its mission (Table 1).
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Table 1. Foundation's Goals

Strategic Goal 1 (Education Mission)

Provide educational opportunities to promote careers related to environmental policy and
natural resources, Native American health care, and Native American tribal policy.

Objective Goal 1a
Increase educational opportunities that
promote understanding and appreciation
of the environment, environmental policy,
natural resources, and public lands through
scholarships and fellowships.

Objective Goal 1b

Increase educational opportunities for Native
Americans and Alaska Natives in health care
and tribal public policy.

Performance Goal 1: Scholarships and
Fellowships

Provide award opportunities for
students pursuing careers related to
the environment, and tribal public
policy and health care.

Increase the percent of scholarship
and fellowship recipients who report
they are satisfied they received a
quality educational experience in
their interactions and program
activities with the Foundation.

Performance Goal 2: Faculty Advisors

Increase the number of higher
education institutions dedicating
faculty representatives to guide and
advise students on Udall scholarship
opportunities, so that students have
more opportunities to learn about
and compete for scholarship awards.

Performance Goal 1: Native American
Congressional Internship Program

Provide 12 summer internship
opportunities for Native American and
Alaska Native students in Congressional
offices and agencies that provide a
comprehensive legislative experience to
the interns.

Increase the percentage of interns who
report they are satisfied they received a
quality educational experience through
the Native American Congressional
Internship Program.

Performance Goal 2: Native Nations
Institute for Leadership, Management, and
Policy

Develop and test executive education
curriculum tailored to needs of newly
elected tribal councilors and chairs.
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Strategic Goal 2 (Environmental Conflict Resolution Mission)

Resolve environmental conflicts and improve environmental decision making
through mediation, training and related activities.

Objective Goal 2a
Resolve environmental conflicts and
improve environmental decision
making by increasing the appropriate
use of ECR through U.S. Institute case
services.

Objective Goal 2b

Resolve environmental conflicts and
improve environmental decision
making by increasing the capacity of
agencies and other affected
stakeholders and practitioners to
manage and resolve conflicts
through the appropriate use of ECR.

Objective Goal 2¢c

Resolve environmental
conflicts and improve
environmental decision making
by providing leadership to
guide ECR practice and policy
development within the
federal government.

Performance Goal 1: Consultations
Increase the case consultation and
management services provided to
stakeholders seeking the resolution
of conflicts using ECR.

Performance Goal 2: Referrals
Increase the percent of those using
ECR practitioner referral services who
report the roster was a valuable
resource for identifying qualified
mediators/facilitators to assist them
in solving their environmental or
natural resource issues.

Performance Goal 3: Assessments

Increase the percentage of
assessments for which the majority
of stakeholders strongly agree that
the U.S. Institute helped them
determine how best to proceed to
resolve their conflict.

Performance Goal 4: Mediations

Increase the percentage of
mediations for which the majority of
stakeholders report full or partial
agreement was reached or progress
was made towards addressing the
issues or resolving the conflict.

Performance Goal 1: Build

Institutional Capacity within the

Federal Government
Increase the percentage of federal
agency representatives who report
the Dispute Systems Designs
(programmatic support - systems
design and program development
work) provided by the U.S.
Institute have improved the
effectiveness of their ECR efforts.

Performance Goal 2: Build Capacity

at a Stakeholder Level
Increase the percent of
participants who experience an
ECR training and report what they
take away from the training will
have a very positive impact on
their effectiveness in the future.

Performance Goal 1:

Leadership Initiatives
Resolve environmental
conflicts and improve
environmental decision
making by increasing the
number of federal ECR
leadership initiatives assisted
through the U.S. Institute.
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Performance Results

Strategic Goal 1 (Education Programs):
Provide educational opportunities to promote careers related to environmental policy and
natural resources, Native American health care, and Native American tribal policy.

Objective Goal 1a:
Increase educational opportunities that promote understanding and appreciation of the

environment, environmental policy, natural resources, and public lands through scholarships
and fellowships.

Provide merit-based awards for (1) undergraduate scholarship recipients who intend to
pursue careers related to the environment, and Native American and Alaska Native
scholarship recipients who intend to pursue careers in tribal public policy and health care, and
(2) Ph.D. candidate award recipients whose dissertations focus on U.S. environmental policy
and/or conflict resolution. The Udall scholarship is by nomination only; the designated Udall
Faculty Representative at higher education institutions must nominate students.

Performance Goal 1 - Scholarshlps and Fellowships

Increase award opportunities for Fiscal ,jlk_nnuatl P ,fActuaI
. arge erformance
students pursuing careers related to Year g

the environment, and Native

American students in tribal public FY 2007 80

policy and health care. FY 2008 80 50 2 80 50 2

a) Undergraduate Scholarships FY 2009 80 50 2 80 50 2

b) Undergraduate Honor Mention Awards

c) Graduate Fellowships FY 2010 80 50 2 80 50 2
FY 2011 80 50 2 80 50 2

Increase the percent of scholarship

. Fiscal Annual Actual
. . Year Target Performance
and fellowship recipients who report | L I IERRESENRREREN..

they received a quality educational FY 2007 92% 100%
experience in their interactions and FY 2008 92% 95%
program. activities with the EY 2009 93% 100%
Foundation.
FY 2010 93% 100%
FY 2011 93% 98%
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Performance Goal 1 focuses on the number of award opportunities and the quality of the
educational experience provided to scholars. As detailed in the graphic representation above,
the Foundation met the FY 2011 annual targets for scholarships and fellowships.

Performance Goal 2

Faculty Institutions

Annual Annual Annual Annual

Target Performance Target Performance
Increase the number of higher FY2007 900 1,126 200 221
education institutions
dedicating faculty FY 2008 1,100 1,199 200 239
representatives to guide and FY 2009 1150 1127 225 233
advise students on Udall ’ ’
Scholarship opportunities. FY 2010 1,200 1,118 250 256

FY 2011 1,200 1,094 300 303

The scholarship selection process is highly competitive; in 2011, 510 nominees competed for the
80 scholarships. These nominees represent the top one or two students from a college or
university, who have survived their school’s own screening process and received their school’s
recommendation for the Udall scholarship. Because all candidates must be nominated by their
college or university, the Foundation emphasizes development of a strong network of faculty
advisors designated by their schools as representatives for the Udall scholarship.

Significant effort was directed at recruiting and developing relationships with faculty
representatives in FY 2011. Although the number of faculty representatives for the scholarship
has decreased in the last two years, the number of institutions participating in the scholarship
application process has increased considerably. Significant effort has been directed toward
recruiting and developing relationships with faculty representatives every year in order to
maintain commitment to Foundation programs, and replace outgoing faculty. Although the
number of faculty representatives was 2% less than last year and 9% below target, the number
of institutions that nominated students for the scholarship increased from 256 in 2010 to 303 in
2011, an 18% increase in participating universities.

Performance Goal 3 - Parks in Focus

Through the Parks in Focus Fiscal Year Annual Actual
Target Performance
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program, increase the - Number of { Number of
number of opportunities for Students | Trips | States | Students | Trips | States
disadvantaged youth, ages
11-13, to develop an FY 2007 36 3 3 36 3 3
appreciation for the FY 2008 48 4 4 48 4 4
environment and natural
resources through the art of FY 2009 48 4 4 70 7 5
photography during outings
in national parks and other FY 2010 96 8 8 92 9 7
natural areas.

FY 2011 160 6 4 150 9 4
Increase the number of Annual ’ Actual
Parks in Focus students who Target Performance
report they received a FY 1999 to
quality educational FY 2009 New measure under development
experience in their
interactions and program FY 2010 85% 100%
activities with the
Foundation. FY 2011 85% 100%

The Parks in Focus program teaches appreciation for the natural environment through active,
intensive, photography-centered excursions to national parks and other public lands. The
participants, primarily 11- to 13-year-old members of the Boys & Girls Clubs -- many of whom
have never before left their local communities -- are provided digital cameras to use and keep,
and they learn the fundamentals of photography, ecology, and conservation while hiking, biking,
and kayaking their way through national parks, monuments, wilderness areas, and other
national public lands. Funding limitations have kept Parks in Focus relatively small (i.e., one trip
a year until 2006; increased to three trips in 2007, four trips in 2008, seven trips in 2009, nine
trips in 2010, and 9 overnight trips in 2011).

For the last three years, the Foundation has piloted a model for expansion that draws on Udall
Scholars as group leaders and builds on its successful partnerships with Boys & Girls Clubs and
individual National Park Service units. Udall Scholar alumni, now more than 1,000 in number,
are a key resource to expanding the existing program. The five-year vision is to continue
expanding the program to reach more youth at a deeper level. Through a new community
development model in Tucson and place-based program emphasis, by FY 2015 the Foundation
hopes to reach more than 300 young people a year.

Ultimately, the Foundation aims to create a new generation of citizen stewards while further
developing the leadership capabilities of Udall scholars. The Foundation currently anticipates
funding the expansion through partnerships with federal agencies such as the National Park
Service and contributions from the private sector.
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Objective Goal 1b:
Increase educational opportunities for Native Americans and Alaska Natives in health care and
tribal public policy.

A significant part of the Foundation’s mission is to provide educational resources for Native
Americans and Alaska Natives related to health care and tribal public policy, with a particular
focus on management and leadership training for those involved in tribal leadership, assistance
and resources for policy analysis, and related activities.

Native American Congressional Internship Program

The Native American Congressional Internship Program provides quality opportunities for
Native American and Alaska Native students to build their leadership skills by gaining
practical experience in the federal legislative process, congressional matters, and
governmental proceedings through internships at congressional offices and agencies in
Washington, D.C.

i

Performance Goal 1

Fiscal Annual Actual
Provide summer internship opportunities Year Target Performance
for Native American and Alaska Native FY 2007 12
students in congressional offices and
agencies that provide a comprehensive FY 2008 12
legislative experience to the interns. FY 2009 12 13
FY 2010 12
FY 2011 12
Fiscal Annual Actual
Increase the percent of interns who report Year Target Performance
they received a quality educational FY 2007 92% 100%
experience through the Native American . "
Congressional Internship Program. FY 2008 92% 100%
FY 2009 92% 100%
FY 2010 92%’ 92%
FY 2011 92% 100%

> This performance measure is calibrated based on the number of interns (i.e., the majority of interns 11 of 12 (92%) felt they received
a quality educational experience). In the Foundation’s FY 2010 performance budget, this goal was increased based on anticipated
sponsorship of additional interns by the First Alaskans Institute. Funding from the First Alaskans Institute became unavailable in FY
2010, and therefore this performance measure has been recalibrated based on 12 annual interns.
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The goal of the Foundation’s Native American and Alaska Native Congressional Internship
Program is to provide the majority of interns a comprehensive legislative and quality education
experience. For FY 2011, the Foundation placed 12 interns in Congressional offices and agencies,
all interns (100%) highly rated their internship experience. The Foundation uses evaluation
feedback from interns to facilitate continual learning and improvement.

The 2011 Native American Congressional Internship class included

= Alys Ann Alley, Pokagon Band of Potawatomi Indians, interning in the Office of
Representative Dale E. Kildee;

=  Sarah Butrum, Sisseton Wahpeton Oyate, interning for Senator Tim Johnson;

= Brianna Carrier, Mohawk from the Six Nations Reserve in Ontario, interning in the Office
of Senator Tom Udall;

= Mark Cruz, affiliated with the Klamath Tribes, interning at the U.S. Department of
Education in the Office of the General Counsel;

= Tara Houska, Couchiching First Nation, interning at the White House Council on
Environmental Quality (CEQ);

= Daniel Knudsen, Confederated Salish and Kootenai Tribes, interning for Senator Mark Udall;

=  Michael Mainwold, Onk Akimel O’Odham from the Salt River Pima-Maricopa Indian
Community, interning with the U.S. Department of the Interior, Office of the Solicitor, in
Indian Affairs;

= Rose Nimkiins Petoskey, Grand Traverse Band of Ottawa and Chippewa Indians, interning
at the U.S. Department of the Interior, Bureau of Indian Affairs, in the Office of the
Assistant Secretary;

= Elizabeth Anne Reese, Pueblo of Nambe, interning for Senator Jeff Bingaman;

= Jacob Schellinger, Stockbridge-Munsee Band of the Mohicans, interning with the U.S.
Department of Justice in the Office of Tribal Justice;

=  Farrah Lisa Secody, Navajo Nation, interning for Senator John McCain; and

= Christopher Sharp, Mohave from the Colorado River Indian Tribes, interning in the Office
of Representative Raul M. Grijalva.

During FY 2011, the internship program components included:

=  Weekly enrichment activities, which are a unique and indispensable component of the
internship program. The interns met with Senator John McCain, R-AZ; Charles Galbraith,
White House Office of Intergovernmental Affairs; Tracy Toulou, director of the Office of
Tribal Justice; Clara Pratte, director of the Navajo Nation’s Washington, D.C., office; and
Larry Echo Hawk, Assistant Secretary, Bureau of Indian Affairs, Department of Interior;

=  Weekly meetings on topics such as the legislative and budget processes and lobbying
disclosure;

= Aresearch and presentation component. Interns researched and presented their
findings on topics such as the Navajo Nation’s local governance act; home ownership
and housing assistance for South Dakota tribal nations; the implications of the
Department of Interior’s Tribal Self-Governance Act; an overview of environmental
consequences of unconventional shale bed natural gas extraction; and an examination
of health disparities among American Indians in Arizona’s congressional district 7.
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Native Nations Institute for Leadership, Management, and Policy

The Native Nations Institute for Leadership, Management, and Policy (NNI) focuses on
building the capacity of tribal leaders to manage tribal governance and nation-building
efforts, develop sustainable economies, and reduce their dependence on federal funds and
decision-makers through executive education and distance learning opportunities for Native
American tribes.

Performance Goal 2

Fiscal Annual Actual
Increase executive Year Target Performance
education 80% of respondents report the Native
opportunities for Nations Institute is an important
. . FY 2007 . .
tribal leaders to build resource for them in carrying out
their capacity in their nation building work.
tribal governance 80% of respondents report the Native
and nation building. EY 2008 Nations Institute is an important
resource for them in carrying out
their nation building work.
80% of respondents report the Native
Nations Institute is an important
resource for them in carrying out
their nation building work.
80% of respondents report the Native
Nations Institute is an important
resource for them in carrying out
their nation building work.
80% of respondents report the Native
Nations Institute is an important
resource for them in carrying out
their nation building work.

84%

90%

FY 2009 90%

FY 2010 94%

FY 2011 90%
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Ninety percent (90%) of respondents attending an NNI executive education seminar or event
reported that the Native Nations Institute is an important resource for them in carrying out their
nation building work. As detailed in the graphical representation above, the FY 2011
performance goal for NNI was exceeded.

Highlights of NNI’s work for FY 2011 include:

A total of 579 attendees representing 154 Native nations participated in 17 executive education
seminars presented by NNI. Four of the nation building seminars were conducted for the Bush
Foundation Rebuilders Program. Tribal specific sessions were delivered to the Cheyenne River
Sioux Tribe, Crow Creek Sioux Tribe, and Standing Rock Sioux Tribe. Additionally, NNI conducted
presentations for the Lac du Flambeau Band of Lake Superior Chippewa Indians, the Viejas Band
of Kumeyaay Indians, the Udall Foundation’s Native American Congressional Interns in
Washington, D.C., and the Udall Foundation’s Scholars Orientation. NNI also sponsored the
annual “open” Nation Building seminar held in October 2010, the annual “Emerging Leaders”
seminar in March 2011, both held in Tucson, Arizona, a Nation Building seminar held in April
2011 in Palm Springs, California, and a Remaking Indigenous Governance Systems seminar, held
in May 2011 in Shakopee, Minnesota, in partnership with the Bush Foundation.

The Governance Analysis for Native Nations (GANN) assessment tool continued to be updated
and used throughout 2011. These included a GAAN session for the Ketchikan Indian
Community; one session supported in part by American Express for four Utah tribes — the
Confederated Goshute, Navajo Nation, Paiute Tribes, and Northwestern Band of Shoshone;
another partially supported by Edison International and the San Manuel Band of Mission Indians
for three southern California tribes — the Cahuilla Band, the Santa Rosa Cahuilla, and the Soboba
Band of Luiseno Indians; and three sessions for tribes located within the Bush Foundation region
- Oglala Sioux Tribe, Spirit Lake Sioux Tribe, Cheyenne River Sioux Tribe, and Standing Rock Sioux
Tribe. Overall a total of 197 participants from 12 tribes participated in GANN sessions.

Strategic and Organizational activities included strategic planning sessions for the White Earth
Nation, Yavapai Apache Nation, and Viejas Band of Kumeyaay Indians. NNI conducted follow-up
sessions for the implementation of previously created Nation Building Team action plans, the
Citizen Potawatomi Nation, and an additional 91 participants from four Native nations.

NNI Youth Programs were offered again in FY 2011, including the Native American Youth
Entrepreneur Camp (NAYEC) held July 17 through July 22, 2011, at the University of Arizona
campus. The camp had 13 participants from Arizona, California, Nebraska, and Texas
representing seven U.S. Native nations and 10 participants from six smaller First Nations that
compose the Saskatoon Tribal Council. A Native American Governance Camp was delivered for
South Dakota Native youth. This event was sponsored by the University of South Dakota, the
Bureau of Indian Affairs Great Plains Regional Office, and funded by the Bush Foundation.

NNI Educational Resources released the film Return of the Red Lake Walleye, a documentary
about the Red Lake Chippewa’s intergovernmental effort to bring back the culturally vital
walleye fish from the brink of extinction and restore it to health in the Red Lake. The
documentary has been broadcast on 10 PBS affiliates and other television stations and more
than 125 DVD copies of the film have been purchased. As a part of its series Rebuilding Native
Nations Distance Learning Courses, NNI has produced three educational courses — an intro
course to Nation Building and two short courses on Economic Development and
Intergovernmental Relations. Another four courses are currently being developed in the areas of
judicial systems, constitutions, tribal administration, and leadership. Enrollments have included
bulk registrations from the Ysleta del Sur Pueblo, which is using the educational opportunity for
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building capacity in their staff and citizens, and from the Citizen Potawatomi Nation for its new
legislative council, attorneys, staff, and citizens

The NNI Research component has recently completed several small client studies, as well as the
book, Native Nations and U.S. Borders: Challenges to Indigenous Culture, Citizenship, and
Security. The book discusses the effects of international borders (with Canada, Mexico, and
Russia) on the Native nations in the United States. Copies of the book are now available for
purchase. The first volume in the Joint Occasional Papers on Native Affairs Working Papers,
American Indian Self-Determination: The Political Economy of a Successful Policy, was released in
FY 2011. This new series will serve as a publishing medium for scholars of Native nation building
through which they may receive wide circulation and preliminary peer review of their
manuscripts.

Fundraising efforts were aggressively pursued in FY 2011 and resulted in a number of small
grants to support specific activities such as those listed above. NNI received a Bush Foundation
award of $382,234, and a $732,000 grant (over a three year period) from the W.K. Kellogg
Foundation to study the determinants of health in Native American communities. The W.K.
Kellogg research will identify factors outside the traditional health care system that influence
the health and wellness of Native Americans and that are amenable to action or control on the
part of Native nations. Grants continue to be pursued in FY 2012.
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Strategic Goal 2 (U.S. Institute for Environmental Conflict Resolution):

Resolve environmental conflicts and improve environmental decision making through
mediation, training and related activities.

The U.S. Institute for Environmental Conflict Resolution was established by Congress in FY 1999
by the Environmental Policy and Conflict Resolution Act of 1998 (Public Law 105-156). The
mission of the U.S. Institute is to assist in the resolution of environmental conflicts involving the
federal government. To meet its mission, the U.S. Institute provides alternative dispute
resolution services, also referred to as environmental conflict resolution (ECR), including
preliminary consultation, conflict assessment, ECR process design and guidance, process
facilitation or mediation, and case management. The U.S. Institute also designs dispute
resolution systems, develops policies and principles for ECR practice, and designs and delivers
training on ECR.

Collectively, these services are used to advance the work of the U.S. Institute by:

1. Providing case support services to assist federal agencies and other stakeholders to
prevent and resolve current environmental conflicts.

2. Increasing the capacity of federal agencies and other stakeholders to manage and
resolve future environmental conflicts.

3. Providing leadership to assist the Federal government to develop ECR policies and
practices to promote broadscale effective use of ECR and to improve environmental
decision making.
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Objective Goal 2a:
Resolve environmental conflicts and improve environmental decision making by increasing

the appropriate use of ECR through U.S. Institute case services.

ECR Case Highlights for FY 2011
For FY 2011, the U.S. Institute has provided case support for more than 100 conflicts and
challenges, assisting an estimated 1,000 stakeholders nationwide. Four examples follow.

BLM-EPA Air Quality Mediation (National)

Conflicting agency approaches to air quality, land management, and oil and gas development
decisions had resulted in persistent interagency coordination delays and disputes over the analysis
of impacts to air quality and air-quality-related values, such as visibility of oil and gas development
on federal lands in accordance with the National Environmental Policy Act (NEPA).

In 2009, the Bureau of Land Management (BLM), the
Environmental Protection Agency (EPA), the U.S. Fish and
Wildlife Service, the National Park Service, and the USDA
Forest Service decided to pursue a national collaborative
process to resolve and prevent these conflicts and delays.

The U.S. Institute, in coordination with the EPA’s Conflict
Prevention and Resolution Center, convened and facilitated
initial meetings between EPA and BLM to identify the issues
to be addressed in a mediation process and to select a
facilitator for the ongoing mediation effort. A mediation
team from Kearns & West, a member of the U.S. Institute’s
National Roster of ECR Practitioners, was selected in
February 2010 to facilitate the mediation and assist the
agencies in the development of a memorandum of
understanding (MOU).

As a result of the collaborative effort, the federal agencies developed and adopted an MOU that
establishes a streamlined process for interagency coordination and analyses of potential air quality
impacts of proposed oil and gas activities on federally managed public lands in accordance with
NEPA.

In the words of participants, “The agreement procedures will enable agencies to work well together
without the conflicts of the past....” The agreement “will allow critical energy projects to proceed
with less delay....” It “will improve air quality and public health.”

For more information on the MOU, visit
http://www.doi.gov/news/pressreleases/loader.cfm?csModule=security/getfile&amp;pageid=251155.

To view the MOU, visit
http://www.doi.gov/news/pressreleases/loader.cfm?csModule=security/getfile&amp;pageid=251152.
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National Forest Planning Rule Revision:
Working to End an Era of Litigation

The National Forest planning rules (including the 2000, 2005,
and 2008 rules) were the subject of persistent legal
challenges. In FY 2009, Agriculture Secretary Tom Vilsack
called for the development of a new forest planning rule,
and he made the use of collaborative approaches to
planning and management a top priority. In response, the
USDA Forest Service with assistance from the U.S. Institute
designed and implemented a comprehensive collaborative

strategy for developing a new forest planning rule. ——

In the words of Secretary Vilsack, the new rule is intended to move beyond the era of litigation. “We
want to spend less time in the courts and more time in the forests.”®

The Forest Service budget is burdened by the costs of conflict. These costs are manifested in
increased staff time dealing with controversial issues, delayed and stalled actions, decreased
management efficiency, losses in economic activity, and increases in remediation costs when issues
are not dealt with in a timely manner. When issues advance to litigation the costs are transferred to
DOJ. The Forest Service management is mindful that “time-consuming appeals and litigation not
only increase the cost of land management, but also limit opportunities for effectively and
efficiently managing forest resources and uses.”’

The development process for the new rule involved more than 40 public meetings and roundtables
across the country engaging more than 3,000 participants, including tribes, Forest Service staff, and
the public. Additionally, the Forest Service used state-of-the-art new media to maximize public
engagement, as well as reviewing thousands of comments on the notice of intent.

The new rule is intended to supersede the current 30-year-old plan that governs the formation of
national forest management plans throughout the country. While undoubtedly the new rule will
have its opponents, if it significantly reduces the piecemeal and recurring litigation cycle of past
years, it will produce budget, management, and public service impacts on a national scale.

In the words of Forest Service Associate Chief Mary Wagner, “We need to join together across
jurisdictions—across all ownerships, public and private—to reach shared goals. We all have a stake
in keeping working forests and ranches working. We all have a stake in restoring the structure and
function of healthy, resilient forest ecosystems. We all have a stake in sustaining plentiful supplies of
clean water, habitat for wildlife, opportunities for outdoor recreation, and all the other goods and
services that Americans want and need from their forests.”®

% Forest Service Media Teleconference “Important Announcement Regarding USDA Forest Service Remarks by Tom Vilsack,
Secretary of U.S. Department of Agriculture; Thomas Tidwell, Chief of Forest Service; and Harris Sherman, Under Secretary for
Natural Resources and Environment,” USDA Radio Studios, Washington, D.C., Thursday, February 10, 2011.

7 USDA Forest Service, Research and Development — Environmental Sciences. http://www.fs.fed.us/research/wfwar.shtml.

Last updated January 3, 2008.

8 USDA Forest Service, Speech. “Partnerships and Collaboration: Our Hope for the Future” Forest Service Associate Chief Mary

Wagner, Reception, Rural Voices for Conservation Coalition, Washington, DC, May 20, 2011.
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Four Forest Restoration Initiative and the Cost-Effectiveness of ECR in Stemming the Economic
and Environmental Devastation of Forest Fires

Since 2009, the U.S. Institute has facilitated the Four
Forest Restoration Initiative (4FRI). The 4FRlI
collaboration has brought together the timber industry,
environmentalists, scientists, recreation interests, local
governments, and four national forests in Arizona to
jointly restore the forest ecosystems, reduce the threat
of destructive wildfires, and strengthen local economies.

The four national forests—Coconino, Kaibab, Tonto, and
Apache-Sitgreaves—cover almost 2.4 million acres. They
provide critical ecosystem services, including watershed
protection, wildlife habitat, recreation, and economic
development opportunities. These forests have become
degraded and face threats of catastrophic fires, pest infestations, and climate change effects.

In February 2011, the group signed an historic memorandum of understanding (MOU) that
defines how the stakeholders and the USDA Forest Service will work together to develop and
implement restoration projects for the four national forests. The restoration will involve a
combination of efforts, including mechanical thinning of smaller trees in the overcrowded
forests, prescribed burning, road obliteration, exotic species management, hand thinning,
recreation management, and Wildland Fire Use techniques. Revenues from the commercial uses
will largely offset the cost of restoration.

The MOU notes the benefits of collaboration saying, ... innovative collaboration can provide the
U.S. Forest Service with better information, a more comprehensive and science-based planning
process, ... conflict prevention, improved fact-finding, increased social capital, more effective
implementation, enhanced environmental stewardship, and reduced litigation.

The importance of this type of collaborative process was highlighted by the massive wildfires
that burned 800,000 acres in Arizona by the July 4, 2011, weekend. The Wallow Fire—the
largest wildfire ever to burn in Arizona—ripped through more than 538,000 acres, including
areas that are part of the 4FRI. The 4FRI had not yet begun its restoration work by the 2011 fire
season, but similar restoration efforts have been credited with averting environmental and
economic disaster and saving communities, homes and businesses. For example, the White
Mountain Stewardship Project thinned buffer areas around several Northern Arizona towns in
the path of the Wallow fire, and its work is credited with saving those communities. One
participant in the 4FRI told a newspaper, “We’re right where we need to be now, but we should
have been there 10 years ago. The reality is, if we had done what we are proposing to do 10
years ago, that (Wallow) fire would have behaved very differently.”

U.S. Senator Jon Kyl testified before the Senate Natural Resources Committee in June 2011 in
support of forest restoration efforts. “Although costs are still relatively high, when compared to
the costs of suppression and the indirect costs of catastrophic wildfire, it is a small price to pay,”
Kyl said. “Prevention is always cheaper than fighting the disease.”

Arizona Governor Jan Brewer said, “The [4FRI] stands out as a national-caliber model
collaborative effort to accelerate forest restoration.... It will create much-needed jobs in rural
Arizona and help bolster rural economic grown now and into the future.”
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Cobell Land Consolidation Consultation

On December 8, 2010, President Obama signed legislation approving the settlement of the
Cobell lawsuit on Indian Trust management and authorizing $3.4 billion in funds for
implementation. On December 21, 2010, the United States District Court for the District of
Columbia granted preliminary approval to the Cobell settlement. A fund of $1.5 billion will be
distributed to class members to compensate them for their historical accounting claims, and to
resolve claims that prior government officials mismanaged the administration of trust assets. In
addition, to address the continued proliferation of thousands of new trust accounts caused by
the "fractionation" of land interests through succeeding generations, the settlement establishes
a $1.9 billion fund for the voluntary buy-back and consolidation of fractionated land interests.

In connection with implementing the settlement agreement, the U.S. Institute is assisting the
Department of Interior (DOI) with the planning and facilitation of government-to-government
consultations with tribes, as well as consultations with individual Indian landowners, at six
locations across the country. The first consultation was held on July 15 in Billings, Montana.
Secretary Ken Salazar and Deputy Secretary David Hayes attended the session, as did
approximately 45 tribal leaders from the Rocky Mountain region.

The Trust Land Consolidation Fund will provide individual American Indians with an opportunity
to sell their divided land interests to consolidate the land for the benefit of tribal communities.
As an additional incentive for owners to sell their land interests, an amount above the fair-
market value will be paid into the Indian Education Scholarship Fund. These land sales are
voluntary, and if individuals sell their land it will be held
in trust for tribes.

The objectives of DOI’s tribal consultations are:

= To engage tribal government leaders and senior
DOl officials for the purpose of sharing the
Department’s initial thinking regarding the
scope, timing, and approach to land
consolidation, and to learn from tribal leaders
their areas of priority, needs, and questions
related to land consolidation.

=  For senior DOI policymakers to hear from affected individual Indian landowners about
their interest in consolidating their fractionated land shares and to share the initial
Departmental thinking regarding the procedures, timing and approach.

= To confirm the next steps that tribal governments and individual Indian landowners
interested in land consolidation can expect from DOI and the general timeline.

The Institute is working closely with DOI’s Office of Collaborative Action and Dispute Resolution
and partnering with the Consensus Building Institute in Cambridge, Mass., an independent third
party neutral managed by the Institute.
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Case Consultation and Management Services

Environmental issues, particularly complex multiparty conflicts, can be challenging to resolve.
Case consultation and management reflects a continuum of services, from early case
diagnostic assistance to comprehensive case management, designed to enable federal
agencies and other affected stakeholders to effectively engage in ECR.

Performance Goal 1

Fiscal Annual Actual
Resolve environmental conflicts and improve Year Target Performance

environmental decision making by increasing FY 2007 80 81

the case consultation and management services

provided to stakeholders seeking the resolution FY 2008 80 82

of conflicts through the appropriate use of ECR. FY 2009 80 88
FY 2010 90 92
FY 2011 100 102

The U.S. Institute exceeded its FY 2011 annual performance goal by providing 102 instances of
case consultation and management services. These services include early advice, consultation
and convening services that are necessary to begin a conflict resolution process but are
generally not reimbursable.

The U.S. Institute is an important resource for federal agencies and other affected stakeholders
considering ECR. For example, the agencies making considerable use of ECR across the federal
government, such as EPA, DoD, DOI, and Forest Service, frequently request U.S. Institute
consultation assistance. Similarly, the November 2005 Joint OMB and CEQ policy memorandum
on ECR encourages federal agencies to draw on the services of the U.S. Institute to help review
strategies for increasing the appropriate use of ECR.

National Roster — ECR Practitioner Referral Services

ECR practitioners with appropriate experience can be efficiently identified to work on
environmental conflicts. The U.S. Institute’s National Roster of Environmental Dispute
Resolution Practitioners, now publicly accessible online, and Native Dispute Resolution
Network empower all stakeholders to identify qualified mediators or facilitators to assist with
their environmental conflict or issue.
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Performance Goal 2

Resolve environmental conflicts and Fiscal Annual Actual
improve environmental decision making by Year Target Performance
increasing the percent of those using ECR FY 2007 92% 94%
practitioner referral services who report FY 2008 92% 97%
et vl el v | o | o
to assist them in solving their FY 2010 93% 91%
environmental or natural resource issues. FY 2011 93% 86%

The U.S. Institute’s referral services are available online through a searchable database of
practitioner profiles. In addition, personalized referral services are also available from U.S.
Institute staff. The personalized service includes referrals from the Native Dispute Resolution
Network, a resource for identifying practitioners to assist in resolving environmental disputes
that involve Native people.

In FY 2011, over 1,000 searches were conducted using the roster. Of the FY 2011 searchers who
provided evaluative feedback, 86% felt the roster was a valuable resource for identifying
practitioners, seven percentage points below the FY 2011 performance goal.

To improve performance in FY 2012, the U.S. Institute is currently in the process of submitting a
revised information collection request (ICR) to OMB. The ICR revisions are designed to improve
the quality and format of data collections so that the roster search engine and related
information products are more informative and valuable to users. The U.S. Institute anticipates
that system improvements will be implemented by mid FY 2012.

Overall, the roster system is valued by the majority of users. In the words of one FY 2011
searcher, the online roster “allows me to find an appropriate facilitator via location and provides
a helpful background/skills summary.”

Case Assessment Services

Assessments promote the effective use of resources to resolve conflicts. Resources (time
and money) are scarce for agencies and other affected stakeholders involved in
environmental conflicts. Assessments help stakeholders determine (a) if a collaborative
approach is a viable option for solving their problem or resolving their conflict, and (b)
how best to proceed with collaboration, if appropriate.
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Performance Goal 3

Resolve environmental conflicts and Fiscal Annual Actual
improve environmental decision making Year Target Performance
by increasing the percent of assessments FY 2007 87% 100%
for which the majority of stakeholders 0 )
strongly agree that the U.S. Institute FY 2008 87% 100%
helped them determine how best to FY 2009 88% 100%
proceed to resolve their conflict. FY 2010 88% 86%

FY 2011 88% 100%

Evaluation feedback received for FY 2011 assessment services indicates the U.S. Institute
exceeded its performance target. The assessments helped stakeholders determine if a
collaborative approach was a viable option for solving their environmental challenge or
resolving their conflict, and if applicable, how best to proceed with a collaborative problem-
solving effort.

Mediation and Facilitation Services

Environmental issues, if not dealt with effectively, are often divisive, protracted, and costly to
resolve. Collaborative planning, rulemaking, and assisted negotiation are examples of areas
where ECR can engage, inform, and proactively or reactively deal with problems, producing
productive working relationships and results that solve conflicts now and help manage issues
in the future.

Performance Goal 4

. . Fiscal Annual Actual
Resolve environmental conflicts and
. . - Year Target Performance
improve environmental decision

making by increasing the percent of FY 2007 90% 100%
mediations/facilitations for which the -008 90° 299
majority of responding stakeholders FY % %
report full or partial agreement was FY 2009 91% 92%
reached or progress was made toward
addressing the issues or resolving the FY 2010 91% 94%
conflict.’

FY 2011 91% 92%

During FY 2011, the U.S. Institute was involved in 51 mediation and facilitation processes, of
which thirteen have been completed, and the remainder will continue into FY 2012. The
Institute provides these services directly or through its contracted private-sector practitioners.
Evaluation feedback received to date indicates the U.S. Institute exceeded its FY 2011
performance target.

o Agreements include any written or unwritten agreement reached by participants in the process,
including plans, proposals, recommendations, procedures, and settlements.
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Objective Goal 2b:

Resolve environmental conflicts and improve environmental decision making by increasing
the capacity of agencies and other affected stakeholders and practitioners to manage and
resolve conflicts through the appropriate use of ECR.

Program Highlights for FY 2011

Each year the U.S. Institute provides ECR training and program support services at the request of federal
agencies and other stakeholders. The training and program support services are designed to build skills
and institutional capacity to help prevent, manage and resolve environmental conflicts. Examples of the
U.S. Institute’s FY 2011 work include:

DOE National Listening Sessions on Tribal Energy Policy

In FY 2011, the Department of Energy’s (DOE) Office of Indian Policy and
Programs asked the U.S. Institute to help convene and facilitate eight national
tribal roundtables on energy policies and programs. Through these roundtables,
DOE met with more than 250 tribal leaders and representatives, as well as
representatives from more than a dozen tribal national and regional
organizations. The information gathered is being used to inform DOE’s work on
tribal energy issues and federal agency-tribal energy coordination.

DOI BIA Tribal Engagement and ECR Workshops

At the request of DOI’s Bureau of Indian Affairs (BIA), the U.S. Institute provided
a series of workshops at the National Indian Programs Training Center in
Albuquerque, N.M. The series launched in September 2010 involves multiple
workshops including government-to-government consultation, multiparty
conflict resolution, collaboration, facilitation and negotiation skills. The series
runs until the end of 2011.

Federal Executive Center Effective Tribal Consultation Training

In June 2011, the Institute provided “Effective Tribal Consultation” training at the
Denver Federal Center to representatives from four federal agencies including
EPA, DOI, USDA, and the Federal Executive Board. Representatives from the
private sector who work with tribal and federal governments also attended the
training.

@

U.S.Department
of Transportation

Federal Highway
Administration

Tribal-FHWA-ADOT Collaborative Workshop

During FY 2011, the Federal Highway Administration and the Arizona
Department of Transportation called on the U.S. Institute to convene a
collaborative workshop to enhance tribal consultation on transportation projects
in Arizona, pursuant to Section 106 of the Historic Preservation Act.
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ECR Training Testimonials for FY 2011

"I will use this information and integrate it into our transportation planning processes...added to
my knowledge of tribal concerns...[it would be useful to] expand cultural sensitivity concepts to
other states...eye opening interaction between Tribes and Agency...It is clear the agencies and

tribes share commonalities and problems working with certain agencies."
Tribal-FHWA-ADOT Consultation Workshop (Arizona)

"My job deals with many tribes and agencies, this will be very useful in getting processes moving."
Negotiating Environmental Solutions Workshop (New Mexico)

“Conflict is prevalent in all environmental discussions, including strategic planning, not just litigious
situations. This will be useful to apply in many of those other contexts.”
Negotiating Environmental Solutions Workshop (Colorado)

“I commonly work with a variety of stakeholders sometimes in heated situations...ECR is a very
useful tool leading up to Environmental Impact Statements (EIS) or Environmental Assessments
(EA's) and will identify many issues before the actual NEPA analysis... The skills | acquired in this

course will enable me to approach conflict management in a more productive way.”
Introduction to Managing Environmental Conflict Training (Nevada)

"Obtained a fuller understanding of historical background of relations and how that impacts
present issues. The introduction to concepts of cultural sensitivity, methodologies of
communications, and how to operate meetings was very helpful."

Effective Tribal Communication (Colorado)

“What | take away from this training will allow me to accomplish my job more effectively."
Collaboration Fundamentals (Colorado)

"Having a workshop made up of people working at high levels and highly experienced [led to] great
discussions, sharing, suggestions, stories, and a great advice segment.”
Collaboration Skills for Environmental Leaders (California)
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Build Institutional Capacity within the Federal Government

Performance Goal 1

Resolve environmental conflicts and Fiscal Annual
improve environmental decision Year Target Performance
making by increasing the percent of FY 2007 90% 100%
federal agency representatives who
report the programmatic support FY 2008 90% 100%
(systems design and program EY 2009 90% 100%
development work) provided by the
U.S. Institute has improved the FY 2010 91% 100%
effectiveness of their ECR efforts.

FY 2011 91% 100%

Programmatic support includes assistance with designing, implementing, and/or refining federal
ECR programs, systems for handling administrative disputes, or approaches for managing
environmental decision making (e.g., with NEPA processes). Each year the U.S. Institute
provides a limited number of programmatic support services. Evaluation feedback received to
date indicates the services provided by the U.S. Institute helped the requesting agencies
improve the effectiveness of their ECR initiatives.

Performance Goal 2

. . Fiscal Annual Actual
Resolve environmental conflicts and
Year Target Performance

improve environmental decision

making by increasing the percent of FY 2007 86% 94%
par'ti'cipants who experience an ECR FY 2008 86% 88%
training and report what they take
away from the training will have a very FY 2009 87% 87%
positive impact on their effectiveness in FY 2010 87% 94%
the future.

FY 2011 87% 92%

During FY 2011, the U.S. Institute continued to develop and deliver training designed to help
federal agencies and other affected stakeholders prevent, manage and resolve environmental
conflicts. The U.S. Institute evaluates all sessions of three hours or more. Evaluation feedback on
the FY 2011 sessions indicates the U.S. Institute exceeded its performance target.

The U.S. Institute’s trainings include:

= Skill-building workshops requested by agencies (e.g. interest-based negotiation training
for complex intergovernmental conflicts);

= ECR project-specific capacity building for stakeholders (e.g., stakeholder orientations
related to multi-party negotiation); and

= Topic-specific trainings (e.g., skills exchange for multi-cultural settings).
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Objective Goal 2c:

Resolve environmental conflicts and improve environmental decision making by providing
leadership to guide ECR practice and policy development within the federal government.

ECR Leadership Highlights for FY 2011

The U.S. Institute provides leadership that guides ECR practice and policy development within
the federal government. Examples of this FY 2011 work include:

(1] (&)

Implementation of Federal ECR Policies

During FY 2011, the U.S. Institute continued to work on behalf of the Office
of Management and Budget (OMB) and the Council on Environmental
Quiality (CEQ) to support implementation of the Memorandum on
Environmental Conflict Resolution issued in November 2005. The U.S.
Institute also supported individual agencies as they initiated their efforts
to respond to the Administration’s agenda of increasing transparency,
participation and collaboration in the work of government.

Pacific' Morthwest
Regional s
Envirohmental
Farum [REF} &

e

&

Pacific Northwest Regional Environmental Forum

The U.S. Institute co-hosted the launch of a pilot Regional Environmental
Forum (REF), a mechanism to pursue collaborative solutions to
environmental and natural resources issues by linking various levels of
government both vertically and horizontally in collaborative problem
solving processes. The pilot REF encompasses the states of Washington
and Oregon. The U.S. Institute helps coordinate federal and tribal
interests, and the Policy Consensus Initiative, an organization that furthers
collaboration at the state and local levels of government, focuses state and
local interests.

Native Dispute Resolution Network and Skills Exchange

The U.S. Institute hosted the fifth Native Network Skills Exchange
Workshop in August 2011. This intercultural workshop provided Native
and non-Native practitioners the opportunity to share skills and practices
for dealing with environmental issues involving Native American and
Alaska Native communities and federal agencies. The workshops represent
an important mechanism for building the capacity of the U.S. Institute’s
Native Dispute Resolution Network (Native Network). The Native Network
is the only centralized resource from which agencies and others can find
Native and non-Native dispute resolution professionals.

23 Project websites
— F

Advancing Technology-Enhanced Collaboration and ECR

In line with the Administration’s Open Government Initiative, the U.S.
Institute is working to advance technology-enhanced ECR. In FY 2011, the
U.S. Institute and the U.S. Department of the Interior (DOI) provided
leadership to develop best practices to guide the appropriate and
effective use of technology enhanced ECR. During FY 2011, the U.S.
Institute and DOI also set the stage for an expanded technology and ECR
partnership in 2012 and beyond.
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Leadership to guide ECR practice and policy development within the federal government

Performance Goal 1

Fiscal Annual Actual
Resolve environmental conflicts and Year Target Performance

improve environmental decision making FY 2007 4 4

by maintaining the number of federal 4

ECR leadership initiatives assisted FY 2008 4

through the U.S. Institute. FY 2009 4 4
FY 2010 5 5
FY 2011 6 6

As targeted, the U.S. Institute supported six initiatives during FY 2011, and began preliminary
planning of FY 2012 and FY 2013 leadership initiatives.

Implementation of Federal ECR Policies

During FY 2011, the U.S. Institute continued to work on behalf of the Office of Management and
Budget (OMB) and the Council on Environmental Quality (CEQ) to increase the appropriate and
effective use of ECR, and to build institutional capacity for collaborative problem solving as
directed by the 2005 ECR Policy Memorandum. On behalf of OMB and CEQ, the U.S. Institute
convened quarterly forums for agency ECR Points of Contact, and assisted with the synthesis of
agencies’ annual ECR reports.

The FY 2011 U.S. Institute supported activities included the following:
= convening quarterly forums for agency ECR Points of Contact;
= providing briefings to agencies and the ECR community on the memorandum;
= assisting with the synthesis of the FY 2010 ECR agency reports; and
= helping develop the FY 2011 ECR report template.

National ECR Conference Program

In FY 2011, the U.S. Institute began preparations for the seventh national ECR conference to be
held in Tucson, Arizona, in late May 2012. Close to 400 participants are anticipated to attend
three days of cutting-edge training, dynamic panel sessions, interactive roundtable discussions,
and federal agency meetings. The ECR2012 program will focus on four themes:

"  Tribal Consultation, Collaboration, and ECR

= Collaborating at New and Larger Scales

Building Institutional and Practitioner Capacity for ECR and Collaboration
ECR in Administrative and Litigation Contexts

In addition to the conference tracks outlined above, the Conference Steering Committee
identified four cross-cutting special subject areas to be highlighted as part of the ECR2012
program. The special subject areas are: Environmental Justice, Innovative Uses of Technology in
ECR Processes, Renewable Energy, and the Economics of ECR.

The event will be cosponsored by the U.S. Department of the Interior, U.S. Environmental
Protection Agency, USDA Forest Service, U.S. Department of Transportation Federal Highway
Administration, and the Udall Center for Studies in Public Policy at the University of Arizona.
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Advancing Technology-Enhanced Collaboration and ECR

In line with the Administration’s Open Government Initiative, the U.S. Institute has taken a lead
role in working to advance technology-enhanced collaboration and ECR.

To launch this initiative, the U.S. Institute hosted a Technology in ECR National Strategic
Planning Workshop in May 2009. Approximately 90 participants representing the federal
government, academia, technology providers, and ECR practitioners participated in this national
planning effort. Workshop sessions engaged participants in discussions about the opportunities
and challenges of integrating emerging technologies into ECR processes to improve
environmental governance. The effort resulted in a series of suggestions several of which the
U.S. Institute implemented in FY 2010 and FY 2011 including the following:

= |nnovation in Technology and ECR Award - The U.S. Institute established an innovation
award to encourage and showcase effective technology-enhanced ECR. The first awards
were presented at the U.S. Institute’s sixth national ECR conference held in Tucson,
Arizona, in May 2010, and a second series of awards are scheduled for FY 2012.

= Best Practices for Technology-Enhanced ECR - The U.S. Institute worked to develop best
practices for the integration of technology into ECR in conjunction with several federal
agencies, practitioners and technologists. The best practices were finalized in mid 2011.

National Roster and Native Dispute Resolution Network

In FY 2011, the U.S. Institute continued to manage a national roster of more than 300
professionals with expertise in environmental conflict resolution (ECR). In FY 2011, the U.S.
Institute also continued to support the Native Dispute Resolution Network. The Native Network,
created in 2004, is a resource for individuals seeking assistance from a conflict resolution
practitioner where Native people and environmental, natural resource or public/trust lands, cultural
property, or sacred site issues are involved.

Network members include American Indian, Alaska Native, Native Hawaiian, and other
practitioners with experience working to address conflicts in Indian country. The Native
Network is the only federal effort focused on expanding culturally appropriate and effective
collaboration and conflict resolution for issues involving Native Americans. It is also the only
centralized source of Native and non-Native dispute resolution professionals to assist in these
situations.

Currently there are 78 members, 37 of whom are Native. Two-thirds of Network members are
practitioners and one-third are partner members representing individuals with a broad range
of experience working on environmental issues or dispute resolution involving Native people

and communities.

The U.S. Institute hosted the fifth Skills Exchange Workshop in August 2011, in Solvang, California.
The workshop provided a skills sharing and development opportunity for practitioners and partner
members working on conflict resolution and collaborative efforts involving federal agencies and
Tribes. Past sponsors have included FHWA, DOI, FERC, the Native Tribal Environmental Council,
the JAMS Foundation, and the Williams Company.

The FY 2011 workshop addressed such issues and topics as tribal and federal consultation; the use
of Indigenous culture, ecological knowledge, and language in conflict resolution processes; and
conflict resolution capacity within tribal governments and communities. In the words of past
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participants, the opportunity helped them “better understand why cross-cultural
confusion/barriers exist...,” “improve facilitation skills for multi-cultural multi-party sessions...,”
and “explore innovation in the practice and collaboration and conflict resolution, especially

where Native and non-Native people and federal agency staff are involved.”

Policy Dialogues

The U.S. Institute facilitated a federal interagency dialogue on the Application of Ecosystem
Services and Markets in Advancing Federal Environmental Programs. Senior officials from across
the federal government, including OMB, CEQ, USDA and other agencies, engaged in the dialogue
designed to:

= Create a broad understanding of government and private sector initiatives related to
ecosystem services and markets;

= |dentify opportunities to undertake a coordinated federal effort to increase the
effectiveness of federal ecosystem services and markets research, development,
program implementation, and monitoring; and

= |dentify strategies to better align incentives and leverage federal funding with private
sector capital to further national environmental protection and natural resource
conservation goals.

As federal budgets become more constrained, innovative approaches to achieve national
environmental and economic objectives are likely to become increasingly important.

Regional Forums

Regional Environmental Forums (REFs) are a mechanism to pursue collaborative solutions to
environmental and natural resources issues, by linking various levels of government both
vertically and horizontally in collaborative problem solving processes. The REFs engage
representatives from federal, tribal, state, and local governments in collaborative problem
solving. The REFs are designed to encourage collaborative action in order to avoid conflict.
Because of the expenses associated with regional conflict, including the high costs of litigation,
the Foundation is confident that these activities will be cost-effective.

Beginning in FY 2010, and continuing in FY 2011, the U.S. Institute helped establish and facilitate a
Northwest Forum. Forum activities included regular dialogue among federal, tribal, state, and local
government leaders in the states of Washington and Oregon designed to better anticipate
environment and natural resources challenges and initiate actions to address them. At the request
of Forum members, the frequency of meetings advanced in FY 2011 from two to three per year, with
issue and analysis activities being undertaken between meetings. Forum members have found the
meetings to be an effective mechanism to share information and develop strategies to address a
wide range of issues in the Northwest.
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Environmental Conflict Resolution: Means/Strategies and Evaluation

Means and Strategies

Practitioner Referral Services — The U.S. Institute’s small professional staff accomplishes much of
its work through partnering and subcontracting with private-sector mediators who have
substantial experience in environmental conflict resolution and have qualified for the National
Roster for ECR Practitioners, a roster developed and maintained by the U.S. Institute. The Roster
provides a central source where appropriate experienced environmental mediators, facilitators,
consensus builders, process designers, conflict assessors, system designers, neutral
evaluators/fact finders, Superfund allocators, and regulatory negotiation neutrals can be
identified.

Interagency Service Agreements — Through interagency service agreements (IAGs), the U.S.
Institute provides mechanisms for agencies (e.g., Federal Highway Administration, U.S.
Environmental Protection Agency, and Department of Interior’s Office of Collaborative Action
and Dispute Resolution) to have access to the full range of ECR services. The U.S. Institute can
also pool funds from several sources to facilitate the shared funding of individual cases and
projects across several agencies and organizations. The U.S. Institute also works with agencies to
provide services via project-by-project intergovernmental orders (IGOs) when appropriate.

Efficiency Strategies — Improvements and streamlining of U.S. Institute services (based on
information system refinements, program evaluation feedback, and personnel development)
are designed to facilitate incremental increases in the quality and quantity of services delivered.

Evaluation — Validation and Verification

In FY 2002, FY 2005, and again in FY 2008, the U.S. Institute received OMB approval to
administer a suite of evaluation questionnaires to measure, report, and improve conflict
resolution services. In the listing below, the questionnaires are organized into seven activity
areas, the recipients of the questionnaires and, in parentheses, the frequency of administration
per respondent.

Mediation Services (OMB control number 3320-0004)
(1) Participants, at the conclusion of the process (once)
(2) Mediators (Neutral Practitioners) at the conclusion of the process (once)

Facilitation Services (OMB control number 3320-0010)
(3) Participants, at the conclusion of the process (once)
(4) Facilitator (Neutral Practitioners) at the conclusion of the process (once)

Assessment Services (OMB control number 3320-0003)
(5) Initiating Organizations and Key Participants, at the conclusion of the assessment (once)
(6) Assessor (Neutral Practitioner) at the conclusion of the assessment (once)

Training and Workshop Services (OMB control number 3320-0006)
(7) Participants, at the conclusion of the training/workshop (once)
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Facilitated Meeting Services (OMB control number 3320-0007)
(8) Meeting Attendees, at the conclusion of the process (once)

Roster Program Services (OMB control number 3320-0005)
(9) Roster Members (once annually)
(10) Roster Users, subsequent to the search (once)

Program Support and System Design Services (OMB control number 3320-0009)
(11) Agency Representatives and Key Participants (once annually)

The U.S. Institute has worked in partnership with several state and federal agencies to
collaboratively develop the evaluation system. The sharing of evaluation resources and
expertise is advantageous on several fronts: (a) design and development efforts are not
duplicated across agencies; (b) common methods for evaluating collaborative processes are
established; (c) knowledge, expertise and resources are shared, realizing cost-efficiencies for the
collaborating agencies; and (d) learning and improvement on a broader scale will be facilitated
through the sharing of comparable multi-agency findings. As part of this partnership, the U.S.
Institute requested OMB permission to administer evaluation instruments on behalf of agencies
that either do not have the internal capacity to administer their own instruments, or are seeking
evaluation assistance while in the process of launching their own internal evaluation systems.

The FY 2011 performance evaluation information included in this report was collected from
members of the public and agency representatives who were participants in, and users of, U.S.
Institute services. Service users represent an independent external source of evaluative
feedback. Evaluation data is also gathered from service providers (e.g., trainers, mediators). The
service provider feedback, while not included here, is gathered to help the Institute learn more
about what factors promote success and how services can be continually improved.
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m Clifton
Gunderson LLP

Certified Public Accountants & Consultants

Independent Auditor’s Report

Board of Trustees
The Morris K. Udall and Stuart L. Udall Foundation
Tucson, Arizona

We have audited the accompanying balance sheets of The Morris K. Udall and Stuart L. Udall
Foundation (the Foundation) as of September 30, 2011 and 2010 and the related statements of
net cost, changes in net position, and budgetary resources for the years then ended. These
financial statements are the responsibility of the Foundation’s management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America, the standards applicable to the financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
applicable provisions of Office of Management and Budget (OMB) Bulletin No. 07-04, Audit
Requirements for Federal Financial Statements, as amended. Those standards and OMB
Bulletin 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 examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Foundation as of September 30, 2011 and 2010, and its net cost,
changes in net position and budgetary resources for the years ended, in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our reports dated
November 10, 2011 on our consideration of the Foundation’s internal control over financial
reporting, and on our tests of the Foundation’s compliance with certain provisions of laws and
regulations and other matters. The purpose of those reports 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.
Those reports are an integral part of our audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

The information in the Management Discussion and Analysis, and Other Accompanying
Information sections is not a required part of the financial statements, but is supplementary
information required by accounting principles generally accepted in the United States of
America and OMB Circular No. A-136, Financial Reporting Requirements. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit this information and, accordingly, we express no opinion on it.

Member of

Offices in 17 states and Washington, DC '"temati""a'





Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information in the Message from the Chairman of the Board,
the Director and the Chief Financial Officer, Annual Program Performance Section is presented
for purposes of additional analysis and is not required as a part of the basic financial
statements. This information has not been subjected to auditing procedures and, accordingly,
we express no opinon on it.

%WALA

Tucson, Arizona
November 10, 2011
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Gunderson LLP

Certified Public Accountants & Consultants

Independent Auditor’'s Report on Compliance and Other Matters

Board of Trustees
The Morris K. Udall and Stuart L. Udall Foundation
Tucson, Arizona

We have audited the financial statements of The Morris K. Udall and Stuart L. Udall Foundation
(the Foundation) as of and for the year ended September 30, 2011, and have issued our report
thereon dated November 10, 2011. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States; and applicable provisions of Office of Management and Budget (OMB)
Bulletin No. 07-04, Audit Requirements for Federal Financial Statements, as amended.

The management of the Foundation is responsible for complying with laws and regulations
applicable to the Foundation. As part of obtaining reasonable assurance about whether the
Foundation’s financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws and regulations that could have a direct and material
effect on the financial statement amounts and certain other laws and regulations specified in
OMB Bulletin No. 07-04, as amended. We limited our tests of compliance to these provisions,
and we did not test compliance with all laws and regulations applicable to the Foundation.
However, providing an opinion on compliance with certain provisions of laws and regulations
was not an objective of our audit and, accordingly, we do not express such an opinion.

The results of our tests of compliance disclosed no instances of noncompliance with the laws

and regulations described in the preceding paragraph, or other matters, that are required to be
reported under Government Auditing Standards and OMB Bulletin No. 07-04, as amended.

*kkkkkkkkkkkkkhkkkkkkkkkkkkkkkk

This report is intended solely for the information and use of the Board of Trustees and
management of The Morris K. Udall and Stuart L. Udall Foundation, the Government
Accountability Office, OMB, and the U.S. Congress and is not intended to be, and should not
be, used by anyone other than these specified parties.

C%VWLL/A

Tucson, Arizona
November 10, 2011
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Gunderson LLP

Certified Public Accountants & Consultants

Independent Auditor’s Report on Internal Control over Financial Reporting

Board of Trustees
The Morris K. Udall and Stuart L. Udall Foundation
Tucson, Arizona

We have audited the financial statements of The Morris K. Udall and Stuart L. Udall Foundation
(the Foundation), as of and for the year ended September 30, 2011, and have issued our report
thereon dated November 10, 2011. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America, the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States, and applicable provisions of Office of Management and Budget (OMB)
Bulletin No. 07-04, Audit Requirements for Federal Financial Statements, as amended.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Foundation’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements and to comply with OMB Bulletin No. 07-04,
as amended, but not for the purpose of expressing an opinion on the effectiveness of the
Foundation’s internal control over financial reporting. We did not test all internal controls
relevant to operating objectives as broadly defined by the Federal Managers’ Financial Integrity
Act (FMFIA) (31 U.S.C. 3512), such as those controls relevant to ensuring efficient operations.
Accordingly, we do not express an opinion on the effectiveness of the Foundation’s internal
control over financial reporting.

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 material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the Foundation’s financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

kkkkkkkkkkkkkkkkkkkkkkkkkkkhkhkkkkkkkkkk
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OTHER COMMENTS

Federal Managers’ Financial Integrity Act (31 U.S.C. 3512) (Integrity Act) Compliance
and Reporting

OMB Circular No. A-123, Management's Responsibility for Internal Control, provides the
reporting guidance for the Integrity Act. OMB Circular A-123 states that annually, by
December 31, the head of each executive agency submit to the President and the
Congress (i) a statement on whether there is reasonable assurance that the Foundation’s
controls are achieving their intended objectives; (ii) a report on material weaknesses in the
Foundation’s controls, and (iii) whether the Foundation’s financial management systems
conform with government-wide requirements.

OMB Bulletin No. 07-04 as amended requires that we compare the material weaknesses
in the Foundation’s controls and material non-conformances on the Foundation’s financial
management systems in the Foundation’s Integrity Act report to our report on internal
control dated November 10, 2011. The Integrity Act report has not been completed and
the comparison of reports was not performed.

We did not find any deficiencies in internal control over compliance or financial reporting.

* %k % %

This report is intended solely for the information and use of the Board of Trustees and
management of The Morris K. Udall and Stuart L. Udall Foundation, the Government
Accountability Office, OMB, and the U.S. Congress and is not intended to be, and should not
be, used by anyone other than these specified parties.

%WALA

Tucson, Arizona
November 10, 2011
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
BALANCE SHEETS
September 30, 2011 and 2010

2011 2010
ASSETS
Intragovernmental:
Fund balance with U.S. Treasury (Note 2) $ 16,293,138 474,893
Investments (Note 3) 33,300,451 45,190,411
Interest receivable (Note 3) 291,529 293,404
Accounts receivable (Note 4) 816,022 737,747
Total intragovernmental 50,701,140 46,696,455
General property and equipment, net (Note 5) 73,365 80,693
Other 112,778 2,149
TOTAL ASSETS $ 50,813,918 46,698,604
LIABILITIES
Intragovernmental:
Accounts payable $ 754,582 2,525
Other 13,026 43,820
Total intragovernmental liabilities 767,608 46,345
Liabilities with the public:
Accounts payable 378,791 540,503
Accrued payroll and benefits 52,578 152,952
Accrued annual leave 190,705 175,231
Other 2,694 410
Total liabilities with the public 624,768 869,096
Total liabilities (Notes 6 and 7) 1,392,376 915,441
NET POSITION
Unexpended appropriations 50,269,625 47,774,625
Cumulative results of operations (774,718) (1,910,769)
Total net position 49,494,907 45,863,856
TOTAL LIABILITIES AND NET POSITION $ 50,887,283 $ 46,779,297

The accompanying notes are an integral part of the financial statements.






THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
STATEMENTS OF NET COST
For the Years Ended September 30, 2011 and 2010

2011 2010
PROGRAM COSTS
Gross costs $ 11,107,589 $ 10,894,694
Less: earned revenue 6,296,627 5,352,913
Net program costs 4,810,962 5,541,781
NET COST OF OPERATIONS $ 4,810,962 $ 5,541,781

The accompanying notes are an integral part of the financial statements.
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
STATEMENTS OF CHANGES IN NET POSITION
For the Years Ended September 30, 2011 and 2010

2011 2010
Earmarked All Other Consolidated Consolidated
Funds Funds Eliminations Total Total
CUMULATIVE RESULTS OF OPERATIONS:
Beginning balances $ (1,910,769) $ - $ - $ (1,910,769) $ (2,099,562)
Budgetary Financing Sources:

Non-exchange revenue 1,892,949 - - 1,892,949 1,697,650

Donations and forfeitures 15,545 - - 15,545 53,741

Appropriations used 3,792,400 - - 3,792,400 3,800,000

Other - - - - 2,525
Other Financing Sources (Non-Exchange):

Imputed financing 246,119 - - 246,119 176,658
Total financing sources 5,947,013 - - 5,947,013 5,730,574
Net cost of operations (4,810,962) - - (4,810,962) (5,541,781)
Net change 1,136,051 - - 1,136,051 188,793
Cumulative results of operations $ (774,718) $ - $ - $ (774,718) $ (1,910,769)
UNEXPENDED APPROPRIATIONS:

Beginning balance $ 47,774,625 $ - $ - $ 47,774,625 $ 45,274,625
Budgetary Financing Sources:

Appropriations received 6,295,000 - - 6,295,000 6,300,000

Rescissions (7,600) - - (7,600) -

Appropriations used (3,792,400) - - (3,792,400) (3,800,000)
Total financing sources 2,495,000 - - 2,495,000 2,500,000
Unexpended appropriations $ 50,269,625 $ - $ - $ 50,269,625 $ 47,774,625
Net position $ 49,494,907 $ - $ - $ 49,494,907 $ 45,863,856

The accompanying notes are an integral part of the financial statements.
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
STATEMENTS OF BUDGETARY RESOURCES
For the Years Ended September 30, 2011 and 2010

BUDGETARY RESOURCES
Unobligated balances - beginning of period
Recoveries of prior year obligations

Budget authority:
Appropriations received
Budgetary revenue
Less: transfers out to Native Nations Institute
Less appropriations not available for obligation

Total budget authority

Spending authority from offsetting collections:
Earned:

Change in receivables from Federal Source
Collections

Total budgetary resources

STATUS OF BUDGETARY RESOURCES
Obligations incurred:
Direct
Unobligated balance:
Apportioned
Unobligated balances not available

Total status of budgetary resources

CHANGE IN OBLIGATED BALANCES

Obligated balance, net, beginning of period:
Unpaid obligations

Obligations incurred

Gross outlays

Recoveries of prior-year unpaid obligations

Obligated balance, net, end of period:
Unpaid obligations

Net outlays:
Gross outlays
Less: offsetting collections
Less: distributed offsetting receipts

Net outlays

The accompanying notes are an integral part of the financial statements.
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2011 2010
$ 1265958 $ 1,886,437
914,444 152,629
6,295,000 6,300,000
8,118,085 6,608,017
(1,000,000) -
(7,600) (1,500,000)
13,405,485 11,408,017
(2,525) -
2,109 3,225
$ 15585471 $ 13,447,083
$ 12,781,107 $ 12,184,350
2,580,410 1,265,608
223,954 350
$ 15585471 $ 13,450,308
$ 2684509 $ 1,355511
12,781,107 12,184,350
(10,489,857)  (10,702,723)
(914,444) (152,629)
$ 4,061,315 $ 2,684,509
$ 10,489,857 $ 10,702,723
(2,109) (3,225)
(6,296,627) (5,352,915)
$ 4,191,121 $ 5,346,583






THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The financial reporting entity consists of The Morris K. Udall and Stuart L. Udall Foundation and
the U.S. Institute for Environmental Conflict Resolution which collectively are referred to as The
Morris K. Udall and Stuart L. Udall Foundation.

The Morris K. Udall and Stuart L. Udall Foundation (the Foundation) was established by the
U.S. Congress in 1992 as The Morris K. Udall Foundation and is an executive branch agency.
During fiscal year 2009-10 the name was changed to The Morris K. Udall and Stuart L. Udall
Foundation. The President of the United States appoints its board of trustees with the advice
and consent of the U.S. Senate. The Foundation is committed to educating a new generation of
Americans to preserve and protect their national heritage through studies in the environment,
Native American health and tribal policy, and effective public policy conflict resolution.

The U.S. Institute for Environmental Conflict Resolution (the Institute) was created by the 1998
Environmental Policy and Conflict Resolution Act to assist parties in resolving environmental
conflicts around the country that involve federal agencies or interests. The Institute was
established as part of the Foundation to provide a neutral place inside the federal government,
but “outside the Beltway” where public and private interests can reach common ground.

Basis of Presentation

The financial statements of the Foundation have been prepared in accordance with accounting
principles generally accepted in the United States of America (U.S. GAAP) and the form and
content requirements specified by the Office of Management and Budget’s (OMB) Circular A-
136, revised. U.S. GAAP for federal entities are the standards prescribed by the Federal
Accounting Standards Advisory Board (FASAB), which has been designated as the official
accounting standards-setting body for the U.S. Federal Government by the American Institute of
Certified Public Accountants.

The Foundation uses both the accrual basis and budgetary basis of accounting to record trans-
actions. Under the accrual basis, revenues are recognized when earned and expenses are
recognized when a liability is incurred, without regard to receipt or payment of cash. These
financial statements were prepared following accrual basis accounting. The Combined
Statements of Budgetary Resources provide information about how budgetary resources were
made available as well as their status at the end of the period. Recognition and measurement of
budgetary information reported on this statement is based on budget terminology definitions and
guidance in OMB Circular A-11, Preparation, Submission and Execution of the Budget, dated
August 2011.

Annual Appropriations
Annual appropriations for the years ended September 30 are as follows:

2011 2010
Morris K. Udall Scholarship and Excellence in National
Environmental Policy Trust Fund $ 2,495,000 $ 2,500,000
Environmental Dispute Resolution Fund $ 3,800,000 $ 3,800,000
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 1 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make a number of estimates
and assumptions. These estimates affect the reported amounts of assets and liabilities,
disclosures of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results may
differ from these estimates.

Fund Balances with the U. S. Treasury

The Foundation’s cash receipts and disbursements are processed by the U.S. Treasury. No
cash balances are maintained outside of the U.S. Treasury.

Accounts and Interest Receivables

Accounts receivable, including interest receivable, consists of amounts owed to the Foundation
by other federal agencies and the public. These balances are presented net of allowances for
uncollectible accounts related to receivables from the public. The allowance estimates are
based on past collection experience and/or an aging analysis of the outstanding balances.

Investments

Investments that consist of U.S. Government securities are carried at historical cost in the
accompanying financial statements. The unamortized premium (discount) is amortized using the
interest yield method as required by the Treasury Financial Manual, Volume 1, Bulletin No.
2007-03.

General Property and Equipment

Property and equipment purchases are valued at cost and are capitalized when the cost is
$2,500 or more with a useful life of more than two years. Depreciation is calculated on a
straight-line basis over the estimated useful lives ranging from two to ten years.

Liabilities

Liabilities are recognized for amounts of probable future outflows or other sacrifices of
resources as a result of past transactions or events. Since the Foundation is a component of the
U.S. Government, a sovereign entity, its liabilities cannot be liquidated without legislation that
provides resources to do so. Payment of all liabilities other than contracts can be abrogated by
the sovereign entity.

Unfunded liabilities are incurred when funding has not yet been made available through
Congressional appropriations or current earnings. The Foundation recognizes such liabilities for
employee annual leave earned but not taken and amounts billed by the Department of Labor
(DOL) for the worker's compensation benefits. In accordance with Public Law and existing
federal accounting standards, a liability is not recorded for any future payment made on behalf
of current workers contributing to the Medicare Hospital Insurance Trust Fund.
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenues and Other Financing Sources

The Foundation has a trust fund, where the primary financing source consists of interest
revenue from investments. Other financing sources for the Foundation consist of imputed
financing sources which are costs financed by other Federal entities on behalf of the
Foundation, as required by Statement of Federal Financial Accounting Standard (SFFAS) No. 5,
Accounting for Liabilities of the Federal Government. The Foundation may also accept private
donations for educational activities. The activities of the U.S. Institute for Environmental Conflict
Resolution are supported by annual appropriations and fees charged for services.

Financing sources are provided through Congressional appropriations on an annual, multi-year,
and no-year basis, or through reimbursable agreements. Annual appropriations are available for
incurring obligations during a specified year; multi-year appropriations are generally available for
two years or more. No-year or “X-year” appropriations are available for obligations until the
purpose for which they are provided is carried out and, therefore, for an indefinite period.

Reimbursable service agreements generally recognize revenues when goods are delivered or
services rendered between the Foundation and other federal agencies and the public. In
addition, other financing sources are provided in the form of gifts from the public, interest on
investments, and miscellaneous sales. All of these financing sources may be used to finance
operating expenses and for capital expenditures, as specified by law.

Annual Leave

Annual leave is accrued as it is earned, and the accrual is reduced as leave is taken. Each year,
the balance in the accrued annual leave account is adjusted to reflect current pay rates. To the
extent that current or prior year funding is not available to cover annual leave earned but not
taken, funding will be obtained from future financing sources. Sick leave and other types of non-
vested leave are expensed as taken. Any liability for sick leave that is accrued but not taken by
a Civil Service Retirement System (CSRS) covered employee is transferred to the Office of
Personnel Management (OPM) upon the retirement of that individual. No credit is given for sick
leave balances upon the retirement of employees covered by the Federal Employees
Retirement System (FERS).

Retirement Plans

All of the Foundation's employees participate in the FERS. Under FERS, the Foundation
contributes the employer’s matching share for Social Security and an amount equal to one
percent of employee’s pay to the Thrift Savings Plan. The Foundation will also match an
employee’s savings plan contribution up to an additional four percent of pay. OPM is
responsible for reporting on FERS plan assets, accumulated plan benefits, and unfunded
liabilities, if any, applicable to federal civilian employees.
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Retirement Plans (Continued)

The FASAB’s SFFAS Number 5, Accounting for Liabilities of the Federal Government, requires
that employing agencies recognize the full cost of pensions, health, and life insurance benefits,
during their employees’ active years of service. OPM, as the administrator of the FERS plan, the
Federal Employee’'s Health Benefits Program, and the Federal Employee’'s Group Life
Insurance Program must provide the “cost factors” that adjust the agency contribution rate to the
full cost for the applicable benefit programs. Accordingly, no liability is reflected on the
Foundation’s balance sheets, and an imputed cost is reflected in its operating statements.

Payroll Processing
The General Services Administration processes employee payroll and benefits.
Obligations Related To Canceled Appropriations

Payments may be required of up to one percent of current year appropriations for valid
obligations incurred against prior year appropriations that have been canceled. The Foundation
had no canceled appropriations as of September 30, 2011 and 2010.

Contingencies

A contingency is an existing condition, situation, or set of circumstances involving uncertainty as
to possible gain or loss to the Foundation. The uncertainty will ultimately be resolved when one
or more future events occur or fail to occur. With the exception of pending, threatened, or
potential litigation, a contingent liability is recognized when a past transaction or event has
occurred, a future outflow or other sacrifice of resources is more likely than not, and the related
future outflow or sacrifice of resources is measurable. For pending, threatened, or potential
litigation, a liability is recognized when a past transaction or event has occurred, a future outflow
or other sacrifice of resources is likely, and the related future outflow or sacrifice of resources is
measurable.
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 2 — FUND BALANCE WITH U.S. TREASURY

All of the Foundation’s fund balance with treasury comes from investment interest revenue,
appropriations, fees charged for services and donations. The Trust Fund appropriation is
unavailable to the Foundation for general use and can be used only for investments.

2011 2010
Fund balance with U.S. Treasury:

Trust fund $12,366,013 $ 96,654

Institute 3,927,125 378,239
Total with U.S. Treasury $16,293,138 $ 474,893
Status of fund balance with U.S. Treasury and investments:

Unobligated balance:

Available $ 2,580,410 $ 1,265,611
Unavailable 223,957 350

Obligated balance not yet disbursed 4,061,788 2,682,457
Total $ 6,866,155 $ 3,948,418
NOTE 3 — INVESTMENTS
As of September 30, investments were comprised of the following:

Unamortized Investments,
2011 Cost Premium Net
Intragovernmental Securities:

Market based notes and bonds $ 32,166,000 $ 1,134,451 $ 33,300,451
Accrued interest 291,529 - 291,529
Total $ 32,457,529 $ 1134451 $ 33,591,980
2010
Intragovernmental Securities:

Market based notes and bonds $ 44,068,219 $ 1,122,192 $ 45,190,411
Accrued interest 293,404 - 293,404
Total $ 44,361,623 $ 1,122,192 $ 45,483,815
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 4 — ACCOUNTS RECEIVABLE

Accounts Receivable is represented by Accounts Receivable — Associated Claims and
Accounts Receivable — Other, which is where the Institute has billed for services provided. The
direct write-off method is used for uncollectible receivables.

2011 2010
Claims:
Non-federal $ 69 $ 2,683
Other:
Non-federal 766,636 735,064
Federal 49,317 -
Total accounts receivable $ 816,022 $ 737,747

NOTE 5 — GENERAL PROPERTY AND EQUIPMENT

As of September 30, general property and equipment were comprised of the following:

Acquisition Accumulated Book
2011 ASSETS Cost Depreciation Value
Equipment $ 383,284 $ (312,968) $ 70,316
Equipment under capital lease 32,037 (28,988) 3,049
Total $ 415321 $ (341,956) $ 73,365
2010 ASSETS
Equipment $ 371,349 $ (292,574) $ 78,775
Equipment under capital lease 32,063 (30,145) 1,918
Total $ 403,412 $ (322,719) $ 80,693

Depreciation expense was $19,238 and $18,718 for the years ended September 30, 2011 and
2010, respectively.

NOTE 6 — LIABILITIES NOT COVERED BY BUDGETARY RESOURCES

Liabilities of the Foundation are classified as liabilities covered or not covered by budgetary
resources. As of September 30, 2011, the Foundation showed liabilities covered by budgetary
resources of $1,201,671 and liabilities not covered by budgetary resources of $190,705. As of
September 30, 2010, the Foundation showed liabilities covered by budgetary resources of
$740,210 and liabilities not covered by budgetary resources of $175,231.

16





THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 6 — LIABILITIES NOT COVERED BY BUDGETARY RESOURCES (CONTINUED)

At September 30, 2011 and 2010, liabilities covered by budgetary resources are composed of
accounts payable and other liabilities of $1,149,093 and $587,258, respectively, and accrued
funded payroll and leave of $52,578 and $152,952, respectively.

2011 2010
With the public:

Other $ 190,705 $ 175,231
Total liabilities not covered by budgetary resources $ 190,705 $ 175,231
Total liabilities covered by budgetary resources 1,201,671 740,210
Total liabilities $ 1,392,376 $ 915441
NOTE 7 — OTHER LIABILITIES
Other liabilities at September 30 include:

With the Public Non-Current Current Total
2011:

Other liabilities $ 191,115 $ 52,578 $ 243,693
2010:

Other liabilities $ 175,641 $ 152,952 $ 328,593
Intragovernmental
2011:

Other liabilities $ - $ 15,310 $ 15,310
2010:

Other liabilities $ - $ 43,820 $ 43,820

NOTE 8 - EARMARKED FUNDS
Trust Fund

The education programs of the Foundation were established by Public Law 102-259, codified at
20 U.S.C. 2601.

The Foundation enabling legislation specifically authorizes scholarships, fellowships, internships
and grants in the area of the environment and Native American health or tribal policy. The
enabling legislation authorized $40 million for a Trust Fund and directed that the Fund be
invested in Treasury obligations, with only the income from the Fund available to operate the
education programs. The Foundation is also authorized to accept, hold, administer and utilize
gifts. (20 U.S.C. 5608(a)(4)).
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 8 - EARMARKED FUNDS (CONTINUED)

The annual income is specifically allocated by the law, as follows: at least 50 percent for
scholarships, internships and fellowships; at least 20 percent for grants to the Udall Center; and
a maximum of 15 percent for administrative costs. Parks in Focus and other activities are
funded from the remaining 15 percent of Trust Fund income. Since fiscal year 2001, transfers
from appropriations have been made for the purposes of the Native Nations Institute, pursuant
to Congressional authorization.

Congress has authorized $42.17 million in appropriations for the Trust Fund. Through fiscal year
2011, approximately $42.06 million in appropriations has been deposited in the Trust Fund. In
addition to the Trust Fund corpus, $8 million has been appropriated and transferred for the
purposes of the Native Nations Institute (NNI), pursuant to Congressional authorization.
Transfers to NNI during fiscal year 2011 totaled $1 million.

In fiscal year 2011, the Foundation had two sources of income, interest from investments and
grants. Both would be considered inflow of resources to the Government.

Institute

The Institute was established by Congress through the Environmental Policy and Conflict
Resolution Act of 1998 (Public Law 105-156).

The Institute received appropriations of approximately $1.3 million a year for operating
expenses from fiscal year 1999 through 2005; $1.9 million for fiscal year 2006 and fiscal year
2007; $2.1 million for fiscal year 2009 and $3.8 million for fiscal year 2010 and 2011. In fiscal
year 1999, Congress also appropriated $3 million as a capitalization fund for the Institute, from
which the Institute had drawn for program development expenses. Congress authorized the
U.S. Institute to accept and retain fees for conflict resolution services, in addition to its
appropriations. All available balances are invested in Treasury obligations.

Of the $6,296,627 being reported as fiscal year 2011 revenue for services provided, $5,735,226
is from federal sources and is the result of Intragovernmental flows. The remaining $561,401 is
from non-federal sources and should be considered inflows or resources to the Government.

Of the $5,352,913 being reported as fiscal year 2010 revenue for services provided, $3,138,527

is from federal sources and is the result of Intragovernmental flows. The remaining $2,214,386
is from non-federal sources and should be considered inflows or resources to the Government.
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 8 - EARMARKED FUNDS (CONTINUED)

Total
Earmarked Other Earmarked
Funds Funds Eliminations Funds
Balance Sheet as of September 30, 2011
Assets
Fund balance with U.S. Treasury  $ 16,293,138  $ - $ - $ 16,293,138
Investments 33,300,451 - - 33,300,451
Interest receivable 291,529 - - 291,529
Other assets 1,002,165 - - 1,002,165
Total assets $ 50,887,283 $ - $ - $ 50,887,283
Other liabilities $ 1,392,376 $ - $ - $ 1,392,376
Total liabilities 1,392,376 - - 1,392,376
Unexpended appropriations 50,277,225 - - 50,277,225
Cumulative results of operations (782,318) - - (782,318)
Total liabilities and net position  $ 50,887,283 $ - $ - $ 50,887,283
Statement of Net Cost for the Period
Ended September 30, 2011
Gross program costs $ 10,861,470 $ 246,119 $ - $ 11,107,589
Less earned revenues 6,296,627 - - 6,296,627
Net program costs 4,564,843 246,119 - 4,810,962
Net cost of operations $ 4,564,843 $ 246,119 $ - $ 4,810,962
Statement of Changes in Net Position
for the Period Ended September 30, 2011
Net position, beginning of period $45,863,856  $ - $ - $ 45,863,856
Non-exchange revenue 1,892,949 - - 1,892,949
Donations and forfeitures 15,545 - - 15,545
Transfers in without
reimbursement 6,295,000 - - 6,295,000
Other financing sources - 246,119 - 246,119
Rescissions (7,600) - - (7,600)
Net cost of operations (4,564,843) (246,119) - (4,810,962)
Change in net position 3,631,051 - - 3,631,051
Net position, end of period $ 49,494,907 $ - $ - $ 49,494,907
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION

NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 8 - EARMARKED FUNDS (CONTINUED)

Total
Earmarked Other Earmarked
Funds Funds Eliminations Funds
Balance Sheet as of September 30, 2010
Assets
Fund balance with Treasury $ 474893 % - $ - $ 474,893
Investments 45,190,411 - - 45,190,411
Interest receivable 293,404 - - 293,404
Other assets 820,589 - - 820,589
Total assets $ 46,779,297 $ - $ - $ 46,779,297
Other liabilities $ 915441 $ - $ - $ 915441
Total liabilities 915,441 - - 915,441
Unexpended appropriations 47,774,625 - - 47,774,625
Cumulative results of operations (1,910,769) - - (1,910,769)
Total liabilities and net position  $ 46,779,297 $ - $ - $ 46,779,297
Statement of Net Cost for the Period Ended
September 30, 2010
Gross program costs $ 10,718,036 $ 176,658 $ - $ 10,894,694
Less earned revenues 5,352,913 - - 5,352,913
Net program costs 5,365,123 176,658 - 5,541,781
Net cost of operations $ 5,365,123 $ 176,658 $ - $ 5,541,781
Statement of Changes in Net Position for the
Period Ended September 30, 2010
Net position, beginning of period $43,175,063  $ - $ - $ 43,175,063
Non-exchange revenue 1,697,650 - - 1,697,650
Donations and forfeitures 53,741 - - 53,741
Transfers in without 6,300,000 - - 6,300,000
reimbursement
Other financing sources 2,525 176,658 - 179,183
Net cost of operations (5,365,123) (176,658) - (5,541,781)
Change in net position 2,688,793 - - 2,688,793
Net position, end of period $ 45,863,856 $ - $ - $ 45,863,856
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 9 — INTRAGOVERNMENTAL COSTS AND EXCHANGE REVENUE

Intragovernmental costs are related to goods/services purchased from a federal entity.

2011 2010

Program A:
Intragovernmental earned revenue $ 5,735,226 $ 3,138,527
Public earned revenue 561,401 2,214,386
Total program revenue 6,296,627 5,352,913
Intragovernmental costs 1,549,468 337,930
Public costs 9,558,121 10,556,764
Total program costs 11,107,589 10,894,694
Total Program A $ (4,810,962) $ (5,5641,781)

NOTE 10 - APPORTIONMENT CATEGORIES OF OBLIGATIONS INCURRED

The Foundation is subject to apportionment; therefore, all obligations incurred for the Trust and
Foundation are category B, which is the amount of direct obligations incurred against amounts
apportioned under category B on the latest SF 132.

2011 2010
Direct
Category B (Trust and Institute) $12,781,107 $12,184,350
Total obligations $12,781,107 $12,184,350

NOTE 11 — UNDELIVERED ORDERS AT THE END OF THE PERIOD

The amount of Unpaid Obligated Balance, Net, End of Period includes obligations relating to
Undelivered Orders (good and services contracted for but not yet received at the end of the
year) and Accounts Payable (amounts owed at the end of the year for goods and services
received).

Unpaid

Undelivered Accounts Obligated
Orders Payable Balance (Net)

2011 $ 2,860,527 $ 1,201,261 $ 4,061,788
2010 $ 1,944,709 $ 739,800 $ 2,684,509
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 12 — LEASES

The Foundation maintains leased office space in Tucson under an operating lease expiring in
2017 and in the District of Columbia expiring in 2013. The rent payment for the office space in
the District of Columbia escalates from year to year based on the terms of the lease. The lease

may be renewed under a five year option.

Future lease payments due at September 30, 2011 are summarized as follows:

2012 $ 342,342
2013 333,515
2014 278,853
2015 278,853
2016 278,853
Thereatfter 348,566
Total $ 1,860,982

NOTE 13 — RECONCILIATION OF NET COST OF OPERATIONS TO BUDGET

Liabilities not covered by budgetary resources total $191,115 for 2011 and $175,231 for 2010,
and the change in components requiring or generating resources in future periods show
$15,474 for 2011 and $(33,079) for 2010. The $15,474 is the net increase of future funded
expenses — leave between fiscal 2010 and fiscal 2011. Accrued funded payroll liability is
covered by budgetary resources and is included in the net cost of operations. Whereas, the
unfunded leave liability includes the expense related to the increase in annual leave liability for
which the budgetary resources will be provided in a subsequent period.

2011 2010
Liabilities not covered by budgetary resources $ 190,705 $ 175,231
Change in components requiring/generating resources $ 15,474 $  (33,079)
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 13 — RECONCILIATION OF NET COST OF OPERATIONS TO BUDGET (CONTINUED)

2011 2010
RESOURCES USED TO FINANCE ACTIVITIES
Budgetary resources obligated:
Obligations incurred $12,781,107 $12,184,350
Less: Spending authority from offsetting collections and
recoveries (914,029) (155,854)
Obligations net of offsetting collections and revenues 11,867,078 12,028,496
Less: Offsetting receipts (6,296,627) (5,352,915)
Net obligations 5,570,451 6,675,581
Other resources:
Imputed financing from costs absorbed by others 246,119 176,658
Total resources used to finance activities 5,816,570 6,852,239
RESOURCES USED TO FINANCE ITEMS NOT PART OF
THE NET COST OF OPERATIONS
Change in budgetary resources obligated for goods,
services, and benefits ordered but not yet provided 1,025,975 1,254,880
Change in resources that finance the acquisition of assets
or liquidation of liabilities 11,820 50,853
Total resources used to finance items not part of
the net cost of operations 1,037,795 1,305,733
Total resources used to finance the net cost of
operations 4,778,775 5,546,506
COMPONENTS OF THE NET COST OF OPERATIONS
THAT WILL NOT REQUIRE OR GENERATE
RESOURCES IN THE CURRENT PERIOD
Components requiring or generating resources in future
periods:
Increase in annual leave liability 15,474 33,079
Decrease in other liabilities (2,525) (56,522)
Total components requiring or generating
resources in future periods: 12,949 (23,443)
Components not requiring or generating resources:
Depreciation and amortization 19,238 18,718
Total components of net cost of operations that will
not require or generate resources in the
current period 32,187 (4,725)
NET COST OF OPERATIONS $ 4810962 $ 5,541,781
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
NOTES TO FINANCIAL STATEMENTS
September 30, 2011 and 2010

NOTE 14 — EXPLANATION OF DIFFERENCES BETWEEN THE STATEMENT OF
BUDGETARY RESOURCES AND THE BUDGET OF THE UNITED STATES
GOVERNMENT

Statement of Federal Financial Accounting Standards No. 7, Accounting for Revenue and Other
Financing Sources and Concepts for Reconciling Budgetary and Financial Accounting calls for
explanations of material differences between budgetary resources available, status of those
resources and outlays as presented in the Statements of Budgetary Resources (SBR) to the
related actual balances published in the Budget of the United States Government (President’s
Budget). However, the President’'s Budget that will include fiscal year 2011 actual budgetary
execution information has not yet been published. The Budget of the United States Government
is scheduled for publication in January 2012. Accordingly, information required for such
disclosures is not available at the time of preparation of these financial statements. There were
no material differences between the Foundation’s fiscal year 2010 SBR and the related
Presidents’ Budget.

This information is an integral part of these financial statements.
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
COMBINING BALANCE SHEET
September 30, 2011

ASSETS
Intragovernmental:
Fund balance with U.S. Treasury
Investments
Interest receivable
Accounts receivable

Total intragovernmental

General property and equipment, net
Other

TOTAL ASSETS

LIABILITIES
Intragovernmental:
Accounts payable
Other

Total intragovernmental liabilities
Liabilities with the public:
Accounts payable
Accrued payroll and benefits

Accrued annual leave
Other

Total liabilities with the public
Total liabilities

NET POSITION
Unexpended appropriations
Cumulative results of operations

Total net position

TOTAL LIABILITIES AND NET POSITION

Trust Institute Total
$ 12,366,013 3,927,125 16,293,138
33,300,451 - 33,300,451
291,529 - 291,529
- 816,022 816,022
45,957,993 4,743,147 50,701,140
- 73,365 73,365
- 112,778 112,778
$ 45,957,993 4,929,290 50,887,283
$ 3,179 751,403 754,582
1,641 11,385 13,026
4,820 762,788 767,608
146,188 232,603 378,791
7,191 45,387 52,578
20,064 170,641 190,705
258 2,436 2,694
173,701 451,067 624,768
178,521 1,213,855 1,392,376
48,247,019 2,022,606 50,269,625
(2,467,547) 1,692,829 (774,718)
45,779,472 3,715,435 49,494,907
$ 450957993 $ 4,929,290 $ 50,887,283
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
COMBINING STATEMENT OF NET COST
For the Year Ended September 30, 2011

Trust Institute Total
PROGRAM COSTS
Gross costs $ 1,823,495 $ 9,284,094 $ 11,107,589
Less: earned revenue - 6,296,627 6,296,627
Net program costs 1,823,495 2,987,467 4,810,962
NET COST OF OPERATIONS $ 1,823,495 $ 2,987,467 $ 4,810,962
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CUMULATIVE RESULTS OF OPERATIONS:
Beginning balance
Budgetary Financing Sources:
Non-exchange revenue
Donations and forfeitures

Appropriations used
Other

Other Financing Sources (Non-Exchange):
Imputed financing

Total financing sources
Net cost of operations

Net change

Cumulative results of operations

UNEXPENDED APPROPRIATIONS:

Beginning balances

Budgetary Financing Sources:
Appropriations received
Rescissions
Appropriations used

Total financing sources

Unexpended appropriations

Net position

THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
COMBINING STATEMENT OF CHANGES IN NET POSITION

For the Year Ended September 30, 2011

Trust Institute
Earmarked Earmarked Consolidated

Eunds All Other Funds Total Eunds All Other Funds Eliminations Total Total
$ (2,306,877) $ - (2,306,877) $ 396,108 $ - $ - 396,108 $ (1,910,769)
1,612,042 - 1,612,042 280,907 - - 280,907 1,892,949
15,545 - 15,545 - - - - 15,545
- - - 3,792,400 - - 3,792,400 3,792,400
- 35,238 35,238 - 210,881 - 210,881 246,119
1,627,587 35,238 1,662,825 4,073,307 210,881 - 4,284,188 5,947,013
(1,788,257) (35,238) (1,823,495) (2,776,586) (210,881) - (2,987,467) (4,810,962)
(160,670) - (160,670) 1,296,721 - - 1,296,721 1,136,051
$ (2,467,547) $ - (2,467,547) $ 1,692,829 $ - $ - 1,692,829 $ (774,718)
$ 45,752,019 $ - 45,752,019 $ 2,022,606 $ - $ - 2,022,606 $ 47,774,625
2,495,000 - 2,495,000 3,800,000 - - 3,800,000 6,295,000
- - - (7,600) - - (7,600) (7,600)
- - - (3,792,400) - - (3,792,400) (3,792,400)
2,495,000 - 2,495,000 - - - - 2,495,000
$ 48,247,019 $ - 48,247,019 $ 2,022,606 $ - $ - 2,022,606 $ 50,269,625
$ 45,779,472 $ - 45,779,472 $ 3,715435 $ - $ - 3,715,435 $ 49,494,907
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THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
COMBINING STATEMENT OF BUDGETARY RESOURCES
For the Year Ended September 30, 2011

BUDGETARY RESOURCES
Unobligated balances - beginning of period
Recoveries of prior year obligations

Budget authority:
Appropriations received
Budgetary revenue
Less: transfers out to Native Nations Institute
Less: appropriations not available for obligation

Total budget authority

Spending authority from offsetting collections:
Earned:
Change in receivables from Federal Source
Collections

Total budgetary resources

STATUS OF BUDGETARY RESOURCES
Obligations incurred:
Direct
Unobligated balance:
Apportioned
Unobligated balances not available

Total status of budgetary resources

CHANGE IN OBLIGATED BALANCES
Obligated balance, net, beginning of period:
Unpaid obligations

Obligations incurred
Gross outlays
Recoveries of prior-year unpaid obligations

Obligated balance, net, end of period:
Unpaid obligations

Net outlays:
Gross outlays
Less: offsetting collections
Less: distributed offsetting receipts

Net outlays

29

Trust Institute Total
1,213,837 $ 52,121 $ 1,265,958
72,539 841,905 914,444
2,495,000 3,800,000 6,295,000
1,618,811 6,499,274 8,118,085
(1,000,000) - (1,000,000)
- (7,600) (7,600)
3,113,811 10,291,674 13,405,485
- (2,525) (2,525)
273 1,836 2,109
4,400,460 $ 11,185,011 $ 15,585,471
2,437,054 $ 10,344,053 $ 12,781,107
1,879,117 701,293 2,580,410
84,289 139,665 223,954
4,400,460 $ 11,185,011 $ 15,585,471
456,195 $ 2,228,314 $ 2,684,509
2,437,054 10,344,053 12,781,107
(1,844,727) (8,645,130) (10,489,857)
(72,539) (841,905) (914,444)
975,983 $ 3,085,332 $ 4,061,315
1,844,727 $ 8,645,130 $ 10,489,857
- (2,109) (2,109)
- (6,296,627) (6,296,627)
1,844,727 $ 2,346,394 $ 4,191,121
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APPENDIX A
THE MORRIS K. UDALL AND STUART L. UDALL FOUNDATION
MANAGEMENT RESPONSE TO AUDITOR
INTERNAL CONTROL REPORT
September 30, 2011

This section of the report represents Management Response to the Conditions and
Recommendations included in the Independent Auditor's Report on Internal Control dated
November 10, 2011, beginning on page 4 of this document.

Response
The independent auditors identified no deficiencies in internal control that are considered

material weakness in financial reporting during their audit for the year ended
September 30, 2011.
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