


COMMITTEE REPORT 

SENATE

F U R T H E R :

D a t e

Mr. P r e s i d e n t

T h e  C o m m i t t e e  on c o n s i d e r e d

a n d  (a m a j o r i t y  o f  the c o m m i t t e e )  »,the c o m m i t t e e )  r e p o r t s  it b a c k  w i t h  
th e f o l l o w i n g  r e c o m m e n d a t i o n s :

do p as s

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

r e p l a c e  w i t h / o r  a d o p t  CS f o r  _________________________________________________
n e w  t i t l e
s a m e  t i t l e  a n d  r e c o m m e n d s

a n d  a t t a c h e d  a " L E T T E R  O F  I N T E N T "  

r e p o r t s  it b a c k  without: r e c o m m e n d a t i o n  

r e c o m m e n d s  r e f e r r a l  to

[ ] N E W  F I S C A L  N O T E

C o m m i t t e e

1EMBERS S I G N I N G  
D O  P A S S

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S

C h a i r m a n

C h a i r m a n  r e c o m m e n d a t i o n



V
. ̂  -I r  n  - p  j
• V i . i\ I I !

V \  i; /w'\ i!

'<£> U  l A i  J
i|=

■—s «■

miu

Ilf
n

! \\ ;;
/ u \ • i

! n i i =

•\ B/It SHEFFIELD, GOVERNOR

n E P \ R T ^ ! K \ T  O F  I  \ \ V  p o u c h k  - s t a t e  c a p it o l
1 JUNEAU, ALASKA 99811

°HONE: 1907) 465-3600

OFFICE OF THE ATTORNEY GENERAL

March 23, 1984

The Honorable Fr itz  Pettyjohn 
Alaska State Senate 
Pouch V
Juneau, Alaska 99811

Re: , -an Act amending
" ' . i p  ii.Ka.otia. S e c u r i ty '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 
e f f e c t  on the ju r i s d i c t i o n a l  scope o f  SB 432. This l e g i s l a t i o n  
would c l a r i f y  the e x is t in g  Alaska S ecu r ity 's  Act to b e t te r  reach 
fraudulent or high pressure o u t - o f - s t a t e  sales o f  o i l  and gas 
lease hold in terests  on sta te  or fider.al lands in Alaska.

The Administration b e l ieves  that Alaska is  w ell  served 
by having an a b i l i t y  to regulate sales  o f  land or lease hold 
in te res ts  located  in Alaska, even where the transactions take 
p lace  outside the sta te  between non-residents o f  the s ta te .  The 
sta te  may protect  the leg i t im ate  concerns o f  i t s  c i t i z e n s  by 
exerc is in g  the r ight  to sue according to the doctr ine  o f  parens 
p a t r ia e . This doctr ine  i s  recognized in Alaska. State v. F irst  
National Bank o f  Anchorage, 660 P .2d 406, 420-21 (Alaska 1982); 
Public  Defender Agency v. Superior Court, 534 P. 2d 947 (Alaska
T 9 7 J V .------------------------   «--------------------------------------

Because we b e l i e v e  there i s  a substantia l  sta te  i n t e r ­
est  in preventing fraudulent sa les  o f  o i l  and gas leases located  
within the s t a t e ' s  border,  we b e l iev e  a c o n s t i tu t io n a l  challenge 
against Alaska's assert ion  o f  ju r i s d i c t i o n  provided by the 
proposed l e g i s l a t i o n  would f a i l .  A claim that the j u r i s d i c t i o n  
a f forded  by the proposed l e g i s l a t i o n  v io la te s  an o u t - o f - s t a t e  
c i t i z e n ' s  r ights  under the Due Process Clause, Full Faith and 
Credit Clause or  Commerce c lause o f  the U.S. Constitution  would, 
in a l l  l ik e l ih o o d ,  be dismissed. See generally ,  Aldens, I n c . . v. 
Paclcel, 524 F.2d 38 (3rd Cir.  19757"! The Aldens case is  
in s t ru ct iv e  because i t  involved a challenge to Pennsylvania 's 
r igh t  to enforce  sta te  c r e d i t  sales laws as applied to an
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I l l i n o i s  corporation  operating a mail order business in  a l l  f i f t y  
states  and where a l l  orders were accepted in Chicago. In that 
case, the court performed a thorough and comprehensive analysis 
o f  a var ie ty  o f  c o n s t i tu t io n a l  issues and concluded that none o f  
the con s t i tu t ion a l  prov is ions  were v io la te d  by enforcement o f  
Pennsylvania' s laws.

The currently  accepted approach to Due Process Clause
l im ita t ion  challenges i s  one o f  in te res t  analysis  where the court 
focuses on whether a sta te  has s u f f i c i e n t  in te r e s t  " t o  j u s t i f y  
any exerc ise  o f  i t ' s  sovereignty in  connection with the trans­
act ion  and d isp u te . "  Id. at 42-43, ( c i t i n g  McGee v. 
International  Company, 353 U.S. 220 (1957)) emphasis in  o r ig in a l .  
The court further  noted in Alden that a r e la t i v e l y  low threshold 
o f  sta te  in te res t  i s  needed to j u s t i f y  j u r i s d i c t i o n .  Id. at 43.

In conclusion,  because Alaska has a substantial
in te re s t  in transactions involv ing  land or in te r e s t  o f  land 
within i t s  borders,  we b e l iev e  a court would f in d  that the 
exerc ise  o f  j u r i s d i c t i o n  through the proposed l e g i s l a t i o n  does 
not in te r fe r e  with an o u t - o f - s t a t e  defendant's  due process or 
other c o n s t i tu t io n a l  r igh ts .

Please f e e l  f ree  to c a l l  i f  we can be o f  addit ional

NCG:eer

c c :  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

a s s is ta n c e .

Attorney General

Senator John C. Sackett 
Senate Labor and Commerce 

Committee
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Connie Sipe
Assistant Attorney General 
Consumer Protect ion

J e f f  Bush 0
Assistant Attorney General 
Commercial



S H E F F I E L D
O V E R N O R

S t a t e  o  f  A  l a  s  k  a
□ FriCC OF T H E  CDVCRNOR 

J V  \ F. A  U

F e b r u a r y  9, 1 9 8 4

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

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

U n d e r  t h e  a u t h o r i t y  of  art.  Ill,  sec. 18, o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  w h i c h  a m e n d s  the 
A l a s k a  S e c u r i t i e s  A c t  (AS 45 .5 5)  by e x t e n d i n g  i t s  s c o p e  to 
i n c l u d e  o f f e r s  to 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
m i n i n g  r i g h t s  o n  l a n d  in the s t a t e ,  r e g a r d l e s s  o f  w h e r e
the o f f e r  o r  s a l e  o c c u r s .

T h e  b i l l  w a s  j o i n t l y  p r e p a r e d  b y  the 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  a n d  c o r p o r a t i o n s  of  the  D e p a r t m e n t  o f  C o m m e r c e  
a n d  E c o n o m i c  D e v e l o p m e n t  a n d  th e c o n s u m e r  p r o t e c t i o n  s e c ­
t i o n  o f  the  D e p a r t m e n t  o f  L a w  in  r e s p o n s e  to n u m e r o u s  c o m ­
p l a i n t s  o f  f r a u d u l e n t  o i l  a n d  g a s  l e a s e  s c h e m e s .  T h e s e

s c h e m e s  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  b y  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  w h o  a c q u i r e  a n  i n t e r e s t  in  o i l  o r  g a s  
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  the D e p a r t m e n t  of  N a t u r a l  
R e s o u r c e s  o r  th e f e d e r a l  B u r e a u  o f  L a n d  M a n a g e m e n t .

T h e  l e a s e  t r a c t s  t h o 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  to 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 ]  r e s o u r c e s .  
H o w e v e r ,  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
p h o n e  s a l e s  a n d  m e d i a  a d v e r t i s i n g  a i m e d  a t  w o u l d - b e  i n v e s ­
t o r s  in the l o w e r  48 s t a t e s ,  p r o m i s i n g  t h e m  h i g h  r e t u r n s  
if th ey  •' .nvest" in a p o r t i o n  o f  o n e  o f  t h e s e  A l a s k a n  o i l  
o r  g a s  l e a s e s .  T h e  o f f e r i r 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  h a v e  e x p e r t i s e  in  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  d e v e l o p m e n t .  W h a t  is p a r t i c u l a r l y  o f f e n s i v e  to 
o u r  s t a t e  is 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  u s e  n a m e s  

s u c h  as  " A l a s k a  O i l  a n d  G a s  E x p l o r a t i o n "  o r  " A l a s k a  P e t r o ­
l e u m  I n v e s t m e n t s , " a n d  s e t  up  e m p t y  " 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  of  t h e  A l a s k a  S e c u ­
r i t i e s  A c t  to t h e s e  b u s i n e s s  f i r m s  e v e n  if 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  or  to  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  of 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  to 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  to 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  to 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  c o m p a n i e s  
e n g a g e d  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  
a s  t h e y  a r e  a l r e a d y  e x e m p t e 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  b y  A S  4 5 . 5 5 . 1 4 0 ( b ) (17).

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  as 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  the 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  to 
p r e v e n t  f u r t h e r  d a m a g e  t o  th 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 ,  of  A l a s k a .

Q l nr»n>*rt 1 \r

B i l l  Sheffield 
G o v e r n o r
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 

FISCAL NOTE

Revision Date: January 18, 1984

REQUEST F ISCAL DETAIL

Bill/fie-frfrTatron-No.: S . S  S '3, i—- Agency Affected: Cnnnerce and Economic Development
Title: An act arcendinn the Alaska Program Category Aftectc-d: Consumer Protection

Securities Act.____________________________________________________________ __________________
Sponsor: Rules Committee____________BRIJ, Program or S ub p ro g ra m !s ) Affected:

Requestor; Governor Sheffield  Bankino, Securities and Corporations

Date of Request: 1/13/84___________________________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 8b FY 87 FY 88 FY 89

O P E F \TING

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

AOO SUPPLIES 1 . 0 1 . 1 1 .2 1.3 1.4 1.6
500 EQUIPMENT 5.0
600 U N O  & STRUCTURES

700 CRANTS, CLAIMS

300 MISCELLANEOUS

TOTAL OPERATING 6 6 . 1 64.3 67.6 71.1 74'. 7 /8.5

I CAPITAL - 0 - - U - - 0 - - 0 - - 0  - - 0  -

I REVENUE - 0  - - 0 - - 0 - - 0 - - o  -

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 6 b .  1 64.3 67.6 71.1 74.7 78.5

POSITIONS:

[f u l l - t i m e 2 . 0 2 . 0 2 . 0 2 . 0 2 . 0 2 . 0

(PART-TIME

.'t e m p o r a r y

SOURCE OF FUNDS TO OFFSE T FISCAL IMPACT OF BILL:

A N A L Y S I S : Attach^a. separate,pane'for analysis

_  ^  f /,'«*_•'*5Mi
Prepared By: W i l l is F. Kirkpatrick, Hi rector Phone: 465-2581

Division: Banking, S ec uritie s / Siijajl Loans and Date: ~ \ /  Li/;i4
Corporations t < Y  • \>  l e i

Approved by Commissioner: Ridhard A. Lyon Date:

Agency: Commerce and Economic lie opinen._______

Distribution (by Ag ency preparing fiscal note):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Man ag em ent  and Budget
Impacted Agency(ies) 12/1/83

7 ^ Y -



ippRpy pISAPPFORM 12 PACE/LINEDARG. UNIT

6GU
ELECTION DISTRICTLOCATION

AWA

FOR ll&H USE ONLY 

<<A KEY NUMBER

I'OSI I ION HUE
Business Registration Examiner

2.
' TYPE OF POSITION STAFF MONTHS 

12
RP NUMBER PCN NUMBER

3. tJNIINUAIION LEVEL | j ADD TION 1 ;

lYPt OF lAPtNUI lUlit AlluUIlt

1 7 3

PERSOI AL SERVICES

23.75. Salarj

6. Benef i ts 3. y
7. Supplemental Benefits rrb

8. Fixed Benefits U. J

29.49. 101AL PERSONAL SERVICES 01

10. Travel 02 - U -

11. Contractua1 03 - U -

12. Convnodi ties 0<t ' U.b

13. Equi pment * 05 2.5

I<t. Other - U -

IS. TOTAL COST 32.4

RANCE/S1LP

12A

UIU PRIORITY

JUST IFICAII ON

Position will be necessary if legislation passes requiri 

the Securities Section to undertake securities r eg i s t r a­

tion of oil and gas lease sales programs. The current 

substantially increased workload has stretched the exami 

ing/enforcement staff 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 e n f o r c e­

ment duties imposed by the proposed legislation.

The equipment expense of $2.5 will be used for purchase 

a desk, positions, typewriter, chair and desk calculator

RECEIPT CODE FUNDING SOURCE

Federal Receipts 1002

G.F. Match

Ceneral Funds

I-A Receipts

Program Receipts 

Other

1020

ng

n-

of

Commerce & Economic Development
AGENCY_____________________________________  1-----------

Consumer Protection
PROGRAM_____________________  . . . --------------------------------------------

Banking, Securities & Corporations
BRL) ____________________________________________________

Financial Institutions 
component _______________

pagp 1 of I 
Revised onto

Nl
OULST FOR 
W POSITION
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;Amtw.FORH 12 PACE/LI IICRAIICE/SIEP

ELECTION DISTRICTSTAFF MONTHS RP NUMBER PCN NUMBER LOCATION

AWA

AMOUNT

Position will be necessary if legislation passes requiring 

the Securities Section to undertake securities regis tr a­
tion of oil and gas lease sales programs. These r e g­

istrations will result in increased filings as well as 

substantial efforts in compliance and enforcement a c t i v i­

ties. The current substantially increased wo rk lo ad  has 

stretched the examining/enforcement staff to the limit 

with a considerable percentage of the securities e x a m i­

ners' time devoted to nonprofessional clerical functions. 

The additional clerical support will free up the p r o­

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

Fixed Benefits

101AL PERSONAL SERVICES

Com,nodi ties

Equipment

IOIAL COSI

FUND INC SOURCE

Federal Receipts 1002

C.F. Match

Cencral Fund 

l-A Receipts

FOR BSM USE 0 ILY 

A KEY NUMBER

r
\ 3 REQUEST FOR 

NEW POSITION

ACf c' CY.

PROGRAM.

Commerce & Economic Development 

Consumer Protection

ii. ii

BRU.

COMPONENT.

Banking, Securities & Corporations 

Financial Institutions

page 1 of 'I
Rrvkori n.itn



FISCAL NOTEr ^ .5 ^
Re vi s io n Date:

R E Q U E S T  

Bill/ Resul u L Toi r NTr:: ^ /3 > -
FISCAL DETAIL

A g e n c y  A ff ec te d:  Oopartr.ent of Law

Title: "An Act amending the A l aska P r o g r a m  C a t e g o r y  Affected: 

Securities Act." O e n ernl Government
Sponsor: Sen. Rnles/bv reo. of Gov. BRU, P r o g r a m  or  S u b p r o g r a m ! s ) 

Requestor: Governor's Office - QMS I.enl Services Operations 

Date of  R eq ue st :________________________  _______________________________________

Affected:

E X PE N D I T U R E S / R E V E N U E S :  ( Th ousands of Dollars)

FY 84 FY 85 FY 86 FY 87 FY 88 I FY 89

O P E R A T I N G

ICO PERSOtiAL SERVICES 1

2C0 TRAVEL 8.0 8 . 5 9.0 9.5 | 10.i

300 CONTRACTUAL 39.2 41.6 44.0 46.6 I 49.4

,00 SUPPLIES 1

500 EQUIPMENT 1

600 LAND 4 STRUCTURES 1

700 CRANTS, CLAIMS 1

:00 MISCELLANEOUS 1

TO T AL  O P E R A T I N G -0- A 7.2 50.1 53.0 56.1 | 59.5

C AP I TA L | I | 1 1

R EV ENU E

FUNDING: ( T ho us an ds  of Dollars)

GENERAL Fl'ND - 0 - 4 7 . 2 50. 1 5 3 . 0 5 6 . 1  | 5 9 . 5

FEDERAL FUNDS 1

OTHER I

TOTAL 1

POSITIONS:

FULL-1IME - 0 - - 0 - - 0 - - 0 - - 0 -  | - 0 -

PART-TIME I

TEMPORARY . . . . I

S OU RC E OF F U N D S  TO  O F F S E T  F IS CA L IMPACT OF BILL:

Not sp ec i fi ed  by sponsor.

A N A L Y S I S : Attach, a ,separatc)page fo r a n a ly s is

I N k U —oL . HLAvAr- 
Pr ep ar ed  By: Ric ha rd  I. PcRiicftj Director________

Division: A<1111 i 11 i s f. r a t i  v<” S o r u  i r
A p o r o v e d  by C om m is si on er : W;-jYm c. Onrsnol 

Agency: Pen nr trine nt of Law

Phone:

Date:

Date:

A65-3672

D i s t r i b u t i o n  (by A g e n c y  p r e p a r i n g  fiscal note): 

L e g i s l a t i v e  Fin an ce  

L e g i s l a t i v e  S p o n s o r  

R e q u e s t o r

O f fic e of  M a n a g e m e n t  and B u d g e t  ___
Im pa ct ed  A n e n c v ( i e s )  *-



F isca l  Note 
Analysis

J a n u a r y  24 , 1 9 3 k

This b i l l  amends the s t a t e ' s  e x i s t i n g  s e c u r i t i e s  laws to 
strengthen the s t a t e ' s  law enforcement j u r i s d i c t i o n  over 
s e c u r i t i e s  o f f e r in g s  made in other s t a t e s ,  where the underlying 
"va lu e"  o f  the secu r ity  i s  a (non-com petit ive )  o i l ,  gas or 
mineral lease  on Alaska land. Sales o f  specu la t ive  investments 
in such leases  are already regulated  " s e c u r i t y "  tra n sa ct ion s ,  but 
A laska 's  current law does not allow7 the s ta te  to requ ire  
r e g i s t r a t i o n ,  or to take enforcement a c t io n  against s e l l e r s  who 
se t  up o f f i c e s  outs ide  Alaska but who market Alaskan leases  as 
s e c u r i t i e s ,  usually  only to non-Alaskans.

These sa les  arc o f ten  fraught with misrepresentations  about 
the value o f  the Alaskan o i l  or gas le a s e ,  or the true cos t  o f  
exp lor in g  and developing production on the lease  land. Investors  
in other s ta tes  pay up to $1,000 an acre f o r  s ta te  and fed era l  
lease  lands a v a i la b le  ov er - th e -cou n ter  in Alaska f o r  $1.00 an 
acre ,  in hopes o f  s t r ik in g  i t  r i c h ,  in l in e  with the promoters'  
glowing promises.

These s a le s ,  and the subsequent lo s se s  o f  $6,000, $10,000, 
even $20,000 to each o f  thousands o f  o u t - o f - s t a t e  in v e s to rs ,  are 
very  damaging to A laska 's  commercial and investment image. 
Moreover, the subdividing in to  smaller parce ls  o f  these 640 acre 
leases  may w ell  de feat  the underlying purpose o f  the sta te  and 
fe d e ra l  exp loratory  (non-com petit ive)  leas ing  program.

Enactment o f  th is  b i l l  w i l l  require  the attorney  general to 
provide a d d it ion a l  lega l  support f o r  research ,  advice  and 
enforcement ac t ion  in the cou rts ,  as requested by the D iv is ion ;  
o f  Banking and S e c u r i t i e s .  As most o f  the o f fen d in g  companies 
are loca ted  outs ide  Alaska, lawsuits to obtain  in ju n ct ion s  
aga inst  them w i l l  require  substan t ia l  o u t - o f - s t a t e  trave l  funds 
to  take depos it ion s  and interview  w itnesses ,  as w ell  as funds to 
conduct those d ep os it ion s  and in terv iew s .

I t  i s  expected that ,  at a minimum, f i v e  tr ip s  outs ide  Alaska 
w i l l  be necessary to  en force  r e g i s t r a t i o n  o f  sa les  Alaskan o i l ,  
gas or mineral leases outs ide  Alaska. I t  w i l l  a lso  be necessary 
to h ire  court reporters  in order to take d ep os it ion s  and to h ire  
ou ts ide  counsel to f i l e  i c t io n s  in j u r i s d i c t i o n s  ou ts ide  the 
s t a t e .

Out - o f  - s t a t e V n v e 1
b t r ip s  X v'3'00 a i r  fare  = $4,000

5 X 10 days X $30 per day = $4 ,000

T ota l  t ra v e l  & per diem -  $8,000



Contractual
Court r e p o r te r  s e rv ices

6 h rs .  X $80 X 40 days = $19,200

Outside counsel 4 occurrences
X $5 ,000 $20 ,000

Total  $39,200

TOTAL COSTS . . • $47,200

Costs beyond FY 84 inc lude  a 67, annual i n f l a t i o n  fa c t o r .
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The in form ation contained herein has been com piled from  sources deemed to be re liable and, while not guaranteed, is believed to bo factual and 
accurate. It is no t intended to recommend o r deprecate, and is turm shed sole ly to assist you in exercising your own judgm ent.

THIS REPORT IS NOT TO BE USED FOR SALES OR PROMOTIONAL PURPOSES.

FEDERAL LAND-GENERAL

The U n ited States Government leases the oil and gas rights on some lands it owns 

or controls. T he leasing is administered by the Department of the Interior 

through the Bureau of Land Management (BLM). There are two basic types of leasing 

programs, competitive and noncompetitive.

Competitive leases are issued for federal lands w i t h i n  the known geologic 

structure of a producing oil and gas field. These leases are issued to the 

qualified applicant who offers the highest bid. M a n y  bids are in the millions of 

dollars.

Most federal oil and gas leases are offered through noncompetitive leasing either * 

by "lottery" or an "over-the-counter" procedure. These leases are for lands wh i c h  

contain no known deposits of oil or gas.

The lottery s y stem was suspended indefinitely on October 12, 1983 because some 

land was mistakenly offered for lease by "lottery", even though it was located 

within known petr o l e u m  reserves. Due to personnel shortages and improper 

procedures, the U.S. Interior Department temporarily suspended the lottery 

program until the discrepancies and administrative problems could be corrected.

Noncompetitive over-the-counter lease offerings, however, are still available for 

land in some states, and m ay be obtained by any United States citizen, 21 years 

of age or older, or m ay be issued to a legal guardian or trustee in behalf of a 

minor. Associations of ci; izens and corporations organized under United States 

law may also qualify, and private citizens may file jointly w i t h  other private 
c i t i z e n s .

Applicants may file an application available from any Bureau of Land Management 

filing office along w i t h  a nonrefundable filing fee of $75 and $1 per acre for 

the first y e a r’s advance rental. If the applic a t i o n  is unsuccessful, the rental, 
not the filing fee, is refunded.

Lands offered for noncompetitive over-the-counter leasing are not preparcelized; 

that is, the applicant is responsible for defi n i n g  the legal boundaries of the 

land desired.
*

In Alaska, no person, group, partnership or corporation may hold under lease or 

option more than 600,000 acres: 300,000 in the Nort h e r n  Leasing District and 

300,000 in the Southern Leasing District (excluding leases held in the National 

Petroleum R e s e r v e - A l a s k a ) . In other states, no p e r s o n  or entity can hold more 

than 246,000 acres of federal oil and gas leases in a ny one state at any one 

time. /more



With ove r - t h e - c o u n t e r  \  ases, after the initial l e a ^  g period, any unleased 

lands remain open to the filing of applications. L eases are granted on a first 

come, first served basis, and are issued for a 10-year period or for as long as 

oil and gas is produced in p aying quantities. Interest in the leases m a y  be 

assigned to another party upon approval of the Bureau of Land Management.
I

Most lands a v ailable over the counter have never been leased before. Before 

suspension of the lottery, over-the-counter leases given up by the lessee were 

usually made available for re-leasing under the lottery system.

FEDERAL LA N D  IN A L A S K A

Under the d i rection of the former Secretary of the Interior, James G. Watt, the 

Bureau of Lan d  M a n a gement opened certain federal lands in A l aska to settlement 

and various types of m i n e r a l  activity such as oil and gas leasing. The program 

began in February 1982 w i t h  the opening of lands in the Minchumina block. 

Additional blocks of federal land have bee n  m a d e  in Denali, and other areas. At 

this writing, a p p r oximately 7 1/2 m i l l i o n  acres are available for leasing and 

less than 2 m i l l i o n  acres have a l r eady bee n  leased. In coming years approximately 

2 m i l l i o n  more acres per y e a r  wil l  be available for leasing.

M i n i m u m  acreage allowed for filing an individual n oncompetitive lease application 

is 640 acres, and the m a x i m u m  allowable in any one a pplication is 10,240 acres. 

Only one application per 640 acre section may be filed by any one citizen, group 

of citizens, p artnership or corporation.

The vast m a j o r i t y  of leases are not marketable and are of little or no interest 

to oil and gas developers. These lands b ecame available only after Alaskan 

natives were given 44 millions acres of land w h i c h  they had legal claims to, and 

the State of Alaska was given 104 million acres of land of its own choosing. And 

uf course for land to be available under the noncompetitive federal leasing 

system, it may not contain any k n o w n  oil or gas reserves.

STATE LAND IN A L A S K A

Since Alaska gained statehood in 1959, it has offered state lands for lease. The 

leases are only offered on a competitivj, sealed bid basis through the Alaska 

Department of Natural Resources, Division of Minerals and Energy Management 

(DMEM) in Anchorage.

Leases are offered at least twice a year, and companies or individuals must 

qualify with D M E M  in order to participate. (Corporations must also be certified 

by the Alaska Department of Commerce and Economic Development, Corporation 

Section, Pouch D, Juneau, Alaska 99811.) Fuither information on leasing is 

available from DMEM.

Participants pay 20% of their bid, up front. This amount, plus any interest 

accrued, is refunded if no lease is obtained. La n d  is not p r e p a r c e l i z e d . In the 

past five years, m o s t  leases have contained a p p r oximately 5,000 acres. Annual 

rental fees range from $1.00 to $3.00 per acre, and leases are issued for 7 to 10 

years. Leaseholders m ay be required to drill on their lease within a specified 

period of time or forfeit it. The expense of dr-' ling in Alaska is enormous, 
generally costing hundreds of millions of dollars.

/more



FILING A ND ADVI S O R Y  SER\_CES

Before the federal lottery system was suspended, numerous companies offering 

filing ana advisory services to those interested in applying for parcels under 

the federal noncompetitive oil and gas lottery s y s t e m  sprang up. The salespersons 

of m a n y  of these companies sold by high pressure telephone pitches using false, 

m i s l e a d i n g  and exaggerated claims. They charged clients exhorbitant fees, above 

the $75 per application BLM fee, to file for their clients on what they claimed 

were the more promising parcels. Three filings for $900.00 or 30 filings for 

$9,000.00, or more, were charged. The p r e mium was for the supposed expertise of a 

geologist picking the lease to file on. Some firms falsified the background and 

extent of wo r k  done for the company by geologists on their staff. In some cases a 

geologist didn't even exist.

In m a n y  instances, the chances 'f actually "winning" a lease were also 

misrepresented. M a n y  filing services claimed or implied their customers commonly 

acquired leases. The more money the filing services collected from clients, the 

smaller each client's chances wer e  of actually getting a lease. In one case 

investigated by the Federal Trade Commission out of 42,000 filings for customers 

only 70 leases wer e  obtained.

The v a l u e  of the leases was also misrepresented. The vast majority of 

n oncompetitive leases have little or no market value and are of no interest to 

oil or gas developers. In order to be even offered in the lottery the land could 

not c o n tain any known oil or gas resources. Customers were given worthless 

guarantees they would be paid $20,000 or more for any lease acquired through the 
filing/advisory service.

Federal and state authorities have brought numerous actions against these 

a dvi s o r y  services. At least eleven state securities commissions ruled that such 

filing programs offered by some companies were securities and as such, had to 

comply with state registration and anti-fraud statutes. This means that filing 

services had to register with these state securities commissions and had to 

disclose to clients the risks involved and the use of customer funds or they 

could not legally do business in these states. Cease and desist orders issued by 

the State of Florida closed down 41 Florida filing services based on findings 

that the companies were making misrepresentations to customers and offering 

u n registered securities, more particularly unregistered investment contracts.

COMPANIES SELLING ALASKAN LEASES

A  number of companies that have obtained, or claimed to have obtained leases on 

state or federal lands, particularly those in the Denali or Minchumina areas of 

Alaska, are contacting consumers and m aking exaggerated claims and promises and 

guarantees of dubious value regarding the value of leases. The companies offer to 

assign a leased area (usually 40 acres in size) to the consumer for thousands of 

d o l l a r s .

As happened wi t h  the filing services, companies may claim their geologist has 

selected some of the more promising areas. Don't be impressed by the stated

credentials of such geologists. Some firms continue to falsify the backgrounds

and extent of w o r k  done for the company by geologists on their staff. And in some
cases, a geologist may not even exist.

/more



M isleading statements \  a not uncommon. For example, \ .lespersons m a y  compare 

land located in the D e nali bl o c k  to land in the oil and gas producing Prudhoe Bay 

Field suggesting that it is just as promising. But Prudhoe Bay is located some 

500-600 mi l e s  n o r t h  of Denali and is separated by three major mountain ranges. It 

is of an enti r e l y  different geologic structure from the Denali area. Sometimes 

favorable statements are made about land in the Copper River Basin, south of 

Denali. However, there is currently no oil or gas production in the Copper River 

Basin.

Salespeople may also c l a m  the available leased land is located near the Alaskan 

pipeline. In some cases this m a y  be true. However, there are no tie-ins to al l o w  

introduction of any resources into the pipeline. Even if a major oil and gas find 

occured, tie-ins could be mad e  only after environmental impact studies and other 

procedures that wo u l d  take years.

Consumers m a y  be told that they have an "equal chance to compete with the major 

oil companies." A l t h o u g h  this land is equally available to the oil companies for 

leasing, no ma j o r  oil companies hold any producing leases in the Denali and 

Minchumina areas.

Many companies a re including in their promotional literature a map of Alaska 

reprinted from National Geographic Magazine without its permission. Others have 

used a picture of Alaska's governor, again w i t hout permission to do so.

The federal or state government does not guarantee access across private lands to 

leased tracts. Persons should realize that production costs for extracting 

resources range into the hundreds of millions of dollars. At this time there is 

no production, no permits for seismic testing, or no exploration currently going 

on in the Denali block. The terrain of the D enali bl o c k  is generally mountainous 

and glacial with elevations generally in excess of 3,500 feet to 6,000 feet. Some 

of the leased land is literally located on mount a i n  tops.

The M i n c humina b l o c k  also contains no known oil and gas basins. There are few 

permanent; residents, and the western portion of the tract is steep bald-topped

mountains stretching into sparsely covered foothills. The remainder of the area

is marshy tundra. Soils are underlain by permafrost.

OTHER SCAMS

Federal and state land in several other states is also available for leasing. 

Similar misrepresentations and misleading statements are being made for these 

leases too.

A  typical scheme usually involves a "front" telephone call made to a prospective 

customer. The salesperson makes misleading projections of enormous profits to be 

made by investing in the seller's lease. Those called may even be falsely told 

that the sellers are approved by or agents for the Bureau of Land Management or 

the state leasing agency; the seller has eliminated the risk for the client and 

can guarantee a valuable lease because of the company's expertise, etc.

Sales literature is mailed to the prospective investor. It usually contains

worthless guarantees and misleading information. Its receipt is followed by a

"drive" call made for the purpose of closing the sale. Further false, exaggerated 

and misleading statements are made and the prospective investor is pressured into 

making a quick decision. If a person is not interested, it's not unusual for the 

salesperson to belittle his/her intelligence or otherwise insult the victim. 
Sellers are persistent and refuse to take "no" for an answer.

/more



A  ’’singer" m ay be usei£~.o provide false testimonials^"" jr the sellers, and to 

advise prospective clients that he or she has used the services of the company 

and ma d e  lots of money. The "singer" is actually an agent of the salesperson and

is p a i d  a percentage of the salesperson's commission for false testimonials if a

sale results from the use of the "singer's" services.

Sometimes several customers are sold the same parcel of land. In some cases the

company doesn't even hold the lease it is supposedly assigning to the customer. 

If an initial contract is sold, the company m ay contact the v ictim again, trying 

to get him or her to purchase additional contracts.

It. ne variation of the scam, the company obtains the names and telephone numbers 

of persons who have dealt with a filing/advisory service and have not "won" a 

lease in the lottery system. The company calls these persons and tells them that 

their names were submitted to a "losers' lottery", and they have "won" a lease. 

In order to hold their lease, they mu s t  send several thousand dollars to the 

company, its bank, or perhaps to an affiliated company.

— — -  - — —

TAX CLAIMS FOR LEASES ON FEDERAL LANDS

A c cording to the U.S. Internal Revenue Service, if a lease is obtained, the fees 

are not deductible expenses, but must be capitalized by the applicant as part of 

the cost of acquisition of the leases acquired and may be recoverable through 

depletion.

If no lease is acquired, expenses spent in connection with the attempted 

acquisition of an oil and gas lease are deductible if the taxpayer itemizes 

deductions. While a filing fee may be 100% deductible if no lease is obtained, 

consumers should realize that this does not mea n  they will get back from the IRS 

100% of the fees paid. It does mean that in computing one's taxes, itemized 

deductions totaling more than the standard deduction allowed are subtracted from 

one's adjusted gross income before the federal tax is computed.

Fees may include charges for sales commissions, geological advice, filing service 

fees, etc., as well as actual filing ce e s . For further information on the 

deductibility of these fees, a. ".her tax advice, persons should contact an 

accountant, a tax attorney, or t' i'rnal Revenue Service.

SUMMARY

9

Individuals should realize that obtaining a lease is no guarantee that any profit 

will be forthcoming. Anyone approached by a company implying that one can profit 

from investing in a lease should ask the company way it is not interested in 

holding on to the lease if it is so valuable. Ask for written information and 

don't be rushed into investing.

If the leased land is state land in Alaska, consumers should determine from the 

soliciting company the Alaska Division Land (ADL) number for the lease and then 

contact the Alaska Department of Natural Resources, Division of Mineral and 

Energy Management, Lease Enforcement, Pouch 7-034, Anchorage, AK 99510, 

(907)265-4186 to determine where the lease is located, if it is a valid lease, 

who owns it, if it can be assigned, etc. Contact the state agency having 

jurisdiction if the land is located in another state.

For more information on federal land leases contact an office of the Bureau of 

Land Management, a list of which follows on page 7.

/ m o r e



Check credentials and V rerences of the company, and iOse it holds out to be 

experts. A sk for the names and addresses of several satisfied customers. Get the

name, address, and telephone numbers of the company's geologist. Find out if the

geologist is a qualified petroleum geologist; ask if seismic testing has been 

done on the land, and if the geologist provides the same recommendation to any 

other companies. A s k  the geologist if investing in the lease is a sound 
investment, in the geologist's opinion.

Ask the local Better Business Bureau for a report on the company. Before making

an investment, consult y o u  state securities commission to see if any legal 

actions have been taken against the soliciting company or its principal officers. 

Also determine from your securities commission whether or not the company is 

required to register its offering, and if it is, find out if it has done so. It's 

also wise to check with the securities commission of the state where the leases 

are located, and the consumer protection division of your state attorney 

general's office. It's worth v  ending a few extra dollars investigating the 

background of the company before sending several thousand dollars to an unknown 

firm.

If you have a complaint against a company that has offered you an oil and gas 

lease, you may wis h  to write to your Better Business Bureau, your state 

securities commission, and the Federal Trade Commission, Room 272H, Washington, 

D.C. 20580, Attn: Ruth Fitzpatrick.

This report is based on information available to the Council.

January 5, 1984

Joyce C. Hedgepath 

Industry Standards Division
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STATE OFFICES 

U.S. DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT

STATE OR AREA OF JURISDICTION 

Alaska

Arizona

California

Arkansas, Iowa, Louisiana,

Minnesota and Missouri plus 

States east of the Mississippi River

Idaho

Montana, South Dakota, and 

North Dakota

Nevada

New Mexico, Oklahoma and Texas

Oregon and Washington

Utah

Wyoming, Kansas, and Nebraska

OFFICE

Alaska State Office 

P.O. Box 13 
Anchcrage, AK 99513

Arizona State Office 
2400 Valley Bank Center 

Phoenix, AZ 85073

California State Office 
Federal Building 

2800 Cottage Way 
Sacramento, CA 95825

Eastern States Office 

350 South Pickett Street 

Alexandria, VA 22304

Idaho State Office 

3380 American Terrace 
Boise, ID 83706

Montana State Office 

222 North 32nd Street 
P.O. Box 30157 
Billings, MT 59107

Nevada State Office 

Federal Building 
300 Booth Street 
Reno, NV 89509

New Mexico State Office 
U.S. Post Off. & Federal Bldg. 

P.O. Box 1449 

Santa Fe, NM 8750T

Oregon State Office 

825 N.E. Multnomah Street 
P.O. Box 2965 
Portland, OR 97208

Utah State Office 
University Club Building 

136 East South Temple 
Salt Lake City, UT 84111

Wyoming State Office 
2515 Warren Avenue 

P.O. Box 1828 

Cheyenne, WY 82001



OIL AND GAS LEASE SOLICITATIONS

In order to assit us iC developing data about oil and gaC"_ease offerings, we ask 
that you complete and return this questionnaire. (For your information, a general 

report entitled "Government Oil & Gas Leases" is attached.) Thank you for your 
h e l p . ►

FEEL FREE TO USE THE BACK OF THIS QUESTIONNAIRE FOR ADDITIONAL COMMENTS YOU MAY 
HAVE.

3etter Business Bureau

CONSUMER: Name

Address

City___________________________________________________ State/Zip

Telephone No.:__ Business________________________________ Home

SOLICITING COMPANY: Name_

Address:

City____________________________________________________State/Zip

Telephone Salesperson's name

Were you solicited at home or business? (circle)

When (dates)_________ ___________________________________________

From what source did the solicitor get your name?

SALES PRESENTATION:

Exactly where is the lease being offered located?

What is the $ cash outlay requested?________ How many acres does this include?__________

Was a promissory note involved in financing? Yes/No.(circle one) If so, give details.

Where are you to send your money?

PROFITABILITY: ACCORDING TO THE SALESPERSON:

How much money would you be likely to make from tuis lease? 

What is the likelihood of making this amount?_________________

/more
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How soon will you hear from an interested oil and gas company or other investor 

wanting to purchase your mineral leasing rights?_______________________________________

Is the company registered with any regulatory agencies (e.g., state securities 

commission)? _________________________________________________________________________

Have any legal actions been taken by any government agencies against the company? 
If so, w'nere?______________________________________________________________________________________

What kind of expertise in oil or geology does the company have?_______________________

What are the geologist's credentials?

What banking or other references were given?

Have you checked them out?

What are the tax advantages of this deal?

Have you checked them out?

What were you told about the salesperson's commission?

What percentage of this firm s customers have actually made money from thei. .eases?

Did the promotional literature include prints of news articles? Yes/No (circle one). 
If yes, please attach.

TRANSACTION: Have you purchased from this company?  If so, what date?______________

How many acres? What was the total cash outlay in dollars?________ Have you received

written confirmation that the lease has been assigned to you? Explain______________

What other representations have been made by the company?

CUST O M E R :

Have you contacted your state securities commission to determine if this company is

required to be registered with the state? If so, was the company registered to

do business in your state?__________________________  _ _ _ _ ______________________________

Have you contacted the securities commission located in the state where the lease 
is located? Was the company registered?______

/more



Have you also contacted your state's consumer protection office (usually a division 
of the attorney general's office)?______

If an Alaskan STATE lease was offered, were you given its Alaskan Division Land

(ADL) number? Have you contacted the Alaskan Department of Natural Resources,

Division of Minerals and Energy Management, Lease Enforcement, Pouch 7-034, 
Anchorage, AK 99510 to determine where the lease is located, if it is valid, who 
owns it, if it can be assigned, etc.?______

If you have a complaint concerning this company, please set forth the details 
including the resolution you desire.

According to the Bureau of Land Management, none of the land available for leasing 
through noncompetitive leasing has any known oil, gas or mineral deposits. 

Individuals should be wary of offers sounding too good to be true. Individuals 

wishing to lease federal land may wish to contact the U.S. Bureau of Land 

Management.

Please return this Solicited Person Questionnaire to the Better Business Bureau 

(address is on page one). We thank you for both the information you have supplied 
and the time you have taken to complete this questionnaire. If you have a complaint 

against the soliciting company, you may also wish to send a copy of this three-page 
questionnaire to your state securities commission and the Federal Trade Commission, 

Room 272 H, Washington, D.C. 20580, Attention: Ruth Fitzpatrick.
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Oil scheme 
uses photo 
of governor
By ANN CONY »
Daily News Business reporter

Companies of dubious re­
pute are usin£ a photograph 
o f Gov. B i l l Sheffie ld  in b ro ­
chures touting A laska o il and 
gas lease investments state 
investigator* describe as a 
rip -off. I  .

The color/ portra it o f the 
governor —jrep le te with the 
stars and stj-ipes in the back­
ground — gets prom inent play- 
on the fin i. page inside the 
brochure, rfext to the sa lu ta­
tion, “ Welcome to A laska . . . 
Land o f Opportunity ."

"We want to in form  the 
public thrjt these implied en- 
dofsemen'jb are erroneous and 
un au th o rized ,"  sa id  L a rry  
C arro ll, cnief securities exam­
iner in t'Je D ivision o f B ank­
ing and /S ecu ritie s . "T he re  
may be jis many as 30 compa-. 
nies using it / '

Carrtdl said his office is 
Investigating the companies, 
their questionable investment 
offerings and their use o f the 
governor's photo. He asked 
tin t any A laskans who i*e- 
ceivv the brochure contact his 
division.The governor is not pleased 
abou the unauthorized use o f 
his j lcture, according to his 
depu;y press secretary, John 
Gree y." I  ce rta in ly  is m is lead ­
ing,' O ree ly said. "The gover­
nor d ies not lend his endorse­
m ent'to any commercial en­
terprise, especially one o f this 
nature."• C a r ro ll said companies 
using the brochure o ffe r to 
sell o il and gas leases they’ve 
bought in the federa l Bureau 
o f Land Management's (BLM)! 
noncom petitive  leasing o f 
A laska lands that have no 
known o i l and gas potential. 
The companies purchase the 
leases fo r  $1 an acre, then se ll 
them to unwitting investors 
fo r  $100 to $300 an acre. , .<*

C & f f\

Typ ica lly , the sales pitch 
grossly overstates the poten­
tia l va lue o f the leases, Car­
ro ll said. Sales people neglect 
to say that the m a jo r o il 
companies — which are sup­
posedly going to snap up the 
leases fo r development, p ro­
viding a tidy p ro fit fo r  the 
investor — have equal oppor­
tunities to buy into the area; 
fo r $1 an acre when the lands 
are opened fo r leasing by the 
BLM . i ■

• *. ( I
The investment companies 

using the offending brochure 
appear to be avoiding A laska 
in the ir telephone and mail 
solicitations, but state o f f i ­
c ia ls  a re  concerned abou t 
investors in other states as 
well as the potential trashing 
o f A laska ’s image.

“ We're getting ca lls from  
people a ll over the country 
who are uninformed but want 
to get in on the bottom level 
o f the g rea t A la s k a  o i l 
bcom ," said C arro ll. Some, he 
added, are borrow ing money 
to do it.

S ta te  en forcem ent pow er 
under A laska securities laws 
is lim ited, pa rticu la rly  i f  the 
offending company is not so­
liciting A laska investors, Car­
ro ll said.

Nevertheless, the D ivision 
o f Banking and Securities has 
issued "cease and desist" o r­
ders against several compa­
nies that have o ffe red oil- 
related investments to A las­
kans, usually on the grounds 
that the companies and their 
offerings are not registered 
under state securiti's laws.

The division issued cease 
and desist ordeYs last F riday 
against Pacific Basin E xp lo ra ­
tion Inc. o f Marina del Rey, 
C a lif., and Un iversa l E xp lo ra ­
tion Inc. o f Newport Beach, 
Calif.

Pacific Basin was selling 
interests in o il leases In Utah, 
according to state o ffic ia ls . 
UnivL»sal Exp lo ration  adver­
tised in the Juneau Empire, 
o ffe ring tiie sale o f interests 
in unidentified o il w e lls that 
would give investors tax shel­
ters and "v e ry  high return 
and fast payback" on a m ini-

^  ot, j [ J r \

The state in October filed 
su it aga inst A la s k a  Land  
Leasing Inc. o f Malibu, charg­
ing that the firm  used fraudu­
lent sales practices in so lic it­
ing buyers fo r interests in o il 
and gas leases. The state is 
asking the court to prohibit 
the company from  making its 
pitch in A laska and from  se ll­
ing interests in A laska leases 
to out-of-state investors.

The D ivision o f Banking 
and Securities has filed  cease 
and desist o rd e rs  against 
A la skaq  O il D eve lopm en t 
Corp. o f A rlington Heights,
111., its parent company, Fed­
e ra l P roperty Record Inc., and 
G overnm en t O i l and Gas 
Lease Program  Inc. o f H a llan ­
dale, F la . The la tte r company 
is one o f many that has o f­
fered to file  the investor’s 
name in the BLM's lease-by- 
lo tte ry  program , fo r  a lleged ly 
exhorbitant fees.

The FB I has joined investi­
gations o f o il lease invest­
ment companies, includ ing 
one called North American 
Resources Corp., which has 
made sales solicitations from  
F lo rida instructing investors 
to send checks to a rented 
office in Anchorage.

C a rro ll said the latest ih 
alleged o il scams here was 
reported recently by a woman 
in Wasilla who received a ca ll 
from  a F lo r id a  company 
ca lled  A la sk a  Leasing . A 
salesman to ld her she was a 
lucky w inner in the BLM 
lease lo tte ry  program , which 
was recently suspended by 
the Department o f In terior. 
The salesman said his compa­
ny had been designated to 
handled the lo tte ry  program  
and that the Wasilla woman 
could be the fortunate lessee 
o f BO acres fo r a mere $8,000, 
w ith a $4,000 downpayment 
to be picked up by courier.

The state in March joined 
the Council o f Bettor Business 
Bureaus and a nationa l secur­
ities group in warning inves­
tors to be wary o f o il lease 
investm ent companies that 
p rom ise qu ick ticke ts  to 
wealth. There are estimated 
to be more than 250 such 
companies nationw ide. if t  j j
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Suit Alleges Fraudulent Oil, Gas Leases' 1
uynonis b y r o n  f u l l e r

I .o i Angeles Times News Service

LOS ANGELES -  A ls n k i o ffic ia l* filed lu t t 
against four Californ ia-based companies this 
week In a crackdown on w ha t was ca lled a 
ic h em c In which possibly hundreds of com­
panies have sold m ill Ions of dc Stars of worthless 
oll-and-gns leases to thousands of sm a ll 
Investors across the United Slates.

In L o t Angeles, an F i l l  o ffic ia l sa id the. 
aijency was Investiga ting the companies cited 
In the A laska law su it. State o ffic ia ls In A laska 
said tha t ll ic  Federa l Trade Commission also 
was looking Into the sales, but FTC o ffic ia ls 
could not be reached for comment.

Je ffre y Bush, assistant a tto rney general In 
A laska 's departm en t of law , sold the su it was 
f i l e d  T u e s d a y  In 'A n c h o r a g e  a g a in s t 
Ilrenlwoed-bascd Alaska Land Leasing tnc, 
and Federa l Lease F iling Corp., Tundra O il 
Inc. end Anchorage Itesearch & Management 
Co.. a llo t M a llbu .

, t.
T i l t :  C IV IL  suit accusei the compcnlos of 

buying leases on land owned by the stale and 
federa l governments fo r prices rang ing from  I I  
lo J t an acre, then reselling the leases fo r as 
much as 200 tim es those prices. Because the 
land la sold In 40-ucrc blocks, the Invcatmcnta 
ranged from  11,000 per block.

The suit also accuses Ihe companies of 
v io la ting A laska securities and subdivision 
laws.

The stale Is asking the courts to ba r the 
companies from  con tinu ing the alleged ly 
Illegal practices. I t  also asks the cou rt Is 
appoint a rece ive r lo take possession o f any 
corporate assets tn A laska " fo r  Ihe pro tection 
of Alaskan Investors, who we believe are In a 
h igh-risk a llu a llo n ," Bush said.

In  nearby Brentwood, T e rry  n isenhoovcr —  
cha irm an and p rin c ipa l shareholder of Alaska 
Land Leasing —  said tha t his company w «  
pushing fo r Immed ia te d ism issa l of the charges 
against It because they are "unw a rran ted and 
un tru e " end because Ihero Is "substan tia l 
apparent confusion (by A laskan o f f ic ia ls )" 
about tho fa c ts ."

R ISKN IIOOVER  aald tha t there were "n o  
-m comm ona lltle a " between hla company and th e " 1 

three others —  Bated aa affllta toa In the A laake u l  
law su it —  even though the Califo rn ia Secretary - 

• of State l l i l i  n iicn h oo v c r »s a d irec to r o f , 
Federal Lease F ilin g .

" A t no tim e have I been a d ire c to r ," he la id . 
Ea r ly  business connections w ith  Federal Lease 
a fte r his '•ompany was founded In August 1062 
hove been te rm ina ted , H lscnhoover Said. He 
said th a t ho w a i coopera llng w ith  the FB I and 

. FTC.
A t Federa l L ca io  F iling  In M a llbu , President 

Pe rry  Lavon said the A la ik s n  su it "cam e as a 
complete surprise to us."

" I  c m  re a lly  make no comm en t," Lavon 
said, "W e deny any w rongdo ing ," Lavon re­
fused lo  c la r ify  the re la tionsh ip among the four 
companies.

There was no telephone lis ting  fo r Tundra 
Oil, which the secre ta ry o f a la lc ’a records show 
al the same address as Federa l Lease F iling . 
The slate had no Incorpora tion record lo r tho 
fou rth company, Anchorago Research, and 
there w a i no telephone Bating fo r It In Mallbu , 
where Alaska oH Ic la li aald It was based,

LAW R EN C E  C a r ro ll , aen lo r se cu ritie s 
exam iner In the Alaska d iv is ion of banking and 
aecurlttca, aald Ihe alleged a c ttv ll le i flra l came 
to Ihe sla te's attention about a yenr ago whan 
consumers from  Alaska and throughout the

" lo w e r 18" began ca lling to make Inquiries 
about companies tha t had been o ffe ring  to aetl 
them leases on A laskan laud.

, C a rro ll aald ic o rc j , "p o s ilb ly  hundreds ," of 
companies located In C a lifo rn ia , F lo rida , 
Illino is and New Yo rk use telephone banks lo 
make auch calls to po tentia l Investors, appeal- 

-” >< Ins to the ir general know ledge about the vast 
o il and gas discoveries In Alaska In recent 
years and te lling them , "H e re 's  your chance."
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N.P. firm accused of running ‘boiler room’operation
Rv PAUL PU1NGLE
N r w t  C l u o n l c l f

A Newbury Park company Is 
accused in a federal affidavit of 
running a fraudulent "boiler room" 
operation in which telephone solicitors 
sell oil and gas leases for Wyoming 
land the linn docs not own.

Federal Land Management Cerp., 
which also operates as Federal Land 
Registry Corp , is selling the leases for 
property owned by the U.S.
'ovcrnmcnt, according to the affidavit 

^-unsealed Wednesday.
The lt-pagc affidavit was filed by a 

U.S. postal inspector In Los Angeles as 
part of a mail fraud investigation, said 
Assistant U.S. Attorney Bruce Merritt.

Tuesday morning, a team of 10 
postal inspectors and eight Ventura 
County sheriff's deputies executed a 
scnrch warrant at the company's 
offices at 1200 Lawrence Drive and 
seized a large number of documents, 
Merritt said.

No arrests have been made. Merritt 
said Ihe seized documents will be

analyzed by the postal inspector's 
office to determine whether criminal 
charges will be filed.

Several phone calls by The News 
Chronicle to Federal Land 
Management officials were not 
returned Tuesday or Wednesday. A 
woman answering the company's 
phone snid "corporate officials are not 
available" for comment.

No company officials arc named In 
the affidavit, which was filed Monday 
by Postal Inspector Lou Kinzlcr before 
U.S. Magistrate Vonetta Tassopulos in 
Los Angeles.

The affidavit alleges that Federal 
Land Manageinenl — which bills Itself 
in newspaper advertisements as the 
"nation's No. 1 petroleum investment 
firm " — sold the leases lo people who 
had made bids through other 
compnrics (or oil and ga3 rights to 
federal land.

Federal Land Management was 
stifling leases for (4,000 to (10,000 each, 
Kinzlcr said. The parcels described in 
the leases ranged from 40 acres to 120 
acres, he added.

The company employs tv;o shifts of 
18 to 20 telephone salespersons, M erritt 
said.

The U.S. Bureau of Land 
Management issues federal gas and oil 
leases at nominal prices to private 
individuals and corporations through a 
lottery system. Private individuals 
tvho secure leases often make a profit 
by selling the land rights to an oil 
company.

I.ast month, the government 
suspended the lottery system so that 
proposals for increasing the amount of 
competitive bidding on leases can be 
reviewed, a land bureau spokeswoman 
said.

The invcstigalion of Federal Land 
Management began Nov. 14 niter the 
postal inspector's olfice received a 
complaint from a prospective buyer 
contacted by the company, Kinzlcr 
said.

It was later learned that the land 
bureau's Wyoming office was receiving 
as many as 20 phone calls n day from 
people inquiring about the company, 
the Inspector added.

Federal Land Management 
salespeople told prospective buyers 
that the latter became eligible to 
purchase leases through a 
computerized selection system, 
according to the affidavit.

They were also told that they must 
purchase the leases immediately or 
their eligibility would be forfeited to 
another party, the affidavit states..

Kinzlcr tells in the affidavit of an 
Oregon man who recently purchased a 
lease lor (4,175 and a San Francisco 
Investor who bought one for (8,113.-

In exchanged for their money, both 
buyers "received a document which 
purports to be an oil and gas lease," 
but whose legitimacy Is disputed by 
Ihe government. Merritt said.

M errill and Kinzlcr said they did not 
know how many leases have been sold 
by the company. "Our information is 
that It hasn't been operating very 
long," Kinzler said.

Among Ihe documents seized In 
Tuesday's search were lists of sales

leads, customer files, s?les order 
forms, stationery, internal 
memorandums, customer checks, 
phone bills and lease assignments, 
Merritt said.

In addition to its Newbury Park 
location, Federal Land Management 
has offices at 31220 La Baya Drive in 
Westlake Village. Oniy the Newbury 
Park olfice was searched, Merritt said.

The firm recently bought newspaper 
advertisements to solicit applicants for 
"lease administrator”  positions In its 
sales department, and a "lease 
transfer clerk" for Its "fast-paced 
Southern California service company."

It was not known how long the firm 
has been operating in the Thousand 
Oaks area. Because its offices ore 
outside the city and it docs not sell 
tangible products, the company is not 
required to obtain a business license 
Irom either Thousand Oaks or Ventura 
County.

The cuinpany began placing 
newspaper advertisements locally last - 
month.
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airlines for Lehman Brothers Ifuhn Lesb, said, "That depends cn what Mr. Mayor is able to achieve with the
•»(*<< • j  •C. E. Mayer Jr., a 1, has been paosi- 2 .a.: srd chief executive zi the airiir.o sir.ee 107J ..r.d pr.eun.rib'.y would con- ti.tue in that peat or.ee the airline is set up a; an ir.dtae.tJ.n: ecrr party.Mr. Jced.r’ .e :.a ;:J that while the 

airiir.o has bc.n lonirg rr.sr.ty, Tra.'s 
World's four ether subsidiaries are profitable, so that they have been “ a 

• source cf ircr.ey that could be used to subsidize the ciriino."
T.V/.A., the r.alicn's fifth-hrgcst 

domestic airline, has shown prate:: losses in 1073. iMD. 1001 ar.d iCC-2. It has also shewn operating leasts in each cf these years except KOI. Las: year it shewed an operating lots of ■ flu 1.3 ntlllicn and a pretax lots of jll.5r.w!licn.
In add.ticn to T.V/.A., TrnnG World ovate the Canteen Corporation, an in­

stitutional food ar.ri vcndLng re r r i : : ;  Hilton International, a chair, of fD hotels that it owns cr co;rztcs; Soar- tan Feeds, a fast food chain, and Cen­tury 21, a franchised chain cf more • than G.COO reel estate offices. L. Edwin Smart, 53, him been chairman,
,. Continued cu Page E 3

71..* .New Ywc.T i .j :*
WASHINGTON, Oct. LJ— The Cna- t;.es: iomi T-.idjal C;'t'i-c, ill n ne.v s.timrta, n:e;aa‘.ed tc.'ay that the Tedaia! tu'.pr; d:;ic:» ir. aacii of. the n :\i three ya.r-v.cuid be about J ICO li'iic.i, ever, with the small ;:■/< in­creases and rpendittq rsdncticns that: Congress is ccxcitisrirg.
Deficits c: that size vculcf be far absvc the goals set earlier this year 

by Crr'-it-rs ‘'-r.d the lia r yen Admin­istration, Tha projection was re- ' ported to tho House Budge: Comrnit- ::e by the director cf the nar.ur.rtiren Ccngrasstcnzl Budget Office, f.u- dslph 3 . Parw.tr.In tsslimor.y tcday to the House Committee, Mar.in S. Fcldstc.n, tho 
chairmen cl tbs President's Council of Eccurmlo Advisers, raid deficits 
r.tar $133 billion csti'.n sJsv/ the c.ccn- omy tn 15M by putting upward pr-es- sure 0:1 interest rates as the Treasury borrows to fir.ar.co the dovisil. De­spite the apposition of the Prc-idcat anti Trsactity a.crsir.ry Donald T. Began to pazrsge cf a major tr.:; in­crease this year cr neat, Mr. I'cld- stcin called for spending cuts and tax ' increases as scon as possible.

Separately, the Itcegan Adminis­tration reported that the deficit for

I 1/

1
- r.z. r . - : s  \  

r r . .o .: ,r -100

C-Z.U.P. 1
u ::i:j'3 '■

-t-:o

C'MK.ST CZ.-:SiT--
it&ntiestc

. . . J h1 -SrOfi

-SO lj

•ji*
;1

•7 3 £3
Sc j;cc : 0 " . : :  c! .‘.Irnzj. ■r:n! i  - d  S,:c;ct  i t  

7!i~.\’ .w Y o :i,T im x /0 :l. 27,1K3

,‘ ircal year I f  fG, which, endt-d Sept. 207 hit a record Jff-j.-f billion, or J14.4 bil­lion bclov/Mho Adrainistrr.tion's July estimate, .ne uiffcrsacc war, a result cf lower s: cn.llr<3 and was r ot, offi­cials said, a rssu'.t of increased tax re­ceipts from the stronger economic recovery.
I ir. Pinner reported deficit projec­

tions of f 132 billion for the fiscal year 1531, 'which bc.tan on Cct. i, Si53 bil­lion in fiscal 1535 and ?157 billion in fiscal lf.iC. These compared with 
earlier projccticia; by the bndyst of-

Ccn'.ir.ucd cu Try 3 j317

By MI1LLIP If. Vi'IGGIMS
■fl- Mobil Oil Corporalion, the lira's sasoavls: :;c:t‘o.'l producer, tu- 

psrtsd yestirday that its not income climbed •! i.3 pare, r.t in the third quar­
ter, ta MCI million, primarily from shar .ly hiylter eair.ir.ys from foreign 
ope: a lions.

O:hor major oil comprr.ios also re- portcd yesterday that’ third quarter mei income had risen, in many cases 
fre.n foreiyn continss.

Texaco Inc.'s net income advanced 9.2 percent, the Gulf Oil Corperatisn r.nr.ci’ i.sea r. 73.G percent rise, the Shell Ci' Company reported a l.G per­cent yain, the Occidental Petroleum 
Corporation had a sixfold increase and tho Phillips Petroleum Compa­ny's r.at rcsa lii'pcrcsnt.'Mobil ar.d T-execo, along with the Exxon Ccrporation and the Standard Oil Coir.prhy cf California, are pan­ne: 3 in the Arabian American Oil Company, which produces almost all of Saudi Arabia's crude oil.Last year, when Saudi Arabia was charyiiu: more for its crude than many other major producers, the Are in co partners were forced to buy Ihe crude at prices higher than com- cat:r.y companies were paying clse-

Ccr.llr.ucd on ?ayc D1

r e  p - )Florlcki Ba.ra 01} J^ottsrv'Solioitors
Ey TtEGINALD 3 TO ACT

loTt.e .'it »• YwKTIma
TALLAHASSEE, Fla., Oct. 2u — State Cc.T.ptroiler Gerald A, Lewis tsday ordered 32 telephone solicita- 

tic.n companies based in Florida to step inviting investors to participate in a Federal lottery for oil and gas leases, lie said they had "defrauded thousands of investors across tho country cf millions cf dollars."Mr. Lewis described his action as tho start cf a "m ajor initiative" against so-calicd boiler room opera­tions in Florida,
Ho tints joined officials cf other states who have urged President P.ca- gan to reform tho oil and gas lottery pro-am.'The state officials contend

that the Government wcu'.d receive more mcr.ay if all cil and gas leases wire ctferc'd rolaly on a competitive 
bid basis, and no; through a lottery.

The Bureau of l.a:xl Msr.aranont of tha Inlcriur Department runs the Simultaneous Oil and G.;s Leasing System, as the lott ery program is frr- mnlly known. In tho program, any in­dividual may pay tho Government a 375 filing ice to have his name entered in a lottery. A whiner is awarded a tract ot Federal land with unnrov.n minc:al reserves fora lease charge of 
I I a year per acre, increasing to 73 after five yea; s.

If the tract decs not produce :  ny o il> or g.ts in 10 years, tho lease expires. 
Such tracts aro considered highly 
spcculntr'c, particularly since many . 
of them.' itavc been previously held

and either wore net drilled or were found to have little or no value. Tho lotteries, which r.ri. hold every two mor.’ hs, attracted more than two mil­lion applicants Ins: ysar.
On Oct. 12 tho Gcvommcnt sus­pended il',2 lottery program for six 

weeks after tin internal invostigalion focttsinp, on Wyoming found tiiat IS tracts bad besn resold in the past two years. Despite the moratorium, the 
corr.pr.nics that cclicit investors to .compote in ihe lotteries have contin­ued to operate.

Typically solicitors gather at tcle- ni.cnes in small offices and call proa- psslt across t'.e nation. Usually read­ing from a prepared text, they prom­ise that an immediate response will
C.Mtl.madcnPago 1)3

i ~ .t \ a... j - s ... - 
715 miih-J'.', but - have r.o rcsl-v.; 
have d: cid .. \ i-r ■■ get rid cf Ha gi:.. ir.g iho value ol could result in .

Co.v.inu;.:.

i i u i i c i  i .•

Cut A:
By STEVEN G.T..:.

Tr.e Bethlehem S: and •.'• r .T\, Corp.orr.i: secc and third-br pan, ., yesterday re; a a third-quo iter lesras year earlier. A r . a i . . 
uai pichup ir. -crcd the improver.'.:a.'..

Bt:hlchom rea-hrtci miilicn for the third . a : one-third c: its iMJ.O :. ysar before. An dy::-; cr.. i had beer, held bach by d mar.d and prices for ha a. •, ucts used in capital 'gca. Cutlilohern's oui'pu j^x..LTV, tlio Dai!a t s
e.r/J steel cenpbmc:. t. Jen:.s A L.mgaiin o'. J. . ar.nouncod a lass ci against one cf J3S.3 rsslllfr ■.. fore. Analysts cited l. v ... oiklrilling pipe, ol which 1 
major producer.
Be th leh em  Clec-1

V. 3th! sir: m 's tliird-c.v.a r: rose 1.7 percent, to '1.:'2 b:! $1.20 billion a year ego. For 
nine months of Irii.t, :i;ece..-; 1127.0 r.iillicn, riir,h:!y r.xir- 
$')22.7 million in the rar.-.j ; .  ysar, Its. ninr mcmh i.'.’. - j drcr.psd 15.1 percv.it, to 
from $1.23 billion a y - . ; r o .Betiilal.cin's performance
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ByDANMORA IN , W / 'w / f *  
Times Stall Writer V u -T

—  Federal 3gents, probing possible 
fraud in the sale of o il and gas leases 
on federal land, on Wednesday' 
seized documents from  a Ventura 
County operation, where a sales 
force was offering leases lo cu s tom -. 
crs nationwide. • ■■■' ■ ^  5 ~ . p

In an a ffidavit filed w ith a search 
warrant request Wednesday, Postal 
Inspector Lou F . K inz le r said he 
suspects tw o Newbury Park com-

• panics are Involved In a "bo ile r 
room" scheme to "de fraud" the ir

• customers. • "-v ir*
The companies. ’ Federal Land 

Management and ’ Federa l Land 
Registry, bath located at the same . 
Newbury Park address and appar- I 
cn tly part o f the same operation, arc 
selling wha t they say are oil and gas 
leases in W yom ing fo r between 
H COO and *8,000, the affidavit says.

However, In at least three in ; . . r' 
stances, the companies did not own 
the oil and gas rights, and the 
Bureau of Land Management doubts 
that there Is oil or gas in the ground, 
the affidavit says. ;  ,1 ; t  

The affidavit IrtcUidcsJstatemcnls * 
from a Ventura County sheriffs 
detective who applied fo r a Job at 
the company and reported seeing 20 
phone operators working two shifts 
a day soliciting business nationwide. ;

-  ■ -  t • . ,  . . ^

Injunction Obtained i y,\l V ? 
■ The companies declined com- 

'  mcnl.
This is the second case in recent 

months Invo lv ing operations ped­
dling o il and gas leases on federal . 
land. In . June, the ' Federal Trad ' ' 

•, Commission sued a Westwood com- v 
- pany and la ter obtained an lujunc- V 
: lion barring It from defrauding'.
• customers In the sale of o il and gas . 
-'leases. I . . < ••*<•»#<
, The Bureau of Land Management ' 
normally issues oil and gas rights

■ .th rough lottenes. although some ’ 
J ‘ J3LM land w ith no apparent oil or
■ gas reserves can be leased over the 
^counter. ,•;-•* *.< . . 'V  
,/!J‘.Although Federal Land Manage­
ment'applied for an over-the-
counter lease on some o f the prop- 

" ’ e r ly  that It was peddling, It was not
■ the fifs t In line to w in righ ts to the 

■ ' land, the affidavit says. '
. VyThe particular p roperty on which 
■the companies were selling oil and 
gas rights is not among the land tha t 
the government would include in its 
normal lease lottenes, the affidavit 
aald. » ■ . .  • . j .,
•- rSuch lands are not leased by 
competitive bidding, because there 
Mi Fleas* see OIL, P*|e5
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Reach Out and Bilk Someone
Prosecutors sa y  telephone o il-le a se  pitchmen sw ind led  66.000

T  he earnest voice on  the telephone de-
I  scribed the o ffe r as a sure thing. By ■'“ •--'r i  V- .* •: ' t a x S S k B ? '  

sending S8.7S4 to the U.S. O il and Gas 
Corp . in C o ra l G ab les . F la ., the customer 
would be guaranteed— in w riting— tc win 
a lease worth S25.000 fo r the o il and gas 
rights on a parcel o f  U.S. Government 
land. Between September 1S82 and June 
1983. some 66 ,000 people drew down sav­
ings and took out loans to send the com ­
pany money.

Accord ing to the U.S. A ttorney's o f­
fice in  M iam i, the customers were c r.jgh t 
in an e laborate telephone trap designed to 
lu re the greedy and the gullib le . O f the
66 ,000 . on ly  60 people got leases, making 
the “ sure thing”  aonc-in -a-thousand shot.
John Aboudara . a San Francisco engi­
neer. and his wife Susan were victims.
Says Susan: “ W e have two young kids, 
and that money cou ld have been spent 
much better than giving it to someone we 
didn't know . I t  hurts to  be dum b."

A  grand ju ry  has indicted 24 people 
connected with U.S . O il and Gas, includ­
ing G u rdon  W o lfson . the com pany ’s ow n­
er and president, and La rry  W axman. its 
executive director, fo r fraud and conspir­
acy. A ll pleaded not guilty; i f  convicted, 
they face possible lines o f  S 10.000 and 
three years in prison. In  ado ion. Federal 
D istric t Judge W illiam  Hoeveler. acting 
on a c iv il suit filed by the Federa l Trade 
Comm ission , last week issued an in junc­
tion to prevent U.S. O il and Gas from  
continuing its fraudu lent sales. Me froze 
the company's assets and in effect put it 
out o f  business. Said the judge: “ The p ro lil 
to the company was enormous, and the 
chance fo r  reward to customers was a l­
most nonexistent."

Testimony by fo rm er employees o f  
U.S. O il and Gas provided a fascinating,
' 'tiind-lhc-sccncs glimpse o f  what law 
enforce.~eni offic ia ls ca ll a “ boiler room " 
operation . Such tclcphone-sales scams arc 
springing up in South F lo rid a  faster than 
authorities can shut them down. Testified 
James Bennett, a U.S . O il and Gas sales­
man who quit because his conscience 
bothered him : "These were crass people.
They'd sell their own mother. And if  their 
m other was a lready sold, they'd go out 
and buy another m other and sell her at a 
"p 1*06(7 ~  -

The scheme revolved around the lo t­
teries that the U.S. Buieau o f  Land M an­
agement holds every two months lo r o il 
TiiKl~gj$- leaSCS on~aboul I ,'JOL) tracts o f 
Western land. This terra in  is not the G ov ­
ernment s most valuable property. Says 
K a th y  Cooney, a Bureau o f  Land M an­
agement officia l in W yom ing, where most 
o f  the federal land is located: "About 98 r c 
o f  this land has been leased before, and no 
o il o r gas was found ." ----------- ----------

U.S. O il and G as told customers that 
fo r 58 ,784 they could buy chances to get 
leases on 48 d iffe ren t parcels o f land, 
competing against on iy  six to eight p eop ltr

Witness Bennett quit after three sales

per tract. None o f  those o th e r six o r eight, 
the telephone salesmen prom ised, would 
be clients o f  U.S. O il and Gas. In  rea lity , 
1,000 people o r m ore were pitted against 
one another in the lotteries fo r most 
tracts, and in at least one case, two-thirds 
o f  the competitors were c lients o l U .S . O il 
and Gas. O f each S8.784 investment that 
the company took in. S3.600 was used for 
G overnm ent filing fees. S I .600 was the 
salesm an’s commission, and the rem ain­
ing S3.584 went to U.S. O il and Gas.

The Bureau o f  Land Management an- 
nouno  d last week that it would suspend 
the lotteries for six weeks to correct 
abuses. Said Democratic Senator D ’ le 
Bumpers o f  A rkansas, who is sponsorint 
a b ill to abolish the lottery system: “ The 
m oratorium  is a move in the right d irec­
tion. but it is not enough. T he  lottery sys­
tem lends itself to fraud."

Iron ica lly . U .S . O il and Gas was 
backed by the Better Business Bureau o f

Better Business Bureau's Harris was fired
F a n  tnik from  the "boiler-room  capital.

South F lo rida . But the U.S . A ttorney ’s o f­
fice alleges that the endorsement was part 
o f  the scheme. H en ry Harris , president o f  
the South F lo rida  B.B.B.. was indicted fo r 
taking bribes from  U.S. O il and G as to 
“ e lim inate o r a lte r”  te llta le  in form ation 
about the company in his files. Said the 
indictment: “ H am s  suppressed a listing 
o f  complaints and a history o f  numerous 
federal and stale judicia l “cease and desist 
orders.' "  H arris , who pleaded not guilty, 
was fired last week by the directors o f  the 
South F lo rida B.B .B .

U .S . O il and Gas operated out o f  a 
large dingy room  on the second floo r o f  a 
C o ra l Gables office building. Seated in 
two dozen P lexig las cubicles, salesmen 
called people a ll over the U.S. and made 
their pitches ficm  prepared scripts. I f  
i ,cy were not persuasive enough, supervi­
sors listening in on the ca lls would in ter­
rupt and try to na il down the sale. Sales­
men told customers that the com pany ’s 
pool o f  trained geologists— “ considered 
the Ro lls -R oyce  o f  our industry"— would 
select the land most like ly to have o il and 
gas. In  fact, the company spent on ly  
S 1.052 a month fo r geological services. 
M ark Douglas, a  fo rm er U.S. O il and G as 
employee, testified that he earned 
S500.000 in commissions by using several- 
d ifferent sales ploys, one o f which he 
called the "Reagan pitch.”  He told poten­
tia l customers that his company had con­
tributed $1 m illion  in cash to the Reagan 
Adm inistration in return fo r the G ove rn ­
ment's rigging 10*?o o f its lotteries fo r o il 
and gas leases.

Fo rm er Salesman Bennett described his 
colleagues as a  “ collection o f  sleaze 
bags— cigar chomping, foul smelling. 

They were physically so unattractive they 
had to work by telephone. N o one would 
have even opened the door to them face to 
face," Bennett recalled the first sale he 
made: “ I t  was a Ken tucky fam ily that was 
going to cash in its insurance to make the 
payment. We tried to stay away from  the 
sophisticated Northeast, W e were target­
ing people who could never a fford  to re ­
cover the loss, and this fam ily was just the 
type we wanted." A fter he had made 
three sales, Bennett said, "something just 
clicked. I  thought- there must lie a better 
way to make money than just lo  take it 
from  people. So I called a ll three fam ilies 
back and told them not to send their m on ­
ey." He resigned the follow ing day.

Hundreds o f  sim ilar operations “ s tiff 
. fiourish in the M iam i area, known fo r be­
ing the "boile r-room  capital o f  the w orld ." 
Says N orris Pen land .a  U.S. postal inspec­
tor: "Besides the oii-leasie scam, we have 
insurance, precious rretets, banking and 
even ballpoint pen np-olTs." Vet the po­
lice arc understandably m ore concerned 
about M iami's high rate o f  murder, rob ­
bery and drug smuggling. Com pla ins 
Robert-Ka lin  o f  the Miami consumer p ro ­
tection office: "There is so much felonioua- 
crime here that the authorities have no 
time to deal with many white-collar 
crim es." — By Chjriei P. AlexMxirf. Reported 

" by JoiepO McQuiy/MIjmJ " ' ~
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Local man helps build FTC
suit against oil lease firm

By A N N  C O N Y
Daily News business reporter ’/• .

An Anchorage doc to r suspicious o f  hieh- 
p ressure sales tactics helped the F B I set 
evidence fo r  a Fede ra l T rade Com m ission
in ,?  \  V T h u r s d a y  against an oil-lease investm ent company.
FI/m ,' A"N t ls "  A nderson - a m a jo r at 

£ i r  ce Base* said he recorded severa l te lephone conversa tions w ith  tw o Le ­
land C ap ita l Corp . sa lesmen, one o f  whom 

«*wu C, Anderson 's w ife  in Feb ru a ry  I thought it was k in d  o f  a bad (sa les) pitch 
^gh -p ressu re , uneth ica l and dishonest P ’ tch, Anderson said.

. T hu rsday the FTC fi le d  a fed e ra l court su it
AnnL°,S Ang^Ie.si  against Le land  C ap ita l o f Los Angeles and its pa ren t company, Le land  In-
?pHnHS n '̂ j 5?  DaJ las.,- The su it a lle ees that Le land m isled hundreds o f  customers naf ion-
*vwte. *n. nJ.'uminjg if., wrvUd- ob ta in  “ h igh ly
v a lu ab le ”  0 11 a.id gas righ ts th rough fede ra l 
land lease lo tte ries .

Anderson said he discussed the company 
sales pitch w ith  B ren t Rasmussen, a friend 
and Anchorage F B I agent who helped arrange 
the recordings.

“ In  some regards I was ta lk in g  to them in 
bad fa ith  because I d id n ’t have any in terest in 
investing (in  the company p rog ram ),"  A nder­
son said . But, “ I was cu rious about th e ir 
system and how it w o rked , so I asked them a 
lo t o f questions ." •

Anderson said he contacted some loca l 
investors represented b y  L e layd  as customers 
who had obtained leases th rough tho filin g  
service. The customers he spoke to seemed| 
sa tis fied  w ith the company, Anderson said , 
but he rem ained d istu rbed by the Le land  sales 
pitch. 4  v ;'i»: I1

Anderson said he decided to tape his phone 
conversations w ith  company salesmen because

“ i t  was something I  thought was in the pub lic 
in te res t.”

He tu rned the tape record ings o v e r to the 
F B I , which passed them  on to  the FTC .

The taped conversa tions Anderson consid­
ered most damaging to the company were 
la rg e ly  in a u d ib le  b ecau se  th e  te le p h on e  
record ing device the F B I f irs t  set h im  up w ith 
d idn 't w o rk  p rop e r ly , he said .

B u t the FTC is using la te r  recordings and 
sw orn a ffid a v its  from  Anderson  as pa rt o f its 
p rosecution o f L e land .

• In  a p a rt ia l tran sc rip t o f  one o f  the sales 
conversations recorded by Anderson , Le land 
salesman Pe te r L a B a rr ie  assured Anderson 
that he had a l-in -10 chance o f w inn ing at 
least one lease in an upcom ing lo tte ry . |

“ We're so con fident tha t we can put you in 
that position . D r. Anderson , that shou ld we 
fa i l to do so, I ' l l  be m ore than w illin g  to put 
th is ve ry  p ro fit-o rien ted  o rgan iza tion  o f m in e 1 , I

. . .  in a negative cost-fac to r position  a.id fi le  
you an add itiona l 60 tim es free , u n til we've 
got you that f irs t lease .”

According to the FTC  com p la in t, Le land 
made 42,000 lease lo tte ry  filin g s  in 1982 on 
beha lf o f  1,000 custom ers, but obtained on ly  
70 leases.

Anderson was not the o n ly  A laskan  suspi­
cious o f Le land . ,

The state D iv is ion  o f  B ank ing , Securities, 
Sm a ll Loans and C orp o ra tion s issued a w arn ­
ing to investo rs in la te  March a fte r receiving 
hundreds o f  ca lls  from  A laskan s who had 
been so lic ited by lease fi lin g  investm ent com- , 
panics. Le land 's name cropped up frequen tly , 
and the state consum er protection  d iv ision 
repo rted ly  was investigating  the company 
when the securities d iv is ion  issued its w a rn ­
ing. '

\. . i 'I'’ •••
\  ’ See Pago B-3, DOCTOR

.i i • i.'
•?.. lb’ i.-tC. . .
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COMPANY

Alaska Banks Petroleum 

Corporation 

717 W. Hardwood St., Ste. 800 

Diamond Shamrock Tov/er 

Dal las, Texas 75201 
214/959-9808

Alaska Capital Corporation 

22761 Pacific Coast Highway 

Malibu, California 90265

Alaska Energy Trust

Wilshire Blvd., Los Angeles

Alaska Federal Fetroleum 

Corp.

3785 N.W. 82nd 

Mi a m i , Florida 33167

Alaska
3/15/84

COMMENTS

A Washington resident was contacted 

by this firm on 1/24/84. The firm 

telephonically promised the offeree 

that if he did not receive within two 

years an offer to refell his lease 

for $30,000, Alaska Canks Petroleum 

would guarantee him that much in face 

value United States Savings Bonds.

Cease and desist order issued by 

Washington (Martin Cordell).

Cease and Desist Order issued by 

the Maine Bureau of Banking 8/29/83.

Same street address as Alcor cor po­
ration and Federal Land Inforr ,tion 

Corporation. Alaska Cease ar Desist 

Order issued 3/14/84.

2/15/84 offer to Ohio resident;

3/2/84 offer to California resident.

Incorporated in Alaska 12/30/82. We 

have received inquiries from Nelson H. 

Patnaude of the New Jersey Bureau of 

Securities and Larry Swink of the 

Wisconsin Division of Securities. 

Patnaude inquired on behalf of a 31 year  
old deaf individual who paid $4,700.50 

for a 320 acre lease.

Betty Guenther, 8901 Meade Avenue,

Martin Grove, Illinois 60053 
(312/965-3838) was offered Alaska 

land at $14.84 an acre which would 

be $9,500 for one square mile of 

land. The salesman represented that 

within 90 days a big oil company would 

buy the interest and she would have 

a $33,000 profit.

1-



Alaska Land Lecsing, Inc.
68 8 Thousand Oaks Blvd.

Thousand Oaks, California 91360

28990 Pacific Coast Highway 

P.O. Box 4010

Malib'i, California 90265 (Former)

11726 San Vicente Blvd.

Los Angeles, California 90049

Alaska Oil and Gas Company 

Penthouse It2 
1207 Rideway 
Sausalito, California

A l a s k a  M i n e r a l  Ecruities 
1 0 6 5  N . E .  1 2 5 t h  S t . , # 2 2 1  
M i a m i ,  F l o r i d a  3 3 1 6 1

T h e  A l a s k a  O i l  L o t t e r y  
M i l t o n ,  C o n n .

Associated with Tundra Oil, Inc. and 

Anchorage Research and Management Co., 

the State of Alaska is presently liti­

gating with this firm. We have discussed 

this firm with Assistant Attorney General 

Herschel T. Elkins, California Department 

of Justice, 3580 Wilshire Blvd., Room 800 

Los Angeles, California 90010 (213/736-23' 

Cease and desist order issued by the 

Iowa Superintendent of Securities 12/19/8 
(contact person Brad Osmundson). Cease 

and desist order issued by the Minnesota 

Commissioner of Commerce, Securities 
Section, 9/3/83. Cease and Desist 

order issued by Missouri Secretary of 

State, Division of Securities, 3/14/83.

We advised the Nebraska Department of 

Banking and Finance, Securities Section, 

(Thomas Sindelar) of one Nebraska 

resident who was advised by the salesman 

that his oil and gas royalties could 

range from $60,000 to $160,000 a month. 
Two cease and desist orders issued by 

Texas State Securities Board naming 

Alaska Land Leasing, Inc. along with 

related entities and individuals on 

2/17/84. Contact person Isabelle Potts. 

Inquiry has been received about ALLI from 

Stephen K. Mueller, Staff Attorney, 

Enforcement Division, Wisconsin Seciritie' 

Board. The Alaska Department of Nati’rai 

Resources has numerous filings made by 

ALLI. On 11/25/83, Terry J. Risenhoover 

and Vic Gainer who are associated with 
ALLI became the initial directors of a 

new Alaska corporation, Alaskan Crude 

Corporation along with N.K. Goff.

ARC0 has requested this company to 

ensure that references to Atlantic 
Richfield or its subsidiaries are 
not made in connection with the 

sales efforts of this company (see 

comment under Alaska Capital Corporation 
above). We received inquiry about this 

firm from Mark A. Loush, Attorney in 
Charge, Securities and Exchange Commissior 

Office, Detroit, Michigan.

P o s t  c a r d  s o l i c i t a t i o n  o f  A l a s k a  
r e s i d e n t  3/34.

M a r y l a n d  r e s i d e n t  s o l i c i t e d  3/84.

Alaska
3/15/84
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Alaska Oil Development Corporation

Alaska Oil Leases 
18500 N.E. 41st Court 

North Miami Beach, Florida

Alaska Petroleum Leasing Corp. 

5,'81 W. Sunrise Blvd. 

Plantation, Florida 33313

Alaskan Crude Corporation

Alaskan Oil & Gas

San Francisco, California

Alcor Corporation

22761 Pacific Coast Highway, Suite 22 

Malibu, California 90265

(Same street address as 

Alaska Capitol Corporation 
and Federal Land Informaiton 

Corporation)

Anchorage Research Management Co.

American Oil and Gas Leasing 

Corp.
Wells Fargo Bank Building 

16055 Ventura Blvd., Ste. 924 

Encino, California 91436

See Federal Property Record, Inc.

Dr. Jack Gold, 583 Caledonia Road,
Dix Hills, New York 11747 (516/271-7415) 

advised the Alaska Attorney General's 

Office that he made a $10,000 investment 

w i t h  this company for 40 acres of 

lease hold rights. Lou Risko, 1666 

Springtown Road, Alpha, New Jersey 

08865, (201/454-9448) complained to 

this division that he invested $10,000 

wi th  the firm. Risko had previously 

dealt with  the Stratford Company of 

Miami, Florida. Inquiry was also 

received from Mr. Bill Gregg, 2117 

N.W. Flanders, Portland, Oregon 97210. 

T he  firm has solicited at least one 

Alaska resident and an Alaska cease 
and desist order is contemplated.

Ron Lawrence, 5956 Blackpool Lane, 

Virginia Beach, Virginia 23462,

(804/497— 6 0 1 0 (H), 460-3725 (W)) 

complained that he invested $8,975. 

Alaska Cease and Desist issued 3/15/84.

Cease and desist order by Iowa 

Superintendent of Securities 12/19/83.

See Alaska Land Leasing, Inc.

Inquiry concerning this firm received 

2/84 from Scott P. Brochert, Commerce 

Investigator, Enforcement Division,

St. P a u l , Minnesota.

Formed as a California corporation 

12/29/82 and qualified to do business 

in Alaska 7/11/83. Corporate purpose 

"gas/oil/mineral leases." Officers/ 

Directors - Federick Von Mu sser (37% 

stockholder), Aldo Vidali (37% stock­
holder), Ron 0'Haver, Charles Able,

Roger Rushworth, Roger Chaffin, Edward 

Cargile, Viktoria Longmire, Jairo Cuellat 
(10% stockholder^). To date, there are n< 

reported solicitations by Alcor C or po ra t’

See Alaska Land L asing, Inc.

Dr. Robert S. Cunningman, 17400 N.E.

13th Place, Bellevue, Washington C3008 

was solicited by this firm.

Alaska
3/15/84
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Arctic Oil & Gas Corp.

3595 Sheridan St., Ste. 205 
Hollywood, Florida 33021

Atlantic Oil & Gas Corp.

1065 N.E. 125th St., Ste. 221 

North Miami, Florida 33161

Barrington Aims Whitney, Ltd. 

Arl ington Heights, Illinois

California Resources 

Encinitas, California

Chapen & Associates, Inc.

5230 Vesper Ave., Ste. 5 

Sherman Oaks, California 91411 

and

1642 Westwood B1vd.

Los Angeles, California 90024

Commonwealth Management Corporation 

Texas

Domestic Resources Corporation 

3272 Motor A v e . , Ste. G 

Los Angeles, California 90034

Cease and desist order issued by the 

Iowa Superintendent of Securities 
12/19/33. Paul Flath, 907 S. 10th Street 

Watertown, Wisconsin 53094 was solicited 

by the firm and advised this office that 

he was told the firm was a sister company 

of Omni Interna ti on al . Flath in the past 

has also been solicited by Trans-World 

Leasing of Florida. Dr. Thomas L. Smith, 

P.O. Box 228, Crystal Springs, Mississipp 

39059 was advised by the firm's salesman 

that Texico and either ARCO or  AMOCO had 

recently been buying leases from Arctic 

Oil & Gas Corporation or their clients. 

Smith asked about the high cost of 

drilling in Alaska and was told that his 

prospective property was "in a valley" 
and not in the mountains and, therefore, 

the drilling would be less expensive.

The Ohio Department of Commerce (Securitii 

Section-Paul Tague) inquired into the 

solicitation of at least one Ohio 

resident.

The firm retained the services of an 

Anchorage, Alaska geologist Thomas W. 

Mortensen who by letter 9/14/83 objected 

to the way Atlantic Oil & Gas Corp. was 

using his name for sales purposes.

Associated wit h Federal Record, Inc., 

inquiry 3/7/84.

In 1980, this firm was apparently 

associated with Western Energy Resources, 
801 South Rancho Road, Boulevard D,

Suite 1-A, Las Vegas, Nevada 89106. In 

November 1982, the Alaska Division of 
Securities declined to register this 

program.

California Corporation formed 1^/20/82 

qualified to do business in Alaska 

8/16/83. Cease and desist order issued 

by the Alaska Division of Securities 
2/3/84.

Inquiry by Larry Gilley, 7333 Bramblewood 

Fort Worth, Texas 76133 (817/294-9586) 

who had been offered an investment by 

the firm.

An Anchorage, Alaska resident was 

solicited to invest vith this firm,
1/84.

Alaska
3/15/84
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Dynasty Management Company, Inc. 

Las Vegas, Nevada

Eagle Oil & Gas Company 

11601 Biscayne Blvd.

Coral Gables, Florida 33134

Federal Land Information 

Corporation 

22761 Pacific Coast Highway, Ste. 22 

P.O. Box 1100 

Malibu, California

(Same street address as Alaska Capitol 

Corporation and Alcor Corporation.)

Federal Lease Filing 

Corporation 

28990 Pacific Coast Highway 

P.O. Box 4010 

Malibu, California 90265

Federal Land Management 

Corporation 

Newbury Park, California

Federal Property Record, Inc.

715 W. Algonquin Road 

Arlington Heights, Illinois 60005

Frontier Exploration Corporation

Alaska
3/15/84

-5-

An Anchoiage, Alaska resident was 

solicited by this firm 11/83 and was 

told that Dynasty Management, Inc. was 

a Texas corporation.

ARC0 by letter 9/14/83 requested that 

this firm assure ARC0 that all appropriat 

steps were taken to ensure that reference 

to Atlantic Richfield or its subsidiaries 

w ere not made in connection with sales 

efforts (see Alaska Capital Corporation 

a b o v e ).

This firm contacted Betty Guenther 

of Martin Grove, Illinois (see 

Alaska Federal Petroleum Corporation) 

and was offered oil and gas laid for 
$200 an acre. A k .  C & D  3 / 1 4 / 8 4 .

The State of Alaska is presently 

in litigation with this firm - see 
Alaska Land Leasing, Inc. above.

We had correspondence with the firm 
in July 1982 concerning their BLM 

lottery program and solicitations 

which were made in Alaska. At that 

time T.J. Risenhoover now with ALLI 

was president of Federal Lease 

Filing Corporation.

Search warrants were executed by 

postal inspectors at its California 

office in November 1983. Solicitations 

of an Alaska resident were made also 
in November 1983. The Alaska resident 

did not invest.

Federal Property Record, Inc. and 

Alaska Oil Development Corporation 

are Illinois corporations authorized 
to do business in the State of Alaska.

On 12/20/83, the Alaska Administrator 

of Securities issued a permanent order 

to cease and desist to these corporations 

along with David Swain and Margie Welch. 
The order found that the respondents 

offered for sale to an Alaska resident 

unregistered securities. There were no 
known sales in Alaska. Associated with 

Barrington Aims Whitney, Ltd., and 

Trans-Alaska Energy Corporation.

Cease and desist order issued by the 

Iowa Superintendent of Securities 

12/19/83. No known solicitations in 
Alaska.



Government Oil & Gas 

Lease Program, Inc,

409 W. Hallandale Beach Blvd., Ste. 202 

Hallandale, Florida 33009

Leland Capitol Corporation 

Dal las, Texas 75201

Magnum Exploration

National Land Services Corp. 

11601 Biscayne Blvd., Ste. 200-D 

North Miami, Florida 33181

North American Lease 

Acqui sition 
1011 Ives Datney Road 

North Miami Beach, Florida 33179

North American Mineral Exchange 

Los Angeles, California 
818/883-5656

North American Resource Corp.

Northwest Assets Corporation

Omni International 

Pacific Northwest, Inc.

Petro Alaska

6500 Greenville Ave., Ste. 440 

Dallas, Texas 75206-9990

Cease and desist order issued by the 

the Alaska Division of Securities on 

10/13/83. No known sales in Alaska.

Offers and sales made to Alaska 

residents prior to FTC complaint 

being filed.

This finm solicited a Homer, Alaska 

resident in August 1983. No known 

sales in Alaska.

Inquiry received in December 1983 

from John P. Wintenmoyer, 2442 S.E.

Gov/in Road, Port St. Lucie, Florida 

33452 (305/335-3116). Wintermoyer 

w as told by the salesperson that 

Pacific Northwest, Inc. was a subsidiary 

o f  National Land Services Corp. Alaska 

Cease and Desist Order issued 3/14/84.

Order to cease and desist issued by 

the Maine Bureau of Banking 12/15/83. 
Contact person Irene Keeley, Investigator.

Tucson, Arizona resident solicited, 
2/6/84.

Cease and desist order issued by the 

Iowa Superintendent of Securities to 

North American Resource Corp. and 

Transworld Resources Corp. on 11/21/83. 

Complaint filed against the same firms 

10/31/83 by tne Idaho Attorney General 

in the District Court of the Fourth 

Judicial District in and for the County 
of  Ada. Civil file 83-436. The FBI 

executed simultaneous search warrants 

at the "offices" of North American 
Resource Corp. in Anchorage, Alaska 

and in Florida. Appears to be related 

to Westchase Petroleum Explortion, Inc.

Inquiry by Texas Securities Commission, 

3/6/84. Associated with USA Resources, In

See Artie Oil & Gas Corporation.

See National Land Service Corporation 
above.

Inquiry received 1/12/84 concerning 

this firm from Mr. and Mrs. Steve 

Larson, Box 2208B, Harlan Star Route, 
Blodgett, Oregon 97326.

Alaska
3/15/84
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Petrolaska Corporation 
8383 Wilshire Blvd., Ste. 224 

Beverly Hills, California

Spearman Company, The 

Los Angeles, California

Stratford Company, The 

11601 Biscayne Blvd.

Mi a m i , Florida 33181

Trans Alaska Energy Corporation 

Miami Beach, Florida 
Van Nyes, California 

Chicago, Illinois

Trans-Alaska Investment, Inc. 

1001 Ives Dairy Road - 32P4 

North Miami Reach, Florida 33179

Trans-Alaska Oil Development

Trans World Resources 

Corporation 

Hollywood, Florida 33024

Tundra O i l , Inc.

28990 Pacific Coast H w y . , Ste. 214 

Malibu, California 90265

USA Resources, Ltd.

1331 - 17th S t . , Ste. 400

P.O. Box 5200

Denver, Colorado 80217

United American Mineral Corp.

Fomied as an Alaska corporation 8/11/83 
with its purpose "oil and gas extraction. 

The incorporator was Stanley M. Clark 

whose address is shown at the left. The 

local mailing address is P.O. Box 2794, 

Anchorage, Alaska 99510 and tne registered 

agent is William 0. Vallee, 4430 W. 7th 

Avenue, Suite 1, Anchorage, Alaska 99510. 
It is not known if this firm is engaged 

in the leasing of federal oil and gas 
dril li ng rights.

Wasilla, Alaska doctor solicited 
2/28/84. No additional information 

presently available.

Complaint by Lou Riske of Alpha, New 

Jersey. (See Alaska Oil Leases above.)

On 12/19/83, Mylo Tague, 1937 Denslow 

Drive, South Bend, Indiana advised that 

he had been solicited by this firm. 

David Swain was identified to Tague 

as chairman (see Federal Property 

Record Company, Inc. and Barrington 

Aims Whitney, Ltd., above).

Inquiry 2/27/84 by Alabama Securities 

Divi sion.

Associated with Federal Property 

Record, Inc,

Preliminary order to deny or revoke 

exemptions and to cease and desist 

issued by Michigan Corporation and 

Securities Bureau 11/22/83.

The State of Alaska is presently in 

litigation with this firm. (See 
Alaska Land Leasing above.)

Inquiry concerning this firm received 

1/31/84 from David Reintf, 1508 S. 

Merlon, Aberdeen, South Dakota 57401. 

Information concerning inquiry was 

relayed to the South Dakota Division 

of Securities. Inquiry by Texas 

Securities Division, 3/6/84. Associated 

with Northwest Assets Corporation.

On 12/21/8'’, Norah Malkian, Commercial 

Lines Underwriter, Ultima Insurance 

Services, Inc., 3280 E. Foothill Blvd., 
Ste. 440, Pasadena, California 91107,

Alaska
3/15/84
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United American Mineral Corp. (Cont.)

United Arctic O i l , Inc.

1100 Glendon Ave., Ste. 2101 

Los Angeles, California 90024

Westchase Petroleum 
Exploration, Inc. 

401 W. Texas Street 
Midland, Texas 79701

made an inquiry to Lawyers Title 
Insurance Agency, Inc., Anchorage, Alaska 
concerning United American Mineral 

Corporation. The description of its 

planned activity would indicate that it 

intended to sell secondary leases in 

federal oil and gas properties in Alasia. 

No further information is available.

This firm has made solicitations in the 
the State of Alaska. On 8/25/33, Richard 

Hoffman, Attorney at Law, 903 Linda Flora 

Drive, Los Angeles, California 90040 
advised that his father in 1983 invested 

$10,000 with United Arctic, Inc. His 

father was sjppose to receive certain 

documents evidencing ownership of the 

lease. United Arctic Oil has foiled to 

produce these. Cease and desist crder 

issued by the Iov/a Superintendent of 

Securities 11/23/83.

Order to cease and desist issued by 

the Alaska Division of Securities 

12/15/83. Solicitation made to 

an Alaska resident who tape recorded 

the conversation. The tape recordings 

concerning this matter have been 

furnished by this office to the Anchorage 

office of the FBI. On 2/22/84, Mark 

W y s o c k i , Wisconsin securities division 

advised that his office is aware  ̂

one Wisconsin investor who sent $18,500 

to Westchase Petroleum in Denver, 

Colorado. The Denver FBI office is 

aware of that individual. Appears to 

be related to I W t h  American Resource 
Corporation.

Alaska
3/15/84

-8-
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he knew it was too good to be true. People 
just don’t call and tell you that you’ve won 
an oil and gas lease that’s worth $200,000. .x 

Those kinds o f things just don’ t happen. .But it happened to Jean King, a 53-year-old , a 
Willow housewife. >• . * • 'W

King and her husband, Joseph, were sitting at 
home-the-nfternoonof Nov. 27 whenlhe phone 
rang. The ca lle r said K ing’s name had just been 
drawn from among 92.000 others as the winner in 
the last oil and gas lease lottery ever to be held in 
Bpnvnrhead Countv. Mont.

She had won the rights to lease between 92 and i 
120 acres (depending on where the easements were 
located) which had great potential fo r oil ; \r (
discoveries. J „  ; • i  '■ > ;

,

V ‘Vb

and the Matanuska Valley Federal Credit Union, 
and borrowed the rest, she lied. Austin encouraged- 
her to do that. > -

King subsequently checked with a Colorado 
filing service and found out that the scheme was a 
scam. The filing service had never heard o f any 
Amoco producing wells in that part of Montana.

And then a different ca lle r from  West Chase 
Petroleum told her the next day that there were 70 
companies with oil property around her parcel (the 
first man had said 27), and he upped its worth to j  
between $150,000 and $200,000. ,v. , j

Had she wired that $8,250 yet?
No, she was still waiting fo r the bank loan to go 

t. through and fo r the papers about the property to 
‘ arrive. They had been sent days ago, the second 

ca lle r, West Chase Petroleum executive vice 
president John Hamilton, assured her. Mus* be a 
problem with the mailroom . No reason to wait fo r 
the bank loan, he told her, just wire half o f the 

During thut two-hour first pbone ca ll, she told
i was sutTOunded by other oil-rich , the man she first wanted to see the paperwork onlands neld bv Sohio, Gulf Oil, Exxon and Chevron, ‘ the property]'And she asked ‘she was told. Two well-known Amoco producing 
w e lls— Hershey No. 1 and Hershey No. 2 — were 
nearby. Some 27 petroleum companies in a ll had 
land right around the property King had just won, 
the man on the other end o f the line told her. *

'  A  ■ « ■ \  • ••' A ll she had to do was wire $8,250 to his company, 
West Chase Petroleum Ltd. of Midland, Texas, fo r

the property]'And she asked some pretty detailed7 
questions, like what the meridian was in Montana. 
The man, identified as Peter Austin, a West ■' nase 
Petroleum sales representative, didn’ t knov. and 
falsely said there were no meridians in Mon' ana. 

Then she said she and her husband didn’ t ba ve
$8,250. But they could raise the money if they 
closed out their savings accounts in a Willow bank

closing costs. The Bureau of Land Managemeiil " 1
t 1.J i

then would send h. r  the lease and one of the oil A ■ «««• JlZ V™ 1' It also led

S S c T o f Z ™  pro!“ b'y ° " e r her m0ney ,0 r  “ '"] - S S Z n . c S r l e 3  c T r t fH a m Z  lo  the Issuanci o f a cease and de- 
“ It ,nn onnd'nf n doni >• irinn told her: “ He has more creden- sist order here Thursday agahistWest Chase Petro leum , Charles

$120,000.

The lease was so valuable, the man’ saTd, that an
They are accused o f several

alternate who was selected in the lottery already 
had paid $8,250 fo r it. The alternate was going to be 
given the lease if King didn’t send in her money 
soon. ■ • ‘ , - - 1 •

King is no dummy. She’s been trying ' j
unsuccessfully to win an oil and gas lease through 
BLM lotteries fo r four years now. She knows that 
oil companies aren ’t just knocking on the door 
waiting to pay you $120,000 fo ra  lease that cost you 
$8,250. i  , t

money and she knew it. One day    7- - ,  fa fte r that first phone call, so J d  acts o f misrepresentation and 
La rry  Carro ll, a securities exam- not being licensed by the state to 
iner fo r the state division o f ,s e l l  securities. It'S the twe)ifbanking and securities. . s u c h  cecse and desist order

— *   sued by the state \n the last six
weeks.

A r> i)
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C arro ll’s probe also disclosed ' 
that West Chase Petroleum is the 
successor to North American Re­
sources, a firm  once investigated J 
by the FB I fo r misrepresenting 1 
the value o f oil leases. North j 
American Resources, a Florida 
firm , also had been run by Cerf. j 
He used it as his selling agent, : 
said Carro ll. ’ |

A ll o f this activity has got 
King feeling very grateful she 
wasn’ t duped like others have 
been in sim ilar scams. To get the 
$8,250, she and her retired hus­
band really would have had to de- : 
plete their savings accounts and 
sell o ff the equipment on their 
place at Mile 86.5 on the Parks 
Highway. •• oj

“ We sure as heck couldn't i 
have afforded to let that happen ; 
to us ," she said. King keeps hop­
ing that someday she’ll win a 
lease on federal lands through a 
BLM lottery. , i

“ But I don’ t think I ’d ever be 
lucky enough to get $200,000 fo rit ”  i t *

v . .. . . . \

John Knowlton is business edi­
tor of The Times. „  .. . . .  . ..... . .



N. W. Helmer
Postal Inspector

P.O . Box 30456 
Los A ngles. CA 900303- <£-
P. O. Box 30456 
Los A ngles, CA 90030
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T h e  A t t o r n e y  G e n e r a l  a n n o u n c e d  t o d a y  t h e  s i m u l t a n e o u s
*

e x e c u t i o n  o f  (15-17) s e a r c h  w a r r a n t s  o n  (22) c o m p a n i e s  b y  t h e  

P o s t a l  I n s p e c t i o n  S e r v i c e ,  t h e  F e d e r a l  B u r e a u  o f  I n v e s t i g a t i o n  

a n d  t h e  O f f i c e  o f  I n s p e c t o r  G e n e r a l ,  U . S .  D e p a r t m e n t  o f  I n t e r i o r  

d i r e c t e d  a t  f r a u d u l e n t  b o i l e r  r o o m  t y p e  s a l e  o p e r a t i o n s  in  

( Fl o r i d a ,  N e w  J e r s e y ,  N e w  Y o r k ,  C a l i f o r n i a ,  M i c h i g a n ) . (List 

a t t a c h e d ) .

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

t h e  a p p l i c a t i o n s  f o r  t h e  s e a r c h  w a r r a n t s ,  t h e  i n v e s t i g a t i o n s  h a v e  

i d e n t i f i e d  s e r i o u s  a b u s e s  b y  c o m p a n i e s  e n g a g e d  in h i g h  p r e s s u r e d  

t e l e p h o n e  s a l e s  s o l i c i t a t i o n ,  k n o w n  as  b o i l e r  r o o m s ,  t h a t  p u r p o r t  

t o  be  l e g i t i m a t e  f i l i n g  s e r v i c e s  p r o m o t i n g  p a r t i c i p a t i o n  in th e 

F e d e r a l  S i m u l t a n e o u s  O i l  a n d  G a s  L o t t e r y  h e l d  b y  t h e  B u r e a u  of 

L a n d  M a n a g e m e n t ,  U. S.  D e p a r t m e n t  o f  I n t e r i o r  a n d  o t h e r  l e a s i n g  

p r o g r a m s  o f  t h e  B u r e a u  o f  L a n d  M a n a g e m e n t .  I n v e s t i g a t i o n s  h a v e  

i d e n t i f i e d  a g e n e r a l  p a t t e r n  o f  f r a u d u l e n t  o p e r a t i o n  b y  t h e s e  

b o i l e r  r o o m  s a l e s  t y p e  fi r m s .

T h e  B u r e a u  o f  L a n d  M a n a g e m e n t  h a s  h e l d  b i - m o n t h l y  l o t t e r i e s  

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

g o v e r n m e n t  la nd.  I f  a p e r s o n  w o n  in  t h e  l o t t e r y ,  h e  c o u l d  l e a s e  

h i s  p a r c e l  f r o m  t h e  g o v e r n m e n t  fo r $ 1 . 0 0  p e r  a c r e  p e r  y e a r  for 

t h e  f i r s t  f i v e  y e a r s  a n d  $ 3 . 0 0  p e r  a c r e  p e r  y e a r  f o r  t h e  r e m a i n i n g  

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

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

B u r e a u  o f  L a n d  M a n a g e m e n t  i s s u e s  t w o  t y p e s  o f  l e a s e s  f o r  o i l  a n d

L O T T E R Y  P R O G R A M



f i l i n g .  T h e s e  b o i l e r  r o o m s  w e r e  c h a r g i n g  a n  a v e r a g e  o f  $ 3 0 0 . 0 0  

p e r  f i l i n g  f o r  t h e i r  p u r p o r t e d  s e r v i c e s .  T h e  P o s t a l  I n s p e c t i o n  

S e r v i c e  e s t i m a t e d  t h e  a n n u a l  l o s s  t o  t h e  p u b l i c  d u e  t o  t h e s e  

f r a u d u l e n t  f i l i n g  s e r v i c e s  e x c e e d e d  $ 1 0 0  m i l l i o n  d o l l a r s .

O T H E R  S C H E M E S

W h e n  t h e  l o t t e r y  w a s  s u s p e n d e d  o n  O c t o b e r  12, 1 9 8 3 ,  f u r t h e r  

i n v e s t i g a t i o n  s h o w e d  t h a t  m a n y  o f  t h e s e  s a m e  o p e r a t o r s  b e c a m e  

i n v o l v e d  in s e l l i n g  l e a s e s  t o  t h e  p u b l i c  w h i c h  t h e  c o m p a n y  h a d  

b o u g h t  f r o m  t h e  B u r e a u  o f  L a n d  M a n a g e m e n t  o n  a n  " o v e r  t h e  

c o u n t e r "  b a s i s .  A g a i n  t h e s e  l e a s e s  a r e  on  p a r c e l s  o f  l a n d  n o t  in 

a k n o w n  g e o l o g i c a l  s t r u c t u r e  c o n t a i n i n g  o i l  o r  gas . T h e  m i n i m u m  

s i z e  o f  a p a r c e l  o f f e r e d  b y  t h e  B u r e a u  of  L a n d  M a n a g e m e n t  p e r  

a p p l i c a t i o n  is  640 a c r e s  a n d  t h e  m a x i m u m  s i z e  is 1 0 , 2 4 0  acres. 

T h e r e  is a $ 7 5 . 0 0  f i l i n g  f e e  p e r  a p p l i c a t i o n  a n d  a c h a r g e  of  

$ 1 . 0 0  p e r  a c r e  p e r  y e a r  f o r  th e f i r s t  f i v e  y e a r s  a n d  $ 3 . 0 0  p e r  

a c r e  p e r  y e a r  f o r  t h e  r e m a i n i n g  f i v e  y e a r s .  O n c e  the l e a s e  is 

a s s i g n e d ,  it m a y  b e  s u b - d i v i d e d  a n d  r e a s s i g n e d  in 40 a c r e  p a r c e l s  

o r  m u l t i p l e s  t h e r e o f .

B a s e d  o n  t h e  m i s r e p r e s e n t a t i o n s  t h a t  t h e s e  p a r c e l s  o f  l a n d  

c o n t a i n  o i l  a n d  g a s  a n d  t h a t  m a j o r  o i l  c o m p a n i e s  a r e  i n t e r e s t e d  

in d r i l l i n g  o n  th e l a nd,  t h e s e  b o i l e r  r o o m  o p e r a t o r s  a t t e m p t  to 

s e l l  t h e s e  l e a s e s  f r o m  $ 1 0 . 0 0 - 5 0 . 0 0  t o  as h i g h  as $ 3 0 0 . 0 0  p e r  

a c r e .  T h e  t r u t h  i s  t h a t  t h e  l a n d  is n o t  i n  a k n o w n  g e o l o g i c a l  

s t r u c t u r e  c o n t a i n i n g  o i l  o r  g a s  a n d  o i l  c o m p a n i e s  a r e  n o t  

i n t e r e s t e d  i n  t h e  land . F o r  i n s t a n c e ,  m a n y  o f  t h e s e  b o i l e r  r o o m s  

a r e  s e l l i n g  l e a s e s  o n  l a n d  in t h e  D e n a l i  a n d  T i e k e l  B l o c k s  in



TALLAHASSEE -- Florida Comptroller Gerald Lewis has ordered seven South Florida 

companies and nine associated individuals to stop selling oil and gas leases in 

violation of the state securities laws. The companies are allegedly selling 

mineral interests, primarily on federally-owned land in Alaska, without first 

registering with the Comptroller's Office. The Immediate Final Order to Cease 

and Desist against these sales practices is among the strongest possible action 

Lewis can take under Florida law and is effective imnediately.

According to Lewis, the companies use boiler room sales operations and 

high-pressure telephone sales techniques to solicit investors. Potential

investors are told that there is no risk involved and that they will receive a

guaranteed return on their investment by purchasing oil and gas drilling 

rights. The sales pitch has so far netted hundreds of investors who often paid 

up to $200 an acre for oil or gas rights to public land in Alaska. In most 

cases the companies acquired the leases from the federal government for $1 an 

acre.

Lewis' action is part of a continuing effort to stop widespread fraud by

boiler rooms operating out of South Florida which have been accused of

defrauding investors across tho country. However, Lewis stressed that this 

Order addresses a different abuse than orders issued in late 1983 by his office 

against 41 companies offering filing services contracts in connection with the 

federal oil and gas lease lottery. The present Order deals with direct offers 

to the public of oil and gas leases.

According to Lewis, the same federal laws allowing the noncompetitive 

award of mineral rights to public lands permit boiler room operators to abuse 

the lottery or to sell investors oil and gas leases. He said he is again

calling upon the federal government to reform present laws to require that 

mineral rights to public lands be granted only after competitive bidding.

The action taken by the Comptroller was coordinated with the FBI and the 

U.S. Postal Inspector's Office in Miami. The Order was served on the companies 

simultaneously with federal search warrants and subpoenas served on the same 

firms for evidence of mail fraud by the FBI and U. S. Postal Inspector.

(more)
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1. A L A S K A  E N E R G Y  G R O U P ,  L T D . ,  INC. 
c / o  R e g i s t e r e d  A g e n t :  D a v i d  S a r g o

1 1 6 0 0  N E  2 n d  A v e n u e  
M i a m i ,  F l o r i d a  3 3 1 8 1

2. E LI P A R I S
7 9 1 7  W e s t  D r i v e
N o r t h  B ay V i l l a g e ,  F l o r i d a

3. D A V I D  S A R G O
1 7 0 1  N E  1 1 5 t h  S t r e e t  
N o r t h  Mi am i ,  F l o r i d a

4. K I M B E R L Y  L A N D  A N D  M I N E R A L S  C O R P O R A T I O N  
c / o  R e g i s t e r e d  A g e n t :  W i l l i a m  F. H o g a n

61 M e r r i c k  W a y
C o r a l  G a b l e s ,  F l o r i d a  33 1 3 4

5. W I L L I A M  H O G A N  
61 M e r r i c k  W a y
C o r a l  G a b l e s ,  F l o r i d a  3 3 1 3 4

6. N O R T H  A M E R I C A N  L E A S E  A C Q U I S I T I O N  C O R P O R A T I O N  
c / o  R e g i s t e r e d  A g e n t :  M a r i l y n  C o r u j o

1 0 1 1  I v e s  D a i r y  R o a d ,  S u i t e  210 
N o r t h  M i a m i  B e a c h ,  F l o r i d a  331 79

7. A R T H U R  S. L E V Y
1 0 1 1  I v e s  D a i r y  R o a d ,  S u i t e  21 0  
N o r t h  M i a m i  B e a c h ,  F l o r i d a  3 3 1 7 9

8. P A C I F I C  N O R T H W E S T ,  INC.
c / o  R e g i s t e r e d  A g e n t :  K e n n e t h  G o l d

1 2 9 5 5  B i s c a y n e  B o u l e v a r d ,  #412 
N o r t h  M i a m i ,  F l o r i d a  3 3 1 8 1

9. K E N N E T H  G O L D
1 2 9 5 5  B i s c a y n e  B o u l e v a r d ,  #41 2 
N o r t h  Mia m i ,  F l o r i d a  3 3 1 8 1

10. P E T R O L E U M  L E A S I N G  C O R P O R A T I O N  O F  A M E R I C A  
c / o  R e g i s t e r e d  A g e n t :  G a r y  C. M a t s n e r

9 4 0 0  S o u t h  D a d e l a n d  B o u l e v a r d  #3 10 
M i a m i ,  F l o r i d a  3 3 1 5 6

11. R I C H A R D  G I L L A S P Y  
7 3 7 0  N W  3 6 t h  S t r e e t  
M i a m i ,  F l o r i d a  331  >6

12. S M I T H  W E B B E R  E X P L O R A T I O N ,  INC.
c / o  R e g i s t e r e d  A g e n t :  J o s e p h  H o r n e

6 5 2 0  L a k e  B l u e  D r i v e  
M i a m i  L a k e s ,  F l o r i d a  33 0 1 4

13. J O S E P H  H O R N E
6 5 2 0  L a k e  B l u e  D r i v e  
M i a m i  La kes , F l o r i d a

14. C A R O L  IIUDANISII 
1 6 6  H a r b o r  D r i v e
K e y  B i s c a y n e ,  F l o r i d a

15. S O U T H E A S T  O I L  & G A S ,  INC.
c / o  R e g i s t e r e d  A g e n t :  A l b e r t  W e s t o n

2 4 5 5  E a s t  S u n r i s e  B o u l e v a r d ,  #513 
Ft .  L a u d e r d a l e ,  F l o r i d a  3 3 3 0 4

16. A L B E R T  W E S T O N
2 4 5 5  E a s t  S u n r i s e  B o u l e v a r d ,  # 5 1 3  -
Ft. L a u d e r d a l e ,  F l o r i d a  3330 4
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STATE OF ALASKA

DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT

RICHARD A. LYON 
COMMISSIONER

For Information Contact:

Information Officer 
Department of Commerce 
& Economic Development 

Pouch D
Juneau, Alaska 99311 

Phone: 907-465-2504

FOR IMMEDIATE RELEASE February 3, 1984

Richard Lyon, Commissioner of the Department of Commerce and Economic Development 

advised that the department on February 3, 1984 issued a Temporary Order to Cease and 

Desist from the sale of unregistered securities to Chapin and Associates, Inc. of 

Sherman Oaks, California, its President, Scott Chapin, and Sales Manager, Karl Criddle.

Lyon said that the firm is offering Federal and State oil and gas leases for resale 

in the State of Alaska.

Lyon said that this is one of the many firms, primarily from California and Florida, 

who are marketing leases, although most of them do not make offers to Alaska residents.

Chapin and Associates, Inc. is using as part of its investment package a four-page 

folder used to advertise the annual International Conference on C o a l , Minerals and 

Petroleum which will be held in Anchorage on February 16 and 17, 1984. The conference 

is sponsored by Resource Development Council for Alaska, Inc. and the Alaska Department 

of Commerce and Economic Development. Lyon said that the State and the conference have 

no connection with investment programs offered by such-coinpanies as Chapin and Associates: 

Inc.

ECW/mc5/12c 
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STATE OF ALASKA 907/465-2521

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

DIVISION OF BANKING AND SECURITIES 

JUNEAU, ALASKA 99811

IN THE MATTER OF: )

)
CHAPIN AND ASSOCIATES, INC. ) ORDER NO. 84-12

SCOTT CHAPIN ) TEMPORARY ORDER TO

KARL CRIDDLE ) CEASE AND DESIST

 )

I.

1. Chapin and Associates, Inc. is a California corporation formed on 

December 20, 1982 which maintains addresses of 5230 Vesper Avenue, 

Suite #5, Sherman Oaks, California 91411 and 1642 Westwood Blvd.,

Los Angeles, California 90024. On August 16, 1983, Chapin and 

Associates, Inc. qualified as a foreign corporation authorized to 

do business in the State of Alaska.

2. Records of the Corporate Records Section, Alaska Division of Banking 

and Securities, indicate that Scott Chapin is President and 100% 

shareholder of Chapin and Associates, Inc. Chapin's address is 

2745 Mataro Street, Pasadena, California 91107.

3. Karl Criddle of 5530 Vesper Avenue, Suite #5, Sherman Oaks, California 

91411 is Sales Manager for Chapin and Associates, Inc.

II.

Chapin and Associates. Inc., Scott Chapin and Karl Criddle are offering 

in the State of Alaska certificates of interest in oil and gas leases 

which are securities as defined by AS 45.55.130(12). Attached and 

incorporated'as a part of this order and designated Exhibit "A" is the 

"service agreement" used by Chapin and Associates, Inc.



CHlPIN & ISSOCIflTES. INC"

Service Agreement

I hereby authorize and direct Chapin & Associates Inc., to obtain on my behalf o r otherwise transfe r into my 
ownership an A laska oil and gas lease invo lv ing acres described as follows:

M E R I D I A N : ____________________________________________________________________________________

T O W N S H IP :___________________________________________________________________________________________________
R A N G E :_______________________________________________________________________________________________________
S E C T IO N :_____________________________________________________________________________________________________

I acknowledge that the purchase o f Alaskan leases involves risk and that no guaranty has been given to me as to the 
value o f the lease, o r that the lease will appreciate in value.
I understand that i f  the above described lease is fo r any reason unavailable that C A l will substitute a lease in the like 
amount o f acreage o f equal o r g reater worth. I also understand that CA I will provide sim ilar services to other clients 
and agree to hold CA1 harm less fo r any conflict o f interest which may result in this regard. I agree to pay CA I the 
sum o f $___________________________in exchange fo r the above described services.

C L IE N T ’S F U E L  NAM E DATE Scott Chapin DATE
Director

S IGNATURE

1642 Westwood Boulevard •  Los Angeles, California 90024 •  (213) 474-1310



MEMORANDUM State of Alaska
r

TO: File

f r o m :  AEdward C. Watkins 

J ^ e c u r i t i e s  Examiner

DATE: 

FILE NO: 

TELEPHONE NO: 

' SUBJECT:

March 21, 1934

Federal Petroleum 

Cornoration

221 W. Oakland Park Blvd. #33 

Fort Lauderdale, Florida 

Lav/rence Gollin-President

Sue Sprague, 1630 George Bell Circle, Anchorage, Alaska 99515, phone 

354-7768, contacted the Alaska Department of Lav/ by phone on 3/19/84.

Sprague's m other has a cousin, Mr. Olin Smith of Box 356, Sheffield, 

Texas 79781. Smith owns a small ranch, he is about ready to retire and 
is approximately 70 years old.

In December 1983, he was contacted on the phone by Federal Petroleum 

Corporation of Fort Lauderdale, Floridr, The saleman told him that he 

was very fortunate that he had just wen an oil and gas lease and needed 

to put money down to preserve it. Smith paid $25,000 for what is 

allegedly 320 acres of lease land in the Fairbanks, Alaska area and 640 

acres of lease land in the Seward, Alaska area.

The last transaction date was 12/28/83 and papers are signed by Lawrence 
. Gollin as President of Federal Fetroleum Corporation.

The Federal Government land leasing programs w e r e  discussed with Sprague 

and she was advised to have her mother's cousin contact the Texas State 
Securities Board and an attorney.

ECU/wfs3/5

32184a

cc:Texas S ecu r it ie s  Commission 
/ri. 0 4 - C f / - •* L
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‘Boiler rooms’ Accordinglo'theaffiidavit,')h'e invetfors*,
. were toid that "they know there is oil -•'«

Continued from page a *v  , 0L/f  there," that "there is drilling a l l  over ,
about six hours in the Malibu offices yesterday and *fre  p la c e "  a n d  th a t  " t h e r e  W aS n o  W a y  • removed various files and other materials. . “  . , , . „  .:.

Meanwhile, sim ilar searches were conducted at 2C (the investor J COUIO miSS.___________.,
other alleged boiler room operations in New York,Michigan, Florida and New Jersey, the Justice in the court documents) in May, saic in an affidavit. 
Department announced. ’ filed in federal court in Los Angeles that he spoke with

Stephen T rotl, form er U.S. attorney in Los Angeles investors across the country who had received 
and now head o f the Justice Department’s criminal unsolicited calls from  ALCOR representatives, telling, 
division, estimated the schemes take in more than $100 them that they were selling "guaranteed" oil ajid gas 
m illion a year from  gullible investors across the nation, leases in Alaska.Los Angeles Assistant U.S. Attorney Bruce G. According to Hclmer’s affidavit, the investors also:
Merritt said his office ‘ ‘will be analyzing those were tc!d that "they know there is oil out there,’.’ that 
documents (seized in the search) to see if any criminal "there is drilling all over the place" and that "there, 
charges will be filed .”  was no way (the investor) could miss." •, • ,

"That’s amazing,”  Roger A. Chaffin, o f Huntington The affidavit noted that as o f Feb. 15, ALCOR held
Beach, a director o f Alaska Capital Corp., said when 23 oil and gas leases in Alaska, totaling about 111,000. 
informed by a Herald reporter o f the search. Chaffin acres, in an area in which no oil and gas drilling,' 
said he had no knowledge o f the government activity has taken place, no exploration is in progress 
investigation. • and no major oil company holds any leases., ,, . ; ,

The H e ra ld  was unable to contact other company According to the affidavit, ALCOR representatives,
officers last n ight offe red the leases fo r sale at $75 to $100 per acre. But.

Chaffin, who said he is not affiliated with Federal the affidavit also stated that ALCOR had acquired thej 
Land Information Corp., said Alaska Capital Corp. is a leases from  the federal government through the "over- 
legitimate business that markets Alaskan oil leases it the-countcr" procedure, which, according to the, 
has purchased and sells the leases to people whb want affidavit, costs the buyer a $75 fee and $1 per acre per 
to invest. He said potential investors are told the year fo r a 10-ycar lease. • , •investmentsare"highlyspcculative"and there are "no In the affidavit, Hclmer states: “ I believe that FLIC ,
assurances whatsoever." and At.COR are operating a ’boiler room ’ at the.

However, Postal Inspector N.W. Helmer, who began p reir * to execute a scheme and artifice to defraud- 
investigating Alaska Capital Corp. (known as ALCOR) and .o obtain money improperly from victims by ', 
and the Federal Land Information Corp. (called FLIC means o f false and fraudulent pretenses."
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‘Boiler rooms
Continued from page A-1* ,

about six hours in  the Malibu offices yesterday and 
removed various files and other materials.

Meanwhile, s im ilar searches were conducted at 20 
other alleged boiler room operations in New York, 
Michigan, F lorida and New Jersey, the Justice 
Department announced.'

Stephen T ro tt, form er U S. attorney In Los Angeles 
and now head of the Justice Department’s crim inal 
division, estimated the schemes take in  more than $100 
m illion a year from  gullible investors across the nation.

Los Angeles Assistant U.S. A ttorney Bruce G. 
M erritt said his office "w ill be analyzing those 
documents (seized In the search) to see i f  any crim inal 
charges w ill be filed ."

•That’s amazing," Roger A. Chaffin, o f Huntington 
Beach, a d irector of Alaska Capital Corp., said when 
inform ed by a Herald reporter of the search. Chaffin 
said he had no knowledge of the government 
investigation. .».

The Herald was unable to contact other company 
officers last night.

Chaffin , who said he is not a ffilia ted  w ith Federal 
ta n d  In form ation Corp., said Alaska Capital Corp. Is a 
legitimate business that markets Alaskan oil leases it 
has purchased and sells the leases to people whb want 
to invest. He said potential investors are fold the 
investments are "h igh ly  speculative" and there are "no 
assurances whatsoever."

However, Postal Inspector N.VV. Helmer, who began 
investigating Alaska Capital Corp. (known as ALCOR) 
and the Federal Land Inform ation Corp. (called FLIC

According to the affidavit, the investors 
were told that ” they know there is oil - ■ * 
out there, "  that " there is drilling all over . 
the place”  and that ” there was no way ; 
(the investor) could miss."_______
In the court documents) in Maj,, said In an a ffidavit, 
filed  in federal court in Los Angeles that he spoke w ith - 
investors across the country who had received 
unsolicited calls from  ALCOR representatives .fe lling, 
them that they were selling “ guaranteed” oil ajpd gas 
leases in Alaska. i l t  _

According to 1 U lm er's a ffidav it, the Investors also: 
were told that “ they know the.e  is oil out there,”  that 
"there  is d rillin g  a ll over the place” and that "there, 
was no way (the investor) could miss." •, ’ ,

The a ffidav it noted that as of Feb. 15, ALCOR hold 
23 o il and gas leases in  Alaska, totaling about 111,000. 
acres, In an area in which no o il and gas drilling,' 
activ ity  has taken place, no exploration Is in progress 
and no m ajor oil company holds any leases. , t . . ; , 

According to the a ffidavit, AI.COIl representatives, 
offered the leases fo r sale at $75 to $100 per acre. But! 
the a ffidav it also stated that ALCOR had acquired the, 
leases from  the federal government through tho "over- 
the-counter" procedure, which, according to the, 
a ffidavit, costs the buyer a $75 fee and $1 per acre per 
year fo r a 10-ycar lease. , •

In the affidavit, Helmer states: "1 believe that FLIC< 
and ALCOR are operating a boiler room’ at the. 
premises to execute a scheme and artifice to defraud • 
and to obtain money improperly from victims b y -, 
means of false and fraudulent pretenses."
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Although it hasn't any direct stake In the 

wave of oil-business acquisitions by m ajor 
U.S. corporations, the Organization of Petro­
leum Exporting Countries stands to benefit 
from these mergers, energy experts say.

Among other tilings, these experts say. 
the enormous amounts of money being gob­
bled up by the mergers diminishes capital 
available fo r finding new oil in the U.S. and 
increases reliance on imports in the long 
run.

Experts also say the ballooning size of oil 
companies doesn't strengthen the compa­
nies' hands in negotiations with OPEC be­
cause many independent buyers remain in 
the world oil markets to be played against 
one another by OPEC producers.

And the Federal Trade Commission's in­
sistence that merging companies spin o ff re­
fineries and gasoline stations opens the door 
for OPEC buyers to pick up these pieces.

Joseph Story, a Middle East expert with 
Washington-based Wharton Econometric 
Forecasting Associates, notes that U.S. oil 
company mergers and acquisitions in the

past live years nave cost a total oi iu“l bil­
lion. "That’s money that is largely taken out 
of exploration and production o f o il,"  he 
says.

Critics of the mergers contend the spend­
ing of huge sums to purchase oil companies 
may increase a particular company's oil re­
serves but doesn't add anything to total U.S. 
reserves.
Weak Against OPEC

Form er Energy Secretary James R . 
Sclilesinger, senior adviser to the invest­
ment firm  of Lehman Brothers Kuhn Loeb 
Inc. argues that the growing size of compa­
nies by virtue of these acquisitions doesn't 
give them muscle to stand up to OPEC, 
mostly because they remain dependent on 
supplies of overseas oil.

"The four large oil firms that make up 
the Aramco partnership in Saudi Arabia 
(Exxon Corp., Texaco Inc., Standard Oil Co. 
o f California and Mobil Corp.) have never 
been able to take on the Saudis because of 
their vulnerability and their equities there," 
Mr. Sclilesinger says.

Despite their size, which puts them 
among the world's biggest companies, these

Iimii giams m inim  overwneimingly depen­
dent on Saudi oil to Iced their marketing and 
refining networks. In 1982 they continued to 
buy Saudi oi! even though it was overpriced. 
They incurred enormous losses to avoid los­
ing their access to Saudi crude.

Moreover, the number of p layeis in the 
oil business has grown so large in the pasi 
decade tiiat no single company can exert 
much influence. Nordine Ait-Laoussine, 
managing director o f the oil-exptoration 
company, International Energy Develop­
ment Corp. of Geneva, who fo r years was a 
senior Algerian OPEC delegate, says that 
oil-exporting countries can have their pick 
of buyers. "A few mergers in America don't 
make that much of a difference,"  lie says.

What does matter to OPEC is the acquisi­
tion of so-called downstream facilities. 
These include refineries and gas stations 
through which oil producers can process and 
sell their oil at greater value than crude in 
the big markets of Western Europe and the 
U.S.
Kuwaiti Purchases

In the past few years several OPEC pro­
ducers have exercised this option. Kuwait,

lo r thsfanc e. purchased die Santa Fe Inter-* 
national Corp., an oil-drilling exploration 
concern, in 1981 and last yea r it purchased 
almost the entire gasoline-station and refiiu  
ing network of Gu lf Corp. in Western Eu­
rope.

Saudi Arabia served notice a few months 
ago that it was looking fo r downstream fa ­
cilities in the U.S. and Venezuela bought a 
siake in West German refineries.

The current wave of acquisitions offers 
further opportunities. Bits and pieces of nil 
companies are becoming available because 
the Federal Trade Commission sometimes 
insists that segments of companies involved 
in the mergers be sold.

D illa rd  Spriggs, President of Petroleum 
Analysis Lid. of New York says that, as a 
result o f Texaco's purchase of Getty Oil Co., 
the combined company must get rid o f two 
refineries and some service stations in the 
Northeast and on ttie West Coast. "No oil 
companies would buy these now because ev­
eryone is trying to downsize." he says. 
"Maybe the only buyers would be somebody 
like Kuwait or some other OPEC country," 
Mr. Spriggs says.

U.S. Seizes Evidence at 22 ‘Boiler Rooms’ 
Suspected in Illegal Sale of Gas, Oil Leases

f a . i t .

By R oiikht E . T av i.oii
S t u f f  I t r j i o r h r  o f  T in  W  a i . i .  S r u t  i r  J m u h n a i .

WASHINGTON-Fcderal agents m live 
states seized evidence from 22 companies 
suspected of fraudulent sales of oil and gas 
leases o r chances lo win them in a federal 
lottery.

The seizure was the first inultistate. coor­
dinated attempt to crack down on deceptive 
operators of "boiler-room " sales efforts, 
where leases are pushed by telephone solici­
tors.

Stephen Trott, head of the Justice De­
partment’s crim inal division, said the inves­
tigations are expected to lead to some a r ­
rests and Indictments, though none were an­
nounced yesterday. He said (lie investiga­
tions are being coordinated by Ins depart­
ment, the U.S. Postal Inspection Service, the 
Federal Bureau o f Investigation, and the In ­

terior Department’s Inspector General.
According to the Postal Inspection Ser­

vice, Americans lose more than $100 million 
a year to fraudulent nil and gas lottery 
scams.

Federal agencies regularly Investigate 
and prosecute many kinds of boiler-room op­
erations that they believe to he fraudulent. 
Often, Mr. Trottnoted, the companies set up 
new operations as quickly as their old ones 
are closed, lie  said lie Imprs a coordinated 
operation will alert llie public to the hazards 
of such solicitations, and "might scare a few 
people out of this,"

The agents used search warrants on com­
panies In F lorida, New Jersey, New York, 
California and Michigan.

Government offic ia ls said each of the 
companies lias claimed to help persons to 
enter the In terior Department's lottery of oil 
and gas leases on government land. Hut

while the department charges $75 to enter, 
boiler-room services charge an average of 
SHOO, Mr. Trott said.

According to Mr. Trott, many of these op­
erations fraudulently misrepresent the ser­
vice they provide. Some suggest they can 
improve the chances that ilie ir clients will 
win a lease, o r that the leases obtained ate 
known to contain oil and gas, the Justice De­
partment said.

Mr. Trott noted that the federal lottery is 
designed to award leases on tracts that 
aren't known to contain oil o r gas. F lo rida ’s 
comptroller, Gerald Lewis, says the vast 
majority o f the tracts sold In the boiler-room 
operations haven't any m ineral value, and 
that most "have previously been leased, 
some as many as eight o r nine times."

The In terior Department suspended the 
bi-monthly oil and gas lease lotteries on Oct. 
12 and has proposed changes Intended to dis­
courage speculation and fraudulent sales. 
But since then, officials say, many of the de­
ceptive sales operators have switched Into 
selling actual leases that they have pur­
chased from the Interior Department.

Oliver Revell, head of the FB I's crim inal 
Investigations, said many of these leases are

sold on assurances that "you will at least 
make a profit, and probably get rich," se ll­
ing the lease to an oil company.

Enstar Corp. Says It Boosted 
Proved Reserves o f Oil, Gas

HOUSTON -  Enstar Corp. said it in­
creased Its proved oil and condensate re ­
serves 30% lo 23.0 million barre ls In l!is:t 
from 17.2 million a year earlier. Natural gas 
reserves increased 537. to 872.8 billion cubic 
feel Irom  410.2 billion.

Enstar said »i»»:;cstlc oil reserves rose 
11% to 10.4 million barrels from  9.1 million a 
year canter. Domestic natural gas rese r.es 
Incre ased 207. to 81.9 billion cubic feel from  
(is.fi billion.

Miicli o f Enstur's reserve growth comes 
Irom  its S180 million acquisition of Superior 
Oil Co.'s Interest in an Indonesian Joint ven­
ture that explores fo r and develops oil and 
natural gas. That boosted Enstur's stake in , 
the venture to 23,1% from 15.07#.

In addition, Enstar said, it budgeted $118 ... 
million for 1981 capital expenditures, com -' 
pared with 597,7 million spent In 1983.* •''
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MEMORANDUM State of Alaska
t o: File

FR0M: ")Edwa rd C. Watkins 

^ S e c u r i t i e s  Examiner

DATE: 

FILE NO: 

TELEPHONE NO: 

• SUBJECT:

March 21, 1934

Federal Petroleum 

C o m o r a t i o n

221 W. Oakland Park Blvd. #33 

Fort Lauderdale, Florida 

Lawrence Go! 1 in-President

Sue Sprague, 1630 George Bell Circle, Anchorage, Alaska 99515, phone 

354-7768, contacted the Alaska Department of Law by phone on 3/19/84.

Sprague's mother has a cousin, Mr. 01 in Smith of Box 366, Sheffield, 

Texas 79731. Smith owns a small ranch, he is about ready to retire and 
is approximately 70 years old.

In December 1983, he was contacted on the phone by Federal Petroleum 

Corporation of Fort Lauderdale, Florida. The saleman told him that he 

w as very fortunate that he had just won an oil and gas lease and needed 

to put money down to preserve it. Smith paid $25,000 for what is 

allegedly 320 acres of lease land in the Fairbanks, Alaska area and 640 

acres of lease land in the Seward, Alaska area.

The last transaction date was 12/28/83 and papers are signed by Lawrence 
Gollin as President of Federal Petroleum Corporation.

The Federal Government land leasing programs v/ere discussed with Sprague 

and she was advised to have her mother's cousin contact the Texas State 
Securities Board and an attorney.
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^Securities firm 
probed by FBI;
;; fraud alleged

$ W A u I d  l a n g  s y n e
•'•t,'1? >’ t j v ~' •* t»«,*>i> J/ -ft

write this menage la lights 
of the Conejo Valley. It was

News Chronicle photographer Roger Hardy us
Vot photog raph ic  m a g ic  to welcom e 1981.

irk wb rrlecl; E P
•i't * 'X'*'yivyrrjr)r~S~ -r i/ *isiib£- ■• — I j y  J )  |ring toxic-truck deluge

•atari

ifrftirr,
y pount << ton* of material that may be

10  ̂WP l Cov,na land,l|l- The 
— ®'jdoubl*dly will bring more 
. track traffic to Ventura County and In

?  S t l*  10 W w ? *rk- To muddy the issue • p p -  .. farther. the new trucks will be 
,n» ™  carrying haurdoui waste material. „ „  
» £  ’2 8 3 * 1"

V *  *  w S ^ lnquel,,ont°™ « ly
- T S  ‘ ■*0QW < “ » * < «  their t o n e
l ^ :c K t a ata??A B5 ,t landhM 1" West
*■« !» *"". limited 7?*r,

Resources n e a r  Santa Maria.
Since trucker* admittedly arc ,  

already usingtthe Moorpark route to 
avoid tho Conejo scales, it follows tha 
they WiU continue to beat a pan, 
through lh* ra™1 ,ow"  °f ab°ut io ooo.'

Ventura Coun ty Supe rv iso r Ed Jones 
of Thousand Oaks reacted immediately 
and an|n |y 10 lhe EPA's decision. a

'■l'Bsioing to demand that measures ‘
: be uksn to protect the residents of "*

By PAUL PRINGLE
K m  QhTMtH\*

A Westlake Village man and a 
company he controls have been died 
far securities laws violations in several 
states and are the subject of an FBI 
Investigation of possible fraud in the 
selling of purportedly worthless 
Interests in oil leases. The News 
Chronicle has learned.

Terry J. Rlsenhoover nnd Alaska 
Land Leasing Inc., which recently 
began operating in Thousand Oaks, 
have been served since March with 

.cea.'c and desist orders alleging 
.securities violations in Iowa, 
(Minnesota nnd Missouri, according to 
legal officials In those states.

Alaska Land leasing Is also named 
os a defendant In a civil complaint 

; filed Oct. 24 by the Alaska attorney 
general's olfice which alleged 
securities violations and an ‘‘intent to 
deceive ami defraud purchasers”  In 
the sale ol the oil lease interests.

The FBI has been Investigating 
Alaska Land Lessing since late last 
year for possible mail fraud, wire 
fraud and interstate transportation of 
stolen property, said FBI spokesman 
John Hoos in U s  Angeles.

A Newbury Park firm  that engage*

‘ -Ventne* County." said Jones. "First, 
the weigh station on the Conejo Gradea morw oowtvrr. limited ih» une w ^s" jih .u .i — m.juvj

(See TRUCKS.
 ------  • V .. ,..•

PageJ)

A  hi a business very similar to that of 
%AI*skn Land Uastng — Federal U nd 
^Management Corp. — Is also the 
target of an FBI (raud Investigation, 
iaccording to Special Agent Fred 
Reagan. As part of that probe, agenls 
■re trying lo determine whether the

two companies are connected, Reagan 
said.

Federal Land Management Is 
accused in a U.S. postal inspector's 
affidavit of running a fraudulent 
"boiler room" operation in which 
telephone solicitors sold oil and gas 
lenses on Wyoming land thr company 
docs not own.

Postal Inspectors armed with a 
search warrant seized a large number 
ot documents in a Nov. 22 raid on 
Federal Land Management's 

• Lawrence Drive offices.
No criminal charges have been filed 

, against Rlsenhoover, Alaska Land 
.Leasing or Federal Land ManagemenL

Rlsenhoover, 39-year-old chairman 
,‘ and principal stockholder In Alaska 1 
.Land Uaslng, dented any wrongdoing, ? 

11 and said that " t il l these circumstances 1 
0 'will be satisfactorily resolved in  m . •■ur 

matter of months." .«••»„ vvso'siy, 
"  "No chstges will bo b ro u g h t  bwcaase 
there Is no basis (or sach chary**," be 
is id. , . »> have a thriving .
organisation. VTe’r r  proud of what 
we've done, and we “tv proud of where 
we're going.

Rlsenhoover sstd he has do 
connection with Federal Land 
Management, and accused that 
company of "mlsusuvg Uw name'* of 
Alaska Und Leasing In sales pitches. 
Several attempts to contact Federal 
Land Management o fltc tr .1 for ’
comment were unsuccessful. regys/.-*

d •
(Sec LEASING, Page 4) . i t
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