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MEMORANDUM

TO: John Podesta
Karen Tramontano

FROM: Karen Skelton
DATE: September 29, 1998

RE: Elk Hills Settlement

The FY 1999 Defense Authorization Bill Conference dropped the House provision which would
have provided direct spending for the Elk Hills School Lands Fund. Neither the House nor
Senate Interior Appropriations bills include funding.

The President’s FY 1999 budget requested $36 million a year through FY 2003 for a total of
$298 million over seven years. (This is the full payment agreed to in the Settlement Agreement by
the Department of Energy and the State of California.)

Last week, staff from the offices of Congressman Fazio and Congressman Thomas called OMB to
ask for assistance in securing funding for Elk Hills. The Congressional staffers expressed support
for an agreement between Congressman Fazio and Chairman Livingston of the Appropriations
Committee. Chairman Livingston agreed to fund the $36 million if the Administration requested

it as an emergency supplemental appropriation. OMB opposes the request because it does not

constitute an “emergency” as the term has been used.
OMB says the Administration is actively seeking to get an appropriation for the payments, but not
as an emergency. OMB says the payment is a priority for “end game” appropriations negotiations

with Congress.

Please advise.
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MEMORANDUM

JOHN PODESTA
LARRY STEIN

SYLVIA MATHEWS
JANET MURGUIA
KAREN TRAMONTANO
KAREN SKELTON [¥%
ELK HILLS SETTLEMENT
AUGUST 14, 1998

As you recall, I forwarded the attached memo to you on July 28 setting forth a

request by the California Congressional delegation for White House support of $324 million due
California from the sale of the Elk Hills Naval Petroleum Reserve. The State of California will apply
these funds to supplement the pensions of its most elderly teacher retirees.

OMB reports that there are two tracks for obtaining funding of this settlement:

1. The FY 99 Budget:

Per the agreement with California, the Administration requested $36 million in the FY
99 Budget for payment to California. This request represents the first of what would
be an annual request over seven years.

Status: Neither the House nor the Senate have provided funding for the payment in
the appropriations bills. The Administration has included language urging the
appropriators to include funding for this payment in letters and SAPs.

2. The 1998 Defense Authorization Act;

The House included a provision in the Defense Authorization Act to make the
payments to California mandatory as direct spending. The Senate has not acted on
this provision.

Status: The Administration has not stated a view on the direct spending provision in
this year’s Defense Authorization bill, but in 1996 the Administration did support the
use of direct spending for this purpose. The California Delegation’s letter requests
our help in urging the Senate to adopt the same direct spending provision adopted by
the House. OMB takes the position that if acceptable spending offsets could be
identified, it wold likely support the use of direct spending to fund the payments to
California, but OMB reports that they have not been able to identify acceptable
offsets.

Please advise on next steps, including a meeting or further research. I expect the California
delegation will renew their request for assistance after the summer break. Thanks.



MEMORANDUM

TO: ERSKINE BOWLES
JOHN PODESTA
LARRY STEIN
TRACY THORNTON
KAREN TRAMONTANO

CC: " CRAIG SMITH
FROM: KAREN SKELTON u,éﬁ
SUBJECT: ELK HILLS SETTLEMENT TO CALIFORNIA

DATE: JULY 28, 1998 -

I received the attached letter requesting the White House’s help on a matter supported by the
entire California Congressional delegation. The matter involves compensating the state of
California $324 million for its interest in the sale of the Elk Hills Naval Petroleum Reserve. Under
a settlement agreement, California will apply these funds to supplement the pensions of its most
elderly teacher retirees. The letter requests that the White House call Senators Carl Levin and
Frank Lautenberg to express support for funding the $324 million as part of the FY 1999 Defense
Authorization Act.

Background

In the mid-1990s, the Administration proposed to sell off the Elk Hills Reserve, an oil field
located near Bakersfield, California, to private industry. At the time, Leon Panetta and John
Emerson assisted the state of California in reaching a settlement that provided a percentage of the
sale proceeds be allocated to the state and be used to supplement retired teachers’ pensions.
Under the Defense Authorization Act of 1996 directing the land sale, 9 percent was to be held in
escrow for the state of California. Congress subsequently directed the State of California and the
Administration to seek a settlement of the state’s claim. Accordingly, the President’s budget for
FY 1999 sets aside $324 million in an escrow fund for payment to California and its teachers (9%
of the $3.65 billion total sale).

rrent Statu

Congressman Bill Thomas (CA-21), working with Congressman Vic Fazio (CA-03), negotiated
into the House version of the FY 1999 Defense Authorization Act a provision that allows the
State and its teachers to be paid out of the escrow fund in installments over seven years, as
provided in the settlement. The Defense Authorization Act is now in Conference with the Senate.



The White House is now being asked to express its support for the House version of the Elk Hills
compensation settlement for California and its teachers. Senators Feinstein and Boxer have both
contacted the Senate Conferees in support of the House version.

Options

Call Sen. Carl Levin, ranking minority member of the Senate Armed Services
Committee, to express support for the House version of the Elk Hills settlement.

Call Sen. Frank Lautenberg, ranking minority member of the Senate Budget
Committee, to express support for the House version of the Elk Hills settlement.

Draft a letter of support to both Senators Levin and Lautenberg.

Do nothing pending further discussion.



Adrienne C: E_rbach'-

08/11/98 09:10:06 AM : s !

Record Type~:_ ,Record .

To:  KarenE. Si(eltdn/WHO/EOi’

cc: . See the distributlon list at the bottom of this message
Subject Elk Hills status. -

Here is the Iatest as we know it. Per the agreement with California, the Administration requested
$36 million in the Budget for the FY 1999 payment for CA. The FY 1999 request is the first of
seven years of payments to Callfornia that DOE agreed to request as part of the settlement
‘between California and DOE during the.sale. of Elk Hills. Neither the House nor. the Senate have
‘provided funding for the payment in the appropriations bills. The Administration has included
language urging the appropriators to include funding for this payment in the letters and SAPs
(Statement of Administration Position) that have.been sent. :

Ona different track, the House has included a provision in the Defense Authorization Act to make -
the payments to California mandatory. The Senate has not acted on this provision (however,
during the debate on the sale of Elk Hills in 1996, the Senate specifically rejected using direct
spending for the payments to CA). The Administration has not stated a view on the direct ]
spending provision in this years Defense Authorization bill, but in 1996 the Administ‘ration did
support the use of direct spending for this purpose. If acceptable spending offsets could be

- identified, we would likely support the use of direct spending to fund the payments to CA.
However, we have not been able to identify acceptable offsets

Let me know if there is any additional information that you need. ]

Message Copied To:

SyIV|a M. Mathews/OMB/EOP . T 4
Lawrence J. Stein/WHO/EQOP - ' '
Charles E. Kieffer/OMB/EOP
T J. Glauthier/OMB/EOP
David A. Bernel/OMB/EOP - . .
Jessica L. Gibson/WHO/EOP : : \ ~
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Karen E. Skelton 08/11/98 10:08:26 AM

~ Record Type:  Record o o -

To: Adrienne C. Erbach/OMB/EOP ' .

cc: 'See the distribution list at the bottom of this message
Subject: - Re: Elk H|IIs status [

Thanks for getting back ~Just so I understand there are two tracks neither of Wthh Iook too
promising from your point of view: o,

. 1. FY 99 Budget: we've asked for $36 Million. Neifher Sen nor House support. We'd have to
ask- for $36 m|II|on each year for 7 years. .

2. Defense Authorization Act: requests manadatory payment of the Sgﬁ million over 7 years.
There are no offsets identified, so we are not now supporting inclusion of the House prowsmn in_

" the Senate version of the Act.

Is this the inst-of the situation?

Thanks s
Message Copled To::

Sylvia M. Mathews/OMB/EOP
Lawrence J. Stein/WHO/EOP.
Charles E. Kieffer/fOMB/EQOP

+ T J. Glauthier/OMB/EOP
David A. Bernell/OMB/EOP

Jessica L. Gibson/WHQ/EOP -




Adrienne C. Erbach

08/11/98 10:20:56 AM

.Record Type:. . Record

To: . Karen E. Skelton/WHO/EOP -

cc: See the distribution list at the bottom of this. message/
SUbject Re: Elk Hills status [ . - :

The total payment over seven years is actually $298 million ($36 million for FY 1999 2003 and
$ $59 m||||on for FY 2004- 2005) '

Other than that, your message is correct.

Meésagé' Copied To: -

sylvia m. mathews/omb/eop
lawrence j. stein/who/eop
charles e. kieffer/omb/eop
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March 27, 1998

—

The Hon. Bob Livingston

Chairman

House Committee on Appropnations
2406 RHOB

Washington, DC 20515
Dear an:

We are writing to remind you that the Stare of California should be paid the first
installment of $36 million needed to compensate the State for yiclding its claims to lands within
the Naval Petroleum Reserves at Elk Hills as part of this year’s Interior appropriations bill. Itis

essential that the House Budget and Appropriations Committees aid us in delivering those funds
to the State.

The money exists. $324 million have been set aside for California as part of the $3.65
billion sale of Elk Hills. As the 1996 authorization of sale provided, the funds owed by the
federal government must now be appropriated.

We are sure you recognize that the authorization bill created a process through which the
federal government and State of California were to deal with outstanding California claims to
two valuable sections of land within Elk Hills. Those claims muddied the title to Elk Hills the
government wished to convey.

Our State yielded valuable legal rights as part of this settlement. Those rights are no
longer available to the State. What is clear is that the federal government would have received
lower bids for Elk Hills had the State’s outstanding claims remained to cloud ownershipand
management of the field.

Further, selling Elk Hills has substantially reduced pressures for Interior appropriations.
Last year, over $110 million was spent for operations at Elk Hills. Even after paying the
installments required by the State and federal agreement, the federal government will sull enjoy a
net cut in spending on Navai Pewrnleum Reserves 25 a resuiz o7 tiis sale in 2ach and every year in
which an installment is due to the State under the terms of the agreement.

MONTED Oh RICYOLED PAMIR
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Our people are frustrated by the lack of progress in resolving this issue. It seems 1o our
constituents that an accounting issue is preventing California from receiving the benefits of a
bargain it attained under settlement procedures directed by federal law that included the senting
aside of funds in an escrow account for the express purpose of compensating the State. Your
assurance that the funds will be provided would be welcomed by our constituents and by us.
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HOGAN & HARTSON L.L.P.
COLUMBIA SQUARE BRUSSELS
555 THIRTEENTH STREET, N.W. it
WASHINGTON, DC 20004-1109 MOSCOW
PARIS®
PRAGUE*
WARSAW
Tel.: (202) 637-5600 BALTIMORE, MD
] BETHESDA, MD
Fax: (202) 637-5910 COLORADO SPRINGS, CO
DENVER. CO
LOS ANGELES, CA
IMPORTANT NOTICE MeLEAN, VA
TELECOPY/FACSIMILE COVER LETTER Allioied Oifces
TO: Karen Skelton DATE: 07/23/98
White House Political Affairs Office
FROM: John Stanton P TIME: 7:13 PM
(202/637-5704) T

TOTAL NO. OF PAGES, INCLUDING COVER: ]

The attached information is CONFIDENTIAL and is intended only for the use of the addressee(s) named above. If the reader of this
message is not the intended recipient(s) or the employee or agent responsible for delivering the message to the intended recipient(s),
please note that any dissemination, distribution or copying of this communication is strictly prohibited, Anyone who receives this
communication in error should notify us immediately by telephone and return the original message to us at the above address via the
U.S. Mail.
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HOGAN & HARTSON

LL.P
COLUMBIA SQUARE
555 THIRTEENTH STREET, NW
JO!-{NP:i TSN'l'lAlNTON WASHINGTON, DC 20004-1109
DIRECT DIAL (302) 837-5704 TEL (202) 637-8600
FAX (201) 6875810
MEMORANDUM
July 23, 1998
TO: Karen E. Skelton
' Deputy Assistant to the President )
and Deputy Director for Political Affairg”s
Political Affairs Office e
Executive Office of the President AP
FROM: John S. Stanteon
RE: Funding of $324 Million Settlement Reached Between

Administration and the California Teachers

- On behalf of the 577,000 active and retired teacher members of the
California State Teachers’ Retirement System, I am writing in follow-up to a project
in which we worked very closely with John Emerson and in which Leon Panetta
took a very active interest. We would very much appreciate your office’s help in
implementing a settlement that Messrs. Emerson and Panetta helped the
Administration to reach with the State and its teachers. The matter enjoys the
strong support of the California delegation, with the entire House delegation having
signed a lettor of support, and the Governor and State Attorney General having
written letters of support. Rep. Vic Fazio has taken the lead on the Democratic side
in the House on the issue.

The matter involves compensation to the State of California and its
toachers for the State’s interest in the Elk Hills Naval Patroleum Reserve. The
matter began with the Administration’s proposal to sell off the Elk Hills Reserve —
an oil field operated by the Federal Government — to private industry. Under the
Defense Authorization Act of 1996 directing the sale, 9 percent of the sales proceeds

“were to be held in escrow. and the State and the Administration were directed by
Congress to seek a settlement of the State’s claim.

ERUBERLS LONDON MDACOW PAMIDS PRAGUE WaREAW
BALTIMOBE, MD BETHEADA, MD COLOBADO SPRINGS, CO DENVER, CO MSLEAN, VA
* AfNlatad Office

\\\DC - 58243/14 . 0680476.01
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HOGAN & HARTSON L.L.p

With the assistance of Messrs. Emerson and Panetta, that settlement
was finally reached in advance of the sale, with the State to be paid 9 percent of the
sales proceeds in installments over seven years. Without the cloud of the State’s
claim hanging over the sale, the Elk Hills Reserve was sold for $3.66 billion, far
more than anticipated. The State’s share under the settlement agreement is _
$324 million. California applies these funds to supplement the pensions of the most

_elderly of its teacher retirees whose pensions have been most seriously eroded by
inflation. Not unexpectedly, the Elk Hills compensation issue has very high
Visibility among the 577,000 active and retired teachers in California.

, The President’s Budget for FY 1999 sets aside the $324 million in an
escrow fund for payment to the State and makes a request for an appropriation for
the first $36 million installment due under the settlement. The entire California
House delegation signed a letter to the Chairman of the Appropriations Committee

_seeking fulfillment of this appropriations request. However, because of the

_stringency of the budget spending caps as applied to the Interior appropriations bill,
the escrow fund for compensating California could only be tapped if there were an
offsetting spending cut in some ongoing program. (These stringent budget caps
were put in place under the 1997 budget agreement, a year after the State’s
settlement had been reached.) Accordingly, the appropriation for compensating

_California proved politically unfeasible, despite the best efforts of the California,
delegation.

Faced with this appropriations problem, Rep. Bill Thomas secured
inclugion in the House version of the Defense Authorization Act for FY 1999 of a
Jprovision that struck the appropriations requirement, with the State and its
w&hﬂnz paid out of the escrow fund in installments over seven years
as provided in the settlement.
’___—_/\

The Defense Authorization Act is now in Conference with the Senate.
Governor Wilson and the State Attorney General have sent letfers of support for the
Elk Hills compensation provision to the majority members of the Conference, and
Rep. Thomas has taken the lead in dealing with both House and Senate Conferees
on the majority side. We have been in touch with the California Senators regarding
asgistance with Senate Conferees.

We would very much appreciate it if the White House would consider
; upport for the House Elk Hills compensation,
provision to Sen. Carl Levin, the ranking minority member of the Senate Armed
Services Committee, and request that he accept the House provision in Conference.
This would help the Administration’s settlement with California to come to fruition
for the State’s 577,000 active and retired teachers.

We appreciate your consideration of this request.

“\\DC - 5A243/14 - 0680047G.01
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July 14, 1998

" The Honorable Strom Thurmond
Chajrman
Committee on Armed Services
United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

As the Defense Authorization conference committee begins deliberations, I urge
your support for the provision in the House-passed bill that would fulfill the federal
government’s obligations to the State of California stemming from the sale of the Elk
Hills Petroleum Reserve.

The federal legislation authorizing the sale of the Elk Hills Reserve acknowledged
the State of California’s longstanding claizus to reveoues from certain lands within the
Reserve. The legislation set aside a portion of the proceeds from the sale to settle state

' claims and directed the Secretary of Energy to negotiate a settlement with the state.

: A settlement agreement was reached and the federal government made a
commitment to pay the state $324 million over seven years. The first installment of $36
million is due in federal fiscal year 1999. Any delay in the payment of these funds would
be a breach of trust. The sale of the Elk Hills Reserve will bring $3.65 billion into the
federal treasury. The State of California has abided by the agreement and not interfered,
in any way, with the sale_ It is time for the federal government to begin fulfilling its
commitment. _

I urge the conference committee to include in the final Defense Authorization Act
the House-passed language providing paymuents due the State of California in accordance
with the settlement agreement.

Sincercly,

PR oy AN

STATE CAPITOL « SACRAMENTUO, CALIFORNIA 95814 - (916) 445-2841

ass InvA e:Ql "WQud 11§51 B6-ce-1nr
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when they voted not to bring it to the
floor, but they admitted their mistake
and paw to {t that it could be voted on.
It takes a big man to admit he made a
mistake,

The CHAIRMAN, The qucstion ia on
the amendment offered by the gen-
tleman {rom Migsissippt (Mr. TAYLOR).

The amendment was agreed to.

The CHAIRMAN. It 18 now in order to
consider the amendment of Che gen-
tleman from California (Mr. THOMAB)
considered as amendment number 41
ppinted in part D of House Roport 105

1,

AMENDMENT NO, 41 OFFERED BY MR. THOMAS

Mr. THOMAS, Mr. Chairman, I offer
an amendment.

The CHAIRMAN. The Clerk will des-
ignate the amendment,

The text of the amendrnent {8 as fol-
lows:

Part D ameodment No. 41 made (3 order by
an order of tha Houss of May 21, 1888. offersd
by Mr. THOMAS!

At the end of title XXXIV (page 373, afer
line 2, ipeart che following new section:

SEC. 3406 TREATMENT OF STATE OF CALIFORNIA
CLAIM RBGANDING NAVAL PETRD-
LEUNM RESERVE NUMEERED 1.

Section 31k b) of the National Defanse Au-
thorization Act for Fiscal Year 1888 (Public
Law 10¢-106; 10 U.8.C. 7420 note) 18 amended
by striking out the [irst gentance and iosert-
ing in lleu thereof the following: ‘‘Amounts
{n the countingear fund shall be available for
payiog a claim desoribed in subsectiod (a) in
accordance with the termsa of, and the pay-
ment sohedule concainad in. ths Ssttlament
Agreoment eatared 1nto hetwesn the State of
California and the Department of Eaergy.
dpted Dotober 11. 198E, and supplemented ob
Dscemnber 10, 1897, The Secretary skall mod-
ify the Settlement Agreement to negate the
requiramenta of the Bevtlement Agreement
with respect to the request for and appro-
priation of funas.”.

The CHAIRMAN. Pursuant to Housc
Resolution 441, the gentleman [rom
California (Mr. THOMAS) and a Member
opposed each will control 5 minutes.

The Chair recognizes the gentleman
from California (Mr. THOMAS).

Mr. THOMAS. Mr. Chairman, I yield
mysel{ such time as I may consurne,

Mr. Chairman. I certainly do want to
thank the chairman of the Committee
on National Security and the ranking
member, respectively the gentlemdn
from South Carolina (Mr. SPENCE) and
the gentlernan from Missour! (Mr.
BKELTON), first of all for their courtesy
in allowing me to discuss the amend-
ment at this time. Actually, I have to
go back. The original genesie of this
amendment {8 once again thanking
them: only at that time they were
xnown as the Armed Services Commit-
tee and che subcommittee that consista
of the gemtleman f{rom Virginia (Mr.
BATEMAN) end the gentlemnan from Vir-
ginia (Mr. SISIEXY).

It involved the sale of the naval pe-
troloum reserve known as Elk Hille, In
1974 President Ford ordered oil pro-
duced at this naval petroleum reserve
at its maximum efficient rate. For
more than two decades, oil was pro-
duced commercially, but it was a gov-
ernment-held property. We always

From:HOGAN & HARTSON ¥ 108

wanted to try to sel) it {f it was going
to be used to simply produce oll to sell.
But as [ was wont to aay at ane time,
you carn shear a sheep every Vear, and
you can slaughter 1t only once.

It was producing more than §! billion
. year of revenue for more than a dec-
ade. But the gentleman from Virginla
put togetner a sale and bidding proce-
dure which not only succeeded in
reaching the CBO's estimate of a 8.6
billien sale, but, in fact, sold for $3.85
biliton. -

Dne of the reasons wa think it dald at
that price was that a lien on land held
by State teachers, givea to the teach-
ers during the land grant college pe-
riod, and the tracta of land being incor-
porated in the Elk Hills area, they
never received a penny ofI the land. It
was a Federa! Regerve. But when it was
going to be released for sale, they cer-
talnly were going to clalm a revenue
stream (rom that land.

The solution put in the legislation in
the then Armed Services bill was to
take 9 percent of the sales price, what-
ever it was, and provide it to the State
Tenchers Retirement Fund. It was put
{in language that said pureuant to a&on
appropriation.

Elk Hills has been sold, $3.65 billion.
Almost 3328 million {8 held in reserve
to be doled out over the years, In the
wisdom of a number of peoble around
hers, we came to the conclusion of why
pot jusar give it to them. The money i8
sitting thore, Thore la no reason to
dole it our. Certainly $1 billion more
than was planned would cover the cost
of moving theue dollars.

So I am indedtsed, once again, Lo the
now Committee on National Security
for their willingness to accommodate
the ability to pay the State teachers
once out of a fund that is now reserved.
That i the sum and substance of the
amendment.

Mr. Chairman, I reserve the dalance
of my time.

Mr. SKELTON. Mr. Chairman. as
there is no Member to cleim the time
in opposition, ] ask unanimous conegent
to claim the time. :

The CHATRMAN. 1s there objestion
to the requeat of the gentleman from
Missour{?

There was no objection.

Mr. SKELTON. Mr. Chairman. I here-
by yield back the balance of my time.

Mr. THOMAS. Mr, Chairman, after
having once again thenked the Com-
mittee on Natlemal Security, I vield
back the balance of my time.

The CHAIRMAN. The queation is on
the amendment offered by the pgen-
tleman from California (Mr. THOMAS).

The amendment was agreed to.

AMENDMENT D-10 OFFERED BY MR. OILMAN.

The CHAIRMAN, The pending buai-
neas is the demand for a recorded vote
on the amendment offered by the gen-
tlemen from New York (Mr. GILMAN)
on which further proceedings were
postponed and on which the ayes pre-
viailed by volce vote.

The Clerk will
amsngrment,

redesignacte the
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May 21 1998

The Cletk redesignated the amend-

RECORDED VOTE

The CHAIRMAN. A recorded vote has
been demanded.

A recorded vote waa ordered.

The vote was taken by electronic de-
vice, and there were—ayes 405, noes 9.
not voting 18, as follows:

Almrcromble
Ackarmabp
aderholt
Allan
Androvs
AJaner
Armey
Bachuy
Raseiar
Bakar
Balaacci
Ballenger
Barala
Bary
Barrett (NE)
Basvuts (W1
Bartlaty
Barton
Dass
Becarrs
Bantaen
Bereuler
Bermah
Barry
BibAYy
Hilskis
Blehop
Blagojsvich
Bliley
Blunt
Boshlety,
Boahber
Doailla
Bonior
Bopa
Borski
Boewell
Bouchet
Boyd
Brady (PA)
Brady (TX)
Brown (FL)
Brown (OH)
Bryant
Bugaisg
Burr
Burton
Buyer
Callahan
Calvert
Camp
Campheil
Canady
Cannon
Capps
Cargin
carson
Castlo
Chabot
Chambliiea
Cnepowwth
Christennsan
Clay
Clayton
Clament
Clyburn
Coble
Coburn
Collwne
Caombast
Condit
Conyera
Cook
Cooksay
Coawello
Cox
Oramer
Crane
Crapo
Cubin
cammings
Cunningham
Danner
Dawvis (FL)

[Rol} No. 181]
AYES—406

Davis (IL)
Davis IVA)
Deal
DeFazio
DeOorie
Palahunt
Delawmo
Dalay
Daulach
Diaz-Balut
Dlaksy
Dicks
Pingall
Doggett
Daolittle
Doxle
Dreter
Duncad
Dunn
E4waras
Ehlars
Enrlich
Emerson
Engel
English
Ensign
Eshoo
ELharidge
Evans
Everotl
Ewing
Fut
Fastab
Fawell
Filaer
Forbes
Ford
Fossolla
Fowler
Fox
Franks (N
Frelinghuyson
Froat
Furse
Galiagly
Ganske
QGe)danson
Gekas
Qapharat
Gibbons
Gilchrest
Oiltmor
Gilman
Gaode
Qocdlatie
Ooadling
Qorden
Gaas
Graham
aranger
Gresn
Greenwood
Qutisrrez
Outkoecht
Hall (OH)
Hall (T%)
Hamijwn
Hansen
Hastert
Hastings (FL)
Hastingy (WA)
Rayworth
Heflny
Refner
Herger
Rill
Uiltuary
Hilltasd
Hinchey
Hinojosa
Hobson
Hoeketra
Hulden
Koelay

Horn
Hoswettjer
Haughton
Hoyer
Hulshof
Hunter
Hutchinaon
Hyde
Inghs
1stook
Jagkeon (1L
Jackson-Lan
(e 3]
Jefferson
Jenkine
Joho
Johnsap (CT)
Jonnson (W1)
Jonnwon. E. B
Jones
Kanjorsk!
Kaptur
Kaatich
Kelly
Kennedy (tMA)
Kengedy (R
Kemnelly
Kitdee
Kilpatrick
Kim

Kind (WD
Xing (NY)
Kingswon
Klcczka
Klink

Xi
Kn“:ﬂ\anh:w
Kolbe
Kuglinich
laFalce
LaHood
Lampon
Lantos
Largent
Latham
LaTourette
Lazio

laeach

Lee

Lavin

Lewis (CA)
Lawis (GA)
Lawis {KY)
Linder
Lipineki
Livingston
LoBiopdo
Lofgrea
Lowsy
Lucaa
Luther
Maloney (CT)
Maloney (NY?
manton
Maneullo
Markey
Marrinez
Maacark
Matsul
McCarthy (MO!
McCarthy (NY)
MeCollum
McCrery
McDepmott
McGovern
McHale
MeHueh
meinnis
Mclintosh
McKeen
mreKinney
MeNIity
Meehan
Meek (FL

S




T-112 P.08/17  Jch-TED

JUL-23-38 19:58  From:HOGAN & HARTSON SW 108 i

State of Qaliformix
®ffice of the Attoricey General

Ouniel E. Lum
hﬁuw

July 13, 1998

to ask for your assistance in fuifilling the federal government'

i the terns of the Stare of W'lmw'h;tb
Umﬂhﬁlhpmdhvvﬁmbﬂ:”nhlmwmhm
Hills Naval Petroicum Reserve. Copies of that Settiemant Agresmen: (axecuted on
2:1:::11. 1996) mxd the supplemant to the agresment (execited on December 10, 1997)

The Settlement Agreement provides to the
mmmqonuundn(l.muu)m mmmm“wmh ?:tl:
State whan it mgerwd the Union. By excoating te Souiemen Agreement, the State coabled
tbﬂnﬂpm_m_aﬂﬂklﬂﬂ:hﬂ.ﬁibmh. Specifically, the Settiemers
mhmdmpmmmbymum%duﬂm&,by
m;ymlm::thM“Wmm

. Iﬂ‘ﬂlﬂiﬂdl'[ ellk!hlhqg‘ﬂhe sals R Glﬂﬂilllﬁt
of Californis Is o be compengatr for its kends. °f Flk Fill. Tn + o S

The basis of the Smtc’s rigit w ¢ Kk Hills school lands is rooeed in besic notions of
fedoralism. mmmm_muUMMIM.mﬂm'-mN:
sections of public land in each tenship for the support of it public schools. The gram of
m:?uw;s%ofimnhmn“nu-'dmm! Amdrus v. Utah

1300 | Swest - Sulwe 1740 « Sacrements, Calfornia 86814
Ram Ame oo Bt :LI %I—Et—mf

to/28°d
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Honarsble James M. Inhofo
Pago 2
July 13, 1998

hnh:DufmuAﬁhminﬁmAdofl”ﬁ.cmyuqdﬂeﬂnmrmmolving
Caﬁfnmh’nclaimhynuving%oftbenunhwwmmSmﬁuiumk
Hills achool lands and by directing the Secretary to offer to sottle the Stite’s claims. Following
protracted negotisbons with my office over the course of nearly & year, the Secretary ultimately
reached a Settlement Agreement with the State which was approved by Governor Pete Wilson.
ThsSeﬂmmAgmtis&hhhﬁdd-.mbﬁnghfdmlmmtmmuimiuthe
lalesmuuutsfnrthebm:ﬁtofmu:plyubylmvingthemoftbzsmﬂclaimsin
sdvance of the aale; in additon, the Settlement Agreement precludes the State from interfering
withthuale,mdptuparlycompmmthemaletbrimdnhnwmymndbitnthetimzof
its admisxion to the Union. Under the terms of the Settiement Agresment, the feders)
WM@MWofM.kobﬁm_mmmmmWa
a soven-ywar paried. Duc t the lack of interes peyments over the seven-year term, the
installments have a oot present value of 6.4% of sale proceeds.

mMofwiﬁminhnhptiupnnofthmhymwingdeoudomea
cldmwﬁdxmﬂdhfduﬂmbnﬂﬂkﬂiﬂ-h‘lﬁswﬁm.mmy
more than had been enticipated. nhmﬁmfvrthnfﬁnﬂpvmtmkqibpmoﬂhe
bargain by compensating the State for its interest in the Lands. The funds necesaary to
mmpmmmuvewynmummmmmmmmmm
cacrow for the exprassed puwpose of compensating the State. We ask that the Senats, in the
%Mmmmhnmwmmwhﬂmmmnm
pmﬁdufmpaymmtmthesma.inamdnuwiﬁmmmmmth
Sdﬂm:mw:ofmﬁmﬁmuummnnhmthﬁnm

Thank you far your cousiderstion of these concerns.

B1:LF BEST-EI-TU
£R/t8°d
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BUDGET OF THE UNITED STATES GOVERNMENT

Fiscal Year 1999
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ENERRY PROGRAMS— onlinued
378 fodwal rm—',mm:u

Hnm

THE BUDGET FOR FISCAL YEAR 1999

General and special funds—Cantinued
CLEAN CoAL TECHNOLOQY=—Continued
[(RESCISSION)] {DEFERRAL)=—LContinued

Personnel Summary

\ganlajion code 89-0235-0—-1-171 1997 actusl 1998 est. 1999 ast.
1001 Tolal compensable wourkyears. Ffull-time equivalent
employment ... ... e e s 10 o 87

e —

ALTERNATIVE FUELS PRODUCTION
(INCLUDING TRANSFER OF FUNDS)

Moneys recsived as investment income on the principal amount
in the Great Plains Praject Trust at the Norwest Bank of North
Dakota, in such gums as are earned as of October 1, [1997,) 1998
shall be daposited in thia account and immediately transferred o
the general fund of the Treasury. Moneya recaived as revenue sharing
from operation of the Great Plains Gasification Plant shall be imme-
diately transferred to the general fund of the Treasury. (Department
of the Interior and Relared Agencies Appropriasiona Act, 1988.)

Program ana Financiog (in millions of dollars)

ership of the Great Plains plant by foreclosure, which was
completed on July 14, 1986, and continued operation of the
plant without the expenditure of appropriated funds. On Octo-
ber 31, 1968, the Department completed the process of estab-
lishing an asset purchase agreement for the Great Plains
Casification Plant by cettlement with Basin Eleetric Power
Cooperative Association. Responsibilities for other related
agreements—Trust Agreement, Gas Transportation Agree-
ment, Gas Purchase Agreement—were also settled. Under the
tarms of the asset purchase agreement a check for $85 million
was provided to the Goverrunent as an initial payment. These
agreements are currently the subject of litigation between
the Department, Dakota Gasification Company and the four
pipeline companies which purchase the synthetic gas from
the plant. Future revenue sharing payments to the Depart-
ment are dependent upon the outcome of this litigation as
well as natural gaa prices.

The parties to litigation negotiated settlement agreements
in principle in December 1993. Settlement agreements dated
February 18. 1984, have been signed. These settlement agree-
ments resolve all past disputes as well as restructure the
Gas Purchase Agreements pricing provisions. The settlement
agreements are contingent upon final Federal Energy Regu.-
latory Commiasion (FERC) approval. '

One of the four pipeline compenies, which purchases 20
percent of the plant’s output of synthetic natural gas received
Federal Energy Regulatory Commission final approval in De-
cember 1994 for its settlement agreement, On December 18,
1998 initia}l FERC approval was granted for the remaining

three pipeline companies in FERC Opinion 410. \/
Evk HiLLS ScHooL Lanvs FUND
For necessary expenses in fulfilling the first inastallment paymant
undar the Setilemant Agreemens entered into by the United States
and the State of California on October 18, 1996, as quthorized by
section 3418 of Public Law 104-106, $36.000,000 for payment ta the

Staze of Colifornia for the Staze Teachers’ Retirement Fund from the
Elh Hills School Land Fund.

Unsvailatle Collections (in millians of dotlars)

Jdentihication ende B9-5]80-0-2-271 1997 actudl 1998 e, 1999 ed,
Sudgmary rviqurcss Fvslakie far abligrtsn:
2140 Unobligated balence available. stat ot et
URIAVESION oo o 1o e e e 5 k] 3
2200 New budget Aulhoaty (§ro38) o e . <3
2390  Tota budgetary resources availabls for obligatien ? 1 3
440 Unabligated  belamcy  available, end of year
Row budgm mzharity (greml detmk
Currnt:
4036  Unabligated Dalanca mntindid ....covuvcerrsmnecnencns B
Permanent:
Spanding authorily from ottuatting collections:
68.00 OHsetting collections {Cash) .....ovemnmninsene 1 2 |
68.27 Caputal transher ™ gensral fund .. oo -1 -1 =]
68.90 Spending authonly from otfsatting collections
70.60 Total new budget autherty (gss) ..cvmnie 1 e
Changs 9 unpaie abligetess:
7240 Unpaid obligatiens. stan of year: Ouligared balance:
UNIAVBSIES oot cstisrrbsspesercome e 10 10 U]
74.40 Unpaid obligations, end of year: Obligated bdalamce:
UNIVESEE oo ceeeeeacssesstsssore s sernssmans s 10 10 0
Ofte
Against gross dudgel authurity and gutlays:
38.40 Offsening collections (cash) from: Interest from
principal  the Great Plains Praject Trust ... =| -2 -1

N Dy suchorivy uad outioye .
89.00 Budget authanty R . -4 -2 -1
90.00 Ouliays oo o -2 -l

This program was established in 1980 for the purpose of
expediting the development and preduction of altermative
fuels.

When the Synthetic Fuels Corporation was declared to be
operational in 1982, the uncommitted and unobligated funds
remaining in the program were transferred to the Energy
Security Reserve for use by the Synthetic Fuels Corporation,
with the exception of the loan guaranotes for the Great Plains
Gasiflcation Project. which remained under the jurisdiction
of the Department of Energy. The Department exercised its
authority to borrow from the Treasury to repay the Federal
Finaneing Bank upon default of the borrower in 1985. This
loan was repaid, along with accrued intersst, by a Supple-
mental appropriation in 1986. The Department acquired own-

itentification cxde 89-5428-0-2-271 1997 actusl 1498 aat 1900 wel.

" Balarce, start of year:

01.90 Gaiance alaf of YBOF ... L e e 324
Reczipty:

02,01 €1k Hills schonl 1ands TUnd .o i e M

04.00 Total: Balarcss and collections 124 32
Aopropriation:

D501  EIN Mille school 100EE TUd .......coooociiminmeenns e -36
07.99 Total halance, end of year ... 324 288
Program ana Financing (in millions of dollars)

\santifreanen code 89-6426-0-3-271 1947 actual 1998 ot 1999 .

Ontipsriens by pregram actvky:
00,01 Dinect program . . . o 1
10.00 Tutal abligatioms (oBeY chass 410} s kL

Susprury retswoes svailabis (ar obiigetien _
9200 Now UGG BWENONTY [GIUSD oo o o oo 16

Z3.95 MW OBHGAUONE oocovovvuienrecceme s J6
Now hadart acharity (grea), detib

4020 Apprepriation (spetial fund. defRItA) oo s 8

~ Change in uapxid obigtions:

TTI0 NeW 0DNGRIOAS oo - s o i s b 16

7320 Totah QUUBYS (RIBSS] «oovor oottty o e e =36
vt (pws), datalk "

$5.90 Ouliays fom new cumem authanly ... oo o oo !
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LNEREY PROGRANS— ori~uig
faderyl Fumiy—lanic g 379

Hat budget avtharity and umlm.
g9.uD Budget apthority . .. . 3

9000 OWIAYS .o oo e . oo ) 36

Title XXXIV, Subtitle B of Public Law 104-106 requires
the Department to #ell government's intarest in Naval Petro-
leum Reserve No. 1 (Elk Hills) pursuant to the terms of
the Act. The sale is scheduled to occur in February 1998,
following a statutorily-required 31-day congressional review

riod.
peSectton 3415 of the Act requires, among other things, thac
the Department make an offer of settlement hased on the
fale value of the State of Californis’s longstanding claima
to two parrels of land (“school lands”) within the Reserve.
Under the Act, ag is provided for in appropriation acta, nine
percent of the net proceeds iz to be reserved in contingent
fund in the Treadgury for payment to the State. In compliance
with the Act and in order to remove any cloud over title
which could diminish the sales value of the Reserve, the De-
partment entered into a Settlement Agreemant with the State
on October 18, 1986. That Agreement calls for payment to
the State, subject to appropriations, of nine percent of the
net proceeds of sale, payable over a seven-year period (with-
out interest), commencing in Fiscal Year 1989. Under the
Settlement Agreement and provided that funds are appro-
priated, the first five inatallments are for $36,000,000 each
year, and the remaining balance i3 to be paid in two equal
installments in years six and seven, FY 2004 and FY 2006.

PAYMENTS TO STATES UNDER FEDERAL POWER ACT
Unavalishie Collectioss (in millions of doilars)

ianticatinn e §9-5105-0-2~808 1997 wtum 198wt 17V e

Balence. start of war.
01.99 Balamca, ST OF VOB ..o . i e e
Recwipty:
0201 Liznsss under Federa) Powar ACt tmm public lamdy
ind national fomsty, oswment to Stams (37 VU

PRVEMIG oo e e 3 ] 3
Appropnatian:
0501 Payments in Stade under Fadaral Power et ... | -3 2

07.99 Total baisrce. erdl of war ...

Program and Fimancing (in millios of doilany)

Identiheation cady 89=S5105-0=2-K06 1997wl (e i
Obligmians by wwapram activlly
10.00 Tetal obligatiens (object cinss 41.0) ...ecimnricins 3 3 3

Nudgetey ressercas sveilshie for ahiigutinn:
21.40  Unobligand  Dalance Jnllabh stat  of por
Unimvested ..
22.00 MNow budgat auﬂ\mn lmul

It Gl
[~
- -

2190  Total budgeary resources availabie for obiigation [ 6 §
2395 MNew obligations 3 -3 -3
2440 Ungbligated Dalance mnla&. m‘ d e
Uninverstel ... s ] 3 )
Now budyet setharily (gruml dotalk
§0.25 Appropriation (speeisl funtd, indetini®) ... 3 k| 1
Crangs in cesais shilgatiom:
7210  New obligations 3 k] k]
73.20 Totsl outiuys {gross) =3 -3 -3
Quttoys (prest). dotalh
86.97 Outiays from new permanent autharity ... 3 3 b}
Nt naige awhertty w scttovn
89.00 Gudget authority ... k] 3 k]
9000 Outlays oo 3 k] k]

The Btates are paid 37.5 percent of the receipts from li-
censes for occupancy and use of national forests and public
lands within their boundaries issued by the Federal Enorgy
Regulatory Commisaion (16 U.S.C, 810).

NUCLEAR WasTE DisposaL FUND

For nuclear waste disposal activities to carry out the purpcses
of Public Law 97—425, as amended, including the acquisition of real
property or facility construction or expansion, [$160,000,000)
$180,000,000, to remain available until expended, to be denived from
the Nuclear Waste Fund; of which [$4,000,000 shall be available
o the Nuclear Regulatory Commiasion to lcense a multi-purpose
caniatar design; and of which not to exceed $5,000,000] net te exceed
$4.875.000 may be provided to the State of Nevada solely 1o oonduat
scientific oversight responsibilities purauant to the Nuclear Waste Pol.
icy Act of 1982, and of which not to exceed $5,560,000 may be pro-
vided to affected local governments, as defined in Public Law 97—
426, W conduct appropriate activities pursuant o the Ast: Provided.
That the distribution of the funds [) as determined by the units
of local government shall be approued by the Department of Energy:
Provided further, That the funds shall be made available to the State
and units of local govarnmaent by direct payment: Provided furthwr,
That within ninety days of the completion of each Federal fiscal
year, The State and each local entity shall provide certification o
the Dopartment of Energy. that all funds expended [om such pay-
ments have besn expended for activities as defined in Public Law
97-425. Failure ts provide such certification shall caume such entity
w be prohibited from any further funding provided for similar activi-
ties: Provided further. That none of the funds herein eppropnia
may be: (1) used direstly ar indirestly to influence legislative acnon
on any matwr pending hefore Congress or a State legislature or
for lobbying activity as provided in 18 U.S.C. 1913; (2) used for
llugation espenass; or (3) usad 1o gupport muitistate efforts or other
coalition building activities inconsistent with the restrictiona con-
tained in this Actl: Provided Asrther. That none of the funds provided
hereln shall be distributad to the State of Nevadas by direct payment,
grant, or other means, for financial assistance under sectien 116
of the Nuclear Waste Policy Art of 1982, as amended: Provided fur
ther, That the foregoing proviso shall not apply to payments in liev
of taxes under sertion 116(eX3XA) of the Nuclear Waste Policy Ac
of 1982, as amended). (Energy and Watsr Development Appropriazion:
Act, 1998.)

Unavailahle Callsctions (in millions of doliars)

gy e 895227 -0n-2-271 19 xlud 198 L 1399 st
Salarcs. st of mar:

0199 Balanca. 36t of WRAP ... 5201 5.072 6.9%
Receiphs:

0201 Receipts frm mxinar m slecuic ulilities . 596 602 82!

02.00 Mot samings an imestmans . [ o 50 507

02.99 Tolal MEBPE .. ...coocovnerviim e e 1.087 1.052 1.132

04.00 Yotel: Balvrcas and collectioms ... 6268 JAvL 3.082
Appropriatiar:

0501 Nchear Waste Fung .. ~182 -1% -19%0

05.02 Nuclear Reguistry Commision - -t -18 -19

05.08  Nouclwar Wasty Technical Review Ina -3 -3 -3

05.99 Subtotsi appxprisbion -19% -4 =12

07.99 Towal balsnes, enll f YOBP .....occovvincmenmas i 8072 6.950 1470

Program and Fimancing (in milllons of doilars)

antdicabon o 89-5227-0-2-271 1997 wtuel 1998480 1999 o2
Ohiiganionn by pragrom swtsbn

10.00 Tatal obligatioms 119 178 180
Sndgutry rvsamrce souilable for

2141 Unodhgated balance svasble st of war: US. e

Secuntien Par value . - 19 [ < Bt

200 New budget authanty (lvw 182 158 196

23190 Tuat budgetany rvsuremy available foy ouumm 20! 173 150

23.95  New obligations ... -1719 -178 -150
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"' Energy Department Resolves _
' Long-Time California Lands Dispute;
 Action Will Increase Teacher Pension Funds

. TheUS. Department of Foergy (DOE) tbdayayea'rltoimdanduofalom-smndina
e berwen the State of California and the federal govomment over Gz “school lands®
withip the Blk Hills Naval Petroleumn Rescive near Bakersfidd. The agresment could yield up to
'$200 million to ‘the California Stte Teachers' Ratirament System, money which can be usad for
1T wgye gre dalighted to. finally be shie to resolve this ceanry-old dispute,” said Energy
.Secretary Hazel R O'Leary. "This sertlement deliv s.on a commitment we made to Califorma
- reacherd when we proposed legislation 1o sell the Elk Eolls ol field. Asa rasult California
seachers can be canfideut that the agreement will strengthen their retirement system.”
The Energy Departmert in 1995 mcsdlssiﬂaﬁ"ndﬁhsfurthénl'eof Elk Hills

. Naval Peroleum Rescrve,'-mvgﬁa'qg.ﬂk_!ﬁﬂs.- which is scheduled to0 be sold in 1998, is a big
step towand taking the federal government o of the business of produding oil and ruturat gas.

. The Elk Hills salcs process was 3¢t o motion in Februasy when the President signad the
Dafense Awghorization Act of 1996, which also includes a provision that provided for seqtling the
dxwmt over school fands. That provision piovided an avenuc for the state 1o addrese ws

. claimns by actting afide 2 percemuage (9 percent) of the net proceeds from the Elk Hills saleto ' | -
benefit the State Ia?cha's'. Retirement System. (Using Congressional Budget Office cstimated

. of 3$1.5 billion sales price for Elk Hills, about 5135 million — 9 pereent of the net proceeds .
o from the sale — could bc_-nﬂﬂalrlal'e for retired public achool teachers in Califo';nim) -

- MORE -
1-96-039

L. (LS. Dogriesns of Eawry = *® Dffom of the Pram Secwiary’ @ Carhingsm C ST B



JUL-23-88 20:02 From:HOGAN & HARTSON 9W 109

[RRRARRARRRRRRRRN T-112 PITNT

~
v

k=780
[~ 1Y

B MU T

10/10/98  11:48 _fX202 3308 ¥sO( . .. .-

c ...2.-

,m&mmn»&mwmmmmsmtﬁwq@ -
tallen (wfi:houtj;naa.t)hjuﬁ!sianQtnd.mﬁginznm_ If the amownt exceads .
Slw-ﬁﬂﬁnﬂe'bmmsmonﬂlimwdu[dhepdﬁnmequa_lmnlnmmgin:!wym -
2004 snd 2005. Ths DOE's obfigation ™ pay is comtingeat on sale, ths obligation 1o p8y '
' mw.am&mmmmﬁmangu. 'DOE is cblited 10 ask the
Ifthesntlemcutmmllmﬂﬂ are appropuated aad disbursed, the Stz of California will . .
'xe}duanﬂkmﬁuhédhn&chh\s;ﬁmmﬂUdudSﬂtiudﬁcpuﬂdek |
m-IfCangusdqandtﬁ_ndth:.s:tdnm;-nrﬁmds-onlyputofﬂ:e"ﬁﬂ:_ﬁmh@:ﬁe- .
'Wﬁm@e{mwmmw“wym&rw Herdever, whether or -
. nmmﬁudstbmmemqumPrdﬂﬁméﬂeﬁhm-Mmmjoh
mmmhwemm'qu:d&hm@;m,@mtmpmmwsm=1au). -

i WWS'@.WW@S&I@'W@“@,&:'
- Califorma Lands Commigtion and the U.S. Department of Roscgy purticiparad in negoriations,
mwmim.hipdonbMdfMSmtmw System and the
_Statee Lane Commsmhaﬁnenusun w_themr'for.ﬁnﬂapprpvﬂ;_ . ' :

o Th:mqufde'ﬂ\cCuFﬁmmStumem-wqmdup“dthan
apteress in the rinera)-rich Elk Efills land begims with starebood in 1853.. To encourge g
Califarnia to join the Uhion, the United Ststcs agresd that a portion of the Fedexal lands in the
' m:éMd'&M'ﬁMtﬂnﬁqnihthe,m : o
A:‘thqﬁmndmmﬁldhawmwpmnmufmwwmdmbemduddh -
ihemﬂineﬂuédrmdam-mstqidefdr_dmdnutgmﬁnmuﬁqnwould' '
almbeihhwﬁ;ditsﬂd:t.wmdthewdd— The resarve is o longer nasded by the Navy &5
3 focl resegve mdhsb@mmcul production fince Cangress authorized its developmsnt
i::lg‘ls-(thhqquqn';'y‘smmdmﬁammwmuSmgjcrmmw) '

. - DOE -
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