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s RRIS BALDERSTON
: MELANIE KENDERDINF
: CALIFORNIA TFRACHERS
IBSUE

The Californla Retired Teachcrs Fyatem ane Lhe Staka of california have a-100
yoar old claim against a DOE oil fiald which we are in the procegs of selling.
The Department is statutorily ahligated tc sell this property and to settle
the claim with the teachore. The President sent legisiation Lo the hill to do
this in early 1995. Congreze pessed u variatian nn our leglslation in the '
Defanse Authorization bill in.1996.

The nel present value of the field is §1.%» hillion although we are seeking
bida and 4o not knaw the tinal sale price. 'The settlement would give the
pension fund 9 pecoent of the proceeds of the zale. kstimates of the value of
the =attlement range from $135 million to $180 million. Payment of the claim
requires a settlement and appropropriation. :

There are 500,000 teachers in California and 160,000 retired teachers.
Taachare in the Califeornia pengion plan apparently do nat receive social
security and receive extraemely small monfhly payments from tha fund —— this
settlement is the number one issue fur the teachers this year.

EVERT

Event starts promptly at 8:45 am california time, Thursday, Octobher 1Q.
Congressman Fazio is going ta Sacramento to Lhe califarnia Teachers
‘Amsociaticon state headquartérs Lo anneunce that the qegntiating parties (DOE,
Teachare, CA Land Commission and CA AG's Office) have reached agreement whi.ch
will be finalized when the Governor signs it., '

Secretary O‘Leary will he phoning in teo teli the agpambled teachers and CTA
that shs ie cigning the settlement agreement.. She will praise Fazio and other
members for their help, €tc. :

A1l California papers cover sSacramentao. They know what i= going- to ke .
announced but are hemoring an embarge. Fazio also expects television coverage.

SENSITIVITIES

We have had a daifficult tLime making this o smeoth roll out because the Ratired

reachers Board and AC'e office could give this to the Governor for his
announcement. if we give them any lead time.

The President sat nexl to the CTA President. roie Tinsaon, at a dinner two or
three months age. She iz from Axkansas, uwscd to teach there and the President
remembered her. They spoke about this issue and he apparently told her he
would get back to her on it. C :
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DRAET DRAFT DRAFT
OctoberXX 1996 -

Pre51dent Chnton Acts To Boost |
Pensmn Checks For Cahforma Teachers

B"ll ‘Wicker, 202/586-5827

: Pre&dcnt Clmton today delxvered on his promise to help prmnde for the financial mmty
. of retired California school teachers when the US. Department of Energy aimounced a settlement
' agreement that could yield more than $100 million to the California State Teachers' Retlrmlem

- Systm The moncy wﬂl be used 1o prowde cost-of hvmg mcreases for the retirees.

: ~This action today demons:rat&s the President’s strong commitmeént to those who have :
" dedicated their lives to teaching our childrer,” said Energy Secretary Hazel O'Leary. “California
reachers can be conﬁdent thai this agreement will strengthen their retirement system.”

Prwdeut Clmton, a strongl advocate for ‘common sense govemmcm, in 1995 proposed
legislation calling for the sal¢ of Elk Hills Naval Petroleum Reserve near Bakersfield. ' Privatizing
* Elk Hills, which will get the federal government out of the business of producing oil and na:ural
gas; reflects the vision of the President concemmg the proper roles of the federal government,
" state govemmmt and pnvate industry.

The Elk Hills sales process was set in motion i Febmary whm the Pmmdem szgmd the

Defense Authorization Act of 1996, which alss includes 2 provision that settles a long-standing - -

dispute berween the State of California and the Federal government over certain "school lands"
within the Elk Hills Reserve. That provision provided an avenue for the state to address its claims

by setting aside a percemage (S percent) of the net proceeds from the Elk Hills sale to benefit the
. State Teachers Retirement System. . (Using Congressional Budget Office cstnnat&s ofa$ls Sl
" billion sales price for Elk Hills, more than $000 million — 9 percent of the get proceeds ﬁ—omthe

_sale —~ could be avaﬂable for retired public s school teachers in Cahforma.) e

~ Once EIk Hills is sold, the Departmem. of Energy (DOE) will pay the 9 percent in five -
- equal mstsllments (without interest) beginning in 1999 and ending in 2003, If the amount excesds
* $120 million, the balance over $180 million would be paid in two equal installments mtheyears . .
' 2004 and 2005. The DOE's obligation to pay is contingent on sale, and the obligation to pay each . -
installment is subject to an appropriation from Congress. DOE is obligated to request the _
- Prmdent to seek appropnancn necessary to fund the agremr-:nt '

',.lL-95-ooo Toeoriel -MORE-
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Ifthe settlementmstallments are appropnated and dJsbursed. the State of California wilI
.relmse all Elk Hills SChooI lands claims against the United States and the purchaser(s) of Blk Hi[ls. )
. If Congress does not find the settlement, or funds only part of the settlement, the state may .
terminate the agreement and sue DOE or the purchaser(s) for damages. However, whether or not
“Congress funds the settlement, the agreement would precludé the state from seeking to egjoin the
" Elk Hills'sale and would rule out treble damage claims under state law. Tt alse would permit. the
purchaser(s) to convert the state's clalms that it has title to ¢laims for money damage.

Settlemem negona_nans had been underway smce February. Reprmentaﬁva ﬁ'om [namés
~ here...” - . .7 o . '

a ] were among the parties which
agreed to, the setﬂemmt terms armOunccd today by Secretary O'Lcary

| [Next stepshere ] . ’
L -DOE-
--L-96-‘000_- :
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LONEFBENTTAL /CONTRACT SENSIT 1 Vi

TO: KRIS BALDERSTON

FR: MELANIE ‘KENDERDINE .

RE: STATUS OF CALIFORNIA TEACHHERS: SETTLEMENT
DATE: 10/04/06. : _ :

Per your request, I am sending you aun abbreviated proposal for an
event for the signing of a settlement: Agreement between the DOE
and the California Retired Teachers (time is extremely short) and
have included the text of the previous mewo T sent you on this

- subject back in Auqust.

UPDATE -- 10/03/96

The Department, the Teachers and ipe sbaie of Talifornia are
- extremely close to reaching an agreement: DOE js waiting for
written concurrence from the DOJ but has already. received a
verbal OK from a staff counsel at dustice. The draft agreement
would give the Teachers.Retirement Fund nine percent of the
proceeds of the sale of the DOE’'s Naval Petroleum Reserve. We

will not know the final sale price anti! 1998, when we are
statutorily obligated to sell the properiy; for budget assumption
purposes, OMB and CBO estimates woul: place the value of the

settlement at somwhere between S150 and.$180 million.

The Governor and the Sécretary'musﬂ sign ithe final agreement.
The teachers and the state have internal approval processes which
will take, at a8 minimum, ten.days. :

Assuming we have a tentative agreement'. with ail parties within
the next 24 hours, we anticipate being ready for some kind of
roll-out of an agreement in principle by early to mid-week next
week (Oct. 8 or 9). '

Several members of Congress (Fazir, Dociey, Brown, Harmon, Eshoo,
Woolsey, Dellums) have expressed interest in Ithis settlement.

The Lieutenant Governor also -aware ihal ve are ready to settle.

I recommend that we have an -event in alifornia, next Wednesday
or Thursday with either Charlie Curiis on Tom Grumbly, any
interested members of congress, the head of the teachers
association, and a crowd of retired teachers. Mr. Panetta could
participate or call in, depending on his schedule, etc.

Timing will be tfickY; In order to get an event together with

the teachers, we will have to notify their board. As soon as we
do. this, it is possible that Governor Wilson will take credit for
the settlement. Perhaps the California Democratic Caucus, the

Senators and John Emerson can help us- solve the timing problem.

- 3
-~
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BACKGROUND (FROM PREVIOUS MEMG:

- The Department of Energy owns and uperates the Elk Hills Naval

Petroleum Reserve in Bakersfield. Yifornia. . Vice President
Gore proposed that this faciliky be nrivatized A5 part of the
National Perférmance Review in 1993,

The President’s legislation to privaicize the Reserve went to the
Hill in the spring of 1995 and “included « provision which would
settle a longstanding claim by the California State Retired
Teachers and the California Lands Commission against Elk Hills
property. The State’s ownership «=laim involves two tracts of

land within the Elk Hills field. The State has taken the federal-:

government to court to seek compensalion for this property and
loston the basis that the statute of Jlimitations for the claim -
had expired. - - . . : : -

The State maintains that when and ii tihe property changes hands,
as 1t would in the event of a sale, ithe ¢laim would be re-
activated. This has raised concerns’ at the Department about the
possible dilatory impacts of the «laim o1' the sale process. As
such, the DOE. recommended and the President included, a
settlement provision in his legislation authorizing the sale of
Elk Hills. This provision, based on fairnese and equity as
opposed to the legal validity of the «<laim, would have paid the
State 7 percent of the proceeds from :he sale over a nine year
period of time. - o o

The 1996'Defense Authorization bji! wnindes language to sell Elk

Hills and establishes a mechanisn vo conpensate the teachers for
their claim, either'through_settlemeut 21 a successful legal
challenge. Under the Congressional ly-passed statute, the =
teachers could bé provided up to 9 percent. of the value of the
property, with the actual amount of the compensation to be
determined by an assessment of the “fair value of the claim."
Funds for the settlement amount wouid have to be appropriated.

STATUS

The Department of Energy, with the <oncurrence of the White House
and OMB, has initiated settlement negotiations with the
California Retired Teachers, the California Attorney General's
office and the State Lands Commission.{all interested parties.)

ZLE]

On Friday, August 2, representatives nf :he Teachers, the CA AG's

office and the CA Land Commission, met with DOE and OMB
representatives:. . All parties were reportedly happy with the
progress that was made and agreed :to have a phone conference in
approximately ten days to negotiate further. ~The group
established mid-September as a target date to sign a contingent
settlement agreement (any agreement. must be contingent because ‘it
is necessarily based-on.value at sale, which will not occur until
1998; and is subject to appropriation.:
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General concerns raised by the Depa:twent. are calculation of fair
value of the claim (since the €1ark hr“ xust in court, some of
‘our lawyers view the fair legal wvaiue as "0"), timing,
appropriations language that would in some way validate the
settlement agreement and how to calcuiate the equitable value of
the claim. - S ' '

The Teachers have drafted a favorab)e aviicle for their
newsletter (circulation: 500,000) which :ndicates they are

optimistic about settlement and that lhey had a very positive
negotiating se551on w1th DOE . ' '

DOE indicated that it would ]lk€ ¢ honoi the. nine: percent amount
found in the statute but needed move ihan prellmlnary numbers to
validate that figure ;

problem.



EXECUTTIVE OF FICE OF T HE PRESIDENT

27-Sep-1596 03:59pm

TO: . Kris Balderston
TO: T J. Glauthier
TO: Kathleen Peroff
TO: John C. Angell
FROM: Jennifer Palmieri

Office of the Chief of Staff
SUBJECT : Elk Hills

It appears that DOE has not yet signed off on the final agreement
related to compensation for California teachers from the Elk Hills
sale.

Lt. Gov. Gray Davis has written Leon to nudge the Administration
along on this and we have also started receiving mail on this from
teachers across the state. -

Anyone know what’s going on over a DOE?

thanks.

ps -- I will send the Davis letter to you.
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GRAY DAVIS
Tieutenant GSobernor
State of California

VIA FACSIMILE

September 25, 1996

The Honorable Leon E. Panetta
Chief of Staff to-the President
The White House

1600 Pennsylvania Avenue
Washington, D.C. 20500

Dear Leon:

As you know, California representatives have been negotiating with the Department
of Energy since July to ensure that California is adequately compensated for its
ownership interest in Elk Hills Petroleum Reserve, Secretary O’Leary publicly stated
in February that California would get 9 percent of the ultimate sales price as
compensation for its interest in the field, an interest which has been held since
statehood.

Once appropriated by Congress, California’s share would come to the State Lands
Commission, of which I am a member, for investment on behalf of the 500,000 active
and retired teachers in California. Because of the commitments provided and publicity
generated by the Administration on this issue, there is a high -- and perfectly
reasonable — expectation on the part of California teachers that their retirement fund
will benefit from this sale.

In March, the State provided the Department a draft agreement on this matter. I
understand this agreement is now on Secretary O'Leary’s desk for her final
disposition, ] urge the Administration not to lose this opportunity, and to do its
utmost to culminate the agreement in an expeditious manner.

Be<E t regards,
DT oy nie T Sea amed TZE TF 41
Colleqe.

[0 state Capitol, Rm. 1114, Sacra 10, CA 95814 (916) 445-8994 FAX (916) 323-4998 E-Mall: Gray.Davis@itg.ca.gov
{0 333 South Grand Avenue, Sulte 2040, Los Angslas, CA 90071 (213) 820-2211 FAX (213) 620-2033

-



EXECUTTIVE OFFICE OF T HE PRESIDENT

27-Sep-1996 03:59pm

TO: Kris Balderston
TO: T J. Glauthier
TO: Kathleen Peroff
TO: John C. Angell
FROM: Jennifer Palmieri

Office of the Chief of Staff
SURJECT: Elk Hills

It appears that DOE has not yet signed off on the final agreement
related to compensation for California teachers from the Elk Hills
sale.

Lt. Gov. Gray Davis has written Leon to nudge the Administration
along on this and we have also started receiving mail on this from
teachers across the state.

Anyone know what’s going on over a DOE?

thanks.

ps -- I will send the Davis letter to you.
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EXECUTTIVE OFFTICE OF T HE PRESIDENT

27-Sep-1996 07:36pm

TO: PALMIERI J
FROM: Kathleen Peroff
CC: balderston_k
CC: angell j

CC: T J. Glauthier

SUBJECT: Re: Elk Hills

Message Creation Date was at 27-SEP-1996 19:37:00

I talked with John Emerson about this late this afternoon. DOE and Teachers
are discussing a final agreement proposed by California teachers. California
wants DOE to agree that the money being paid (the amount of which appears no
longer to be a real issue) is the fair value of their legal claim. This
causes DOE’s General Counsel problems. The General Counsel feels that the
claim has to be evaluated on the basis of litigation risk and its potential
impact on the sales proceeds the government ultimately receives. California’s
proposal would require the Secty to agree that the amount of the settlement
agreed to by DOE and California is equal to the value value of the legal
claim, and there is question as to whether that i1s the case from DOE’s
perspective.

I'm not sure why California wants that par ticular condition; perhaps, they
feel it will enhance the likelihood that appropriators will come up with the
appropriations that will be necessary to make the money agreed to by DOE
available to the teachers. The approval of the appropriators is necessary by
law; the money will not go to California after the agreement, but only after
the appropriators have enacted the funds settled upon by DOE. DOE feels
that California’s language could actually backfire on the Hill, since the
authorizing and appropriation committees know the full history on this issue.

Timing sensitivity:

DOE has to respond to California’s offer tomorrow. Apparently on Wednesday,
there is a public Board meeting of the Teacher’s organization in California and
they want to announce that the agreement is ratified. They will take
opportunity to pummel DOE if agreement not accepted. DOE told me tonight
that they plan to respond tomorrow (Saturday) that they are reviewing the
agreement and not give any more substantive indication of where they are. WE
plan to discuss this further with them tomorrow. I know they also want to
bring in Justice and WH ont he substantive issues soon.



Department of Energy
Washington, DC 20585

OFFICE OF THE
DEPUTY SECRETARY
July 19, 1996
To: Chris Balderston
From: Kyle Simpson
Re: Settlement of claims by the California State Teachers Retirement
System (CSTRS).

Attached is a memo that describes the statutory framework requiring an offer of settlement of the
Teacher's claim to a portion of the proceeds from the potential sale of the Elk Hills Naval
Petroleumn Reserves in California, a history of the claim, and our proposed approach to resolving
the claim.

We will engage the CSTR in an effort to reach agreement on this approach to achieving a
settlement. The requirements of the statute that governs the sale restrict our ability to effectively
settle the claim at this time. We propose to determine the fair value of the State’s claim over the
next 18 months, so that it can be resolved promptly after sale, as required by the statute.

@ Prinied with soy ink an macycied paber
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Privileged & Genfidential

PROCESS FOR SETTLING CALIFORNIA
TEACHERS' CLAIM FOR PORTION
OF ELK HILLS SALES PROCEEDS

I Statutory Framework

The Administration's 1995 legislative proposal for the sale of the United States’ interest in
the Elk Hills Reserve in California (Naval Petroleum Reserve No. 1) provided that 7 percent of
the proceeds of sale would be paid to the State of California for the Teachers’ Retirement Fund
(State). The Congress refused to accede to this approach, and instead provided in the 1996
statute that 9 percent of the net proceeds of the sale would be placed in a contingent fund in the
Treasury for up to 10 years after the effective date of the Act, to be available in such amounts as
may be appropriated to cover any settlement between the United States and the State or any
judgment the State obtains against the United States. The Secretary is required within 30 days
after the sale of Elk Hills (scheduled for February 1998) to make an offer of settlement to the
State, based on the "fair value for the State's claim, including the mineral estate, not to exceed the
amount reserved in the contingent fund." The statute did not affect the merits of the State’s claim
or recognize the validity of any claim.

M. History of Claim'

Although there presently is no pending formal “claim” by the State, the State’s historical
claims have been based on the California School Lands Grant Act of March 3, 1853, 10 Stat.
244, as amended. Pursuant to Section 6 of that Act, Congress granted to the State sections 16
and 36 of each township for public schools with the exception, inter alia, of lands previously
appropriated and mineral lands. In 1927, Congress extended the grant to mineral lands, but
continued to except any lands included within the limits of an existing reservation. Act of January
25, 1927, 44 Stat.1026 (codified at 43 U.S.C. 870).

The 1853 Lands Grant Act did not grant the State mineral lands and did not vest title to
any school lands immediately. The State took title to school lands only after a survey was
approved by the Commissioner of General Land Office (“GLO™) (United States v. Morrison, 240
U.S. 192 (1916)), and, until the survey was approved, the United States could dispose of the
lands as it wished (see Minnesota v. Hitcheock, 185 U.S. 373, 400 (1901)). Lands that were
determined to be mineral lands by an approved survey did not vest in the State. To compensate
the State for lands reserved for public uses or taken by private claims, Congress provided that

The following history borrows heavily from the Findings of Fact filed by the U.S. District

_Court in 1992 in State of California, ex rel. v. Watkins, et al., No. CV F-87-665 ED_P.

=) A MAS
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other lands could be selected in lieu thereof by the State subject to approval of the Secretary of
the Interior. Act of March 3, 1853, sec. 7, 10 Stat. 244,

The Elk Hills school lands were not surveyed until 1901 and they were determined to be
mineral in character. United States v. State of California, 55 1.D. 121, 122 (1935). The survey
was accepted and approved by the Commission of the GLO in 1903. Because the lands were
mineral in nature, title to these lands did not vest in the State, and the lands were reserved from
entry under all applicable statutes. Since the Elk Hills Naval Petroleum Reserve had been
established in 1912, title to the Elk Hills school sections remained in the United States even after
the Act of January 25, 1927 allowed school land grants to apply to mineral lands.

Despite the creation of the Elk Hills Reserve and the exceptions in the 1927 Act, the State
claimed title to the sections within Elk Hills, and sold section 36 to Standard Qil Company of
California. In the late 1920s and early 1930s, the United States brought a series of successful
actions to quiet title to the lands within the Elk Hills Reserve, including the school lands issue.
Title to section 36 was quieted in the United States as a result of this litigation. The dispute over
section 16 was settled by consent decree.

Following further unsuccessful attempts in the 1980s to resolve the matter to its favor
administratively, the State of California filed suit in 1987 to, inter alia, quiet title to Elk Hills
school sections and to claim entitlement to fifty percent of all moneys received by the United
States from sales bonuses, royalties and rentals from Elk Hills. In 1992, the U.S. District Court
for the Eastern District of California entered judgment in favor of the United States on all counts,
and dismissed the case with prejudice. The State’s motion for reconsideration was denied.

In 1987, the Department of the Interior Solicitor issued an opinion to the Energy
Department General Counsel stating, inter alia, that: California had no vested rights in the lands
50 as to prevent their sale; Congress was free to vest title in the State (but was not obliged to) and
could do so by revoking the withdrawal of the lands; and, if the lands are not restored to the
public domain prior to sale, the buyer(s) would acquire title superior to the State’s expectancy
interest. The 1996 sale legislation did not revoke or terminate the reservation, although both the
Administration and the State had requested that Congress take action to give the State a claim to
the lands or to the proceeds of sale.

IOI. Proposed Approach: Consider merits of State’s claim during next 18 months so that it
' can be resolved promptly after sale, as contemplated in the sale
statute

Under this proposal, the State and the Department of Energy would pursue a form of
administrative dispute resolution known as a “neutral evaluation”. This process would entail the
informal presentation of positions by each party to an independent, mutually agreeable neutral
who, at the end of the process, would recommend to the Secretary of Energy the “fair value of
the State’s claim” as specified in the statute. After consideration of the neutral’s recommendation,
the Secretary would make an offer of settlement to the State. If settlement was not achieved, the
State would be free to pursue whatever legal avenues were availeble. The basic steps in the
process would cover:

T =



Parties’ agreement on process

Selection of neutral

Written and oral presentations to

neutral

Neutral recommends “fair value”

(in terms of a percentage of proceeds
of sale)

Secretarial decision to ﬁccept or modify
recommendation

Secretarial offer of settlement

@jood

August 1996

November 1996

January - June 1997

October 1997

December 1997

February 1998



Elk Hills and California Teachers' Settlement
August 6, 1996 - received from DOE

Background

The DoE owns and operates the Elk Hills Naval Petroleum Reserve in Bakerstield, California.
Vice President Gore proposed that this facility be privatized as part of the National
Performance Review in 1993

The President's legislation to privatize the Reserve went to the Hill in the spring of 1995 and
included a provision which would settle a longstanding claim by the California State Retired
Teachers and the California Lands Commission against the Elk Hills property. The State's
ownership claim involves two tracts of land within the Elk Hills tield. The State has taken
the federal government to court to seek compensation for this property and lost, on the basis
that the statute of limitation for the claim had expired.

The State maintains that when and if the property changes hands, as it would in the event of a
sale, the claim would be reactivated. This has raised concerns at the Department about the
possible dilatory impacts of the claim on the sale process. As such, the DoE recommended
and the President included, a settlement provision in his legislation authorizing the sale of Elk
Hills. This provision, based on fairness and equity as opposed to the legal validity of the
claim, would have paid the State seven percent of the proceeds from the sale over a nine year
period of time. '

The 1996 Defense Authorization bill includes language to sell Elk Hills and establishes a
mechanism to compensate the teachers for their claim, either through settlement or a
successful legal challenge. Under the Congressionally-passed statute, the teachers could be
provided up to nine percent of the value of the property, with the actual amount of the
compensation to be determined by an assessment of the "fair value of the claim." Funds for
the settlement amount would have to be appropriated.

Status

The DoE, with the concurrence of the White House and OMB, has imtiated settlement
negotiations with the California Retired Teachers, the California Attorney General's office and
the State Lands Commission (all interested parties).

On Friday, August 2, representatives of the Teachers, the CA AG's office and the CA Land
Commission, met with DoE and OMB representatives. All parties were reportedly happy with
the progress that was made and agreed to have a phone conterence in approximately ten days
to negotiate further. The group established mid-September as a target date to sign a
contingent settlement agreement (any agreement must be contingent because it is necessarily
based on value at sale, which will not occur until 1998; and is subject to appropriation).

General concerns raised by the Department are calculation of fair value of the claim (since the
State has lost in court, some of DoE's lawyers view the tair legal value as "0"), timing,
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SATE OF CALIFORNIA PETE WILSON, Govermer
SRS
STATE TEACHERS' RETIREMENT SYSTEM

POST OFFICE BOX 16276
SACRAMENTO, CA 05851-0276

(916) 229-3714 w/
July 19, 1996 ; . t7>>ﬁl

-
John Emerson )’\J@

Deputy Assistant to the President : ‘
and Deputy Director for Intergovernmental Affairs

Executive Office of the President .

0ld Executive Office Bullding, Room 148 § :??

17th Street and Pennsylvania Avenue NW ;

Washington, DC 20500

-

-
~£

Re: State of California Teachers - Elk Hills Compensation

Dear Mr. Emerson:

I'm contacting you regarding recent activitieé impacting education
in california. An agreement was reached between the California
Legislature and the Governor to reduce class slze in primary grades
in Californja’s public schools. This is the first truly positive
accomplishment for California‘s public Bchoolsgin many years and is
strongly supported by teachers, teachers’ unions, and the public.
This high visibility on education provides the President with an
opportunity to present his themes on education.

As you know, funding for public education in California is among
the lowest in the country. California is also among the lowest in
overall test scores and among the highest in drop out rates in the
nation. Additional funding for education provides hope to all
Californians that breakthroughs can be made in improving these
statistics. A task force to implement the class size reduction
agreement has been established and will begin meeting on July 31.
The California State Teachers’ Retlrement System will participate
on the task force because the need for 20,000 new teachers to
effect the agreement will require that approximately 10,000 -
15,000 retired teachers return to the classroom on an interim basis
until permanent teachers can be certified.
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As a result of the class size reductlon agreement Californla media
coVerage 'has been intense and continues to focus on this issue.
The aqreement has even surfaced in Dole campaign stories. The
attached articles demonstrate the media attention being given to
this issue.

We understand the President has been invited to attend the
California Teachers Association’s Political Action Institute the
week of August 4, 1996. This may be an excellent opportunity for
the President to affirm his commitment to non-partisan education
reform that will provide the best possible environment for student
achievement. It would also serve as a forum for the President to
reiterate his commitment to retired teachers and the agreement
reached with California regarding its claim to school lands within

' the Elk Hills Naval Petroleum Reserve.

Please feel free to contact me if you would @ike to discuss this
further, ) :

Sincerely,

)Y,o\ Moerlf

Jemhifer D. Morrill, Director
Governmental Affairs

Attachments

cc(w/att): Jennifer Palmieri
Special Assistant to
the Chief of Staff
to the President




appropriations language that would in some way validate the settlement agreement and how to
calculate the equitable value of the claim.

The Teachers have drafted a favorable article for their newsletter (circulation: 500,000) which
indicates they are optimistic about settlement and that they had a very positive negotiating
session with DoE.

DoE indicated that it would like to honor the nine percent amount found in the statute but
needed more than preliminary numbers to validate that figure.



EXECUTTIVE OFFICE OF T HE PRESIDENT

16-Jul-1996 06:18pm

TO: BALDERSTON_ K

FROM: CN=Lori A. Krauss/OU=OMB/O=EOP
CC: palmieri j

CC: martinez r

cc: emerson_Jj

SUBJECT: Re: Elk Hills

Message Creation Date was at 16-JUL-1996 18:16:00

As we understand the current status of this issue, the Department of

Energy (DOE), at OMB’s request, talked with Jennifer Morrill (Director of
Governmental Affairs, California State Teachers’ Retirement System) in late
June or early July, and told her that the Administration could not agree to an
expedited settlement on Elk Hills. It was felt that the high degree of
visibility of the Elk Hills sale necessitated methodic analytical review of
the hydrocarbon reserves underlying the sections of land California is
claiming.

In conjunction with the sale of Elk Hills, as required by statute, an Elk
Hills Reserve Report is being prepared by an independent expert. We checked
with DOE to determine whether or not the two sections of land involved in the
California settlement could be "studied" at the beginning of this independent
effort. DOE said that because of the complicated geologic nature of the
reserves in question, it would not be possible to study them before extensive
work had been done on the producing zones they cross. DOE then conveyed this
information to Jennifer Morrill.

At the same time, we’ve seen James Mosman’s June 27th letter to John Emerson.
We asked DOE a few weeks ago, what Secretary O’leary’s position regarding an
expedited settlement was. We have not heard back yet.

The statute authorizing divestiture of Elk Hills has specific provisions
regarding the California settlement. If you would like more information on
these provisions, please let me know.
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EXECUTIVE OFFICE OF THE PRESIDENT
17-Jul-1996 06:08pm

TO: Kris Balderston

FROM: Kathleen Peroff

Office of Mgmt and Budget, ESD

SUBJECT: RE: thought you should weigh in on this

Thanks, I talked with Jennifer briefly about this and was told
that Leon was likely to go out there in California and that we
would have to have something to say that was positive re
settlement. I think that we can work something out with DOE. Our
concern would be not to go too far in promising a particular % or
particular amount of money that would go to California Teachers at
that point since the data on the reserves will not be in. But, in
my conversations with Kyle Simpson, I have that sense that we
would come up with language that would be workable...perhaps talk
about a range. If you have any further questions, let me know.
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