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F ISC AL NOTE u>! -■1

Revision Date:

REQUEST 
Bill/ Restmrt ion Nor

FISCAL DETAIL
Agency Affected: Department of Law

Title: Act amen d i n g  the Alaska Program Category Affected:

S e c u rities Act." G e n e r a l  Government
Sponsor: Sen. Rules/bv r e a . of Gcv. BRU, Program or Subprogram^ ) Affected: 
Requestor; G o v e rnor's Office - ONB Lenal Services Operations__________________

Date of Request:_________________  ______________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 85 FY 87 FY 88 FY 89

OPERATING 1
100 PERSONAL SERVICES 1
200 TRAVEL 8.0 8.5 9.0 9.5 10.1

300 CONTRACTUAL 39.2 41.6 44.0 46.6 49.4
^00 SUPPLIES

500 EQUIPMENT 1
600 LAND & STRUCTURES 1 1
700 CHANTS, CLAIMS 1 1
300 MISCELLANEOUS 1 1 1
TOTAL OPERATING -0- 47.2 50.1 53.0 56.1 59.5

1 CAPITAL | |  I I I

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND -0- 47.2 I 50. 1 53.0 | 56.1 1 59.5
FEDERAL FUNDS 1 1 1
OTHER 1 1 1
TOTAL 1 1 1

POSITIONS:
FULL-TIME 1o11o1 1 0 1 1 0 1 1 - 0 - | - 0 -

PART-TIME 1
TEMPORARY 1 ! 1 1

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Not s p e c i f i e d  b y  sponsor.

ANALYSIS: Attach, a /Separate^page for analysis

Prepared By

Attach, a ,separate}pa'

; Richard I. Pegue?) Director

D i v i s i o n :_____ Admi n istrafivrn Services__________

A  A L  . ( - L
Approved by Commissioner: NorrJnn n. Gorsnch 
Agency: D e n a r tmont o f L a w  _______________________

Phone: 465-3672

Date: 1-24-84

Date: 1-24-84

Distribution (by Agency preparing fiscal note): 

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget ^ ^
Impacted Aqency(ies) ^

H — B— —

19 /i /a?



F i s c a l  N o t e
A n a l y s i s

J a n u a r y  2 4 ,  1 9 8 4

This bill amends the state's existing securities laws to 
strengthen the state's law enforcement jurisdiction over 
securities offerings made in other states, where the underlying 
"value" of the security is a (non-competitive) oil, gas or 
mineral lease on Alaska land. Sales of speculative investments 
in such leases are already regulated "security" transactions, but 
Alaska's current law does not allow the state to require 
registration, or to take enforcement action against sellers who 
set up offices outside Alaska but who market Alaskan leases as 
securities, usually only to non-Alaskans.

These sales are often fraught with misrepresentations about 
the value of the Alaskan oil or gas lease, or the true cost of 
exploring and developing production on the lease land. Investors 
in other states pay up to $1,000 an acre for state and federal 
lease lands available over-the-counter in Alaska for $1.00 an 
acre, in hopes of striking it rich, in line with the promoters' 
glowing promises.

These sales, and the subsequent losses of $6,000, $10,000, 
even $20,000 to each of thousands of out-of-state investors, are 
very damaging to Alaska's commercial and investment image. 
Moreover, the subdividing into smaller parcels of these 640 acre 
leases may well defeat the underlying purpose of the state and 
federal exploratory (non-competitive) leasing program.

Enactment of this bill will require the attorney general to 
provide additional legal support for research, advice and 
enforcement action in the courts, as requested by the Division; 
of Banking and Se srities. As most of the offending companies 
are located outside Alaska, lawsuits to obtain injunctions 
against them will require substantial out-of-state travel funds 
to take depositions and interview witnesses, as well as funds to 
conduct those depositions and interviews.

It is expected that, at a minimum, five trips outside Alaska 
will be necessary to enforce registration of sales A.laskan oil, 
gas or mineral leases outside Alaska. It will also be necessary 
to hire court reporters in order to take depositions and to hire 
outside counsel to file actions in jurisdictions outside the 
state.

O u t - o f - s t a t e  T r a v e l
5 trips X $8"0U air fare = $4,000

5 X 10 days X $80 per day = $4 ,000

Total travel 8 per diem = $8,000



Contractual
Court reporter services

6 h r s . X $S0 X AO days = $19,200

Outside counsel A occurrences
X $5,000 $20 ,000

Total $39,200

TOTAL COSTS . • $A 7,200

Costs beyond FY 8A include a 6Z annual inflation factor
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STATE OF ALASKA 1984 LEG ISLATIVE SESSION
FISCAL NOTE

Revision Date: January 18, 1984

REQUEST FISCAL DETAIL
"Agency Affected: Cor.r.ierre and Economic DevelopmentBill/R-r^crhrtrron--No.: S/g ,P"-3 ^  ..3— j ...     - _____

Title: An act amendinn the Alaska Program Category Affected: Consumer Protection

Securities Act.   ________________________  _________
BRU, Program or Subprogram!s) Affected:Sponsor: Rules_Committee_____

Requestor: Governor Sheffield
Date of Request: 1/18/84_____

Banking, Securities ar.d Corporations

EXPENDITURES/REVENUES: (Thousands of Dollars)

POSITIONS:

FY 84 FY 85 FY 86 FY 87 FY 88 Ft 89
OPERATING

100 PERSONAL SERVICES 54.1 56.8 59.6 62.6 65.7 69.0

200 TRAVEL 3.0 3.2 3.4 3.6 3.8 4.0
300 CONTRACTUAL 3.0 3.2 3.4 3.6 3.8 4.0
LOO SUPPLIES 1.0 1.1 1.2 1.3 1.4 1.5
500 EQUIPMENT 5.0
600 LAND A STRUCTURES

700 CRANTS, CLAIMS

300 MISCELLANEOUS

TOTAL OPERATING 66.1 64.3 67.6 71.1 74.7 78. 5

i CAPITAL - U - - u  - - 0 - - 0 - - 0 - - 0 -

| REVENUE - 0 - - 0 - - 0 - | - 0 - - 0 - - - n

FUNDING: (Thousands of Dol' ars)
CENERAL FUND 66.1 64.3 67.6 71.1 74.7 78.5
FEDERAL FUNDS 1
OTHER 1
TOTAL 66.1 64.3 67.6 1 71.1 74.7 78.5

FULL-TIME 2.0 2.0 2. 0 2.0 2.0 2.0

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL.:

ANALYSIS: Attaclfa, separate^page'for_analysis
_ Lsc&i x /- V ' — - y

Prepared By: Willis F. Kirkpatrick, Director
Division: Banking, Securities/’ SijKll Loans and

Corporations 
Approved by Commissioner; Ridfoard A. Lyon 
Agency: Commerce and Economic Development

Phone: 465-2521
Date: 1/W04

Date:

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor

* 4  7=Fy.

O f f i c e  o f  Management and Budget
Impacted A g e n c y ( ie s ) 12/1/83
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Business Registration Examiner

FORM 12 PAGE/LINERA NG L7 S 1 EI

12A
S T A f F  M O N T H S R P  N U M B E R ELECT ION DISTRICTPCII N U M U E R L O C A T I O N

AWA
C O N T  IIIUAI ION L L V E L

AliuutiT

Position will be necessary if legislation passes requiring 
the Securities Section to undertake securities registra­
tion of oil and gas lease sales programs. The current 
substantially increased workload has stretched the examin­
ing/enforcement 'taff to the limit with a considerable 
percentage of the securities examiners' time devoted to 
nonprofessional clerical functions. The additional 
clerical support will free up the professional staff 
time to cope with the expanded registration and enforce­
ment duties imposed by the proposed legislation.

The equipment expense of $2.5 will be used for purchase of 
a desk, positions, typewriter, chair and desk calculator.

P E R S O N A L  S E R V I C E S

Supplemental Benefits

Fixed Benefits

101AL P E R S O N A L  S E R V I C E S

Contractua1

Commodi ties

Equipment

TOTAL COST

rilNDINC S O U R C E

General Funds 

I-A Rcccipls

FOR B A M  U S E  O N L Y  

LA  K E Y  N U M B E R

Commerce & Economic Development
AGENCY

Consumer Protection
PROCRAM

1 3  R E Q U E S T  F O R  

N E W  P O S I T I O N
Banking, Securities & Corporations

Financial Institutions Revised DntoCOMPONENT



pISAPPAPPKDVFORM 12 PACE/LI 1ICRANGE/STEP

SIAFF MONTHS f(P NUMBER f’CN NUMBER ELECTION DISTRICTLOCATION

AHA
CONIINUATI ON LEVEL

AliuiiiTT

Position will be necessary if legislation passes requiring 
the Securities Section to undertake securities registra­
tion of oil and gas lease sales programs. These reg­
istrations will result in increased filings as well as 
substantial efforts in compliance and enforcement activi­
ties. The current substantially increased workload has 
stretched the examining/enforcement staff to the limit 
with a considerable percentage of the securities exami­
ners' time devoted to nonprofessional clerical functions. 
The additional clerical support will free up the pro­
fessional staff time to cope with the expanded registra­
tion and enforcement duties imposed by the proposed 
legislation.

The equipment, expense of $2.5 will be used to purchase 
a desk, positions, typewriter, chair and desk calculator.

PERSONAL SERVICES

Supplemental Benefits

10IAL PERSONAL SLRVICLS

Commodi t i es

Equipment

TOTAL COST

FUND INC SOURCE

Federal Receipts 1002

C.F, Match

Cencral Funds 

l-A Receipts

FOR BAM USE ONLY 

LA KEY NUMBER

Commerce & Economic Development
AGENCY

Consumer Protection
PROCRAM

1 3  R E Q U E S T  F O R  

N E W  P O S I T I O N
Banking, Securities & Corporations

Financial Institutions Rpvlsrrt nnfoCOMPONENT



Introduced: 2/9/84
Referred: Labor and Commerce

and Judiciary

BY THE RULES COMMITTEE BY
1 IN THE SENATE REQUEST OF THE GOVERNOR

2 SENATE BILL NO. 432

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act amending the Alaska Securities Act."

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 * Section 1. AS 45.55.260(c) is amended to read:

9 (c) For the purpose of this section, an offer to sell or to buy

10 is made in this state, whether or not either party is then present in

11 this state, when the offer (1) originates from this state^ [OR] (2) is

12 directed by the offeror to this state and received at the place to

13 which it is directed, or at a post office in this state in the case of

14 a mailed of f e r ; or (3) in the case o f an offer to sell or to buy an

15 interest or participation in oil, g a s , or mining rights, t i t l e s , or

14 leases, or in payments out o f production under those r ights, tit 1e s ,

17 or leases, if the oil, gas, or mining right, title, or lease is on

18 land, including submerg ed land, located in the state, regardless of

19 where the offer to sell or the offer to buy is m a d e .

1

S B  4 3 2



FEDERAL TRADE COMMISSION 

WASHINGTON. D. C. 20580

BUREAU OF 
CONSUMER PROTECTION

March 14, 1984

The H o n o r a b l e  R i c h a r d  I .  E l i a s o n  
C h a irm a n
S e n a t e  L a b o r  and Commerce C o m m it te e  
S t a t e  C a p i t o l  
Pouch V
J u n e a u ,  A l a s k a  99811 

Dear C h a ir m a n  E l i a s o n :

The F e d e r a l  T r a d e  C o m m i s s i o n ' s  B u re a u s  o f  C o m p e t i t i o n ,  
Consumer P r o t e c t i o n ,  and E c o n o m ic s ,  a t  t h e  r e q u e s t  o f  G o v e r n o r  
S h e f f i e l d ,  s u b m i t  comments on S e n a t e  B i l l  No. 4 3 2 .  We w is h  t o  
t h a n k  you and G o v e r n o r  S h e f f i e l d  f o r  th e  o p p o r t u n i t y  t o  s h a r e  o u r  
v i e w s  on S. 4 3 2 .  We t h i n k  t h a t  e x p a n d i n g  t h e  j u r i s d i c t i o n  o f  t h e  
A l a s k a  S e c u r i t i e s  A c t  o f  1959 t o  c o v e r  a l l  o i l  and gas l e a s e s  t o  
l a n d  l o c a t e d  i n  A l a s k a  w o u ld  c om ple m ent  ou r  e f f o r t s  and t h o s e  o f  
o t h e r  f e d e r a l  and s t a t e  a g e n c i e s  t o  c o n t r o l  w hat  a ppear  t o  be 
s e r i o u s  a b u s e s  i n  th e  r a p i d l y  g r o w i n g ,  n a t i o n - w i d e  m a r k e t i n g  o f  
A l a s k a  o i l  and gas l e a s e s .  The C o m m iss io n  s t a f f  f a v o r s  p assage 
o f  S.  4 3 2 .

The C o m m i s s i o n ,  i n  f u l f i l l i n g  i t s  C o n g r e s s i o n a l l y - m a n d a t e d  
m i s s i o n  t o  p r o t e c t  c o nsum ers f r o m  u n f a i r  and d e c e p t i v e  p r a c t i c e s  
i n  t h e  n a t i o n ' s  commerce, has been i n v e s t i g a t i n g  s u s p e c t e d  f r a u d  
by s e l l e r s  o f  o i l  and gas l e a s e s  and r e l a t e d  s e r v i c e s .  I n  t h e  
c o u r s e  o f  t h e s e  i n v e s t i g a t i o n  t h e  C o m m is s io n  s t a f f  has i d e n t i f i e d  
fro m  t h e  p u b l i c  r e c o r d s  o f  t h e  f e d e r a l  B u re a u  o f  Land Management 
("B L M ")  and t h e  A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  a number 
o f  c o m p a n ie s  t h a t  have a c q u i r e d  o i l  and gas l e a s e s  t o  m i l l i o n s  o f  
a c r e s  o f  l a n d  i n  A l a s k a .  Th e se  c o m p a n ie s  a c q u i r e d  most  o f  t h e i r  
l e a s e s  f o r  $1 p e r  a c r e  un der  t h e  BLM n o n c o m p e t i t i v e  o i l  and gas 
l e a s i n g  p r o g r a m .  M ost  o f  t h e s e  a c q u i s i t i o n  have  o c c u r r e d  i n  t h e  
M in c h u m i n a ,  D e n a l i ,  and T i e k e l  b l o c k  a r e a s  o f  A l a s k a . - 3

T h i s  s t a t e m e n t  r e f l e c t s  t h e  v i e w s  o f  t h e  B u re a u s  o f  
C o m p e t i t i o n ,  Consumer P r o t e c t i o n  and Ec o n o m ic s o f  t h e  F e d e r a l  
T r a d e  C o m m i s s i o n ,  b u t  does n o t  n e c e s s a r i l y  r e f l e c t  t h e  v i e w s  o f  
t h e  C o m m is s io n  o r  o f  any i n d i v i d u a l  C o m m i s s i o n e r .  The F e d e r a l  
T r a d e  C o m m is s io n  has v o t e d ,  h o w e v e r ,  t o  a u t h o r i z e  t h e  B u re a u s  t o  
s u b m i t  t h e s e  comments.

2 43 C . F . R .  § 3110 e t  s e q .

3 P u b l i c  L a n d  O r d e r s  N o s .  6 0 9 8 ,  4 6  F e d .  R e g .  6 1 4 7 2  ( D e c e m b e r  1 7 ,

1 9 8 1 ) ,  a n d  6 3 2 9 ,  4 7  F e d .  R e g .  3 9 4 9 5  ( S e p t e m b e r  8, 1 9 8 2 ) .
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BUREAU OF 
CONSUMER PROTECTION

(' ( 

F e d e r a l  T r a d e  C o m m i s s i o n

WASHINGTON. D. C. 20580

March 14, 1984

Eliason 

Committee

n's Bureaus of Competition, 
s, at the request of Governor 

i 'te Bill No. 432. We wish to
t. - for the opportunity to share our
vi .iat expanding the jurisdiction of the
Ala j.959 to cover all oil and gas leases to
lane .4 would complement our efforts and those of
othei ocate agencies to control what appear to be
serio> xn the rapidly growing, nation-wide marketing of
Alaska ^nd gas leases. The Commission staff favors passage
of S . 4 .

The Commission, in fulfilling its Congressionally-mandated 
mission to protect consumers from unfair and deceptive practices 
in the nation's commerce, has been investigating suspected fraud 
by sellers of oil and gas leases and related services. In the 
course of these investigation the Commission staff has identified 
from the public records of the federal Bureau of Land Management 
("BLM") and the Alaska Department of Natural Resources a number 
of companies that have acquired oil and gas leases to millions of 
acres of land in Alaska. These companies acquired most of their 
leases for $1 per acre under the BLM noncompetitive oil and gas 
leasing program. Most of these acquisition have occurred in the 
Minchumina, Denali, and Tiekel block areas of Alaska.

This statement reflects the views of the Bureaus of 
Competition, Consumer Protection and Economics of the Federal 
Trade Commission, but does not necessarily reflect the views of 
the Commission or of any individual Commissioner. The Federal 
Trade Commission has voted, however, to authorize the Bureaus to 
submit these comments.

2 43 C.F.R. § 3110 et seq.

2 P u b l i c  L a n d  O r d e r s  N o s .  6 0 9 8 ,  4 6  F e d .  R e g .  6 1 4 7 2  ( D e c e m b e r  1 7 ,

1 9 8 1 ) ,  a n d  6 3 2 9 ,  4 7  F e d .  R e g .  3 9 4 9 5  ( S e p t e m b e r  8, 1 9 8 2 ) .
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T h e  H o n o r a b l e  R i c h a r d  I .  E l i a s o n  P a g e  -2-

A c c o r d i n a  t o  p u b l i c  r e c o r d s  k e p t  a t  t h e  A l a s k a  O i l  a n d  G a s  

C o n s e r v a t i o n  C o m m i s s i o n ,  n o  o i l  o r  g a s  w e l l s  h a v e  e v e r  b e e n  
d r i l l e d  i n  a n y  o f  t h e s e  a r e a s .  A l s o ,  t h e  A l a s k a  D e p a r t m e n t  o f  

G e o l o g i c a l  a n d  G e o p h y s i c a l  S u r v e y ' s  1 9 8 3  m a p  o f  p o t e n t i a l  o i l  a n d  
g a s  b a s i n s  i n  A l a s k a ^ i n d i c a t e s  t h a t  v i r t u a l l y  a l l  o f  t h e  
a p p r o x i m a t e l y  3  m i l l i o n  a c r e s  r e l e a s e d  i n  t h e s e  l a n d  o p e n i n g s  a r e  

n o t  w i t h i n  s u c h  b a s i n s ,

B L M  r e c o r d s  i n d i c a t e  t h a t  t h e s e  c o m p a n i e s  a r e  a s s i g n i n g  

t h e s e  l e a s e s  i n  s m a l l  u n i t s ,  u s u a l l y  4 0  a c r e s ,  t o  t h o u s a n d s  o f  
c o n s u m e r s  t h r o u g h o u t  t h e  l o w e r  4 8  s t a t e s  a n d  H a w a i i .  C o n c e r n s  
h a v e  b e e n  r a i s e d  t h a t  m a n y  s m a ’ 1  i n v e s t o r s  a r e  b e i n g  i n d u c e d  t o  

p a y  f a r  i n  e x c e s s  o f  t h e  f a i r  m a r k e t  v a l u e  f o r  t h e s e  l e a s e s ,  a n d  

h a v e  n o  i d e a  o f  t h e  e x t r e m e l y  s p e c u l a t i v e  n a t u r e  o f  t h e s e  
l e a s e s .  T h e  a c t i o n  b r o u g h t  b y  t h e  S t a t e  o f  A l a s k a  a g a i n s t  
s e v e r a l  o f  t h e s e  c o m p a n i e s  f o r  m i s r e p r e s e n t i n g  t h e  v a l u e  o f  

l e a s e s 3 i n d i c a t e s  t h a t  t h e s e  c o n c e r n  m a y  w e l l  b e  j u s t i f i e d .

T h e s e  c o n c e r n s  h a v e  b e e n  h e i g h t e n e d  b e c a u s e  t h e  s a l e  o f  

A l a s k a  o i l  a n d  g a s  l e a s e s  i s  e x p a n d i n g .  I n  A u g u s t  1 9 8 2  w e  w e r e  

a v / a r e  o f  o n l y  o n e  c o m p a n y  s e l l i n g  A l a s k a  l e a s e s .  B y  D e c e m b e r  
1 9 8 3 ,  B L M  r e c o r d s  i n d i c a t e d  t h a t  a t  l e a s t  4 0  c o m p a n i e s ,  w i t h  
h o l d i n g s  o f  m i l l i o n s  o f  a c r e s  o f  A l a s k a  o i l  a n d  g a s  l e a s e s ,  w e r e  

o p e r a t i n g .  W i t h  t h e  p o s s i b l e  r e l e a s e  o f  a n  a d d i t i o n a l  2 1  m i l l i o n  
a c r e s  o f  f e d e r a l  l a n d s  f o r  o i l  a n d  g a s  l e a s i n g  a n d  p l a n s  b y  t h e  

S t a t e  o f  A l a s k a  f o r  t h e  r e l e a s e  o f  i t s  o w n  a c r e a g e ,  t h i s  g r o w t h  
m a y  c o n t i n u e .  W e  b e l i e v e  t h a t  a  c o n c e r t e d  s t a t e  a n d  f e d e r a l  

e f f o r t  i s  n e c e s s a r y  t o  i n s u r e  t h a t  t h o s e  i n t e r e s t e d  i n  i n v e s t i n g  
i n  t h e  d e v e l o p m e n t  o f  A l a s k a ' s  r e s o u r c e s  h a v e  a v a i l a b l e  r e l i a b l e  
i n f o r m a t i o n  o n  w h i c h  t o  m a k e  r e a s o n e d  d e c i s i o n s .

S e n a t e  B i l l  N o .  4 3 2  s h o u l d  p r o v i d e  a  r e l a t i v e l y  s i m p l e  m e a n s  

t o  i n h i b i t  m i s r e p r e s e n t a t i o n s  o f  f a c t  m a d e  i n  c o n n e c t i o n  w i t h  t h e  
s a l e  o f  A l a s k a  o i l  a n d  g a s  l e a s e s .  T h e  A l a s k a  S e c u r i t i e s  A c t  

a l r e a d y  c o v e r s  o i l  a n d  g a s  l e a s e s  w h e n  e i t h e r  t h e  b u y e r  o r  s e l l e r  
r e s i d e s  o r  i s  l o c a t e d  i n  A l a s k a .  T h e  p r o p o s a l  w o u l d  e x p a n d  

c o v e r a g e  o f  t h e  A c t  t o  i n c l u d e  a l l  s a l e s  o f  o i l  a n d  g a s  l e a s e s

^  D G G S  S p e c i a l  R e p o r t  N o .  3 2  ( 1 9 8 3 ) .

^  S t a t e  v .  A l a s k a  L a n d  L e a s i n g ,  I n c . ,  C a s e  N o .  3 A N - 8 3 - 8 8 G 7  ( 3 r d  
D i s t .  O c t .  2 6 ,  1 9 8 3 ) .

r
S e c r e t a r y  o f  t h e  I n t e r i o r ,  O i l  a n d  G a s  L e a s i n g  P r o g r a m  f o r  N o n  

N o r t h  S l o p e  F e d e r a l  L a n d s  i n  A l a s k a ,  A n n u a l  R e p o r t  t o  C o n g r e s s ,

7 ,  T a b l e  3  ( 1 9 8 3 ) .
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for lands located in Alaska. This revision would empower the 
Alaska Division of Securities to require these companies to 
register their leases as securities and to provide prospective 
purchasers with meaningful disclosures of the speculative nature 
of these investments.

Senate Bill No. 432 should not materially hinder the 
development of Alaska's resources. The Alaska Securities Act 
already includes an exemption for sales of leases to bona fide 
oil and gas exploration companies. Thus, the expansion of the 
securities law's jurisdiction should not materially change the 
effect of the statute on those firms actually exploring and 
developing Alaska's resources.

The Commission staff strongly supports passage of S. 432. 
With the new authority granted by this bill, state officials 
could effectively join the Commission and other federal law 
enforcement agencies in our efforts to protect consumers and to 
stop the possible misuse of Alaska's name and its resources.

Very truly yours

Michael C. McCarey 
Associate Director
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O F F IC E  O F  THE  A T T O R N E Y  G E N E R A L

March 23, 1984

The Honorable Fritz Pettyjohn 
Alaska State Senate 
Pouch V
Juneau, Alaska 99811

Re: SB 432, "an Act amending
the Alaska Security's Act"

Dear Senator Pettyjohn:

At the Senate Labor and Commerce Committee hearing on 
February 15, 1984, you requested our opinion with respect to the 
effect on the jurisdictional scope of SB 432. This legislation 
would clarify the existing Alaska Security's Act to better reach 
fraudulent or high pressure out-of-state sales of oil and gas 
lease hold interests on state or federal lands in Alaska.

The Administration believes that Alaska is well served 
by having an ability to regulate sales of land or lease hold 
interests located in Alaska, even where the transactions take 
place outside the state between non-residents of the state. The 
state may protect the legitimate concerns of its citizens by 
exercising the right to sue according to the doctrine of parens 
patriae. This doctrine is recognized in Alaska. State v. First 
National Bank of Anchorage, 660 P.2d 406, 420-21 (Alaski 1982) ; 
Public Defender Apency v. Superior Court, 534 P. 2d 947 (Alaska
TTT5T.  -------- ------ ----------- ------------------

Because we believe there is a substantial state inter­
est in preventing fraudulent sales of oil and gas leases located 
within the state's border, we believe a constitutional challenge 
against Alaska's assertion of jurisdiction provided by the 
proposed legislation would fail. A claim that the jurisdiction 
afforded by the proposed legislation violates an out-of-state 
citizen's rights under the Due Process Clause, Full Faith and 
Credit Clause or Commerce clause of the U.S. Constitution would, 
in all likelihood, be dismissed. See generally, Aldens, Inc., v! 
Packel, 524 F.2d 38 (3rd Cir. 1975). TKe ^Xdens casi is 
instructive because it involved a challenge to Pennsylvania's 
right to enforce state credit sales laws as applied to an
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Illinois corporation operating a mail order business in all fifty 
states and where all orders were accepted in Chicago. In that 
case, the court performed a thorough and comprehensive analysis 
of a variety of constitutional issues and concluded that none of 
the constitutional provisions were violated by enforcement of 
Pennsylvania's laws.

The currently accepted approach to Due Process Clause 
limitation challenges is one of interest analysis where the court 
focuses on whether a state has sufficient interest "to justify 
any exercise of it's sovereignty in connection with the trans­
action and dispute." Id. at 42-43, (citing McGee v. 
International Company, 355 U.S. 220 (1957)) emphasis in original. 
The court further noted in Alden that a relatively low threshold 
of state interest is needed to justify jurisdiction. Id. at 43.

In conclusion, because Alaska has a substantial
interest in transactions involving land or interest of land 
within its borders, we believe a court would find that the 
exercise of jurisdiction through the proposed legislation does 
not interfere with an out-of-state defendant's due process or 
other constitutional rights.

Please feel free to call if we can be of additional

NCG:eer

cc: Senator Richard I. Elaison^
Chairman, Senate Labor and 
Commerce Committee

Senator Bob Mulcahy 
Vice-Chairman, Senate Labor 
and Commerce Committee

Senator Patrick Rodey 
Senate Labor and Commerce 
Committee

assistance.

Attorney General

Senator John C. Sackett 
Senate Labor and Commerce 
Committee
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Connie Sipe
Assistant Attorney General 
Consumer Protection

Jeff Bush 0
Assistant Attorney General 
Commercial
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STATE OF ALASKA 1984 LEG ISLATIVE SESSION
FISCAI NOTE

{Revision Date: 2/15/84 [

REQUEST
Bill/Resolution No.: SB 4 3 2 ____
Title: An act amending the A, iska
Securities Act.________________ _____________________________________

Sponsor:__Rules Connittee________BRU, Program or Subprogram!s) Affected:
Requestor: Governor Sheffielc  Banking. Securities and Corporations
Date of Request: 1/10/84________ _____________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
FY 84 FY 85 FY 8b FY 87 FY 88 FY 89

100 perso n al s e r v ic e s  

200 tr a vel  

300 CONTRACTUAL 

AOO SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 GRANTS, CLAIMS 

600 MISCELLANEOUS

54.1 56.8 59.6 62.6 65.7
3.0 3.2 3.4 3.6 3.8
3.0 3.2 3.4 3.6 3.8
1.0 1.1 1.2 1.3 1.4
5.0

TOTAL OPERATING - 0 - 66.1 64.3 67.6 71.1 74.7

I CAPITAL 1 0 1 1 0 1 1 0 1 1 0 1 1 0 1 1 Q 1

| REVENUE | - 0 -  - 0 -  - 0 -  - 0 - 1 0 1 1 0 1

FUNDING: (Thousands of Doll ars)
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

- 0 - 66.1 64.3 67.6 71.1 ~ ~T7rrr

- 0 - 66.1 64.3 67.6 71.1 74./

POSITIONS:
FULL-fIME -  0  - 2 , 0 2 . 0  1 2 . 0 2 . 0 2 . 0

PART-TIME 1

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Please see attached fiscal note analysis.

ANALYSIS: Attachy^^p.ai?a^^pag£_fx)^^na lysis

Prepared By:" Willis F. Kirkpartrjjcjc, Director Phone: 465-2521
Division: Banking. Securities jmdJQorporations Date: 2/15/84

Approved by Commissioner; Richard A. Ly o n ______ Date: 2/15/84
Agency: Commerce and Economic Development______

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) * 12/1/83

FISCAL DET/L
Agency Affected: Commerce and Economic Dev.
Program Category Affected: Consumer_____

Protection



FISCAL NOTE ANALYSIS

SB 432, if enacted, will require that the Securites Section of the 
Division undertake securities registration for the sale of oil and 
gas leases located in Alaska and will undoubtedly result in increased 
filings as well as substantial efforts in compliance and enforcement 
activities including hearings. A Clerk IV and a Business Registration 
Examiner position will be necessary to support these registrations.
The current substantially increased workload has stretched the 
examining/enforcement staff to the limit with a considerable percen­
tage of the securities examiners' time devoted to nonprofessional 
clerical functions. The additional clerical support will free up 
the professional staff time to cope with the expanded registration 
and enforcement duties imposed by the proposed legislation.

Travel of 3.0 will be required for investigation of wrongdoers in the 
field. Contractual funds of 3.0areneeded for hearing officer 
purposes in administrative proceedings. Additionally, a one time 
expense of 5.0 is included to cover costs of typewriters, desks and 
chairs for the new positions.



D e a r  S e n a t o r  K e r t t u l a :

Under t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a b i l l  w h ic h  amends t h e  
A l a s k a  S e c u r i t i e s  A c t  (AS 4 5 . 5 5 )  by e x t e n d i n g  i t s  scope t o  
i n c l u d e  o f f e r s  t o  b u y  o r  s e l l  i n t e r e s t s  i n  o i l ,  g a s ,  o r
p i n i n g  r i g h t s  on l a n d  i n  t h e  s t a t e ,  r e g a r d l e s s  o f  where
t h e  o f f e r  o r  s a l e  o c c u r s .

The b i l l  was j o i n t l y  p r e p a r e d  by t h e  d i v i s i o n  o f  b a n k i n g ,  
s e c u r i t i e s  and c o r p o r a t i o n s  o f  t h e  D e p a r t m e n t  o f  Commerce 
and Economic  D e v e lo p m e n t  and t h e  consumer p r o t e c t i o n  s e c ­
t i o n  o f  t h e  D e p a r t m e n t  o f  Law i n  r e s p o n s e  t o  numerous com­
p l a i n t s  o f  f r a u d u l e n t  o i l  and gas l e a s e  schemes.  Th ese
schemes t y p i c a l l y  i n v o l v e  s o l i c i t a t i o n s  by f i r m s  l o c a t e d  
o u t s i d e  A l a s k a  who a c q u i r e  an i n t e r e s t  i n  o i l  o r  gas 
l e a s e s  t h r o u g h  b i d  o f f e r i n g s  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  
R e s o u rc e s  o r  t h e  £■ d e r a l  B ure a u  o f  Land Management.

The l e a s e  t r a c t s  t h e s e  f i r m s  a c q u i r e  a r e  o f t e n  t h e  l e a s t  
l i k e l y  t o  c o n t a i n  v a l u a b l e  o i l ,  g a s ,  o r  m i n e r a l  r e s o u r c e s .  
However,  t h e s e  f i r m s  c o n d u c t  m a s s i v e  h i g h  p r e s s u r e  t e l e ­
phone s a l e s  and m e d ia  a d v e r t i s i n g  a im ed a t  w o u l d - b e  i n v e s ­
t o r s  i n  t h e  l o w e r  48 s t a t e s ,  p r o m i s i n g  them h i g h  r e t u r n s  
i f  t h e y  " i n v e s t "  i n  a p o r t i o n  o f  one o f  t h e s e  A l a s k a n  o i l  
o r  gas l e a s e s .  The o f f e r i n g  f i r m s  o f t e n  f a l s e l y  r e p r e s e n t  
t h a t  t h e y  have e x p e r t i s e  i n  o i l ,  gas o r  m i n e r a l  e x p l o r a ­
t i o n  o r  d e v e l o p m e n t .  What i s  p a r t i c u l a r l y  o f f e n s i v e  t o  
o u r  s t a t e  i s  t h a t  t h e s e  s l i c k  o p e r a t o r s  o f t e n  use names 
such as " A l a s k a  O i l  and Gas E x p l o r a t i o n "  o r  " A l a s k a  P e t r o ­
leum I n v e s t m e n t s , "  and s e t  up em pty  " s h e l l "  c o r p o r a t i o n s  
w i t h  A l a s k a  a d d r e s s e s .
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T h i s  b i l l  w o u l d  e x t e n d  t h e  p r o v i s i o n s  o f  t h e  A l a s k a  S e c u ­
r i t i e s  A c t  t o  t h e s e  b u s i n e s s  f i r m s  e v e n  i f  t h e  " i n v e s t ­

m e n t "  s a l e s  a r e  n o t  m a d e  i n  o u r  s t a t e  o r  t o  o u r  c i t i z e n s .

E s s e n t i a l l y ,  t h e  b i l l  w o u l d  e x t e n d  t h e  j u r i s d i c t i o n  o f  o u r  
s t a t e  s e c u r i t i e s  r e g u l a t o r s  a n d  o f  o u r  c o u r t s  o v e r  t h e s e  

f r a u d u l e n t  s c h e m e s .  T h e  s t a t e  w o u l d  b e  a b l e  t o  t a k e  l e g a l  
a c t i o n  a g a i n s t  t h e s e  o u t - o f - s t a t e  s e l l e r s  o f  A l a s k a  m i n e r ­
a l  r i g h t s .  B y  a m e n d i n g  t h e  S e c u r i t i e s  A c t ,  A l a s k a  c a n  

r e q u i r e  t h e s e  f i r m s  t o  f i l e  s e c u r i t i e s  r e g i s t r a t i o n s  r e ­

g a r d i n g  t h e i r  s a l e s ,  a n d  t o  g i v e  p r o s p e c t i v e  p u r c h a s e r s  
t r u t h f u l  i n f o r m a t i o n  a b o u t  t h e  l i k e l i h o o d  o f  r e a l i z i n g  a  

g a i n  o n  s u c h  i n v e s t m e n t s .

T h i s  l e g i s l a t i o n  w i l l  n o t  a f f e c t  l e g i t i m a t e  co m pan ie s  
engaged i n  o i l ,  g a s ,  o r  m i n e r a l  e x p l o r a t i o n  o r  p r o d u c t i o n  
as t h e y  a r e  a l r e a d y  e x e m p te d  f r o m  t h e  A l a s k a  S e c u r i t i e s  
A c t  by AS 4 5 . 5 5 . 1 4 0 ( b ) ( 1 7 ) .

T h i s  b i l l  s h o u l d  b e  s u p p o r t e d  b y  c o n s u m e r  g r o u p s  a s  w e l l  
a s  b y  t h e  l e g i t i m a t e  m e m b e r s  o f  t h e  o i l  a n d  g a s  i n d u s t r y .  

T h e r e f o r e ,  I  u r g e  y o u r  p r o m p t  a c t i o n  o n  t h i s  b i l l  t o  
p r e v e n t  f u r t h e r  d a m a g e  t o  t h e  c o m m e r c i a l  i m a g e ,  n a t i o n ­
w i d e ,  o f  A l a s k a .

G o v e r n o r
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SENATE
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FURTHER: FINANCE

Date

Mr. President 

The Committee on JUDICIARY considered SB 432

amending the Alaska Securities Act.

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

do pass

do pass with attached amendment(s)

i*eplace with/or adopt CS for _______________________________________________
new title
same title and recommends _____

I E

and attached a "LETTER OF INTENT" 

report's- it back without recommendation 

recommends referral to

[ ] NEW FISCAL NOTE

Committee

IBERS SIGNING
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS

/

— -----

f
Chairman

D o
Chairman recommendation
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Mr. President

The Committee on LABOR & COMMERCE

amending the Alaska Securities Act

FURTHER: ( JU D IC IA R Y " ’FINANCE
Date 3 i l sh 4

considered SB 432

and (a_jnajority of the committee) (the committee) reports it back with 
the following recommendations: ~

j do pass

] do pass with attached amendment(s)

] replace with/or adopt CS for _____________________________________________
] new title

same title and recommends ________________

] and a"'ached a "LETTER OF INTENT"

] reports it back without recommendation

recommends referral to _____________________

MEMBERS SIGNING 
DO PASS

[ ] NEW FISCAL NOTE

Committee

MEMBERS HAVING
OTHER RECOMMENDATION^— -.,̂



STATE OF ALASKA 1984 LEG ISLATIVE SESSION
FISCAL NOTE

Revision Date: 2/15/84 1

REQUEST FISCAL DETAIL
Bill/Resolution No.: SB 432_____  Agency Affected: Commerce and Economic Dev.
Title: An act amending the Alaska Program Category Affected: Consumer
Securities Act.________________ Protection_________________ ___________

Sponsor: Rules Committee_______ BRU, Program or Subprogram!s) Affected:
Requestor: Governor Sheffield Banking, Securities and Corporations
Date of Request: 1/18/84________ ______________________________________

EXPENDITURES/REVENUES:__(Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING
100 PERSONAL SERVICES 54.1 56.8 59.6 62.6 65.7

200 TRAVEL 3.0 3.2 3.4 3.6 3.8

300 CONTRACTUAL 3.0 3.2 3.4 3.6 3.8

AOO SUPPLIES 1.0 1.1 1.2 1.3 1.4

500 EQUIPMENT 5.0
600 LAND L STRUCTURES

700 CRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING - 0 - 66.1 64.3 67.6 71.1 74.7

CAPITAL - 0 - - 0  - - 0 - - 0 - - 0 - - (i -

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

FUNDING: (Thousands of Do!' ars)
CENERAL FUND - 0 - 66.1 64.3 67.6 71.1 / ! . 7

FEDERAL FUNDS

OTHER

TOTAL - 0 - 6 6 .1 64.3 67.6 ' 71.1 74./

POSITIONS:
FULL-TIME - 0 - 2.0 2.0 2.0 2.0 ‘ 2. 0

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Please see attached fiscal note analysis.

ANALiSIS: Attach ya/£*p£J?ate,pagje_.for analysis

Prepared By:' Willis F. Kirkpaxrjck, Director 
Division: Banking, Securities orporations

ard A. L.yonApproved by Commissioner:_R ________
Agency: Commerce and Economic Development

Distribution (by Agency preparing fiscal note); 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone: 465-2521 
Date: 2/15/84

Late: 2/15/84

12/1/83



FISCAL NOTE ANALYSIS

SB 432, if enacted, will require that the Securites Section of the 
Division undertake securities registration for the sale of oil and 
gas leases located in Alaska and will undoubtedly result in increased 
filings as well as substantial efforts in compliance and enforcement 
activities including hearings. A Clerk IV and a Business Registration 
Examiner position will be necessary to support these registrations.
The current substantially increased workload has stretched the 
examining/enforcement staff to the limit with a considerable percen­
tage of the securities examiners' time devoted to nonprofessional 
clerical functions. The additional clerical support will free up 
the professional staff time to cope with the expanded registration 
and enforcement duties imposed by the proposed legislation.

Travel of 3.0 will be required for investigation of wrongdoers in the 
field. Contractual funds of 3.0areneeded for hearing officer 
purposes in administrative proceedings. Additionally, a one time 
expense of 5.0 is included to cover costs of typewriters, desks and 
chairs for the new positions.




