COMMITTEE REPORT

SENATE
FURTHER:
Dat
411186 ate
Mr. President
The Committee on FINANCE considered CSHB 126 (JuD)

amending the Alaska Securities Act,
and (a majority of the committee) (the committee) reports it back with
the following recommendations:
1 do pass
do pass with attached amendment(s)
replace with/or adopt CS for
new title
same title and recommends

and attached a "LETTER OF INTENT" [ 1 NEW FISCAL NOTE

reports it back without recommendation

1 recommends referral to Committee
1EMBERS SIGNING MEMBERS HAVING
DO PASS OTIIER RECOMMENDATIONS
Chairman

Chairman recommendation



COMMITTEE REPORT

SENATE
FURTHER:  FINANCE
4/29/85
Date
Mr. President
The Committee on JUDICIARY considered CSHB 126 (Jud)

amending the Alaska Securities Act. i

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

X do pass
do pass with attached amendment(s)
i - gelhWré-= o A
replace wilth/or CS forE> { hz, \jisj (
new title

same title and recommends

and attached a "LETTER OF INTENT™ [ ] NEW FISCAL NOTE
reports it back without recommendation

recommends referral to Committee

MEMBERS HAVING
OTHER RECOMMENDATIONS



COMMITTEE REPORT

SENATE
FURTHER: (JUDICIARY™
FINANCE
4/18/85
Date
Mr. President
The Committee on Labor & Commerce considered CSHB 126 (Jud)

amending the Alaska Securities Act.

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

t<j do pass

[ ] do pass with attached amendment(s)

[ ] replace with/or adopt CS for

[ i new title

[ ] same title and recommends

[ ] and attached a "LETTER OF INTENT" [ 1 NEW FISCAL NOTE
t ] reports it back without recommendation

[ ] recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING

DO PASS OTHER RECOMMENDATIONS
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Offered: 4/1/86
Referred: Finance

Original sponsor: Rules/Governor

IK THE HOUSE

BY THE JUDICIARY COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 126 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

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

BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45.55.140(a)(5) is amended to read:

(5) a security [AN INVESTMENT CONTRACT] issued in connec-

tion with an employee's stock purchase, savings, pension, profit-

sharing, or similar employee's benefit plan [IF THE ADMINISTRATOR IS

NOTIFIED IN WRITING 30 DAYS BEFORE THE INCEPTION OF THE PLAN OR, WITH

RESPECT TO PLANS WHICH ARE IN EFFECT ON MAY 9, 1959, WITHIN 60 DAYS

THEREAFTER, OR WITHIN 30 DAYS BEFORE THEY ARE REOPENED IF THEY ARE

CLOSED ON MAY 9, 1959];

* Sec. 2. AS 45.55.260(c) is amended to read:

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

is made in this state, whether or not either party is then present in
this state, when the offer

(1) originates from this states [OR]

(2) is directed by the offeror to thi' state and received at
theplace to which it is directed, or at a post office in this state
in the case of a mailed offer”

(3) is for aninterest or participation in an oil, gas, or
mining right, title, orlease on land in the state, including sub-
merged land, regardless of where the offer is made;

(4) is for aninterest or participation in payments out of
production under an oil, gas, or mining right, title or lease on land
in the state, including submerged land, regardless of where the offer

-1- SCS CSHB 126 (Jud)

CO/VAIITTEE COPY
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) Is for an interest or participation it* real property
located 1in the gfcgtc, or 1It; a doner,tic corporation or a denestic
1fnltgd partaarohipt Im-isdiction under thio paragraph nay be er-
with the consti—

ereiscri onlv when tha exercise l.a not inconsistent.

tution of this state or of che United States.
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Offered: 3/2.0/85
Referred: Finance

Original sponsor: Rules/Coventor

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 126 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For en Act entitled: "An Act attending the Alaehn Securitiec Act."”

EE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 45.55.260(c) ?Is attended to road:

(c> For the purpose of this unction, an offer to sell or to buy
ie made 1in this state, whether or not either parry is then present in
this state, when the offer

(1) originates from this state*. [OR]

(2) 10 directed by the offeror to this state and received at
the place to which it is directed, or at a post, office in this state
in the case of a nailed offerj

(3) JLs_ for an interest cr participation in an oil, Rag, or
nlning right, title, or lease on land in the state, including sub—
merged land, regardless of where the offer is wade;

4) is for an interest or participation In payments out of
procvuction under an oil? pas, or wining right, title or lease on lend
ir. the state, 1including submerged land, regardless of where the offer
is reade; or

L5) is for an interest or participation In real property
located in the state, a domestic corporation, or a domestic limited
partnershipj .jurisdietiga? under this paragraph nay be exercised only
when the exorcise 1is not inconsistent with the constitution of this

state or of the United States.

rAoV e CSHB 126(Jud)

COMMITTEE COPT

engrossed



STATE OF ALASKA *1085 LEGISLATIVE SESSION
FISCAL NOTE

corrected Revision Date: .4/4/85

RequesT Page 1 10g/T~ £1SCAL DETAIL
Bill/Resolution No.: CSHB 126(Ju Agency Affected: Commerce and Econ. Dev.

Title:An Act Amending the Alaska Program Cateqory Affected:
Securities Act Consumer Protection --—---—---——--—m-
Sponsor: BRU, Program or Subprogram(s) Affected:

Requestor: Ranging ipr.nrit.ies and Corporations
Date of Request:_

85 FY 86 FY 87 FY 88 FY 89 FY 90

\  OPERATING

roUTtf(501Wr SIRVTCES" ~ 14.0 35.4 36.8 382 40.0
200 TRAVEL inn 11.7 12.4 13.1 14.1
BOO CONTRACTUAL ', 44 3 47 .4 50.2 534
100 SUPPLIES in —11 1.9 1.3 1.4
500 EQUIPMENT 50
500 LAND & STRUCTURES
700 CRANTS, CLAIMS
BOO MISCELLANEOUS

TOTAL OPERATING 92.2 91.ni 97.8 102.8 108.9

CAPITAL
C REVENUE

FUNDING: (Thousands of Dollars)
jtweahL ruNo

9?2.7? 93.01 97.8 102.8 lua.9
rEDERAL FUNDS 1
3THER
TOTAL kek] 91.01 97.8 102.8 1U8.9
CAL-ilnt . 1.0 1.0 1.0 1.0 “T .y
RART-T1IME
TEMPORARY \

ANALYSIS: Attach a separate page if necessary
House Finance substitute fiscal note consolidates funding into Dept, of
Commerce and Economic Development. Legal expenses will be RSA"s to Dept,
of Law as needed. Backup from Dept, of Law and Dept, of Commerce is attached,

Prepared By: t Q Phone:
Division:- Qqikp Finance Uate: ~

i
Approved by Commissioner: Date:
Agency: *

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor / /
Office of Managgmen& and Budget

1 "o/
Impacted Agency(ies) . D 741784

(Yom m<2rc ™ OF



$ /2-~ " AFISCAL note analysis

This bill, if enacted, will require that the Securities Section of the
division undertake securities registration for the sale of oil and gas
leases located in Alaska and will undoubtedly result in increased filings
as well as substantial efforts in compliance and enforcement activities
including hearings. A Business Registration Examiner position will be
necessary to support these registrations. The current substantially
increased workload has stretched the examining/enforcement staff to the
limit. The additional clerical support will free up the professional
staff time to cope with the expanded registration and enforcement duties
imposed by the proposed legislation.

Travel of 3.0 will be required for investigation of wrongdoers in the
field. Contractual funds of 3.0 is needed for hearing officer purposes
in administrative proceedings. Additionally, a one time expense of 5.0
is included to cover costs of typewriter and computer terminal for the
new position.

Amounts shown in FY "85 assume bill passage with an effective date that
will permit one month personal services and purchase of equipment within
this fiscal year. Form C5 reflects 5.0 in FY "86 for equipment assuming
we do not have authority in FY "85.

0932W10884a



Fiscal Note. December 12, 1984
Analysis NG

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

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

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

Enactment of this bill will require the attorney
general to provide additional legal support for research, advice
and enforcement action 1in the courts, as requested by the
Division of Banking and Securities. As most of the offending
companies are located outside Alaska, lawsuits to obtain
injunctions against them will require substantial out-of-state
travel funds to take depositions and interview witnesses, as well
as funds to conduct those depositions and interviews.

It is expected that, at a minimum, Tfive trips outside
Alaska will be necessary to enforce registration of sales Alaskan
oil, gas, or mineral leases outside Alaska. It will also be
necessary to hire court reporters in order to take depositions
and to hire outside counsel to file actions 1in jurisdictions
outside the state.

OQut-of-state Travel
5 trips X $800 air fare = $4,000

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

Total travel & per diem = $8,000



Contractual
Court reporter services

6 hrs. X $80 X 40 days = $19,200
OQutside counsel 4 occurrences

X $5,000 = $20,000
Total $39,200
TOTAL COSTS $47,200

Costs beyond FY 86 include a 6% annual

inflation factor.



position tiiie

BUSINESS REGISTRATION EXAMINER

type of posiiiof SIAFF 1IOIIIHS  RP 1IUII
Fulltime 12
i CUM ILIATIQJ 1aVI L Jmn T 01

lil'c H 1A' lull llirtt
i /7
IEGShBAL SLIIVIILS

5.  Sjlary 25.6

6. liteclils oTo
Supp It.i.acdl Ucnefits TTT

“b. FixgJd Himel i1l

"3. mirL I-tlt.lilml SERVICES Oi

To. Travel 02-

\T. Contractual 03

ii!  Ccr.i.sdities 09

ii! Equipment 05

iv. Cll»;r

is. IulAl  COST

RECEIPT CGuE fU."IDIIC SOURCE

16, Federal Receipts 1(102
C.F. Hatch 1003
Concral Funds 1009
19 1-A Receipts 1005
Program Receipts 1028
21 Other
*
I0H UJM USE ONLY
KEY 11UKCER
AGENCY.
PROCRAM
* fiRU.

COMPONENT.

JARG. umr PACE/LINE . -
G cpynl *APPROY.  DISI®p.
128 GGU
PCI) TUHIUR OKU PRIORI IY LUCA 110il ELECT 10il DISTRICT
Juneau leg;:?
JUS1PICA 11011
Al iuTdir - ) ) oL
A new position will be required when the Alaska Securities
Act 1is amended to protect the public against the shams 1in
oil and gas land leases involving Alaska lands. The
Securities Section will undertake the registration of these
leases and will experience a substantial increase in the
requirements for compliance, enforcement including hearings.
34.0 S . - . .
The responsibility for this position will be to set up in—
2.7 vestigative files, maintain data entry, file investigative
-3-0- reports, coordinate material necessary for preparation of
JLEL Cease and Desist Orders or possible court actions, screen
-5J1. initial registration documents, do follow-up for inquiry
with other securities jurisdictions, BLM, DNR, as well as
JS5JL local State and federal law enforcement agencies.
Manage files and documents relative to registration, record
funds. In-field registration inspection as required.
Generally assist securities examiner as directed.
Commerce & Economic Development
Consumer Protection FY 86/
Banking, Securities & Corporation5p3ne * of
Financial Institutions Revised Date

HAIICE/STCP



STATE OF ALASKA-1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST 1In\n( - n FWME BETARE
Bill/Resolution No.: M F "~ i * ~ Agency Affected: Department of Law
Title: "An Act amending the Alaska Program Category Affected:

Securities Act. General Government
Sponsor: House Rules/by reg.~ of Gov. BRU, Program or Subprogram(s) Affected:
Requestor: Governor®"s Office - OMB Legal Services Operations

Date of Request: 12/11/84

UAT LIHJ1 1UVLJ/ DLVLI i/uiiuiai
FV 8b FY 86 FY 87 FY 88 FY 89 FY 90
OPERATING
100 FtK5CNAL SERVICES
200 TRAVEL 8.0 8.5 9.0 9.5 10.1
300 CONTRACTUAL 39.2 41.6 44 .0 46.6 49.4

*00 SUPPLIES

500 EQUIPMENT

500 LAND 4 STRUCTURES

700 GRANTS, CLAIMS

300 MISCELLANEOUS 1

TOTAL OPERATING -0- 47.2 50.1 53.0 56.1 59.5
CAPIY A1

REVENUE

JENTKFtL rUNU -0- 47 .2 50.1 53.0 56.1 59.5
rEDERAL FUNCS

DTHER
TOTAL

POSITIONS:

-UrL-11Mte -0- -0- -0- -0- -0- -0-
3ART-TIME

TEMPORARY

ANALYSIS: Attach a separate page if necessary

Not specified by sponsor.

Prepared By:_ Richard 1. Pegflds, Director Phone: 465-3672

Division: Administration Division Date: 12/12/84
_ Xa.LJ. mm g

Approved by Commidissioner: Norman(F. Gorsuch Date: 12/12/84

Agency: Department of Law

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 7/1/84



OFFICE OF THE GOVERNOR
4MNEAU

January 25, 1985

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill that amends the
Alaska Securities Act (AS 45.55) by extending 1its scope to.
include offers to buy or sell interests 1in oil, gas, or
mining rights on land in the state, regardless of where the
offer or sale occurs.

The bill was jointly prepared by the division of banking,
securities and corporations of the Department of Commerce
and Economic Development and the consumer protection section
of the Department of Law in response to numerous complaints
of fraudulent oil and gas lease schemes. These schemes
typically involve solicitations by firms located outside
Alaska who acquire an interest in oil or gas leases through
bid offerings of the Department of Natural Resources or the
federal Bureau of Land Management.

The * _se tractsthese firms acquire are often the Ileast
likely to contain valuable oil,gas, or mineral resources.

However, these firms conduct massive high pressure telephone
sales and media advertising aimed at would-be 1investors in
the lower 48 states, promising them high returns if they
"invest™ in a portion of one of these Alaskan oil or gas

leases. The offering firms often falsely represent that
they have expertise 1in oil, gas or mineral exploration or
development. What 1is especially offensive to our state is

that these slick operators often use names such as "Alaska
Oil and Gas Exploration™ or "Alaska Petroleum Investments,"
and set up empty "shell™ corporations with Alaska addresses.

This bill would broaden the Alaska Securities Act to cover
these business firms even if the "investment"” sales are not
made in our state or to Alaska residents. Essentially, the
bill would do this by extending the jurisdiction of our
state securities regulators and of our courts over these



fraudulent schemes. The state would be able to take legal
actidn against these out-of-state sellers of Alaska mineral
rights. By amending the Securities Act, Alaska can require

these firms to file securities registrations regarding their
sales, and to give prospective purchasers truthful informa—
tion about the likelihood of realizing a gain on such
investments.

This legislation will not affect legitimate companies
engaged in oil, gas, or mineral exploration or production,
as they are already exempted from the Alaska Securities Act
by AS 45.55.140 (b) (17) .

This bill should be supported by consumer groups as well as
by the legitimate members of the oil and gas industry.
Therefore, 1 urge your prompt action on this bill to prevent
further damage to the commercial 1image, nationwide, of
Alaska.

Sincerely

Governor



ALASKA STATE LEGISLATURE

simi-fo.... Legislature .. Session

HOUSE ...BILL......... no.l21

By THE RULES COMMITTEE/BY

REQUEST ®©F" THE GOVERNOR
Sl

"Ail Act amending the Alaska
Securities Act."

3SHB 126 (Jud) BY JUDICIARY

Yffetid: 3/20/85
Kaferixid/: Finance

TIJLE: Same

Ak.Securities Act/amend

Introduced in the House . ,19....

%—002 0

HISTORY IN THE HOUSE

Read first time and referred
to Committee on

Jan. LJUDICIARY, AND
FINANCE

Reported back with
recommendation that
20 - S"eS—tTfcL*»

f ~aX/77-

) second time and
GUy n

- cArhrJ

Read third time and

PASS-** Effective Date
Yeas Yeas/
Nays Na/s
Absent / Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Sent to Senate

CHIEF CLERK OF THE HOUSE

HISTORY IN THE SENATE

Read first time and referred
to Committee on

Reported back with
n recommendation that m/xYr

rs/s-*»

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Returned to House

SECRETARY OF THE SENATE

HISTORY IN THE HOUSE

Received from Senate

Concurred inSenate amendment
thus adopting:

VOTE
Failed to concur in Senate amend*
ment V (%si_kgd Senate to recede

Senate receded from amendment
VOTE

Senate failed to recede from
amendment
VOTE

CC appointed by House

CC appointed by Senate

CC adopted by House
VOTE

CC adopted by Senate
VOTE

To enrolling
Reported correctly enrolled
Sent to Governor

by Governor
Filed with Lt. Governor

Chapter No.
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Offered: 3/20/85
Referred: Finance

Original sponsor: Rules/Governor

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 126 (Judiciury)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

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

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

*

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

(c) For the purpose of this section, an offer to sell or to buy
is made in this state, whether or not either party is then present in
this state, when the offer

(1) originates from this state” [OR]

(2) is directed by the offeror to this state and received at
the place to which it is directed, or at a post office in this state
in the case of a mailed offer®

(3) is for an interest or participation in an oil, gas, or
mining right, title, or lease on land in the state, including sub-
merged land, regardless of where the offer is made;

(4) is for an interest or participation in payments out of
production under an oil, gas, or mining right, title or lease on land
in the state, including submerged land, regardless of where the offer
is made; or

(5) is for an interest or participation in real property
located in the state, a domestic corporation, or a domestic Ilimited
partnership; jurisdiction under this paragraph may be exercised only
when the exercise is not inconsistent with the <constitution of this

state or of the United States.

-1- CSHB 126 (Jud)
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Offered: 4/1/86
Referred: Finance

Original sponsor: Rules/Governor

IN THE HOUSE BY THE JUDICIARY COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 126 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
] A BILL
For an Act entitled: "An Act amending the Alaska Securities Act."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45.55.140(a)(5) is amended to read:

(5) a security [AN INVESTMENT CONTRACT] issued in connec-

tion with an employee’s stock purchase, savings, pension, profit-

sharing, or similar employee's benefit plan [IF THE ADMINISTRATOR

IS

NOTIFIED IN WRITING 30 DAYS BEFORE THE INCEPTION OF THE PLAN OR, WITH

RESPECT TO PLANS WHICH ARE IN EFFECT ON MAY 9, 1959, WITHIN 60 DAYS

THEREAFTER, OR WITHIN 30 DAYS BEFORE THEY ARE REOPENED |IF THEY ARE

CLOSED ON MAY 9, 1959];
* Sec. 2. AS 45.55.260(c) is amended to read:

(c) For the purpose of this section, an offer to sell or to
is made in this state, whether or not either party is then present
this state, when the offer

(1) originates from this state® [OR]

(2) is directed by the offeror to this state and received

buy

in

at

the place to which it is directed, or at a post office in this state

in the case of a mailed offers

(3) is for an interest or participation in an oil, gas, or
mining right, title, or lease on lai in the state, including sub-
merged land, regardless of where the offer is made;

(4) is for an interest or participation in payments out of
production under an oil, gas, or mining right, title or lease on land

in the state, including submerged land, regardless of where the offer

-1- SCS CSHB 126(Jud)



is made; or

(5) is for an interestor participation in real property
located in the state, or in a domestic corporation or a domestic
limited partnership; jurisdiction under this paragraph may be ex-
ercised only when the exercise isnot inconsistent with the consti-

tution of this state or of the United States.

SCS CSHB 126(Jud) -2-



STATE OF ALASKA *1-985 LEGISLATIVE SESSION
-FISCAL NOTE

CORRECTED Revision Date: .4/4/85
REQUEST PaSe 1 of  _......... FISCALDETAIL
Bill/Resolution No.- CSHB 1 2 6 Effected: Commerce and Econ. Dev.
Title: An Act Amending the Alaska Program Category Affected:
Securities Act Consumer Protection
Sponsor: BRU, Program or Subprogram(s) Affected:

Requestor:

- aaniHng sprurities and Corporations
Date of Request:_

Dollars)
IV 8b FY 8£ FY 87 FY 88 FY 89 FY 90

~ OPERATING
iOu Personal services id n 35 4 36.8 38.2 40.0
200 TRAVEL mon 11.7 12.4 13.1 14.1
300 CONTRACTUAL 47 9 448 47 4 50.2 53.4
<f00 SUPPLIES 0 1.1 1.2 1.3 1.4
500 EQUIPMENT U
500 UNO & STRUCTURES
700 CRANTS, CUIMS
900 MISCELUNEOUS

TOTAL OPERATING 1 92.2 93.0i 97.8 1 102.8 108.9

CAPITAL
REVENUE

o (Thousands of Dollars)
JCACL ru\D 922 93.01 97.8 102.8 iud.s
FEDERAL FUNDS 1
3THER 1 1
TOTAL 93.01 97.8 TOO rub.y
<UUL-litlt . 1.0 1.0 1.0 iU .U
BART-TIME
TEMPORARY \

<ANALYSIS: Attach a separate page if necessary

House Finance substitute fiscal note consolidates funding into Dept, of
Commerce and Economic Development. Legal expenses will be RSA s to <efJ*
of Law as needed. Backup from Dept, of Law and Dept, of Commerce is attached.

Prepared By: t QSL~*

Phone: _
Division:- Hqucp Finance uate: *\j
Approved by Commissioner” Date:

Agency: )

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

Office of Management and Budget
Impacted Agency(ies) n 7/1/84



; = . e <-FISCAL NOTE ANALYSIS

This bill, if enacted, will require that the Securities Section of the
division undertake securities registration for the sale of oil and gas
leases located in Alaska and will undoubtedly result in increased filings
as well as substantial efforts in compliance and enforcement activities
including hearings. A Business Registration Examiner position will be
necessary to support these registrations. The current substantially
increased workload has stretched the examining/enforcement staff to the
limit. The additional clerical support will free up the professional
staff time to cope with the expanded registration and enforcement duties
imposed by the proposed legislation.

Travel of 3.0 will be required for investigation of wrongdoers in the
field. Contractual funds of 3.0 is needed for hearing officer purposes
in administrative proceedings. Additionally, a one time expense of 5.0
is included to cover costs of typewriter and computer terminal for the
new position.

Amounts shown in FY "85 assume bill passage with an effective date that
will permit one month personal services and purchase of equipment within
this fiscal year. Form C5 reflects 5.0 in FY "86 for equipment assuming
we do not have authority in FY "85.

0932W10884a



Fiscal Mote December 12, 1984
Analysis m

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

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

These sales, and the subsequent losses of $6,000,
$10,000, even $20,000 to each of thousands of out-of-state
investors, are very damaging to Alaska®s commercial and
investment 1image. Moreover, the subdividing into smaller parcels
of these 640 acre leases may well defeat the underlying purpose
of the state and federal exploratory (non-competitive) leasing
program.

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

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

Qut-of-state Travel
5 trips X $800 air fare = $4,000

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

Total travel & per diem = $8,000



Contractual
Court reporter services

6 hrs. 7£50 X 40 days = $19,200
Qutside ccursel 4 occurrences

X $5,000 = $20,000
Total $39,200
TOTAL COSTS $47,200

Costs beyond FY 56 include a 6% annual

inflation factor.
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January 25, 1985

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill that amends the
Alaska Securities Act (AS 45.55) by extending its scope to.
include offers to buy or sell interests in oil, gas, or
mining rights on land in the state, regardless of where the
offer or sale occurs.

The bill was jointly prepared by the division of banking,
securities and corporations of the Department of Commerce
and Economic Development and the consumer protection section
of the Department of Law in response to numerous complaints
of fraudulent oil and gas lease schemes. These schemes
typically involve sclicitations by firms Jlocated outside
Alaska who acquire an interest in oil or gas leases through
bid offerings of the Department of Natural Resources or the
federal Bureau of Land Management.

The lease tracts these firms acquire are often the least
likely to contain valuable oil, gas, or mineral resources.
However, these firms conduct massive high pressure telephone
sales and media advertising aimed at would-be 1investors in
the 1lower 48 states, promising them high returns if they
"invest™ in a portion of one of these Alaskan oil or gas

leases. The offering firms often falsely represent that
they have expertise in oil, gas or mineral exploration or
development. What 1is especially offensive to our state 1is

that these slick operators often use names such as "Alaska
Oil and Gas Exploration™ or "Alaska Petroleum Investments,"”
and set up empty "shell"™ corporations with Alaska addresses.

This bill would broaden the Alaska Securities Act to cover
these business firms even if the "investment" sales are not
made in our state or to Alaska residents. Essentially, the
bill would do this by extending the jurisdiction of our
state securities regulators and of our courts over these



fraudulent schemes. The state would be able to take legal
action against these out-of-state sellers of Alaska mineral
rights. By amending the Securities Act, Alaska can require
these firms to file securities registrations regarding their
sales, and to give prospective purchasers truthful informa—
tion about the likelihood of vrealizing a gain on such

investments.

This legislation will not affect legitimate companies
engaged in oil, gas, or mineral exploration or production,
as they are already exempted from the Alaska Securities Act
by AS 45.55.140 (b) (17).

This bill should be supported by consumer groups as well as
by the Jlegitimate members of the oil and gas 1industry.
Therefore, 1 urge your prompt action on this bill to prevent
further damage to the commercial image, nationwide, of

Alaska.

Sincerely,

Governor
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