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O f f e r e d :  3 / 2 0 / 8 5
R e f e r r e d :  F i n a n c e

Original sponsor: Rules/Governor

1 IN THE HOUSE BY THE JUDICIARY COMMITTEE

2 CS FOR HOUSE BILL NO. 126 (Judiciary) /  5/C? y

la*)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

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

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

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

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

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

11 this state, when the offer

12 (1) originates from this state^ (OR]

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

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

15 in the case of a mailed offers

16 (3) is for an interest or participation in an oil, gas, or

17 mining right, title, or lease on land in the state, including sub-

18 merged land, regardless of where the offer is made;

19 (4) is for an interest or participation in payments out of

20 production under an oil, gas, or mining right, title or lease on land

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

22 is made; or

23 (5) is for an interest or participation in real property

24 located in the state, a domestic corporation, or a domestic limited

25 partnership; jurisdiction under this paragraph may be exercised only

26 when the exercise is not inconsistent with the constitution of this

27 state or of the United States.

-1- C S H B  1 2 6 (Jud)



Chairman s In fo rma tion :

1) CSHB 126(Jud): "An ac t amending the Alaska Secu r it ie s Act"

a) Introduced: by Governor

1 Co-Sponsors:

2) INTENr ', is b i l l  is designed to expand the ju r i s d ic t io n  o f the
d iv is io n o f Banking and S e cu r i t ie s , DCED, to regula te 
transac tions in se c u r i t ie s which are not covered under 
the present Alaska Secu r i t ie s Act.

FISCAL NOTE: From House Finance; consolidates funding in 
DCED, w ith lega l expenses to be RSA’ s to the 
Department o f Law.

3) ADDITIONAL REFERRALS: J u d ic ia ry , and Finance

4) PUBLIC HEARINGS:

a) Sponsor:

b) Public witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committee fo r fu r t h e r review?
c) Move from Committee?
d) close pub lic hearings?

6) COMMITTEE ACTION:
a) amendments?
b) CS adoption?

NOTE:
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Date:
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This b i l l ,  i f  enacted, w i l l requ ire th a t the Secu r it ie s Section o f the 
d iv is io n undertake se cu r i t ie s re g is t ra t io n  fo r the sale o f o i l and gas 
leases located in Alaska and w i l l undoubtedly re s u l t in increased f i l i n g s  
as well as subs tan t ia l e f fo r t s  in compliance and enforcement a c t i v i t i e s  
in c lu d ing hearings. A Business Reg is tra t ion Examiner pos it io n w i l l be 
necessary to support these re g is t ra t io n s . The cu rren t s u b s ta n t ia l ly  
increased workload has stre tched the examining/enforcement s t a f f to the 
l im i t .  The add it iona l c le r ic a l support w i l l fre e up the pro fess iona l 
s t a f f time to cope w ith the expanded re g is t r a t io n  and enforcement du ties 
imposed by the proposed le g is la t io n .

Travel o f 3.0 w i l l be requ ired fo r in ve s t ig a t io n o f wrongdoers in the 
f i e l d .  Contractual funds o f 3.0 is needed fo r hearing o f f i c e r purposes 
in adm in is t ra t iv e proceedings. A d d i t io n a l ly , a one time expense o f 5.0 
is included to cover costs o f typew r i te r and computer term ina l fo r the 
new po s i t io n .

Amounts shown in FY '85 assume b i l l  passage w ith an e f fe c t iv e  date th a t 
w i l l perm it one month personal services and purchase o f equipment w ith in 
th is  f i s c a l year. Form C5 re f le c ts  5.0 in FY '86 fo r equipment assuming 
we do not have a u th o r i ty in FY '85.

0932W10884a

'



Fiscal Note December 12, 1984
Analysis •. . . .. -

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) ell, gas, or 
mineral lease on Alaska land. Sales of speculative investments 
in such leases are already regulated "security'1 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 
p r o m o t e r s’ glowing promises.

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

Enactment of this bill will require the attorney 
general to provide additional legal support for research, advice 
and enforcement action in the courts, as requested by the 
Division of Banking and 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 A l a skan 
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.

Out-of-state Travel
5 trips X $800 ^ire = $4,000

5 X 10 days X $80 p*. lay = $4,000

Total travel & per diem = $ 8 ,0 0 0



Contractual
Court reporter services

6 hrs. 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 86 include a 6% annual inflation factor.
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A new pos it io n w i l l be required when the Alaska Secu r i t ie s 
Act is amended to p ro te c t the pub lic against the shams in 
o i l and gas land leases invo lv ing Alaska lands. The 
Secu r it ie s Section w i l l undertake the re g is t ra t io n  o f these 
leases and w i l l experience a subs tan tia l increase in the 
requirements fo r compliance, enforcement inc lud ing hearings .

The re s p o n s ib i l i t y  fo r th is  pos it io n w i l l be to se t up in ­
v e s t ig a t iv e f i l e s ,  mainta in data en try , f i l e  in v e s t ig a t iv e  
repo r ts , coord ina te mate ria l necessary fo r prepara tion o f 
Cease and Desist Orders or poss ib le cou rt ac t io n s , screen 
i n i t i a l  re g is t ra t io n  documents, do fo l low -up fo r in q u ir y 
w ith other se cu r i t ie s ju r i s d ic t io n s , BLM, DNR, as well as 
loca l State and federa l law enforcement agencies.

Manage f i l e s  and documents re la t iv e  to re g is t r a t io n , record 
funds. I n - f ie ld  re g is t ra t io n  inspection as requ ired . 
Generally ass is t se cu r i t ie s examiner as d ire c ted .

Commerce & Economic Development 

Consumer Pro tec t ion

Banking, Secu r it ie s & Corporation3page 

Financia l In s t i t u t io n s

tj~fi 7 M ' ,  /

Of
Revised Date

FY 8 6 /



STATE OF ALASKA 1985 LEGISLATIVE SESSION
_____________ FISCAL NOTE  ________

Revision Date:

REOUEST FISCAL DETAILKCUUC3 I //' . . u l i n i l
Bi 11 /Reso lu t ion No.: Agency A ffe c te d : Department o f Law
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EXPENDITURES/REVENUES: (Thousands o f D o l la rs )
"F Y  S'S FY 86 FY 87 FY 88 FY 89 FY 90

OPERATING 1
TOO PERSONAL SERVICcS 1
200 TRAVEL 8.0 8.5 9.0 9.5 10.1
300 CONTRACTUAL 39.2 41.6 44 . 0 46. 6 49. 4
400 SUPPLIES

500 EQUIPMENT

500 LAND A STRUCTURES
1

700 CRANTS, CLAIMS 1 1
300 MISCELLANEOUS 1 1
TOTAL OPERATING -0- 47.2 50.1 53.0 56.1 59.5

i CAPITAL I 1 1  l l | . 1

1 REVENUE I I ! ! I I j

FUNDING: (Thousands o f D o l la rs )
ruNO

FEDERAL FUNDS

OTHER

TOTAL

-0- 47.2 50.1 .153.0 56.1 59.5

1

! 1
1 1

POSITIONS:
- i l l * i 1Ml  
3/.RT-TIME 

TEMPORARY

- 0 - I 0 1 1 0 1 1 0 1 - 0 - - 0 -

1 1
1 1
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Not s p e c i f ie d  by sponsor.

Prepared By: 
D iv is io n :

R d M -  &
R ichard I .  Peguqs, D i r e c to r 
A dm in is t r a t io n  D iv is io njvd, J. <=i. j  fort.

Approved by Commissioner: NormanfC. Gorsuch
Agency:__________ Department o f Law

Phone:_
Date:

Date:
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Senate

Committee on CaSor &  C o m m e r c e p0Uch v
State Capitol 

Juneau, Alaska 99811

CSHB 126(Jud)

This b i l l  amends the s ta te 's  e x is t in g se cu r i t ie s laws to strengthen 
the s ta te 's  law enforcement ju r i s d i c t i o n  over " fra u d u le n t " se c u r i t ie s 
o f fe r in g s made in o the r s ta tes .

A laska 's cu rren t law does not a llow the s ta te to requ ire re g is t r a t io n  
o r to take enforcement ac tion aga ins t se l le rs who se t up o f f ic e s outs ide 
o f Alaska, but who market Alaskan leases as s e c u r i t ie s to non Alaskans.

This le g is la t io n  w i l l broaden the Alaska Secu r i t ie s Act to cover these 
business f irm s even i f  the "investment" sales are not made in Alaska 
or to Alaskan res iden ts .

This b i l l  w i l l  not a f fe c t le g i t im a te companies engaged in o i l ,  gas, or 
mineral exp lo ra t io n or produc t ion , as they are already exempted from the 
Alaska Secu r i t ie s Act by AS 45.55.140(b) (17).

A l a s k a

Official Business

S 1B 99B 9BBSBBB 9B 9 !

B i l l  summary

—
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Me m o r an d u m State of Alaska
TO :

FR O M :

Louann Cutler, Staff Assistant d a t e :  
House Finance Committee

Norman C. Gorsuch 
Attorney General

F IL E  NO :

T E L E P H O N E  NO :

S U B JE C T :

April 2, 1985

465-3600

CSHB 126 (Jud) 
Sectional analysis

_
rey W. Bush 

iatant Attorney General

As requested, I have prepared a sectional analysis of 
CSHB 126 (Jud). This bill is designed to expand the jurisdiction 
of the Alaska Securities Act to enable the Administrator of Secu­
rities (Director, Division of Banking and Securities, Department 
of Commerce and Economic Development) to regulate certain trans­
actions in securities which are not covered under the present 
Act.

1. Proposed AS 45.55.260(c)(3). This paragraph e x­
pands jurisdiction under the Securities Act to cover any 
transaction involving the sale of an interest in an oil, gas, or 
mining lease where the lease is on land located in Alaska, even 
if both parties to the transaction are outside of the state.

2. Proposed AS 45.55.260(c)(4). This paragraph, 
which also involves interests In o i l , gas, or mining leases 
located on Alaska lands, extends jurisdiction under the act to 
transactions involving payments, such aS royalties, from pro d u c­
tion under these leases, even if the parties to the transaction 
are outside of Alaska.

3. Proposed AS 45.55.260(c)(5). This paragraph, 
which was added by the Judiciary Committee, expands jurisdiction 
under the Act to include all transactions between nonresidents 
who sell security interests in real property located in Alaska, 
corporations incorporated in Alaska, or limited partnerships 
registered in Alaska. Recognizing that this paragraph would 
otherwise be subject to challenge as a violation of the Commerce 
Clause or the Due Process Clause of the United States 
Constitution, jurisdiction under this paragraph is expressly 
limited to those cases where its exercise is constitutionally 
acceptable.

You have also asked whether the amendment adopted by 
the Judiciary Committee will result in any change in the fiscal 
note submitted by the Department of Commerce and Economic 
Development. I have checked with the department, and they have

Sectional analysis
02-001AlRev. 10/79) I



Louann Cutler, Staff Assistant 
House Finance Committee

April 2, 1985 
Page 2

informed me that the fiscal note originally sub 
correct and should be considered in conjunct' 
(Jud).

•*d is still 
•.ch CSHB 126

JWB/mf



January 25, 1985

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  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  t h a t  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 45.55) by e x t e n d i n g  i t s  s c o p e  t o .  
i n c l u d e  o f f e r s  to b u y  o r  s e l l  .nterests in oil, gas, o r  
m i n i n g  r i g h t s  on l a n d  in t h e  state, 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  sa 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  t h e  d i v i s i o n  o f  b a n k i n g ,
s e c u r i t i e s  a n d  c o r p o r a t i o n s  o f  t h e  D e p a r t m e n t  o f  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  t h 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  t h e  D e p a r t m e n t  o f  L a w  in r e s p o n s e  t o  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  gas 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 c  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  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  o r  the 
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 e s e  f i r m s  a c q u i r e  a r e  o f t e n  t h e  l e a s t  
l i k e l y  to  c o n t a i n  v a l u a b l e  oil, gas, o r  m i n e r a l  r e s o u r c e s .  
H o w e v e r ,  t h e s e  f i rms 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 
t h e  l o w e r  48 s t a tes, p r o m i s i n g  t h e m  h i g h  r e t u r n s  i f  t h e y  
" i n v e s t "  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 n g  f i r m s  o f t e n  f a l s e l y  r e p r e s e n t  t h a t
t h e y  h a v e  e x p e r t i s e  in oil, g a s  o r  m i n e r a l  e x p l o r a t i o n  or  
d e v e l o p m e n t .  W h a t  is e s p e c i a l 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  set u p  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 .

T h i s  b i l l  w o u l d  b r o a d e n  t h e  A l a s k a  S e c u r i t i e s  A c t  t o  c o v e r  
t h e s e  b u s i n e s s  f irms e v e n  i f  t h e  " i n v e s t m e n t "  s a l e s  a r e  n o t  
m a d e  i n  o u r  s t a t e  o r  to A l a s k a  r e s i d e n t s .  E s s e n t i a l l y ,  the 
b i l l  w o u l d  do t h i s  b y  e x t e n d i n g  t h e  j u r i s d i c t i o n  o f  o u r  
s t a t e  s e c u r i t i e s  r e g u l a t o r s  a n d  o f  o u r  c o u r t s  o v e r  t h e s e

Governor's l e t t e r  o f tra n sm i t ta l
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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  be  a b l e  to t a k e  l e gal 
acticfn 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  
righ t s .  By  a m e n d i n g  t h e  S e c u r i t i e s  Act, A l a s k a  c a n  r e q u i r e  
t h e s e  f irms to file 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  
sales, 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
ti 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  in oil, gas, o r  m i n e r a l  e x p l o r a t i o n  o r  p r o d u c t i o n ,  
as t h e y  are 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  AS  4 5 . 5 5 . 1 4 0 ( b ) (17).

T h i s  b i l l  s h o u l d  be 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  as 
b y  the 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  on  t h i s  b i l l  t o  p r e v e n t  
f u r t h e r  d a m a g e  to t h e  c o m m e r c i a l  image, n a t i o n w i d e ,  of  
A l a s k a .

S i n c e r e l y ,

G o v e r n o r



^(specializing) lawlirms out of Denver anil Texas 
"* but you probably coudn't afford even"' an' hours" 
' worth of their time! Also remember, there are 

NO state or federal laws that protect or help
we little guys! The first point you'll have to
prove is that the accounting they give you is 
probably more crooked than a witch's hairpin! 
And without some knowledge of lx>w and where 
to prove that (even for a geologist with a
foundation in mineral/security lo.-.r) will have to
spend tlreusands and probably come up with 
nothing! The only ones who will win will be the 
fawy e rs , and that will be through their terrib ly 
fiigh T/ourly legal fees! E l

L e t t e r  3

PHONE PEDLARS SELLING OIL FRAUDS 
THINK EVERYONE THEY CALL IS AN

A.. H...
Dean S ite

"Pieme ^uitf bid o sed , an o i l  6 gas tea&ei)ig 
)up ofifi I  acceived dt /.he ma.Lt today. 1 have 
duning the pa.it oevcAat month* received munen- 
oui telephone c a d i , 6aom any nionbe/u ofr (JLie 
fan. you agenti. 1 atway* give than a bad tune. 
The luindup te ltu ig  than o£6 in  te/um which 
would be inpaintable. Then lla Up. In one 
cate 1 got a c a d  bach, the (e t tow nepne*aiting 
hjjnielf, ai THE DISTRICT ATTORNEY!

So I ita/ited giving hun a BAP TIME, b u t be- 
Hone 1 got anound to  neatly te l l in g  him oU- he 
beat me to  i t  by te ll in g  me. [QUOTE: "1 knew 
you wcne A BIG A -  II—  BEFORE I  CALLED yOU,
BUT yOll ARE A BICER A-- iF^TltAU~TTWlfiJir 
W l UlkE"JT THEN IIESTMtruP THE PHONY! 
~llE ~Bm  A IE TO THE IWCII, AND TOLD HE OFF.
BUT 1 COT A BIG LAUGH OUT OF IT ANywAV."

Voua.1 tau t y I I

ANS: Dear subscriber - you learned a silly  but 
happily good lesson from the "telcrackctcer" 
who called you! |You are too intelligent to be 
token - the poor slob wlto called you is the 
"class rated” JACK-ASS! I Your letter really 
"tells it like it i j ! "  That psychopath showed 
you just l»w  low such telemarketers (as they 
call themselves) can get to ,. (the gutter}!

He proved exactly what Thyra  Tlwmpson, 
Secretary of Stale for Wyoming wrote in one of 
her excellent lega! opinions (on the subject) in 
late 1983! He proved what the Denver Post 
described in a funny article in 19U1! - giving 
the same descriptive (slang terms and names) 
such boiler room con-artist use to describe 
thoir potential VICTIM S! The low-life that call 
their sucker lists across the U .S . consider the 
public dribbling morons. They have less respect 
for . . .  public they call titan killing a ra t.

When, in fact, the boiler room bosses 
(allegedly most of the time) are right out of the

arrested in Florida lecen lly  were cleserilxiU by 
■'federara/'thorltlcsy "Underworld’characTcnrr

I recently read about a $250,000 study and 
.report commissioned by the Justice Department. 
And it c l .a r ly  states that such "underworld" 
swindlers lave gotten SO RICH (the Godfathers 
behind the scenes) I l ia f  run all types of 
"SEC U R ITY  sw ind les"-are  RICHER than the 
federal government and the state governments. 
And its now too expensive to fight these 
criminals!

We hove found in recent years that when it 
comes down to the various federal agencies who 
do good to excellent investigations - then hove 
to hand it all over to young, inexperienced 
federal attornies (low in the pecking order) 
that all the "task force's investigations 
eventually go for nothing!" Now, you make up 
your own mind - come to your own conclusions 
WHY THAT IS A FACT?! I know what I believe!
And it goes right back to tltc statement made in 
the report - "the people who liead such 
"franchised" security -cams HAVE BIG MONEY!" 
And what is the old saying? — Money Talks?!

Its no wonder that the public is so gullible. 
For "ignorance is b liss!" Even with the swin­
d le rs , their ignorance is only exceeded by their 
stup id ity , lead by arrogance and cunning!

You got a good dose (happily so, from what 
you report), of just exactly what LOW esteem 
these salesmen think of the people they 
swindle! They are the lowest form of human - 
as you now know, they aren't fit to lick your 
boots! And they darned well know exactly what 
they are doing! The "room" bosses - their 
secret "godfathers" - and YES - including the 
salespeople (they also U S E ) are lower than 
grave-robbers and from what that early 198<l 
A irline Magazine reported, these salesmen even 
"stink like a rnajor-lcagues' locker room!" - Its 
reported (alleged) the real "Underworld" bosses 
(the klng-pins at the top in the real high 
chain of command) have always been pushing 
prostitution, drugs, gambling, you name it . . .

And many a "low-level soldier" lias been . 
watched getting on and off planes to and from 
Las Vegas "every week-end." This was reported 
by a well-known (respected) investigative 
reporter from Phoenix several years ago! |And 
he recently came out with still another article 
about the same "mob figu re !")

I'm glad that many readers are finding this 
all out on tlreir own! YES! we've heard tapes of 
threatening (egotistical) salesmen's high-pres­
sure ca lls. When a client tells them off! (Callinq 
back and threatening potential victims ... 
nothing new)! Your letter is one of many 
received (only more expressive and dear)! 
"They" are obviously using OLD sucker-lists - 
worked over and over again! As we staled In ■ 
earlier Issuo, "The people being called ore 
weary of such time consuming bunk." And some 
arc "getting mad!"

In a way you were lucky, Ho did you a big

lurgell Such “ Underworld" tho rac ic/s , as- you
- n o w — k n o w o r « -  l u w - J i f o  . l l u t . > u i | ! t - u i ' i |  a  . h v i i k j  *

In any other way (outside of "armed robbery"’7’ 
as one recent Classified ad so slated in late 
1984 - seeking more salesmen)! At least you
really  got the last laugh and tire biggest laugh!
— Such temper-tantrums are classic and reveal 
more than a psychiatric evaluation! He exposed 
himself completely, proving his inouth and mir.d 
are nothing more ll/an a sewer! -- And that 
joker is trying to make his suckers believe he's 
an "investment ad v iso r? !? !? !"  The F B I's  
warnings last summer, namit- men's names, was 
most significant! It proves these people are
capable of any kind of violence and are tire
worst of human types! Yet they love to portray 
themselves as such up-right citizens in tlreir 
s lick  promotional brochures! And they
guarantee everything! But then why should 
they care! So far such long past histories 
reveal a series of CCDs, c iv il lawsuits, and
often criminal histories - and they are still out
there calling people usihg ever new names and 
shell corporations! And invariably "lawyers" 
names show up prominently in their expensive 
literature! I . )

( '.’j  We have got too little  state and federal lfcvi/'|
\ ^enforcement, along with 'know nothing' st.fl/ . 

L*2(about security frau d ). Most are green-behiruLj i  
Jfy ih e-ea rs (about how legitimate OCG deaWrJ
jji& vo rk ). They couldn't recognize OCG securitK>*|| 
|T-/Jrauds if  they fell in them. All too many burfc/^l
^’JTaucra ts don't really care, as long as H reif;S | 
f^Jfljaychecks a rr ive . The general public 
i/qjiJamncd! Victims must realize they are responsi 
r,’& pile  for their own involvement in sendini_rj$< * 
■ ; /wjlhousands to a fraudulant investment! There T<.X! 
hj/aare laws on books’ to be enforced. Legislatures Ty'ji 
'Jjjfund such state agencies. And even the Justice 
i ilD e p t . gives only ‘lip se rv ice .1 (such as last i .f .j  
{JsMarch when top of criminal division promised f" jJ  
)|u "g rand ju ry  indictments soon" )!  |When D.C^ S-.;i 

.Vjftpmcial made TV-news of Postal Inspectors raids i i i  
l lfp n  "22 boiler rooms" nationwide!) It's past due & i j  
(Ij-sfor "buyer beware!" But I must say , not to gel i ‘ i 
j /pn trouble with A LL  security agencies, that |\v ! 
t :A jh e rc  are a few states (such as A laska, Iowa, J  j j  
I • P/Texas, e t c .) ,  that liave clone good jobs of V 'fj

/.attempting to clean up and stop white-;/ j
’ jvcoliar/career crimina ls . Texas is doing best jo b j' 
j'flwith court sentences o', as much as 25-years to1*
',1 such crim inals. □

Don't move without letting us know! - Include 
your old address (address sticker if  possible).

Name

Address
y

C i^ 2_ _ _ _ _ _ S  tate_______

^  i 'w x'Southwest Oil C Gas News\ 
P .O . Drawer 25847 )%

ZIP.

Alblirmornm; NM H717S \ t A



S t ra t fo r d  Company, Inc .
11601 Biscayne Blvd.
Miami, F lo r id a 33181

TXA Investments, Inc .
P.O. Box 4034
28990 P a c i f ic  Coast Highway 
Ma libu , C a l i f o r n ia  90265

/ I K  ‘ i I
I *

Trans Alaska Energy Corporation 
Miami Beach, F lo r id a 
Van Nyes, C a l i f o rn ia  
Chicago, I l l i n o i s

Trans-A laska Investment, Inc . 
1001 Ives Dairy Road - 3204 
North Miami Beach, F lo r id a 33179

Trans-A laska Leasing Corporation 
(Company)

5445 Balboa Boulevard, Su ite 111 
Encino, C a l i f o r n ia  91316

Trans-Alaska O il Development

Trans World Resources Corporation 
Hollywood, F lo r id a 33024

Tundra O i l , Inc .
28990 P a c i f ic  Coast Hwy., Ste 214 
Ma libu , C a l i f o r n ia  90265

USA Resources, L td .
.1331 - 17th S tre e t Su ite 400
P.O. Box 5200
Denver, Colorado 80217

T r a n s - P e t r o  
E n c i n o ,  CA. 
8 1 8 /9 0 6 -1 4 4 5

F lo r id a Cease and Des is t 10/25/83; Michigan 
Cease and Desis t 10/24/83. Same address as 
Eagle O il & Gas Company.

O ffe rs "P a r tn e rsh ip s ," C l i f f  B u rg l in , 
Fairbanks, Alaska, "Managing General 
P a r tn e r . " Associa ted w ith Alaska Land 
Leasing, Inc . or Alaska Cap ito l 
Corporation? Montana Cease and Des is t fo r 
Texas o i l program, 3 /20 /84 .

On 12/19/83, Mylo Tague, 1937 Denslow D rive , 
South Bend, Indiana advised th a t he had 
been s o l i c i t e d  by t h is  f i rm . David Swain 
was id e n t i f i e d  to Tague as chairman (see 
Federal P roperty Record Company, In c . and 
Barr ing ton Aims Whitney, L td . , above). FTC 
TRO 3/84 .

In q u ir y 2/27 /84 by Alabama Secu r i t ie s 
D iv is io n . Again 4 /12 /84 .

Sale in 5/84 o f Partne rsh ip in te r e s t in 
an Ohio we ll to a C a l i f o r n ia  re s id e n t along 
w ith a re la te d 240 acre "Alaskan e xp lo ra to ry 
r i g h t . "  (Denali Block) Associa ted w ith 
In te rn a t io n a l Western O i l , In te rn a t io n a l 
Western Mud, In te rn a t io n a l Western D r i l l i n g ,  
In te rn a t io n a l Western Resources Corpo ra t ion , 
Trans-Pe tro , "Pe tro -M a rk ."

Associa ted w ith Federal Property Record,
Inc . - Alabama in q u i r y  4 /20 /84 .

F ina l order to deny or revoke exemptions 
and Cease and Desist issued by Michigan 
Corpora tion and S ecu r i t ie s Bureau 2 /27 /84 .

The Sta te o f Alaska is p re se n t ly in 
l i t i g a t i o n  w ith th i s  f i rm . (See Alaska 
Land Leasing above.)

In q u iry concern ing th is  f i rm  rece ived 
1/31/84 from David R e in t f , 1508 S. Merlon,
Aberdeen, South Dakota 57401. In q u ir y by 
Texas Secu r i t ie s D iv is io n , 3 /6 /84 .
Associated w ith Northwest Asset 
Corpora t ions .

A p p a r e n t l y  has m a i l i n g  l i s t  o f  A L L I  p e o p l e  
f r o m  w h i c h  s o l i c i t a t i o n s  a r e  b e i n g  m a d e .

Alaska
m . l  /. . r . / i r ' t n i n i  •

-10-



U.S. Oil and Gas Corporation

United American Mineral Corporation

F lo r id a co rpo ra t ion . Des is t and Refra in 
Order issued by C a l i fo rn ia  Department o f 
Real Esta te 6/21/84.

On 12/21/83, Norah Mai k -1 an, Commercial Leins 
Unde rw r ite r , Ultima Insurance Serv ices ,
In c . , 3280 E. F o o th i l l B lv d . , Su ite 440, 
Pasadena, C a l i fo rn ia  91107, made an in q u ir y 
to Lawyers T i t l e  Insurance Agency, In c . , 
Anchorage, Alaska concerning United American 
Minera l Corpora tion . The de sc r ip t io n o f i t s  
planned a c t i v i t y  would in d ic a te th a t i t  
intended to s e l l secondary leases in fede ra l 
o i l and gas p rope rt ies in A laska. No 
fu r t h e r in fo rm a tion is  a va i la b le .

United A rc t i c  O i l , Inc .
1100 Glendon Avenue, Su ite 2101 
Los Angeles, C a l i fo rn ia  90024

United Petrosearch, L td . 
2979 N. Mayfa ir Road 
P.O. Box 25820 
Milwaukee, Wisconsin 53225 
414/453-3500

This f i rm  has made s o l i c i t a t i o n s  in the 
Sta te o f Alaska. See Knight-Anderson 
Cease and Desist Order issued by the Iowa 
Superin tendent o f S ecu r i t ie s 11/23/84.

Sent mail s o l i c i t a t i o n  to an Alaska s ta te 
rep re sen ta t iv e . Alaska Cease and Desist 
issued 4 /3 /84 , f in a l i z e d  5 /7 /84 .

Westchase.Petroleum E xp lo ra t io n , 
401 W. Texas S tree t 
M id land, Texas 79701

In c . Order to Cease and 
Alaska D iv is io n o f 
Company was ac tive 
Colorado.

Des is t issued by the 
Secu r i t ie s 12/15/83. 
in Wisconsin and

YESCO See the Denali Group.

Yare Energy Sciences Corpora t ion See The Denali Group.
3723 Birch S tre e t , Su ite 24 
Newpor. Beach, C a l i f o rn ia  92660

W o r l d w i d e  E x p l o r a t i o n ,  Inc. i x q u i x x x h y x  Ak. O r d e r  84 - 1 9 .  I n v o l v e s  See
1 1 0 5 0  S a n t a  M o n i c a  B l v d .  C h a p i n .  D e e  D e l t a  O i l  Co. a n d  C h a p i n  &
S a n t a  M o n i c a ,  CA. &fiiiflifcx90025 A s s o c i a t e s ,  Inc.

W y o m i n g  E x p l o r a t i o n ,  Inc. I n q u i r y  by  I d a h o  r e s i d e n t  2 / 1 9 / 8 5 .  F i r m
2 9 2 2  S a n t a  M o n i c a  B l v d .  c o n t a c t i n g  e a r l i e r  l e a s e  p u r c h a s e r s .  aEamss
S a n t a  M o n i c a ,  CA. 904 04 K x a H s i s E a x x x S s a s i d e n t x x i S a s t a H X

J a m e s  F r a n c i s c o  - P r e s i d e n t  
J a s o n  W. S m i t h  - V i c e  P r e s i d e n t

Alaska -11-



Bass O i l  Co.
2213 Van Owen S t r e e t  
Canoga P a r k , CA. 91307 
8 1 8 / 7 1 6 - 5 2 1 1
A i f x a d  G re e n , A l f r e d  
B a s s , D o n a l d -  
D a e h o n , Adam 
L i n d e r ,  T r i c i a - e m p l o y e e

3 /8 5  g a v e S t .  o f  A k . $ 1 9 5 ,0 0 0  ch< 
t o  m a i n t a i n  l e a s e  p a ym e n ts  f o r  1. 
s o l d  t o  A L L I i n v e s t o r s .  P a ym e n t 
s to p p e d  o n c h e c k .

-B ank D uP o n t 
2 34 41 S o u t h  P o i n t e  D r .
L a g u n a H i l l s ,  CA.
■61 9 /2  35^-3-3=8=3-

G a r d n e r , H . L . - E x e c . V . P .  
K i r b y ,  J o h a t h o n - S a le s m a n  
M i c h a e l ,  R o b e r t C . - G e o l o g i s t  

. ?■//V /2 /C  p . if r i-a  '- jC o T .  <■>

I n q u i r y  f r o m  Ca . 3 / 1 1 / 8 5 .  O f f e r i n g  
f o r  $ 2 ,0 0 0  an u n d i v i d e d  i n t e r e s t  . 
i n  560 a c r e  f e d e r a l  l e a s e  h e l d  b y 
B ank D uP on t u s i n g  naxm sx name 
IRA 1984 aa P a r t n e r s h i p ,  / / j  < 0C, 
^ L T r :  ,~S,r£4't'c*



M i c a i s

Micallef Energy & Development Dealing in Alaska federal oil
Corporation- . •• “ gas leases.

SxpxTwp Century Plaza 
2049 Century Park East, Suite 110 
Los Angeles, CA. 90067 

213/556-3003.-.-
Micallef, Gregory E. - President 
Skinner, Michael C. - Vice President 
Vilardi, John



•>\ BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF COMMERCE & 
ECONOMIC DEVELOPMENT

DIVISION OF BANKING. SECURITIES & CORPORATIONS

POUCHD 
JUNEAU. ALASKA 99311

Banking & Securities (907) <165-25
Corporations Section (907) -165-25

February 5, 1985

ANCHORAGE 

Corporation Information (907) 563-21

Honorable Mike Navarre, Chairman 
House Labor and Commerce Committee 
Pouch V
Juneau, Alaska 99811

A t te n t io n Roger Poppi
A dm in is t ra t iv e A ss is ta n t

Dear Representative Navarre:

You have requested o f th is  d iv is io n  whether or not the enclosed HB 126, 
amending the Alaska S e cu r i t ie s Ac t, is in c o n f l i c t w ith any fede ra l law.

Last year when th is  p a r t i c u la r le g is la t io n  was d ra fted and compiled by the 
Department o f Law, th a t same question was trea ted by the A tto rney General. 
In seeking t h e i r  counsel on th is  ma tte r , we were advised tha t the proposed 
le g is la t io n  does not c o n f l i c t  w ith the In te r s ta te  Commerce prov is ions o f 
fede ra l law, and, because t h is  deals w ith an importan t s ta te 's  r ig h ts  
in te r e s t , i . e . ,  the lease held lands are loca ted in Alaska, the Sta te was 
we ll w ith in  i t s  ju r i s d i c t i o n  to requ ire d isc lo su re and re g is t r a t io n  on 
o f fe r in g s concerning Alaska land . I be lie ve the po s i t io n of. the Department 
o f Law is unchanged w ith respect to th is  matte r but suggest th a t , should 
con f irm a tion o f th is  p o s i t io n be des ired , a request be made o f the 
Department o f Law, s p e c i f i c a l l y  e i th e r Mr. J e f f re y  Bush, who represen ts the 
d iv is io n on matters o f th is  na tu re , or to the A tto rney General, h im se lf , 
who t e s t i f i e d  on th is  ma tte r at la s t y e a r 's Senate and House hearings.

We see no apparent c o n f l i c t s  w ith fede ra l law o r , a t le a s t , none th a t are 
insurmountable and de fe r to the department o f law w ith respect to any 
fo rma lized op in ions .

I remain a t your disposa l should you req u ire any fu r th e r in fo rm a tion or 
ass is tance .

Re: House B i l l  126 - An Act Amending the
Alaska S ecu r i t ie s Act

Yours very t r u l y ,

Senior S ecu r i t ie s Examiner

0 8 -H 1 4 L H

LPC/vall081c
2/5/85A
Enclosure
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BILL SHEFFIELD, GOVERNOR

f f > F I > . \ R T ' \ 3 F 'V T  O F  L \ W  p o uch k - stats capitol1 a tr JUNEAU. ALASKA 998I1
PHONE: (907) 465-3600

OFFICE OF TH E A T T O R N E Y  G E N E R A L

M a r c h  23, 1984

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

Re: SB 432, "an Act amending
the A l a s k a  Security's Act"

Dear Senator Pettyjohn:

At the Senate Labor and Commerce Committee hearing on 
February 15, 1984, you requested our opinion w i t h  respect to the 
effect on the jurisdictional scope of SB 432. This legislation 
w o u l d  clarify the existing Alaska Security's Act to better reach 
fraudulent or high pressure out-of-state sales of oil and gas 
lease h o l d  interests on state or federal lands in Alaska.

The Administration believes that Alaska is w e l l  served 
b y  having an ability to regulate sales of land or lease h o l d  
interests located in Alaska, even w h e r e  the transactions take 
place outside the state between non-residents of the state. The 
state m a y  protect the legitimate concerns of its citizens by 
exercising the right to sue according to the doctrine of parens 
p a t r i a e . This doctrine is r e c ognized in Alaska. State v. First 
National Bank of- A n c h o r a g e , 660 P . 2d 406, 420-21 (Alaska 1982); 
Public Defender Aeencv v.- Suuerior Court, 534 P . 2d 947 (Alaska
'1 9 75 )1 r ---------------------------------- ------ ------------------------

Because we believe there is a substantial state i n t e r­
est in preventing fraudulent sales of oil and gas leases located
w i t h i n  the state's border, we believe a constitutional challenge
against Alaska's assertion of j u risdiction p r o vided by "the 
proposed legislation wou l d  fail. A  claim that the jurisd i c t i o n  
afforded by the proposed legislation violates an out-of-state 
citizen's rights under the Due Process Clause, Full Faith and 
Credit Clause or Commerce clause of the U.S. Constitution would, 
in all likelihood, be dismissed. See g e n e r a l l y , A l d e n s , I n c . t v! 
P a c k e l . 524 F.2d 38 (3rd Cir. 1975). The Aldens case is 
instructive because it involved a challenge to Pennsylvania's 
right to enforce state credit sales laws as applied to an



The Honorable Fritz Pettyjohn 
Senate Bill 432

March 23,1984
Page #2

Illinois -orporation operating a mail order business in all fifty 
states and where all orders were accepted in Chicago. In that 
case, the court performed a thorough and comprehensive analysis 
of a variety of constitutional issues and concluded that none of 
the constitutional provisions w e r e  violated by enforcement of 
P e n n s y l v a n i a 1s l a w s .

The currently accepted approach to Due Process Clause 
limitation challenges is one of interest analysis where the court 
focuses on whether a state has sufficient interest "to justify 
anv exercise of it's sovereignty in connection w i t h  the tr a n s­
action and dispute." Id. at 42-43, (citing McGee v. 
International C o m p a n y , 355 U.S. 220 (1957)) emphasis in original. 
The court further noted in Alden that a relatively low threshold 
of state interest is needed to justify jurisdiction. Id. at 43.

In conclusion, because Alaska has a substantial
interest in transactions involving land or interest of land 
w i t h i n  its. borders, we believe a court wo u l d  find that the 
exercise of jurisdiction through the proposed legislation does 
not interfere with an out-of-state defendant's due process or 
other constitutional r i g h t s .

Please feel free to call if we can be of additional

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

»

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

Senator Patrick Rodey 
Senate Labor and Commerce 
Committee

assistance.

B o r m a n  C. Gorsuc 
Attorney General

NCG:eer

Senator John C. Sackett 
Senate Labor and Commerce 
Committee
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The H o n o r a b le  R i c h a r d  I .  E l i a s o n  
C h a i rm a n
S e n a te  L a b o r and Commerce C om m i t te e  
S t a t e  C a p i t o l  
P ouch V
J u n e a u , A l a s k a  99811 

D ea r C h a i rm a n  E l i a s o n :

The F e d e r a l T r a d e  C o m m is s io n ’ s B u re a u s  o f  C o m p e t i t i o n ,  
Consum e r P r o t e c t i o n ,  and E c o n om ic s , a t  t h e  r e q u e s t  o f  G o v e r n o r 
S h e f f i e l d ,  s u b m i t  comm en ts on S e n a te  B i l l  N o . 4 3 2 . We w is h  t o  
t h a n k  y o u and G o v e r n o r S h e f f i e l d  f o r  t h e  o p p o r t u n i t y  t o  s h a r e  o u r 
v ie w s  on S . 4 3 2 . We t h i n k  t h a t  e x p a n d in g  t h e  j u r i s d i c t i o n  o f  t h e  
A la s k a  S e c u r i t i e s  A c t o f  1959 t o  c o v e r  a l l  o i l  a nd gas le a s e s  t o  
la n d  l o c a t e d  i n  A l a s k a  w o u ld  c om p le m e n t o u r e f f o r t s  and th o s e  o f  
o t h e r  f e d e r a l  and s t a t e  a g e n c i e s  t o  c o n t r o l  w h a t a p p e a r t o  be 
s e r i o u s  a b u s e s i n  t h e  r a p i d l y  g r o w i n g , - n a t i o n - w i d e  m a r k e t i n g  o f  
A la s k a  o i l  and g a s l e a s e s .  The C om m is s io n  s t a f f  f a v o r s  p a s s a g e  
o f  S . 4 3 2 .

The C om m is s io n , i n  f u l f i l l i n g  i t s  C o n g r e s s i o n a l l y - m a n d a t e d  
m i s s i o n  t o  p r o t e c t  c o n s um e rs f r o m  u n f a i r  and d e c e p t i v e  p r a c t i c e s  
i n  t h e  n a t i o n ' s  comm e rce , ha s been i n v e s t i g a t i n g  s u s p e c t e d  f r a u d  
by s e l l e r s  o f  o i l  and ga s le a s e s  and r e l a t e d  s e r v i c e s .  I n  t h e  
c o u r s e  o f  t h e s e  i n v e s t i g a t i o n  t h e  C om m is s io n  s t a f f  has i d e n t i f i e d  
f r o m  th e  p u b l i c  r e c o r d s  o f  t h e  f e d e r a l  B u re a u  o f  Land M anagem en t 
( "B L M " ) and t h e  A la s k a  D e p a r tm e n t o f  N a t u r a l  R e s o u r c e s  a num be r 
o f  c om p a n ie s  t h a t  h a v e a c q u i r e d  o i l  and g a s l e a s e s  t o  m i l l i o n s  o f  
a c r e s  o f  l a n d  i n  A l a s k a .  T h e se c om p a n ie s  a c q u i r e d  m o s t o f  t h e i r  
l e a s e s  f o r  $1 p e r  a c r e  u n d e r t h e  BLM n o n c o m p e t i t i v e  o i l  and g a s 
l e a s i n g  p r o g r a m . M o s t o f  t h e s e  a c q u i s i t i o n  h a v e  o c c u r r e d  i n  t h e  
M in c h u m in a , D e n a l i ,  and T i e k e l  b l o c k  a r e a s  o f  A l a s k a .

T h i s  s t a t e m e n t  r e f l e c t s  th e  v ie w s  o f  t h e  B u re a u s  o f  
C o m p e t i t i o n ,  Consum e r P r o t e c t i o n  and E c o n om ic s  o f  th e  F e d e r a l 
T r a d e  C om m is s io n , b u t  d o e s n o t n e c e s s a r i l y  r e f l e c t  th e  v ie w s  o f  
t h e  C om m is s io n  o r  o f  a n y i n d i v i d u a l  C o m m is s io n e r . The F e d e r a l 
T r a d e  C om m is s io n  h a s v o t e d ,  h o w e v e r , t o  a u t h o r i z e  th e  B u re a u s  t o  
s u b m i t  t h e s e  com m en ts .

^ 43 C . F .R . § 3110 e t  s e q .
3

P u b l i c  Land O r d e r s  N o s . 6 0 9 8 , 46 F e d . R e g . 61472 (D e c em be r 1 7 , 
1 9 8 1 ) , and 6 3 2 9 , 47 F e d . Reg . 39495 (S e p te m b e r 8 , 1 9 8 2 ) .
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f o r  l a n d s  l o c a t e d  i n  A l a s k a .  T h i s  r e v i s i o n  w o u ld  empower t h e  
A la s k a  D i v i s i o n  o f  S e c u r i t i e s  t o  r e q u i r e  t h e s e  c om p a n ie s t o  
r e g i s t e r  t h e i r  l e a s e s  as s e c u r i t i e s  and t o  p r o v i d e  p r o s p e c t i v e  
p u r c h a s e r s  w i t h  m e a n i n g f u l d i s c l o s u r e s  o f  t h e  s p e c u l a t i v e  n a t u r e  
o f  t h e s e  i n v e s tm e n t s .

S e n a te  B i l l  N o . 432 s h o u ld  n o t  m a t e r i a l l y  h i n d e r  t h e  
d e v e lo p m e n t o f  A l a s k a ' s  r e s o u r c e s .  The A la s k a  S e c u r i t i e s  A c t 
a l r e a d y  i n c l u d e s  an e x e m p t io n  f o r  s a l e s  o f  le a s e s  t o  bona f i d e  
o i l  and g a s e x p l o r a t i o n  c o m p a n ie s . T h u s , t h e  e x p a n s io n  o f  t h e  
s e c u r i t i e s  l a w ' s  j u r i s d i c t i o n  s h o u l d  n o t  m a t e r i a l l y  ch a n g e he 
e f f e c t  o f  t h e  s t a t u t e  on th o s e  f i r m s  a c t u a l l y  e x p l o r i n g  and 
d e v e l o p i n g  A l a s k a ' s  r e s o u r c e s .

The C om m is s io n  s t a f f  s t r o n g l y  s u p p o r t s  p a s s a g e  o f  S. 43 .. 
W i t h  t h e  new a u t h o r i t y  g r a n t e d  b y t h i s  b i l l ,  s t a t e  o f f i c i a l s  
c o u l d  e f f e c t i v e l y  j o i n  t h e  C om m is s io n  and o t h e r  f e d e r a l  la w  
e n f o r c e m e n t a g e n c i e s  i n  o u r e f f o r t s  t o  p r o t e c t  c o n sum e rs an^ co 
s t o p  t h e  p o s s i b l e  m is u s e  o f  A l a s k a ' s  name and i t s  r e s o u r c e s .

V e r y  t r u l y  y o u r s ,

A s s o c i a t e  D i r e c t o r
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S u b je c t f ^ l k s k a . Laud, le a s in g  In c ,
v'^CA C a l i f o r n i ^ ’iSased A laska C o rp e ra t io n )

To: ' id 'a s ka -S in k in g , S e c u r i t ie s  and C o rp e ra t io n D iv i i , j *m
o f ’ Commerse and. Economics.
Pouch D
Juneau, A laska 99811

I n  June 1983 I  purchased a 160 ac re BLM O i l Lease, s e r r i a l  # AA048253 
through the A laska Land Leas ing I n c . ,  a S ta te o f  A laska C o rpe ra t io n 
w i th  o f f i c e s  i n  and around Las Ange les , C a l i f o r n i a ,  l e g a l l y  desc r ibed 
as the SE^ Sec t io n 27, Twp.32 N, Rng. 10E i n  th e Seward M e r id ia n . The 
ALLI p r in c ip a l s  i n  t h i s  t r a n s a c t io n  were:

F rank Sm ith , Sales R ep re sen ta t iv e ALLI 
T e r r y J . R isenhoover, Chairman o f  the Board ALLI 
V ic Ga ine r, Execu t ive V ic e -P re s id e n t ALLI 
David C a s t le , Documents C o n t ro l Manager ALLI 
M a r jo r ie  D ie h l Foote , Tundra O i l ,  INC

S h o r t ly  t h e r e a f t e r , I  became concerned when th e re  were NEWS re leases 
about Fraud i n  the O i l Leas ing In d u s t r y  and I  w ro te to the B e t t o r Bus­
ine ss Bureau, Los Angeles Coun t ie s , 639 South New Hampshire Avef L .A . ,
CA 90005; I  re ce ive d a "fo rm  l e t t e r "  wh ich in d ic a te d  no f r a u d u le n t B us i­
ness d e a l in g  be ing conducted by A LL I .

I n  December 1983 I  purchased a o n e - t h i r t y f i f t h  (1 /3 5 ) i n t e r e s t in  the 
Prudhoe Uplands 34-231 A sso c ia te s , a s u b s id ia r y  o f A laska Land Leas ing 
In c . The p r in c ip a l s  i n  the Prudhoe Uplands A sso c ia te s were:

F rank Sm ith , Sales Rep re sen ta t iv e ALLI
T e r r y J . R isenhoover, Chairman o f the Board ALLI
V ic  Ga ine r, P re s id e n t , ALLI
Ms. Mariana H u te r , ALLI ("one o f th e Genera l P a r tn e rs P.U. 34-231) 
David Cas t le 
M a r jo r ie  D. Foote

I  re ce iv e d a l e t t e r ,  da ted May 14, 1984from T e r r y  R isenhoover, ALLI 
in fo rm in g  me o f a re o rg a n iz a t io n  w i th  a change i n  address and new 
te lephone numbers (see a tta ched cop y ) . On May 1 5 , 1984 I  re c e iv e d a 
te lephone c a l l  from a R icha rd Brown, M as te r S e c u r i t i e s  Management, sa y ig 
th a t he was ta k in g  o ve r my accoun t , hien he was unab le to answer my 
ques t io n s I  ask him to have V ic Ga ine r c a l l  me. F i n a l l y ,  on June 20,
1984 I  re c e iv e d a c a l l  from V ic Ga ine r who prom ised to  send me a l i s t  
o f the sha reho lde rs i n  the Prudhoe Uplands 34-231 A s so c ia te s . To date 
I  have n o t re c e iv e d th a t l i s t  n o r have I  been su c ce s s fu l i n  my a ttem p ts 
to co n ta c t anyone asso c ia te d w i th  AEL I.

I  unde rs tand th a t the S ta te o f A laska has f i l e d  a c i v i l  s u i t  i n  the 
S upe r io r C o u r t ,a g a in s t bo th A laska Land Leas in g In c  and Tundra O i l ,  I n c .
I  would a p p re c ia te  any in fo rm a t io n  you may be ab le to  g ive me in c lu d in g  
addresses and te lephone numbers o f the c o r p e r a t io n ( s ) and the rem a in ing 
p r i n c i p a l s  .in the o rg a n iz a t io n s .

Thanking you i n  advance, I  am
S in c e re ly  Vaurs ,

L ian i t ; T ho rn ton , J r .
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May 1 4 , 1984

D e a r A la s k a n  Le-ase H o l d e r :

A f t e r  m any m o n th s o f  s e r i o u s  c o n s i d e r a t i o n ,  we a t  A l a s k a  Land 
L e a s i n g  I n c .  h a v e d e c i d e d  t o  c e a s e  a l l  r e t a i l  m a r k e t i n g .

We a r e  c o n t i n u i n g  t o  f u n c t i o n  a s a w h o l e s a l e r  o f  l a r g e  b l o c k s  
o i l  and g a s le a s e s  f o r  p u b l i c l y  r e g i s t e r e d  ' o f f e r i n g s .

As a r e s u l t  o f  t h i s  d e c i s i o n  we h a v e  f o u n d  i t  n e c e s s a r y  t o  
c l o s e  b o t h  o u r  B re n tw o o d  and T h o u s a n d  O a k s , C a l i f o r n i a  o f f i c e s

We h a v e o p e n e d a new s e r v i c e  o f f i c e  a t :

T h i s  o f f i c e  w i l l  be s t a f f e d  b y M r . V i c  G a i n e r  and m y s e l f .  
E i t h e r  o n e o f  us may be r e a c h e d  b y c a l l i n g :

We h a v e  h i r e d  M a s t e r s  M anagem en t C om pany , an a f f i l i a t e  o f  
M a s t e r s  S e c u r i t i e s ,  t o  c o m p le t e  a l l  l e a s e  p r o c e s s i n g  and t o  
h a n d l e  a l l  i n q u i r i e s  r e g a r d i n g  y o u r  l e a s e s .

M a s t e r s  M anagem en t Company h a s h i r e d  a fe w  f o r m e r  A l a s k a  Lan d 
L e a s i n g  I n c .  a d m i n i s t r a t i v e  s t a f f  m em be rs t o  p r o v i d e  y o u 
w i t h  t h e  b e s t  p o s s i b l e  s e r v i c e .

I f  y o u h a v e  a n y  q u e s t i o n s  r e g a r d i n g  y o u r  l e a s e ,  p l e a s e  c a l l  
e i t h e r  D a v id  C a s t l e  o r  M a r j o r i e  F o o t e  a t :

A l a s k a  L a n d L e a s i n g  I n c .  
5655 L i n d e r o  C a n y o n Road 
S u i t e  #408
W e s t l a k e  V i l l a g e ,  CA 91362

( 8 1 8 )  8 8 9 - 9 0 6 1

( 8 1 8 )  9 9 1 - 5 8 0 5

T h a n k y o u  f o r  y o u r  c o n s i d e r a t i o n .  I  r e m a in  . . .

C o r d i a l l y  y o u r s ,



i n v e s tm e n t  c o n t r a c t .  —  S u ff ic ie n t ev i- th e  p rec ise  e x p e r ie n c e , e x p e r t is e  e n d
d en ce  w a s  p re s e n te d  to  su p p o r t  a  ju r y  re so u rc e s  n e c e ssa ry  to a s s u re  p ro fits  from
fin d in g  t h a t  v e n d in g  m a c h in e  s a le s  pro- th e  m a c h in e s . W h e e ie r  v. S ta te , C t. A pp.
g ra m  w as a n  in v e s tm e n t  c o n tr a c t  w h e re  O p. N o. 227 (F ile  N o. 5428), 659  P .2 d  1241
th e  co m p an y , th ro u g h  a d v e r t is e m e n ts , (1983).
v e rb a l r e p re s e n ta t io n s  to  p o te n tia l  T e r r i t o r i a l  d i s t r i b u t o r s h i p s  m u s t  b e  
in v e s to rs , a n d  v a r io u s  in v e s tm e n t  r e g i s t e r e d .  —  T e r r i to r ia l  d is t r ib u to r s h ip s
d o c u m e n ts  p re p a re d  a n d  s ig n e d  b y  d efen - c o n s t i tu te  a n  in v e s tm e n t c o n tr a c t  a n d  a r e
d a n t  a c t in g  a s  a  c o rp o ra te  o ffice r a n d  by  s e c u r i t ie s  su b je c t to  r e g is t r a t io n ,
th e  s a le s  a g e n t ,  so ld  a  p a c k a g e  o f  A m e r ic a n  G o ld  & D ia m o n d  C orp . v.
c o n tra c tu a l  b e n e f i ts  w h ich  in c lu d e d , in  K irk p a tr ic k , S u p . C t. O p. N o. 2 7 9 9  (F ile
a d d itio n  to  v e n d in g  m a c h in e s  th e m se lv e s , N o. 7608), P .2 d  (1984).

§ 45.55.140 A laska Statutes Supplement § 45.55.200

S e c .  45.55.140. E x e m p t i o n s .

NOTES TO DECISIONS

Q u o te d  in  G r e a te r  A re a , In c . v. 
B o o k m an , S u p . C t. O p. N o. 2589  (F ile  N o. 
5557), 657  P .2 d  8 2 8  (1982).

S a c

( bXl'))
S e c .  45.55.200. O r d e r s  a n d  i n j u n c t i o n s ,  (a) W h e n e v e r  i t  a p p e a rs  

to th e  a d m in i s t r a to r  t h a t  a  pe rson  h a s  e n g ag ed  or is a b o u t  to en g a g e  
in a n  ac t  o r  p rac tice  in  v io la t ion  o f  a n y  p rovis ion  o f  th is  c h a p te r  o r  ru le  
or o rd e r  u n d e r  th i s  ch ap te r ,  th e  a d m in i s t r a to r  m a y

(1) in  th e  pub lic  in te r e s t  o r  for th e  p ro tec t io n  o f  inves to rs ,  is su e  a n  
o rder (A) d i re c t in g  th e  pe rson  to cease  a n d  d es is t  from c o n t in u in g  th e  
ac t  o r  p rac tice ,  (B) d ire c t in g  th e  pe rson , for a  per iod  no t to  exceed th r e e  
yea rs ,  to  file t h e  a n n u a l  repoi \  p rox ies , consen ts  or au th o r iz a t io n s ,  
proxy s ta te m e n ts ,  o r  o th e r  m t . t r i a l s  r e la t in g  to  proxy so lic i ta t ions  
re q u ire d  u n d e r  A S 45.55.139 w i th  th e  a d m in i s t r a to r  for e x a m in a t io n  
and  rev iew  10 w o rk in g  d ay s  before a  d is t r ib u t io n  to  sh a re h o ld e rs ,  a n d  
< C )  vo id ing  a n y  p roxies  o b ta in ed  by  a  pe rso n  re q u ire d  to file u n d e r  AS 
45.55.139, in c lu d in g  th e i r  fu tu re  exe rc ise  or ac t ions  r e s u l t in g  from 
th e i r  p a s t  exercise , i f  th e  p roxies  w e re  so lic ited  by  m e a n s  o f  a n  u n t r u e  
or m is le a d in g  s t a t e m e n t  p ro h ib i ted  u n d e r  AS 45.55.160; or

(2) b r in g  a n  ac t ion  in  th e  su p e r io r  c o u r t  to  en jo in  th e  a c ts  or  p ra c ­
tices a n d  to enforce com pliance  w i th  th i s  c h a p te r  o r  ru le  or  o rd e r  u n d e r  
th is  chap te r ,  a n d  up o n  a  p ro p e r  show ing , th e  a p p ro p r ia te  re m e d y  sh a l l  
be g r a n te d  a n d  a  rece iv e r  o r  c o n se rv a to r  m a y  be ap p o in ted  for th e  
d e fen d an t  or t h e  d e fe n d a n t’s  asse ts ;  t h e  co u r t  m a y  no t  r e q u i re  th e  
a d m in is t r a to r  to  post a  bond.

(b) Before i s su in g  a n  o rd e r  u n d e r  (a)(1) o f  th i s  sec tion  th e  a d m in ­
i s t r a to r  sh a l l  g ive re a so n a b le  no tice  o f  a n d  a n  o p p o r tu n i ty  for  a  
h e a r in g .  H ow ever,  t h e  a d m in i s t r a to r  m a y  issue  a  te m p o ra ry  o rd e r  
p en d in g  th e  h e a r in g  w hich  o rd e r  s h a l l  r e m a in  in  effect u n t i l  10 d ay s  
a f te r  t h e  h e a r in g  is he ld  a n d  w h ich  s h a l l  becom e fina l  i f  t h e  p e rso n  to 
w hom  notice  is add ressed  does n o t  r e q u e s t  a  h e a r in g  w i th in  15 d ay s  
a f te r  th e  rece ip t  of  notice. (§ 308 ch 198 SL A  1959; a m  § 1 ch  126 SLA 
1968; a m  § 1 ch 65 SLA 1981; a m  § 107 ch 16 SLA  1982)
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on o rg a n iz e d  
to th e  fed e ra l 
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d e p r iv e s  a  
u a n t  to  sec. 
d A ct o f  a n y  

I - A c t to  a n y  
a n iz e d  u n d e r

A la s k a  la w  p u r s u a n t  to  th e  fe d e ra l A c t. To 
th e  e x te n t  o f  a n  in c o n s is te n c y  b e tw e e n  a  
p ro v is io n  o f  t h i s  A c t a n d  a  p ro v is io n  o f  A S

10 .05  o r  10.20, th is  A ct p re v a ils  w ith  
r e g a rd  to  a  c o rp o ra tio n  o rg a n iz e d  u n d e r  
A la s k a  law  p u r s u a n t  to  th e  fe d e ra l A c t.”

S e c .  45 .55 .139 . R e p o r t s  o f  c o r p o r a t i o n s .  A copy o f  a ll  a n n u a l  
repo r ts ,  p rox ies ,  c o n se n ts  o r  a u th o r iz a t io n s ,  p roxy s t a t e m e n ts  a n d  
o th e r  m a te r i a l s  r e l a t i n g  to  p roxy  so lic i ta t io n s  d is t r ib u te d ,  p u b l ish ed  or 
m a d e  a v a i la b le  by a n y  p e rso n  to a t  le a s t  30 A la s k a  re s id e n t  
s h a re h o ld e r s  o f  a  co rp o ra t io n  w h ich  h a s  to ta l  a s se ts  exceed ing  
$1,000,000 a n d  a  c la ss  o f  eq u i ty  s e c u r i ty  h e ld  of record  by 500 or m ore  
pe rsons  a n d  w h ich  is e x e m p te d  from  t h e  re g is t r a t io n  r e q u i r e m e n ts  o f  
AS 45.55 .070  by  A S  45 .55.138, sh a l l  be  filed w ith  th e  a d m in i s t r a to r  
co n c u rre n t ly  w i th  i ts  d i s t r ib u t io n  to sh a reh o ld e rs .  (§ 1 ch  58 SLA 
1977)

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

s o l i c i t a t i o n s ,  see  B ro w n  v. W a rd . S u p . C t. 
O p. N o. 1825 (F ile  N o. 3579), 593  P .2 d  247 
(1979).

S e c .  45 .55 .140 . E x e m p t i o n s ,  (a) T h e  following secu r i t ie s  a re  
e x em p ted  from  A S  45.55.070:

(1) a  secu r i ty ,  in c lu d in g  a  r e v e n u e  ob liga tion , is su ed  or g u a ra n te e d  
by th e  U n i te d  S ta te s ,  a  s ta te ,  a  po lit ica l subd iv is ion  of  a  s ta te ,  o r  an  
agency  or  co rp o ra te  o r  o th e r  in s t r u m e n ta l i t y  of  one or  m ore  of th e  
foregoing; o r  a  c e r t i f ic a te  of  depos it  for a n y  o f th e  foregoing;

(2) a  s e c u r i ty  is su ed  o r  g u a r a n te e d  by C a n a d a ,  a  C a n a d ia n  province, 
a  po lit ica l sub d iv is io n  o f  a  C a n a d ia n  province , a n  agency  or co rpo ra te  
or  o th e r  i n s t r u m e n ta l i t y  o f  one  or  m o re  o f  th e  foregoing, o r  a  foreign 
g o v e rn m e n t  w i th  w h ich  t h e  U n i te d  S ta te s  c u r r e n t ly  m a in ta in s  
d ip lom atic  re la t io n s ,  i f  th e  s e c u r i ty  is recognized a s  a  va l id  ob liga tion  
by th e  is s u e r  o r  g u a ra n to r ;

(3) a  se c u r i ty  is su ed  by  a n d  r e p re s e n t in g  a n  in te r e s t  in  o r  a  d e b t  of, 
or g u a r a n te e d  by, a  b a n k  o rg a n iz e d  u n d e r  th e  law s of  th e  U n i te d  
S ta te s ,  o r  a  b a n k ,  s a v in g s  in s t i tu t io n ,  sav in g s  a n d  loan  associa tion , 
b u i ld in g  a n d  lo a n  assoc ia t ion ,  o r  t r u s t  co m p an y  o rgan ized  a n d  
su p e rv ised  u n d e r  th e  law s  o f  a  s t a t e  or  of  th e  U n i te d  S ta tes ;

(4) a  co m m erc ia l  p a p e r  w h ich  a r i s e s  o u t  o f  a  c u r r e n t  t r a n s a c t io n  or 
th e  proceeds o f  w h ich  h a v e  b een  or a re  to be used  for c u r r e n t  
t r a n sa c t io n s ,  a n d  w h ich  ev idences  a n  ob liga tion  to pay  ca sh  w i th in  
n in e  m o n th s  of  t h e  d a te  of  i s su an ce ,  exc lusive  of  d a y s  of  grace , o r  a n y  
ren ew al  o f  th e  p a p e r  w h ich  is l ikew ise  lim ited , o r  a  g u a r a n te e  o f  th e  
p a p e r  or  o f  th e  re n e w a l ,  i f  th e  com m erc ia l  p a p e r  is o f  th e  ty p e  e lig ib le  
for d isco u n t  by a  federa l  r e se rv e  b a n k ;

(5) a n  in v e s tm e n t  c o n tra c t  issued  in  connection  w i th  a n  em ployee’s 
s tock  p u rc h a se ,  sa v in g s ,  pens ion , p ro f i t -sh a r in g ,  or  s im i la r  benefi t  p lan  
i f  th e  a d m in i s t r a to r  is no tif ied  in w r i t in g  30 d ay s  before t h e  inception  
o f  th e  p la n  or, w i th  re sp ec t  to p la n s  w h ich  a r e  in  effect on M ay  9 ,1 9 5 9 ,  
w i th in  60  d ay s  th e re a f t e r ,  o r  w i th in  30 d ay s  before th e y  a r e  reopened  
i f  th e y  a r e  closed on M ay  9, 1959;
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(6) a  s e c u rity  is su e d  by  a n d  re p re s e n tin g  a n  in te r e s t  in  o r a  d e b t of, 
or g u a ra n te e d  by, a  fe d e ra l sa v in g s  a n d  loan  a sso c ia tio n , or a  b u ild in g  
an d  lo an  o r  s im ila r  a sso c ia tio n  o rg an ized  u n d e r th e  law s o f a  s ta te  a n d  
a u th o riz e d  to  do b u s in e s s  in  th is  s ta te ;

(7) a  s e c u rity  is su e d  by  a n d  re p re s e n tin g  a n  in te r e s t  in  o r a  d e b t of, 
o r g u a ra n te e d  by, a n  in s u ra n c e  co m p an y  o rg an ized  u n d e r  th e  law s o f 
a  s ta te  a n d  a u th o r iz e d  to  do b u s in e ss  in  th is  s ta te ;  b u t th is  ex em p tio n  
does n o t a p p ly  to  a n  a n n u i ty  c o n tra c t, in v e s tm e n t c o n tra c t, o r  s im ila r  
se c u rity  u n d e r  w h ich  th e  p ro m ised  p a y m e n ts  a re  no t fixed  in  d o lla rs  
b u t a re  s u b s ta n t ia l ly  d e p e n d e n t up o n  th e  in v e s tm e n t r e s u l ts  o f a  
seg re g a te d  fu n d  o r  a c c o u n t in v e s te d  in  se c u ritie s ; ex cep t t h a t  po lic ies 
or a n n u ity  c o n tra c ts  o f in s u ra n c e  com pan ies a d m itte d  to  do b u cJn ess  in  
th e  s ta te  a re  n o t su b je c t to  th is  c h a p te r;

(8) a  s e c u r ity  is su ed  o r  g u a ra n te e d  by  a  fed e ra l c re d it  u n io n  o r  a n y  
c re d it u n io n , in d u s tr ia l  lo an  a sso c ia tio n , o r s im ila r  a sso c ia tio n  
o rgan ized  a n d  su p e rv ise d  u n d e r  th e  law s of th is  s ta te ;

(9) a  s e c u rity  is su ed  o r g u a ra n te e d  by  a  ra ilro a d , o th e r  com m on 
c a rr ie r , p u b lic  u t i l i ty ,  o r  h o ld in g  com pany  w h ich  is

(A) su b jec t to  th e  ju r is d ic t io n  o f th e  In te r s ta te  C om m erce  
C om m ission ;

(B) a  re g is te re d  h o ld in g  co m p an y  u n d e r  th e  P u b lic  U ti l i ty  H o ld in g  
C om pany  A c t of 1935 o r a  su b s id ia ry  o f th e  co m p an y  w ith in  th e  
m e a n in g  of t h a t  A ct;

(C) re g u la te d  in  re sp e c t o f its  r a te s  a n d  ch a rg es  by a  g o v e rn m e n ta l 
a u th o r ity  o f th e  U n ite d  S ta te s  o r  a  s ta te ;  or

(D) re g u la te d  in  re sp e c t o f th e  is su a n c e  or g u a ra n te e  o f  th e  s e c u r ity  
by a  g o v e rn m e n ta l a u th o r i ty  o f th e  U n ite d  S ta te s , a  s ta te ,  C a n a d a , o r  
a  C a n a d ia n  p rov ince;

(10) a  s e c u rity  l is te d  o r  ap p ro v ed  for lis t in g  u p o n  n o tice  o f is su a n c e  
on th e  N ew  Y o rk  S to ck  E x c h a n g e , th e  A m erican  S tock  E x c h a n g e , th e  
M idw est S to ck  E x c h a n g e , o r  th e  P acific  C oast S to ck  E x ch an g e , o r  a n y  
o th e r  s e c u rity  o f  th e  sa m e  is s u e r  w h ich  is of se n io r  o r s u b s ta n t ia l ly  
eq u a l ra n k ; a  s e c u r ity  ca lled  for by  su b sc rip tio n  r ig h ts  o r  w a r r a n ts  so 
lis ted  o r app roved ; o r a  w a r r a n t  o r  r ig h t  to  p u rc h a se  or su b sc rib e  to  an y  
o f th e  foregoing;

(11) a  s e c u rity  is su ed  by  a  p e rso n  o rg an ized  a n d  o p e ra te d  n o t for 
p r iv a te  p ro fit b u t  ex c lu s iv e ly  fo r re lig io u s , ed u c a tio n a l, b en ev o len t, 
c h a r ita b le , f r a te rn a l ,  socia l, a th le tic , o r re fo rm a to ry  p u rp o ses , o r  a s  a  
ch a m b e r o f com m erce  o r tr a d e  o r  p ro fessiona l a sso c ia tio n .

(b) T h e  fo llow ing  tra n s a c tio n s  a re  exem pted  from  AS 45 .55 .070:
(1) a  tra n s a c tio n  b e tw e e n  th e  is s u e r  o r o th e r  p e rso n  on  w hose b e h a lf  

th e  o ffering  is m ad e  a n d  a n  u n d e rw r ite r ,  o r am o n g  u n d e rw rite rs ;
(2) a  tra n s a c tio n  in  a  bond  o r o th e r  ev idence  o f in d e b te d n e ss  secu red  

by a  re a l  o r c h a tte l  m o rtg a g e  o r deed  o f t ru s t ,  o r by  an  a g re e m e n t for 
th e  sa le  o f re a l  e s ta te  o r  c h a tte ls ,  i f  th e  e n tire  m o rtg ag e , deed  o f  t ru s t ,  
o r a g re e m e n t, to g e th e r  w ith  a ll th e  bonds o r o th e r  ev id en ce  o f 
in d eb ted n ess , se c u re d  th e re b y , is  offered  an d  so ld  a s  a  u n it;
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(3) a  tra n s a c tio n  by a n  execu to r, a d m in is tra to r , sh e riff , m a rsh a l, 
rece iver, t r u s te e  in  b a n k ru p tc y , g u ard ian , o r c o n se rv a to r;

(4) a n  offer o r  s a le  to  a  b a n k , sav ings in s t i tu t io n , t r u s t  com pany, 
in su ra n c e  com pany , in v e s tm e n t com pany as d e fin e d  in  th e  In v e s tm e n t 
C om pany  A ct o f 1940, p en sio n  o r p ro fit-sh a rin g  t r u s t ,  o r o th e r  fin an c ia l 
in s t i tu t io n  o r  in s t i tu t io n a l  b u y e r, o r to a b ro k e r-d e a le r , w h e th e r  th e  
p u rc h a se r  is  a c t in g  fo r i ts e lf  o r in  som e fid u c ia ry  cap ac ity ;

(5) s a le s  by a n  is su e r
(A) to  no m o re  th a n  10 p e rso n s in  th is  s t a t e  o th e r  th a n  tho se  

d e s ig n a te d  in  (4) o f th is  su b sec tio n  d u rin g  a  p e rio d  o f 12 consecu tive  
m o n th s  w h e th e r  o r  n o t th e  s e lle r  or any  of th e  b u y e rs  is  th e n  p re se n t 
in  th is  s ta te , i f

(i) no  co m m ission  o r  o th e r  rem u n e ra tio n  is  p a id  o r  g iv en  d ire c tly  or 
in d irec tly  for so lic itin g  a  p ro spec tive  buyer in  th i s  s ta te ;

(ii) th e  to ta l  d o lla r  a m o u n t invested  d u r in g  a  p e rio d  o f  12 
consecu tive  m o n th s  does n o t exceed $100,000;

(iii) a  leg en d  is  p laced  on th e  ce rtifica te  o r  o th e r  d o cu m en t 
ev id en c in g  o w n ersh ip  of th e  secu rity , s ta tin g  t h a t  th e  s e c u rity  is no t 
re g is te re d  u n d e r  th is  c h a p te r  a n d  can n o t be re so ld  w ith o u t  re g is tra tio n  
u n d e r th is  c h a p te r  o r  ex em p tio n  from  it;

(iv) offers a re  m ad e  w ith o u t public so lic ita tio n  o r a d v e rtise m e n t; 
an d

(v) th e  is su e r  files  w ith  th e  a d m in is tra to r  a  n o tic e  sp ec ify in g  th e  
issu e r, th e  s e c u rity  to  be  sold a n d  th e  te rm s o f th e  o ffe r a t  le a s t  tw o day s 
before a n y  sa le s  a re  m ade;

(B) to  i.,o m o re  th a n  25 p e rsons in th is  s t a t e  o th e r  th a n  th o se  
d esig n a te  i  in  (4) o f th is  su b sec tio n  d u rin g  a  p e r io d  o f 12 consecu tive  
m o n th s  w h e th e r  or n o t th e  s e lle r  o r any  of th e  b u y e rs  is  th e n  p re se n t 
in  th is  s ta te , i f

(i) th e  sa le s  a re  m ad e  so le ly  in  th is  s ta te ;
(ii) before  a n y  sa le , each  p rospective  b u y er is fu rn is h e d  access to  th e  

in fo rm a tio n  t h a t  w ould  be provided to a p ro sp e c tiv e  b u y e r  in  a  
re g is tra tio n  u n d e r  A S 45 .55 .100  (w hich in fo rm a tio n  sh a ll  be fu rn ish e d  
to  th e  a d m in is t r a to r  up o n  h is  request);

(iii) th e  to ta l  d o lla r  a m o u n t invested  d u r in g  a  perio d  o f 12 
consecu tive  m o n th s  does n o t exceed $500,000;

(iv) com m issions o r  o th e r  rem u n e ra tio n  m e e t th e  r e q u ire m e n ts  of 
th is  c h a p te r  a n d  a re  m ad e  only  to persons re g is te re d  u n d e r  AS 
45.55.040;

(v) a  leg en d  is  p laced  on th e  certifica te  or o th e r  d o c u m e n t ev id en c in g  
o w n ersh ip  of th e  se c u rity , s ta t in g  th a t  th e  s e c u r i ty  is  n o t  re g is te re d  
u n d e r  th is  c h a p te r  a n d  c a n n o t be resold  w ith o u t r e g is t r a t io n  u n d e r  th is  
c h a p te r  o r  ex em p tio n  from  it;

(vi) th e  is su e r  o b ta in s  a  s igned  a g re e m e n t from  th e  b u y e r 
ack n o w led g in g  th a t  he  is b u y in g  for in v e s tm e n t p u rp o se s  a n d  th a t  th e  
se c u ritie s  w ill n o t be  reso ld  w ith o u t re g is tra tio n  u n d e r  th is  ch ap te r;
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(vii) offers a re  m a d e  w ith o u t  p ub lic  so lic ita tio n  o r  a d v e rtise m e n t; 
a n d

(viii) th e  is su e r  file s  w ith  th e  a d m in is tra to r  a  n o tic e  sp ec ify in g  th e  
is s u e r , th e  s e c u r ity  to  b e  sold , a n d  th e  te rm s  o f  th e  offer a t  le a s t  tw o 
d a y s  before  a n y  s a le s  a r e  m ad e;

(6) a n  o ffer o r sa le  o f  a  p re o rg a n iz a tio n  c e r t if ic a te  o r  su b sc r ip tio n  i f
(A) nc  'o m m iss io n  o r o th e r  re m u n e ra tio n  is p a id  o r  g iv e n  d ire c tly  or 

in d ire c tly  fo r so lic itin g  a  p ro sp ec tiv e  su b sc rib e r ,
(B) th e  n u m b e r  o f  su b s c r ib e rs  does n o t exceed  10, a n d
(C) no p a y m e n t is  m a d e  by  a n y  subscriber;
(7) a  t r a n s a c tio n  u n d e r  a n  o ffe r to  e x is tin g  s e c u r i ty  h o ld e rs  o f th e  

is su e r , in c lu d in g  p e rso n s  w ho a t  th e  tim e  of th e  t r a n s a c t io n  a r e  h o ld e rs  
o f  c o n v e rtib le  s e c u r it ie s , n o n tra n s fe ra b le  w a r r a n ts ,  o r  t ra n s fe ra b le  
w a r r a n ts  ex e rc isa b le  w ith in  n o t  m ore  th a n  90 d a y s  o f  th e i r  is su an ce , 
i f

(A) no com m ission  o r  o th e r  re m u n e ra tio n , o th e r  th a n  a  s ta n d b y  
co m m ission , is p a id  o r  g iv e n  d ire c tly  or in d ire c t ly  fo r so lic itin g  a 
s e c u r ity  h o ld e r  in  th is  s ta te ,  o r

(B) th e  is s u e r  f ir s t  file s  a  n o tic e  specify ing th e  te r m s  o f  th e  offer an d  
th e  a d m in is t r a to r  does n o t  by o rd e r  d isallow  th e  e x e m p tio n  w ith in  th e  
n e x t  five fu ll b u s in e ss  d ay s;

(8) a n  o ffer (b u t n o t a  sa le ) o f  a  secu rity  fo r  w h ich  re g is tra t io n  
s ta te m e n ts  h a v e  b e e n  f iled  u n d e r  bo th  th is  c h a p te r  a n d  th e  S e c u ritie s  
A c t o f  1933 i f  no s to p  o rd e r  o r  re fu sa l o rd e r is  in  e ffec t a n d  no  pub lic  
p ro ceed in g  o r  e x a m in a tio n  lo o k in g  to w ard  an  o rd e r  is p e n d in g  u n d e r  
e i th e r  Act;

(9) a n  iso la te d  n o n is s u e r  tra n s a c tio n , w h e th e r  e ffec ted  th ro u g h  a 
b ro k e r-d e a le r  o r no t;

(10) a  n o n is su e r  d is tr ib u tio n  o f  a n  o u ts ta n d in g  s e c u r ity  i f
(A) a  recogn ized  s e c u r it ie s  m a n u a l  co n ta in s  th e  n a m e s  o f  th e  is s u e r ’s 

o fficers a n d  d ire c to rs , a  b a la n c e  s h e e t  o f th e  i s s u e r  a s  o f  a  d a te  w ith in  
18 m o n th s , a n d  a  p ro f it a n d  loss s ta te m e n t for e i th e r  th e  fisca l y e a r  
p re c e d in g  t h a t  d a te  o r  th e  m o st re c e n t y e a r  o f o p e ra tio n s , o r

(B) th e  s e c u r ity  h a s  a  fixed  m a tu r i ty  or a  fixed  in te r e s t  o r  d iv id en d  
p ro v is io n  a n d  th e re  h a s  b e e n  no  d e fa u lt  d u rin g  th e  c u r r e n t  fisca l y e a r  
o r  w ith in  th e  th r e e  p re c e d in g  fisca l y e a rs , or d u r in g  th e  e x is te n c e  of th e  
is s u e r  an d  a n y  p red ecesso rs  i f  le ss  th a n  th re e  y e a r s ,  in  th e  p a y m e n t o f 
p rin c ip a l, in te re s t ,  o r  d iv id e n d s  on  th e  secu rity ;

(11) a  n o n is su e r  t r a n s a c t io n  effected  by or th r o u g h  a  re g is te re d  
b ro k e r-d e a le r  u n d e r  a n  u n so lic ite d  o rd e r or offer to  b u y ; h o w ever, th e  
a d m in is t r a to r  rnay  by ru le  re q u ire  th a t  th e  c u s to m e r  acknow ledge  
u p o n  a  specified  form  t h a t  th e  s a le  w as u n so lic ite d , a n d  th a t  a  s igned  
copy o f each  form  be p re se rv e d  by th e  b ro k e r-d e a le r  fo r a  specified  
perio d ;

(12) a  tra n s a c tio n  e x e c u te d  by  a  bona fide p le d g e e  w ith o u t an y  
p u rp o se  o f e v a d in g  th is  c h a p te r ;
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(13) a  tra n s a c tio n  in c id e n t to  a  r ig h t  o f  conversion  o r a  s ta tu to ry  o r 
ju d ic ia lly  app roved  re c la ss if ic a tio n , re c a p ita liz a tio n , re o rg a n iz a tio n , 
q u a s i-re o rg a n iza tio n , stock  sp lit , re v e rse  stock  s p lit , m erg e r, 
co n so lida tion  o r  s a le  o f a s se ts , i f

(A) no com m ission  o r  o th e r  re m u n e ra tio n , o th e r  th a n  a  s ta n d b y  
com m ission  is  p a id  o r  g iv en  d ire c tly  o r in d ire c tly  for so lic itin g  a 
secu rity  h o ld e r in  th is  s ta te ;  a n d

(B) th e  is su e r  files  a  n o tice  in  th e  fo rm  specified  by th e  a d m in is tra to r  
n o t less th a n  30 d ay s  befo re  m a k in g  th e  offer;

(14) a  sto ck  d iv id en d , w h e th e r  th e  co rp o ra tio n  d is tr ib u tin g  th e  
d iv idend  is  th e  is s u e r  o f th e  sto ck  o r n o t, i f  n o th in g  of v a lu e  is g iv en  
by s to ck h o ld ers  for th e  d iv id en d  o th e r  th a n  th e  s u r re n d e r  o f  a  r ig h t  to  
a  ca sh  o r p ro p e rty  d iv id en d  w h e n  e ach  s to ck h o ld e r m ay  e le c t to  ta k e  
th e  d iv id en d  in  ca sh  o r  p ro p e r ty  o r in  stock;

(15) a n  a c t in c id e n t to  a  c la ss  v o te  by  sto ck h o ld e rs , u n d e r  th e  
ce rtifica te  o f in co rp o ra tio n  o r  th e  a p p licab le  co rp o ra tio n  s ta tu te ,  on a  
m erg er, con so lid a tio n , re c la ss if ic a tio n  o f  se c u ritie s  o r s a le  o f  se c u ritie s  
o f a n o th e r  co rpo ra tion ;

(16) th e  offer o r  s a le  by  a  re g is te re d  b ro k e r-d e a le r , a c tin g  e i th e r  a s  
p rin c ip a l o r  a g e n t, o f se c u r it ie s  p re v io u s ly  so ld  a n d  d is tr ib u te d  to  th e  
p u b lic  i f

(A) th e  se c u ritie s  a re  sold a t  p rices  re a so n a b ly  re la te d  to  th e  c u r re n t  
m a rk e t  p rice  a t  th e  t im e  of sa le , a n d , i f  b ro k e r-d e a le r  is a c tin g  a s  a g e n t, 
th e  com m ission  co llec ted  by  th e  b ro k e r-d e a le r  on  acco u n t o f  th e  s a le  is 
n o t in  excess o f u s u a l  a n d  c u s to m a ry  com m issions co llec ted  w ith  
re sp ec t to  se c u ritie s  a n d  tra n s a c tio n s  h a v in g  co m p arab le  
ch a ra c te ris tic s ;

(B) th e  se c u ritie s  do n o t c o n s titu te  th e  w hole  o r  a  p a r t  o f  a n  u n so ld  
a llo tm e n t to  o r su b sc rip tio n  o r  p a r tic ip a tio n  by  th e  b ro k e r-d e a le r  a s  a n  
u n d e rw rite r  o f th e  se c u ritie s  o r a s  a  p a r t ic ip a n t  in  th e  d is tr ib u tio n  o f 
th e  se c u ritie s  by th e  is su e r, b y  a n  u n d e rw r ite r  o r by a  p e rso n  o r  g roup  
of p e rsons in  s u b s ta n tia l  co n tro l o f  th e  is su e r  o r  o f th e  o u ts ta n d in g  
secu ritie s  o f th e  c la ss  b e in g  d is tr ib u te d ; an d

(C) th e  se c u ritie s  h a v e  b een  la w fu lly  sold a n d  d is tr ib u te d  in  th is  
s ta te  u n d e r  th is  c h a p te r;

(17) offers o r s a le s  o f c e r tif ic a te s  o f  in te r e s t  o r  p a r tic ip a tio n  in  oil, 
gas, o r m in in g  r ig h ts , t i t le s  o r leases , o r  in  p a y m e n ts  o u t o f p ro d u c tio n  
u n d e r  such  r ig h ts , t i t le s  o r le a se s , i f  th e  p u rc h a se rs

(A) a re  o r h av e  b een  d u r in g  th e  p reced in g  tw o y e a rs  e n g ag ed  
p r im a rily  in  th e  b u s in e ss  o f  e x p lo rin g  for, m in in g , p ro d u c in g , or 
re fin in g  o il, gas, o r  m in e ra ls ; o r

(B) h a v e  b een  found  by  th e  a d m in is tr a to r  u p o n  w r it te n  ap p lica tio n  
to  be s u b s ta n tia lly  e n g ag ed  in  th e  b u s in e ss  o f  ex p lo rin g  for, m in in g , 
p roducing , o r  re f in in g  oil, g as , o r m in e ra ls  so a s  n o t to  re q u ire  th e  
p ro tec tio n  p rov ided  by  AS 45 .55 .070 .
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(c) In  a n y  p roceed ing  u n d e r  th is  c h a p te r , th e  b u rd e n  o f p ro v in g  a n  
exem p tio n  o r a n  exception  from  a d e fin itio n  is upon  th e  p e rso n  
c la im in g  it.

(d) T he a d m in is tra to r  m ay  by o rd e r d en y  o r rev o k e  a n  ex em p tio n  
specified  in  (a)(5), (7) o r (11) o f th is  sec tio n  o r in  (b) o f th is  sec tion  w ith  
re sp ec t to  a  specific se c u rity  o r tra n sa c tio n . T h e  o rd e r m ay  n o t be 
e n te re d  w ith o u t a p p ro p ria te  p rio r  n o tice  to  a ll in te re s te d  p a r tie s , 
o p p o rtu n ity  for h e a rin g , an d  w r itte n  f in d in g s  of fac t an d  conclusions o f 
law , excep t t h a t  th e  a d m in is tra to r  m ay  by  o rd e r  su m m a rily  d en y  or 
revoke  an y  o f  th e  specified  ex em p tio n s p e n d in g  f in a l d e te rm in a tio n  o f 
a  p roceed ing  u n d e r  th is  subsec tion . U pon  th e  e n try  o f a  su m m a ry  
o rder, th e  a d m in is tra to r  sh a ll p ro m p tly  n o tify  a ll in te re s te d  p a r t ie s  
th a t  it  h a s  b een  e n te re d  an d  o f th e  re a so n s  for i t  a n d  th a t  w ith in  15 
d ays of th e  rece ip t o f a  w r it te n  re q u e s t th e  m a t te r  w ill be  s e t  dow n for 
h e a rin g . I f  no  h e a r in g  L  re q u e s te d  a n d  n one  is o rdered  by th e  
a d m in is tra to r , th e  o rd e r re m a in s  in  effect u n ti l  i t  is  m odified  o r v ac a te d  
by th e  a d m in is tra to r . I f  a h e a r in g  is re q u e s te d  o r  o rdered , th e  
a d m in is tra to r , a f te r  n o tice  of a n d  o p p o rtu n ity  for h e a r in g  to  a ll 
in te re s te d  persons, m ay  m odify o r v a c a te  th e  o rd e r o r e x te n d  i t  u n t i l  
fin a l d e te rm in a tio n .

(e) No o rd e r u n d e r (d) of th is  sec tion  m ay  o p e ra te  re tro a c tiv e ly . No 
person  m ay  be  considered  to h av e  v io la ted  A S 45 .55 .070  o r 45.55 .150  
by re a so n  of a n  offer o r sa le  effected  a f te r  th e  e n try  of a n  o rd e r u n d e r  
th is  su b sec tio n  if  he su s ta in s  th e  b u rd e n  o f p ro o f t h a t  he d id  n o t know , 
an d  in  th e  exerc ise  o f rea so n a b le  ca re  could  n o t h av e  know n  o f th e  
o rder.

(f) T h e  a d m in is tra to r  sh a ll by re g u la tio n  p re sc rib e  a  schedu le  o f fees 
for e x a m in a tio n  or in v e s tig a tio n  o f c la im ed  ex em p tio n . (§ 302 ch 198 
SLA 1959; a m  §§ 3 — 11 ch 105 SLA  1961; a m  § 1 ch  8 SL A  1966; am  
§ 1 ch 25 SLA  1968; a m  §§ 11 —  13 ch 86 SLA  1972; a m  § 15 ch  218 
SLA 1976; am  §§ 1 —  3 ch 132 SLA  1977; am  § 1 ch  56 SLA  1978; am  
§ 50 ch 94 SLA  1980)

E f f e c t  o f  a m e n d m e n t s .  — T h e  1976 
a m e n d m e n t in se r te d  "n o t"  p re c e d in g  "by 
o rd e r  d isa llo w "  in  p a ra g ra p h  (71(B) o f  
su b se c tio n  (b).

T h e  1977 a m e n d m e n t re w ro te  
p a ra g ra p h  (5) o f  su b se c tio n  (b), s u b s t i tu te d  
" u n d e r  th is  c h a p te r "  for "o r  a n y  o th e r  s t a te  
o f  th e  U n ite d  S ta te s  u n d e r  th is  o r  a n y  a c t  
r e g u la t in g  th e  s a le  o f th e  s e c u r i t ie s ” in  
p a ra g ra p h  (16)(C) o f  su b se c tio n  (b), a n d  
s u b s t i tu te d  "(a)(5), (7) o r  (11)" fo r "(a)(5) o r  
(7)" in  th e  f irs t  se n te n c e  o f  su b se c tio n  (d).

T h e  1978 a m e n d m e n t a d d ed  p a ra g ra p h  
(17) o f  su b se c tio n  (b).

T h e  1980 a m e n d m e n t, in  s u b p a ra g ra p h

(b)(5 )(B )(v iii), s u b s t i tu te d  "so ld" for 
"o ffe red ” n e a r  th e  m id d le  o f  th e  
s u b p a ra g ra p h ,  a n d  s u b s t i tu te d  " a n y  s a le s  
a r e ” fo r " th e  o ffe r  is ” n e a r  th e  e n d  o f  th e  
s u b p a ra g ra p h .

L e g i s l a t i v e  h i s t o r y  r e p o r t s .  —  F o r  
r e p o r t  on  ch . 8 , SLA  1966, se e  H o u se  
J o u r n a l  (1966), p. 169. F o r  r e p o r t  o n  ch . 
132, S L A  1977 (SB  48), se e  1977 S e n a te  
J o u r n a l ,  p. 190.

A L R  r e f e r e n c e s .—W h at se cu rities  a re  
e x e m p t fro m  r e g is t r a t io n  u n d e r  § 4 0 2 (a )  
o f  th e  U n ifo rm  S e c u r i t ie s  A c t, 84 A L R 3d  
575.
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[
J

u n ifo rm ity  in  th e  form  a n d  c o n te n t o f r e g is tra t io n  s ta te m e n ts , 
ap p lica tio n s, a n d  re p o r ts  w h e re v e r  p rac ticab le .

(c) A ll f in a n c ia l s ta te m e n ts  sh a ll be  p re p a re d  in  acco rdance  w ith  
g e n e ra lly  accep ted  a c c o u n tin g  p rac tices . T h e  a d m in is t r a to r  m a y  by  
ru le  o r o rd e r p re sc rib e  (1) th e  form  a n d  c o n te n t o f f in a n c ia l s ta te m e n ts  
re q u ire d  u n d e r  th is  c h a p te r , (2) th e  c irc u m sta n c es  u n d e r  w h ich  
conso lida ted  f in a n c ia l s ta te m e n ts  s h a ll  be filed, a n d  (3) w h e th e r  a n y  
re q u ire d  f in a n c ia l s ta te m e n ts  s h a ll  be ce rtified  by  in d e p e n d e n t o r 
ce rtified  p u b lic  a c c o u n ta n ts .

(d) N o p rov ision  o f th is  c h a p te r  im p o sin g  lia b ili ty  a p p lie s  to  a n  a c t 
done o r  o m itte d  in  good fa ith  in  co n fo rm ity  w ith  a  ru le , fo rm , o r o rd e r  
o f th e  a d m in is tra to r , n o tw ith s ta n d in g  th a t  th e  ru le , form , o r o rd e r m a y  
be la te r  am en d ed  o r re sc in d ed  or be d e te rm in e d  by ju d ic ia l  o r o th e r  
a u th o r ity  to  be in v a lid .

(e) E v e ry  h e a r in g  in  a n  a d m in is tra t iv e  p ro ceed in g  s h a ll  be p u b lic  
u n le ss  th e  a d m in is tr a to r  in  h is  d isc re tio n  g ra n ts  a  re q u e s t jo in e d  in  by  
a ll th e  re sp o n d e n ts  t h a t  th e  h e a r in g  be conducted  p r iv a te ly . (§ 312 ch 
198 SLA  1959)

S ec . 45 .55 .250 . A d m in i s t r a t iv e  f i le s  a n d  o p in io n s ,  (a) A 
d o cu m en t is filed  w h e n  i t  is  rece ived  by th e  a d m in is tra to r .

(b) T h e  a d m in is tr a to r  sh a ll k eep  a  re g is te r  o f a ll a p p lic a tio n s  fo r 
re g is tra tio n  a n d  re g is tra t io n  s ta te m e n ts  w h ich  a re  o r h a v e  e v e r  b e e n  
effective u n d e r  th is  c h a p te r  a n d  a ll d e n ia l, su sp en sio n , o r  re v o c a tio n  
o rders w hich  h a v e  b een  e n te re d  u n d e r  th is  c h a p te r . T h e  re g is te r  s h a ll  
be open for p u b lic  in spec tion .

(c) T h e  in fo rm a tio n  c o n ta in e d  in  o r  filed  w ith  a  r e g is tr a t io n  
s ta te m e n t, ap p lic a tio n , o r re p o rt m a y  be m ad e  a v a ila b le  to  th e  p u b lic  
u n d e r  th e  ru le s  w h ich  th e  a d m in is tr a to r  p resc rib es .

(d) U pon re q u e s t a n d  a t  th e  re a so n a b le  ch a rg e s  w h ich  h e  p re sc rib e s , 
th e  a d m in is tra to r  s h a ll  fu rn ish  to  a n y  p e rso n  p h o to s ta tic  o r  o th e r  
copies (certified  u n d e r  h is  se a l o f office i f  req u es ted ) of a n y  e n try  in  th e  
re g is te r  o r a n y  d o cu m en t w h ich  is  a  m a t te r  o f  p u b lic  reco rd . In  a 
p roceed ing  o r p ro secu tio n  u n d e r  th is  c h a p te r , a  copy so c e rtif ie d  is 
p r im a  facie ev idence  o f  th e  c o n te n ts  o f th e  e n try  o r  d o cu m en ts  ce rtified .

(e) T h e  a d m in is tra to r  in  h is  d isc re tio n  m ay  h o n o r re q u e s ts  from  
in te re s te d  p e rso n s  for in te rp re ta t iv e  op in ions. (§ 313 ch  198 SL A  1959; 
am  §§ 16, 17 ch  105 SLA  1961)

S e c . 45 .55 .260 . S c o p e  o f  th e  c h a p t e r  a n d  s e r v ic e  o f  p r o c e s s ,  (a)
A S 45.55.010, 45 .55 .030(a), 45 .55 .070 , 45 .55 .170 , a n d  45 .55 .220  ap p ly  
to  p ersons w ho se ll o r offer to  se ll w h en  (1) a n  offer to se ll is  m ad e  in  
th is  s ta te , o r (2) a n  offer to  b u y  is m ad e  an d  accep ted  in  th is  s ta te .

(b) A S 45 .55 .010 , 45.55 .030(a), a n d  45 .55 .170  ap p ly  to  p e rso n s  w ho  
buy  o r offer to  b u y  w h en  (1) a n  offer to  b u y  is m ad e  in  th is  s ta te , o r (2) 
a n  offer to  se ll is  m ad e  a n d  accep ted  in  th is  s ta te .
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(c) F o r th e  p u rp o se  o f th is  sec tio n , a n  offer to  se ll o r to  buy  is  m ade 
in  th is  s ta te , w h e th e r  o r n o t e i th e r  p a r ty  is  th e n  p re se n t in  th is  s ta te , 
w hen  th e  offer (1) o r ig in a te s  from  th is  s ta te  o r (2) is  d irec ted  by  th e  
offeror to  th is  s ta te  a n d  received  a t  th e  p lace  to  w h ich  i t  is d irec ted , or 
a t  a  p o s t office in  th is  s ta te  in  th e  ca se  o f a  m a ile d  offer.

(d) F o r th e  p u rp o se  o f th is  sec tio n , a n  offer to  buy  o r to se ll is 
accep ted  in  th is  s ta te  w h en  accep tan ce  is  co m m u n ica ted  to  th e  offeror 
in  th is  s ta te  a n d  h a s  n o t p rev io u sly  b een  co m m u n ica ted  to  th e  offeror, 
o ra lly  o r  in  w r itin g , o u ts id e  th is  s ta te . A ccep tance  is co m m u n ica ted  to 
th e  offeror in  th is  s ta te ,  w h e th e r  o r n o t e i th e r  p a r ty  is th e n  p re se n t in  
th is  s ta te , w h en  th e  offeree d ire c ts  i t  to  th e  offeror in  th is  s ta te  
rea so n ab ly  b e liev in g  th e  offero r to  be in  th is  s ta te  a n d  i t  is  rece ived  a t  
th e  p lace  to  w h ich  i t  is  d irec ted , o r a t  a  p o s t office in  th is  s ta te  in  th e  
case o f a  m a iled  accep tance .

(e) A n offer to  sell o r to  buy  is n o t m ad e  in  th is  s ta te  w h en  (1) th e  
p u b lish e r  c irc u la te s  o r th e re  is c irc u la te d  on h is  b e h a lf  in  th is  s ta te  a 
bona fide n e w sp a p e r o r o th e r  p u b lic a tio n  o f  g e n e ra l, re g u la r , a n d  pa id  
c ircu la tio n  w h ich  is n o t p u b lish e d  in  th is  s ta te ,  o r  w hich  is p u b lish ed  
in  th is  s ta te  b u t h a s  h a d  m ore  th a n  tw o -th ird s  o f  i ts  c irc u la tio n  o u ts id e  
th is  s ta te  d u r in g  th e  p a s t  12 m o n th s , o r (2) a rad io  o r  te lev is io n  
p ro g ram  o r ig in a tin g  o u ts id e  th is  s ta te  is rece iv ed  in  th is  s ta te .

(0  AS 45 .55 .020 , 45 .55.030(c), a n d  45 .55 .170 , so fa r  as  in v e s tm e n t 
ad v ise rs  a re  concerned , ap p ly  w h en  a n y  a c t in s tru m e n ta l  in  effecting  
p ro h ib ited  conduct is done in  th is  s ta te , w h e th e r  o r  no t e i th e r  p a r ty  is 
th e n  p re se n t in  th is  s ta te .

(g) E v ery  a p p lic a n t for re g is tra t io n  u n d e r  th is  c h a p te r  an d  ev ery  
is su e r w hich  proposes to  offer a s e c u rity  in  th is  s ta te  th ro u g h  a  perso n  
ac tin g  on a n  ag en cy  b a s is  in  th e  com m on-law  sen se  sh a ll file  w ith  th e  
a d m in is tra to r , in  th e  fo rm  w h ich  he p re sc rib e s  by ru le , a n  irrev o cab le  
consent appo in ting  th e  a d m in is tra to r  or h is  successor in office to be h is 
a tto rn e y  to  rece ive  se rv ice  of law fu l p rocess in  a  civil s u it ,  ac tion , or 
p roceed ing  a g a in s t  h im  o r h is  su ccesso r ex ecu to r o r a d m in is tra to r  
w hich a r ise s  u n d e r  th is  c h a p te r  o r a  ru le  o r o rd e r  u n d e r  th is  c h a p te r  
a fte r  th e  co n sen t h a s  b een  filed, w ith  th e  sa m e  force an d  v a lid ity  a s  if  
se rv ed  p e rso n a lly  on th e  p e rso n  f ilin g  th e  co n sen t. A perso n  w ho files 
th e  co n sen t in  con n ec tio n  w ith  a  p re v io u s  r e g is tra t io n  need  no t file 
a n o th e r. S erv ice  m ay  be m ad e  by le a v in g  a  copy o f th e  process in  th e  
office o f th e  a d m in is tra to r , b u t  i t  is n o t e ffec tive  u n le ss  (1) th e  p la in tiff , 
who m ay  be th e  a d m in is tr a to r  in  a  s u it ,  a c tio n , o r p roceed ing  in s ti tu te d  
by h im , im m ed ia te ly  sen d s  n o tice  o f th e  se rv ice  an d  a  copy o f th e  
process by re g is te re d  m a il to th e  d e fe n d a n t o r re sp o n d e n t a t  h is  la s t  
ad d ress  on file w ith  th e  a d m in is tra to r , a n d  (2) th e  p la in t i f f s  a ffid av it 
of m a ilin g  is filed in  th e  case  on o r before  th e  r e tu r n  d ay  o f th e  process, 
if  any , o r w ith in  th e  fu r th e r  tim e  w h ich  th e  c o u rt allow s.

(h) W hen  a person , in c lu d in g  a  n o n re s id e n t o f th is  s ta te , en g ag es  in  
conduct p ro h ib ited  o r m ad e  a c tio n ab le  by th is  c h a p te r  or a  ru le  or o rd e r
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u n d e r  th is  c h a p te r , a n d  he  h a s  n o t filed  a  co n sen t to  serv ice  o f p rocess 
u n d e r  (g) o f  th is  sec tio n  a n d  p e rso n a l ju r isd ic tio n  over h im  c a n n o t 
o th e rw ise  be o b ta in e d  in  th is  s ta te ,  th a t  conduct is co nsidered  
e q u iv a le n t to  h is  a p p o in tm e n t o f  th e  a d m in is tr a to r  o r h is  successo r in  
office to  be  h is  a t to rn e y  to  rece iv e  se rv ice  o f  p rocess in  a  c iv il s u it , 
ac tion , o r  p ro ceed in g  a g a in s t  h im  o r h is  successor ex ecu to r o r 
a d m in is tra to r  w h ich  g row s o u t  o f t h a t  co n d u c t an d  w hich  is b ro u g h t 
u n d e r  th is  c h a p te r  o r  a  ru le  o r  o rd e r  u n d e r  th is  ch a p te r , w ith  th e  sa m e  
force a n d  v a lid ity  a s  i f  se rv e d  on h im  p e rso n a lly . S erv ice  m ay  be m ad e  
by le a v in g  a  copy o f th e  p ro cess  in  th e  office o f th e  a d m in is tra to r , b u t  
serv ice  is  n o t effec tive  u n le s s  (1) th e  p la in tiff , who m ay  be th e  
a d m in s tra to r  in  a  s u it ,  a c tio n , o r  p ro ceed in g  in s t i tu te d  by h im , 
fo r th w ith  sen d s  n o tice  o f  th e  se rv ice  a n d  a  copy o f th e  p rocess by 
re g is te re d  m a il to  th e  d e fe n d a n t o r  re sp o n d e n t a t  h is  la s t  k n o w n  
a d d ress  o r  ta k e s  o th e r  s te p s  w h ich  a re  re a so n a b ly  ca lcu la ted  to  g ive  
a c tu a l n o tice , a n d  (2) th e  p la in t if f ’s  a ff id a v it o f com pliance  w ith  th is  
su b sec tio n  is filed  in  th e  case  on o r befo re  th e  r e tu rn  day  o f th e  process, 
i f  an y , o r w ith in  su ch  f u r th e r  tim e  a s  th e  c o u rt allow s.

(i) W h en  p rocess is se rv e d  u n d e r  th is  sec tion , th e  co u rt, o r th e  
a d m in is tra to r  in  a  p ro ceed in g  befo re  h im , sh a ll  o rd e r th e  co n tin u a n c e  
w hich  is n e c e ssa ry  to  affo rd  th e  d e fe n d a n t o r re sp o n d en t re a so n a b le  
o p p o rtu n ity  to  defend . (§ 314  ch 198 SL A  1959; am  § 18 ch 105 SLA  
1961)

S e c . 45 .55 .270 . S h o r t  t i t le .  T h is  c h a p te r  m ay  be c ited  a s  th e  A la sk a  
S e c u ritie s  A ct o f 1959. (§ 315 ch 198 SLA  1959)

I

I

C h a p te r 57. T a k e o v e r B id  D is c lo su re A c t.
S e c t io n  S e c t io n

10. P ro v is io n s  o f  ta k e o v e r  b id s  7 0. C r im in a l  p e n a lt ie s
20. D isc lo su re  u0 . C iv il l ia b i l i t ie s
30. R e c o m m e n d a tio n s  to  a c c e p t o r  re je c t  90. C o n se n t to se rv ic e  o f  p rocess
4 0 . D e c e p tiv e  p ra c tic e s  100- R e g u la tio n s
50. I n v e s t ig a tio n s  a n d  s u b p o e n a s  110. D e fin itio n s
60. In ju n c tio n s  120. S h o r t  t i t le

S e c . 45 .57 .010 . P r o v i s io n s  o f  t a k e o v e r  b id s .  T h e  fo llow ing  
p ro v isions ap p ly  to  ev e ry  ta k e o v e r  bid:

(1) T h e  period  o f tim e  w ith in  w h ich  se c u r it ie s  m ay  be te n d e re d  by an  
offeree u n d e r  a  ta k e o v e r  b id  sh a ll  n o t be less th a n  21 d ay s  n o r m ore  
th a n  35 d ay s  from  th e  d a te  copies o f  th e  ta k e o v e r  b id  a re  f irs t  p u b lish ed  
o r s e n t or g iv en  to  offerees.

(2) S e c u ritie s  dep o sited  u n d e r  a  ta k e o v e r  b id  m ay  be w ith d ra w n  by 
a n  offeree o r h is  a tto rn e y - in -fa c t by  d e m a n d  in  w ritin g  on th e  offeror 
o r th e  deposito ry  a t  a n y  tim e  w ith in  21 d ay s from  th e  d a te  copies o f th e  
ta k e o v e r  b id  a re  f ir s t  p u b lish e d  o r s e n t  o r g iv en  to  offerees.
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PURPOSE OF THE REPORT

In accordance with a Legislative Budget and Audit Committee 
special request and Title 24 of the Alaska Statutes, an exam­
ination of the Department of Commerce and Economic Develop­
ment, Division of Measurement Standards (DMS), was conducted 
to determine if:

1. The Division has complied with applicable State statutes 
and regulations governing its fiscal and budgeting acti­
vities.

2. The allegations submitted to the Legislative Budget and 
Audit Committee re true. (S'.e Appendix A of this 
r eport). •

3. The performance of the Division is acceptable in terms 
of economy, efficiency, and effectiveness.

DMS was organized in July, 1982, with the transfer of the 
permit and weigh station functions of the Department of Pub­
lic Safety to the Department of Commerce and Economic Devel­
opment, Weights and Measures Section. We recognize the prob­
lems created by the transition from a section of 18 employees 
who were located in three areas of the State to a division 
of 58 employees stationed in eight different locations. 
Therefore, in general, we focused our evaluation of program 
performance on those program areas which were in existence 
within the Weights and Measures Section prior to July, 1982.

The policy and audit approach utilized by the Division of 
Legislative Audit for Performance Review can best be de­
scribed as "audit by exception".

This methodology focuses audit effort on areas of an au- 
di t e e’s operations that have been identified by a prelimi­
nary survey as having a high degree of probability for n e e d­
ing improvements.

Therefore, by design finite audit resources are used to iden­
tify where and how improvements can be made and little time 
is devoted to reviewing well run operations or programs. 
Consequently, this report highlights those areas needing 
improvement and does not emphasize those operations and p r o­
grams that are properly functioning.

S T A T E  O F  A L A S K A
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ORGANIZATION AND FUNCTION

The D i v i s i o n  of M e a s u r e m e n t  S t a n d a r d s  (DMS) w a s  e s t a b l i s h e d  in 
J u l y  1982 w i t h  the tra n s f e r  of the p e r m i t  and w e i g h  s t a t i o n  
f u n c t i o n s  f r o m  the D e p a r t m e n t  of P u b l i c  S a f e t y  to the D e p a r t m e n t  
o f  C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t ,  W e i g h t s  and Mea s u r e s  
S e c t i o n .  The D i v i s i o n  has four d i s t i n c t  s t a t u t o r y  r e q u i r e m e n t s :

1. P u b l i c  and c o n s u m e r  p r o t e c t i o n  t h r o u g h  m a i n t e n a n c e  of 
u n i f o r m  s t a n d a r d s  w h i c h  e n s u r e  the a c c u r a c y  of c o m m e r c i a l  
w e i g h i n g  and m e a s u r i n g  d e v i c e s  w i t h i n  the State (AS 45.75).

2. C o n s u m e r  p r o t e c t i o n  for bu y e r s  of m o b i l e  h o m e s  t h r o u g h  the 
e n f o r c e m e n t  of m o b i l e  home w a r r a n t i e s  (AS 45.30).

3. O p e r a t i o n  of w e i g h  s t ations to i d e n t i f y  and r e m o v e  o v e r w e i g h t  
c o m m e r c i a l  veh i c l e s  f r o m  the S t a t e  h i g h w a y  s y s t e m
(AS 4 4 . 3 3 . 0 2 0 ( 2 5 ) ) .

4. I s s u i n g  of special p e r m i t s  a u t h o r i z i n g  the o p e r a t i o n  of 
o v e r w e i g h t  and o v e r s i z e  v e h i c l e s ,  a n d  the c o l l e c t i o n  of fees 
f o r  these special permits (AS 4 4 . 3 3 . 0 2 0 ( 2 5 ) ) .

T h e  " W e i g h t s  and M e a s u r e s  Act", AS 45.75, req u i r e s  a s y s t e m  of 
w e i g h t s  and m e a s u r e s  that c o n f o r m s  to the s t a n d a r d s  c u s t o m a r i l y  in 
u s e  in the U n i t e d  States. The w e i g h t s  and m e a s u r e s  o b t a i n e d  by 
the S t a t e  are to be v e r i f i e d  by the N a t i o n a l  B u r e a u  of S t a n d a r d s  
(NBS) a n d  are to be p r o p e r l y  m a i n t a i n e d  to e n s u r e  their r e l i a b i l i t y  
a n d  t r a c e a b i l i t y  to NBS.

T o  a c c o m p l i s h  this mandate, DMS is the c u s t o d i a n  of the S t a t e ' s  
w e i g h t s  and m e a s u r e s  and c onducts the p e r i o d i c  v e r i f i c a t i o n  w i t h  
NBS. T h e  State's s t a n d a r d s  of w e i g h t s  a n d  m e a s u r e s  are u s e d  to 
v e r i f y  all of f i c e  standards. The o f f i c e  s t a n d a r d s  then a r e  u s e d  
to v e r i f y  all field stand a r d s  u s e d  by  DMS. In addition, these 
s t a n d a r d s  become the basis for v e r i f i c a t i o n  of all i n s t r u m e n t s  
a n d  d e v i c e s  us e d  for d e t e r m i n i n g  w e i g h t  or m e a s u r e  in c o m m e r c i a l  
t r a n s a c t i o n s  w i t h i n  the State.

DMS f u l f i l l s  its r e s p o n s i b i l i t i e s  t h r o u g h  p h y s i c a l  i n s p e c t i o n  of 
d e v i c e s ,  e x a m i n a t i o n  of packaging, and the i n v e s t i g a t i o n  of 
c o m p l a i n t s .  DMS m a y  issue " s t o p - u s e "  or "re m o v a l  o r d e r s "  of 
m e a s u r i n g  devices and c o m m o d i t i e s  o f f e r e d  for sale, w h e n  it is 
n e c e s s a r y  to e n f orce the Weights and M e a s u r e s  Act.

A l a s k a  S t a t u t e  4 5 . 3 0  m a n d a t e s  the r e s p o n s i b i l i t y  to r e s olve 
w a r r a n t y  defects of mob i l e  homes. M a n u f a c t u r e r s  selling m o b i l e  
homes in the State are r e quired to post a bond g u a r a n t e e i n g  the 
w a r r a n t y  of chat mo b i l e  home for one year. If the w a r r a n t y  is 
v i o l a t e d  and a c o m p l a i n t  is s u b m i t t e d  t h r o u g h  the Division, the 
Mo b i l e  Home Inspector has th_ a u t h o r i t y  to r e s olve the w a r r a n t y  
defect: t h r o u g h  n e g o t i a t i o n s  w i t h  the m a n u f a c t u r e r ,  local dealer, 
and home owner.
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If the p r o b l e m  c a n n o t  be resol v e d ,  the D i v i s i o n  may revoke the 
b o n d  a n d  use the p r o c e e d s  to r e p a i r  the w a r r a n t y  defect.

U n d e r  AS 4 4 . 3 3 . 0 2 0 ( 2 5 )  the D i v i s i o n  is r e s p o n s i b l e  for the o p e r a t i o n  ~ 
o f  12 w e i g h  s t ations l o c a t e d  on the S t a t e  h i g h w a y  system. The 
p r i m a r y  f u n c t i o n  of t hese w e i g h  s t a t i o n s  is to re m o v e  vehicle., 
f r o m  the h i g h w a y  s y s t e m  that are in v i o l a t i o n  of the axle and 
g r o s s  w e i g h t  l i m i t a t i o n s  a d o p t e d  b y  the D e p a r t m e n t  of T r a n s p o r t a t i o n  
u n d e r  AS 19.10.060.

I n  a d d i t i o n ,  DMS a d m i n i s t r a t e s  the o v e r s i z e  and o v e r w e i g h t  p e r m i t  
p r o g r a m  w i t h i n  AS 4 4 . 3 3 . 0 2 0 ( 2 5 ) .  C o m m e r c i a l  v e h i c l e s  that e x c e e d  the 
m a x i m u m  a l l o w a b l e  size, weight, a n d  load l i m i t a t i o n s  are able to 
l e g a l l y  travel o v e r  the h i g h w a y  s y s t e m  by o b t a i n i n g  special p e r m i t s  
w h i c h  are i s s u e d  for a fee. DMS a l s o  r e g u l a t e s  pilot cars u n der 
this s tatute.

J
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FINDINGS AND RECOMMENDATIONS

The D e p a r t m e n t  sho u l d  take i m m e d i a t e  a c t i o n  to improve the 
e m p l o y e e  m o r a l e  of the D i v i s i o n  of M e a s u r e m e n t  S t a n d a r d s  ( D M S ) .

As a r e s u l t  of i n t e r v i e w s  w i t h  15 e m p l o y e e s  w h i c h  is 28% of 
the c u r r e n t  s taff a n d  the r e v i e w  of w r i t t e n  c o m m u n i c a t i o n s  
(see A p p e n d i x  A), it is obvious that a s e r ious m o r a l e  p r o b l e m  
e x i s t s  w i t h i n  DMS. The c a use of the low e m p l o y e e  m o r a l e  does 
no t  a p p e a r  to be c e n t e r e d  a r o u n d  any s i n g l e  issue but is due 
to a b u i l d  up of p r o b l e m s  w i t h i n  the W e i g h t s  and M e a s u r e s  
S e c t i o n  over the p a s t  s e v eral years. A d d i t i o n a l  m o r a l e  
p r o b l e m s  o c c u r r e d  w i t h  the tra n s f e r  of the p e r m i t  and w e i g h  
s t a t i o n  functions to DMS.

D u r i n g  our r e v i e w  the D i r e c t o r  of DMS and the C o m m i s s i o n e r  of 
the D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  r e c o g n i z e d  
the s e v e r i t y  of the m o r a l e  p r o b l e m  and its p o t e n t i a l l y  n e g a t i v e  
e f f e c t  on p r o g r a m  p e r f o r m a n c e .  P r o c e d u r e s ,  i n c l u d i n g  e m p l o y e e  
i n t e r v i e w s  c o n d u c t e d  by the D e p a r t m e n t ' s  p e r s o n n e l  officer, ha v e  
b e e n  i n i t i a t e d  to d e t e r m i n e  the c a u s e s  of the low e m p l o y e e  
m o r a l e  a n d  to p r o v i d e  for p o s s i b l e  sol u t i o n s .

W e  e n c o u r a g e  the C o m m i s s i o n e r  to c o n t i n u e  these effo r t s  to 
e n s u r e  i m p r o v e d  e m p l o y e e  m o r a l e  a n d  to a void d e t e r i o r a t i o n  in 
p r o g r a m  o p e r a t i o n s .

R e c o m m e n d a t i o n  No. 2

DMS s h o u l d  avoid s i t u a t i o n s  that gi v e  the a p p e a r a n c e  of a c o n f l i c t  
or i n t e r e s t .

W e  n o t e d  several s i t u a t i o n s  d u r i n g  our r e v i e w  w h i c h  at a m i n i m u m  
give the a p p e a r a n c e  of a c o n f l i c t  of i n t e r e s t  to e m p l o y e e s  (see 
A p p e n d i x  A, Q u e s t i o n  Nos. 1 and 2) and o t h e r  p e r s o n s  o u t s i d e  the 
D i v i s i o n .  The s i t u a t i o n s  n o t e d  are as follows:

1. C o m p l a i n t s  m a y  be filed w i t h  DMS b y  c o n s u m e r s  a g a i n s t  m o b i l e  
home dealers a n d / o r  m a n u f a c t u r e r s  w h e n  a ,obile home has 
w a r r a r t y  defects. The DMS M o b i l e  Horae I n s p e c t o r  acts as a 
m e d i a t o r  b e t w e e n  the c o n s u m e r  and the m o b i l e  home d e a l e r  
a n d / o r  m a n u f a c t u r e r  to r e s o l v e  the com p l a i n t .

D u r i n g  the p e r i o d  from J u l y  1, 1981 to J a n u a r y  31, 1983, the 
M o b i l e  Heme I n s p e c t o r  r e ceived and m e d i a t e d  at least four 
c c c p  . . . l S  —n __ • > g w..e me b _  1 e ncme c e a l e r s h r p  owned by nis
father. We u n d e r s t a n d  the father has v o l u n t a r i l y  d i s s o l v e d  
his b u siness as part of an o u t - o f - c o u r t  s e t t l e m e n t  w i t h  the 
S t a t e ' s  C o nsumer P r o t e c t i o n  S e ction. However, other rela t i v  
o w n  mobile home d e a l e r s h i p s  in the State.

Recommendation No. 1
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2. D u r i n g  our r e v i e w  of c o n t r a c t  p r o c e d u r e s ,  we f o u n d  that 
t h r e e  c o n t racts w e r e  a w a r d e d  to a m o b i l e  ho m e  s e r v i c e  
a n d  r e p a i r  company. T h e  D M S  M o b i l e  H o m e  I n s p e c t o r  is a 
f o r m e r  e m p l o y e e  of this b u s i n e s s  and his b r o t h e r  c u r­
r e n t l y  is e m p l o y e d  there. The c o n t r a c t s  w e r e  for r e ­
m o d e l i n g  of the c u r r e n t  DMS of f i c e s ,  r e p a i r  of a d a m a g e d  
w e i g h  station, a n d  c o n s t r u c t i o n  o f  stairs at a n o t h e r  
w e i g h  station. T h e s e  c o n t r a c t s  t o t a l l e d . $3,689 and 
r e q u i r e d  two i n f o r m a l  c o m p e t i t i v e  b i d  pro p o s a l s ,  a n d  
a w a r d e d  the c o n tracts.

In o r d e r  to a v o i d  the a p p e a r a n c e  of a c o n f l i c t  of i n­
terest, DMS s h o u l d  p r o v i d e  w r i t t e n  p r o c e d u r e s  w h i c h  
w o u l d  r e q u i r e  an a d d i t i o n a l  r e v i e w  of the bids by the 
S e c t i o n  C h i e f  in t hese s i t u a t i o n s  p r i o r  to a w a r d i n g  the 
c o n t r a c t .  In addit i o n ,  DMS s h o u l d  e n s u r e  that the p e r­
son d e l e g a t e d  the r e s p o n s i b i l i t y  of a w a r d i n g  c o n t r a c t s  
is f a m i l i a r  w i t h  A S  37.05, S e c t i o n  4, U n i f o r m  P u r c h a s i n g  
a n d  the State's c o n t r a c t  p r o c e d u r e s  in C h a p t e r  8 of the 
P u r c h a s i n g  R e g u l a t i o n s .

3. A  p e r s o n  c o n v i c t e d  of p r i c e  f i x i n g  in a r e t a i l  g a s o l i n e  
b u s i n e s s  was h i r e d  by  the D i r e c t o r  in March, 1981, as a 
U e i g h t s  and M e a s u r e s  I n s p e c t o r  I. T h e  i n s p e c t o r ' s  d u­
ties i n c lude i n s p e c t i o n  and t e s t i n g  of  r e t a i l  g a s o l i n e  
pu m p s .

T h e  D i v i s i o n  o f  P e r s o n n e l  r e q u i r e s  a w r i t t e n  d e s c r i p t i o n  
of a m i s d e m e a n o r  or f e l o n y  c o n v i c t i o n  w i t h  the S t ate 
e m p l o y m e n t  a p p l i c a t i o n s .  T h e  d e s c r i p t i o n  is e v a l u a t e d  
to d e t e r m i n e  if the a p p l i c a n t  is s u i t a b l e  for the r e­
s p o n s i b i l i t i e s  of a p a r t i c u l a r  p o s i t i o n .  The e v a l u a t i o n  
m a y  i n c l u d e  d i s c u s s i o n s  w i t h  the p r o b a t i o n  officer, if 
any, a n d  the h i r i n g  aut h o r i t y .

I n  th i s  case the h i r i n g  a u t h o r i t y  w a s  the D i r e c t o r  of 
D M S  w h o  h a d  full k n o w l e d g e  o f  the e m p l o y e e ' s  past, h o w ­
ever, n o  w r i t t e n  d e s c r i p t i o n  of the c o n v i c t i o n  w a s  i n  
h i s  p e r s o n n e l  file.

T h e  e m p l o y e e  w a s  a s k e d  to r e s i g n  a n d  h i s  t e r m i n a t i o n  
w a s  e f f e c t i v e  A p r i l  17, 1981. H o w e v e r ,  as an a g e n c y  
e n t r u s t e d  w i t h  the r e s p o n s i b i l i t y  of r e g u l a t i n g  i n d u s­
tr y  f o r  the p u b l i c ' s  p r o t e c t i o n ,  D M S  s h o u l d  e x e r c i s e  a 
g r e a t e r  degree of care in its h i r i n g  p r a ctices.

R e c o m m e n d a t i o n  No. 3

D M S  s h o u l d  improve its b u d g e t i n g  and f i n a n c i a l  m a n a g e m e n t .

O u r  r e v i e w  of the last three fiscal y e a r  b u d g e t  r e q u e s t s  a n d
D M S  f i n a n c i a l  r e c o r d s  r e s u l t e d  in the f o l l o w i n g  r e c o m m e n d a­
tions (see also A p p e n d i x  A, Q u e s t i o n  Nos. 4 t h r o u g h  7).

arAT C OF ALASKA or LCOISLAtlVK AUDIT



A. D M S  sh o u l d  ensure p e r f o r m a n c e  i n d i c a t o r s  in their 
b u a g e t  re q u e s t s  a r e  a c c u r a t e .

T h e  S t a t e  b u d g e t  r e q u e s t  i n c l u d e s  a f o r m  f o r  each a g e n c y  to 
r e p o r t  its p e r f o r m a n c e  a c t i v i t i e s  of a p a s t  fi s c a l  y e a r  b a s e d  
on p r e d e t e r m i n e d  m e a s u r e m e n t s .  In a d d i t i o n ,  the a g e n c y  is 
to p r o j e c t  its p l a n n e d  p e r f o r m a n c e  a c t i v i t i e s  for the b u d g e t  
year. T h e s e  p e r f o r m a n c e  i n d i c a t o r s  are o n e  o f  the g u i d e l i n e s  
u s e d  to d e t e r m i n e  w h e t h e r  o r  n o t  the a m o u n t  of funds r e -  ; 
q u e s t e d  b y  the ag e n c y  is r e a s o n a b l e .

In a r e v i e w  of the F i s c a l  Y e a r  1983 a n d  1984 b u d g e t  r e q u e s t s ,  
w e  d e t e r m i n e d  that some of the i n f o r m a t i o n  r e p o r t e d  by  D M S  
for a c t u a l  p e r f o r m a n c e  a c t i v i t i e s  in F i s c a l  Y e a r s  1981 a n d  
1982 w a s  not accurate. T h e  e x c e p t i o n s  n o t e d  w e r e  as f o l l o w s :

P e r f o r m a n c e  N u m b e r  p e r
A c t i v i t y  • B u d g e t  R e q u e s t  L / A  F i n d i n g s ______________

F i s c a l  Y e a r  1981

C o m m o d i t y  items 
a u d i t e d 6 9 9 , 4 8 5  T h i s  n u m b e r  r e p r e s e n t s

the e s t i m a t e d  p o p u l a t i o n  
o f  c o m m o d i t y  items f r o m  
w h i c h  a sa m p l e  of i t e m s  
w a s  aud i t e d .  In c o m p a r­
ison, the n u m b e r  r e p o r t­
ed  for F i s c a l  Y e a r  1 9 8 2  
w a s  12,577, w h i c h  w a s  
the n u m b e r  of items a u­
di t e d  that y e a r  r a t h e r  
t h a n  the e s t i m a t e d  p o p ­
u l a t i o n  of c o m m o d i t i e s .

F i s c a l  Y e a r  1982

V a l u e  of p r e p a c k­
a g e d  g o o d s  f o u n d  
in v i o l a t i o n 6 4 8 , 9 0 0  T h i s  n u m b e r  r e p r e s e n t s

t h e  e s t i m a t e d  p o p u l a t i o n  
o f  c o m m o d i t y  items (see 
F i s c a l  Y e a r  1981 above) 
w h i c h  do e s  n o t  r e l a t e  to 
d o l l a r  value. In c o n­
trast, DMS r e p o r t e d  a n  
e s t i m a t e d  $ 6 6 , 5 0 0 , 0 0 0  
f o r  this p e r f o r m a n c e  
a c t i v i t y  for Fiscal Y e a r
1981. H o w e v e r ,  the 
m e t h o d s  u s e d  to d e r i v e  
this d o l l a r  amount a r e  
q u e s t i o n a b l e .
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P e r f o r m a n c e
A c t i v i t y

N u m b e r  per

B u d g e t  R e q u e s t  L / A  F i ndings

D e v i c e s  t e s t e d 16,500 T h e  a c t i v i t y  r e p orts 
s u b m i t t e d  to 
m a n a g e m e n t  s h o w e d  a 
total of 11,276
devices. See R e c­
om m e n d a t i o n  No. 7(C) 
c o n c e r n i n g  the a c­
curacy and c o m p l e t e­
ness of a c t i v i t y  
r e p o r t s .

M o b i l e  h o m e  i n q u i r­
ie s / c o m p l a i n t s  r e ­
ce i v e d 10 0 / 1 5 0  The n u m b e r  of i n­

quiries is u n k n o w n
as no log or r e c o r d  
is ke p t  b y  DMS. T h e  
n u m b e r  of c o m p l a i n t s  
b a s e d  on a r e v i e w  of 
DMS records w a s  a c­
tually 26 i n s t e a d  of 
150. See R e c o m m e n­
datio n  No. 5 r e l a t­
ing to the m o b i l e  
h o m e  program.

T h e  b u d g e t  i n s t r u c t i o n s  s t ate that the a g e n c y  should se l e c t  
o n l y  m e a s u r e s  of a c t i v i t i e s  for w h i c h  d a t a  is a l r e a d y  b e i n g  
c o l l e c t e d  or r e a s o n a b l y  can be c o l l e c t e d  in the b u d g e t  year. 
In a d d i t i o n ,  they s t a t e  that on c e  a u s e f u l  m e a s u r e  has b e e n  
i d e n t i f i e d  it is u s e f u l  to l o o k  at the same m e a s u r e  f r o m  
y e a r - t o - y e a r .  DMS p r e s e n t e d  17 p e r f o r m a n c e  act i v i t y  m e a s u r e s  
in the last three f i s c a l  y e a r  b u d g e t s  of w h i c h  only two h a v a  
b e e n  r e p o r t e d  all t h r e e  years.

D M S  s h o u l d  ensure i n f o r m a t i o n  that is used, in part, to d e­
t e r m i n e  t h e i r  level of f u n d i n g  is a c c u r a t e l y  and c o n s i s t e n t l y  
p r e s e n t e d  in the b u d g e t  r e q u e s t s .

B. D M S  s h o u l d  p r e p a r e  t h e i r  f i s c a l  y e a r  b u d g e t s  in a c c o r d­
anc e  w i t h  their a n t i c i p a t e d  s p e n d i n g  plans"

T h e  D M S  F i s c a l  Y e a r  19 8 2  b u d g e t  r e q u e s t e d  $96,900 for r e n t a l  
of S t a t e  v e h i c l e s  t h r o u g h  DOTPF. A c t u a l  costs during 1982 
t o t a l l e d  a p p r o x i m a t e l y  $ 6 2,000, 36% less than budgeted. DMS 
s t a f f  e x p l a i n e d  that this b u d g e t  li n e  i t e m  was i n t e n t i o n a l l y  
o v e r b u d g e t e d  and the e x c e s s  f u nds w e r e  u s e d  to cover e x p e n d i­
tures  in o t h e r  u n d e r b u d g e t e d  line i t e m s  w i t h i n  the c o n t r a c­
tual s e r v i c e s  c a t e g o r y  for w h i c h  f u n d i n g  was h a r d e r  to

S t a t e  b u d g e t  re q u e s t s  s h o u l d  r e f l e c t  a n t i c i p a t e d  s p e n d i n g  to 
p r o v i d e  the L e g i s l a t u r e  w i t h  an a c c u r a t e  e stimate of p r o g r a m  
n e e d s .

s e c u r e .

STATE OF ALASKA -S- DIVISION OF LEGISLATIVE AUDIT



C. D M S  sh o u l d  e n s u r e  S t a t e  funds are e x p e n d e d  only for 
a u t h o r i z e d  p u r c h a s e s  in a c c o r d a n c e  w i t h  the S tate 
A d m i n i s t r a t i v e  ManualT

D M S  p u r c h a s e d  s e a f o o d  in August, 1981, and September, 1932, 
t o t a l l i n g  $100 and $548 r e s p e c t i v e l y .  T h e  seafood w a s  p r e­
s e n t e d  to the m e m b e r s  of the W e s t e r n  W e i g h t s  and M e a s u r e s  
C o n f e r e n c e s .  The S t a t e  A d m i n i s t r a t i v e  Manual, S e c t i o n  6820, 
p r o h i b i t s  e x p e n d i t u r e  of S t a t e  funds f o r  n o n e s s e n t i a l  f o od- 
stuffs.

D . D M S  sh o u l d  en s u r e  a p p r o p r i a t i o n s  are ex p e n d e d  in a c c o r d­
an c e  w i t h  l a w .

D M S  r e c e i v e d  an a p p r o p r i a t i o n  t o t a l l i n g  $33,200 t h r o u g h  C h a p­
ter 50, S L A  1980 to " p u r c h a s e  s c ale t e s t i n g  equipment and to 
p r o v i d e  t r a n s p o r t a t i o n  to test scales for seaf o o d  p r o c e s s o r s  
in  the A l e u t i a n  I s l ands a n d  W e s t e r n  A l a s k a " .  T h r o u g h  a r e ­
v i e w  o f  the r e l a t e d  e x p e n d i t u r e s ,  w e  f o u n d  $8,148 was e x p e n d­
ed for t r a v e l  to a r eas o t h e r  than the A l e u t i a n  Islands or 
W e s t e r n  Alaska.

In a d d i t i o n ,  DMS r e c e i v e d  a n o t h e r  a p p r o p r i a t i o n  t o t a l l i n g  
$ 3 9 , 1 0 0  t h r o u g h  C h a p t e r  120, S L A  1980, to implement the M o ­
bi l e  H o m e  W a r r a n t y  P r o g r a m  e n a c t e d  b y  r h a p t e r  104, S L A  1980. 
W e  d e t e r m i n e d  that $2,875 of these funds w e r e  e x p e n d e d  on 
tr a v e l  u n r e l a t e d  to the M o b i l e  H o m e  W a r r a n t y  Program.

R e c o m m e n d a t i o n  No. 4

DM S  s h o u l d  improve its p e r s o n n e l  m a n a g e m e n t .

D u r i n g  o u r  r e v i e w  w e  n o t e d  p e r s o n n e l  m a t t e r s  which m a y  h a v e  
c o n t r i b u t e d  to the l o w  e m p l o y e e  m o r a l e  (see A p p e n d i x  A, Q u e s­
ti o n  Nos. 16 and 17). O u r  f i n d i n g s  a n d  r e c o m m e n d a t i o n s  a r e  
as follows:

A. D M S  s h o u l d  u p d a t e  job d e s c r i p t i o n s  and c l a s s i f i c a t i o n s  
as r e q u i r e d  by the S t a t e  P e r s o n n e l  R u l e s .

W e  d e t e r m i n e d  t h r o u g h  a r e v i e w  of job d e s c r i p t i o n s  a n d  e m­
pl o y e e  i n t e r v i e w s  th a t  m a t e r i a l  c h a n g e s  h a v e  occ u r r e d  in the 
du t i e s  a n d  r e s p o n s i b i l i t i e s  of two c l a s s i f i e d  p o s i t i o n s  s i n c e  
the f o r m a t i o n  of the Division.

A  W e i g h t s  and M e a s u r e s  I n s p e c t o r  IV p o s i t i o n  no longer has 
the s u p e r v i s o r y  a u t h o r i t y  ov e r  the i n s p e c t o r s .  The em- /
p l o y e e ' s  c u r rent r e s p o n s i b i l i t i e s  i n c l u d e  on l y  a d m i n i s t r a t i v e  
and b u d g e t i n g  duties. T h e  M o b i l e  H o m e  I n s p e c t o r ' s  duties 
n o w  i n c l u d e  s u p e r v i s i o n  of the w e i g h  s t a t i o n s  in a d d i t i o n  to 
m e d i a t i n g  m o b i l e  h o m e  w a r r a n t y  c o m p l a i n t s .
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T h e  S t a t e  P e r s o n n e l  Rules, 2 . 0 4 . 2 ,  r e q u i r e  e a c h  a p p o i n t i n g  
a u t h o r i t y  to r e p o r t  to the D i v i s i o n  of P e r s o n n e l ,  m a t e r i a l  
c h a n g e s  in the du t i e s  a n d  r e s p o n s i b i l i t i e s  of e x i s t i n g  p o s i­
tions. M e m o r a n d u m s  in the e m p l o y e e s '  p e r s o n n e l  f i les i n d i­
cate that these c h a n g e s  in d u t i e s  a n d  r e s p o n s i b i l i t i e s  are 
t e m porary, however, b a s e d  on  o u r  r e v i e w  a n d  d i s c u s s i o n s  w i t h  
emp l o y e e s ,  the c h a nges a p p e a r  to b e  m o r e  p e r m a n e n t  in n a t u r e .  
W e  r e c o g n i z e  the d i f f i c u l t i e s  e n c o u n t e r e d  b y  m a n a g e m e n t  in 
the t r a n s i t i o n  of b e c o m i n g  a f u l l  d i v i s i o n .  “Ho w e v e r ,  the 
job d e s c r i p t i o n s  a n d  du t i e s  s h o u l d  n o w  be  c h a n g e d  to r e f l e c t  
the a c t u a l  duties and r e s p o n s i b i l i t i e s  of t h ese p o s i t i o n s  to 
d e c r e a s e  the c o n f u s i o n  a n d  m i s u n d e r s t a n d i n g s  w i t h i n  the 
D i v i s i o n .

B . D M S  should u t i l i z e  p r o m o t i o n a l  e l i g i b i l i t y  lists to the 
e x t e n t  p o s s i b l e -! '

In July, 1982, DMS a s s u m e d  the r e s p o n s i b i l i t y  of  the w e i g h  
s t a t i o n s  fr o m  the D e p a r t m e n t  of P u b l i c  Safety. T w e n t y - e i g h t  
c o m m e r c i a l  v e h i c l e  i n s p e c t o r s  w e r e  t r a n s f e r r e d  f r o m  the D e ­
p a r t m e n t  of Pu b l i c  S a f e t y  to DMS, h o w e v e r ,  DMS did n o t  r e ­
ceive  a t ransfer of any s u p e r v i s o r y  p e r s o n n e l .  In o r d e r  to 
p r o v i d e  suf f i c i e n t  s u p e r v i s i o n  of the w e i g h  s t a t i o n s ,  D M S  
u p g r a d e d  three of the c o m m e r c i a l  v e h i c l e  i n s p e c t o r  p o s i t i o n s  
f r o m  a r a nge 12 to a r a n g e  15. T h e  i n c u m b e n t s  in two of the 
u p g r a d e d  p o s i t i o n s  b e c a m e  s u p e r v i s o r s  w h i l e  the o t h e r  i n s p e c­
tors w e r e  not a f f o r d e d  the o p p o r t u n i t y  to i n t e r v i e w  for the 
p o s i t i o n s .

T he S t a t e  P e r s o n n e l  Rules, 3 . 0 1 . 3 ,  s t a t e  w h e r e  a d e q u a t e  c o m­
p e t i t i o n  exists a m o n g  p e r m a n e n t  e m p l o y e e s  q u a l i f i e d  for 
p r o m o t i o n  an e x a m i n a t i o n  m a y  b e  a n n o u n c e d  on a p r o m o t i o n a l  
basis.

DMS s h o u l d  u t i lize the p r o m o t i o n a l  e l i g i b i l i t y  list in f u t u r e  
s i t u a t i o n s  w h ere s u f f i c i e n t  c o m p e t i t i o n  w a r r a n t s  to e n s u r e  
the s e l e c t i o n  of the m o s t  q u a l i f i e d  p e r s o n  for the p o s i t i o n  
a n d  to af f o r d  e q u i t y  in t h e i r  h i r i n g  p r a c t i c e s .

R e c o m m e n d a t i o n  Ho. 5

T h e  D e p a r t m e n t  s h o u l d  s e e k  l e g i s l a t i o n  to t r a n s f e r  the M o b i l e  
H o m e  w a r r a n t y  P r o g r a m  to the 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  of 
the D e p a r t m e n t  of Lawl ~  "

W e  r e v i e w e d  the f u n c t i o n  of the M o b i l e  H o m e  W a r r a n t y  P r o g r a m  
a n d  the ac t i v i t y  f r o m  July, 1981, t h r o u g h  M a r c h ,  1983. B a s e d  
on  o u r  r e v i e w  w e  n o t e d  the f o l l o w i n g :

1. T h e  M o b i l e  Ho m e  I n s p e c t o r  acts as a m e d i a t o r  b e t w e e n  
the con s u m e r  a n d  the d e a l e r  a n d / o r  m a n u f a c t u r e r  in o r d e r  
to r e s olve compla i n t s .

2. D u r i n g  Fiscal Y e a r  1982, DMS r e c e i v e d  26 m o b i l e  h o m e  
w a r r a n t y  compla i n t s .
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3. As of March, 1983, DMS h a d  r e c e i v e d  n i n e  com p l a i n t s  in 
F i s c a l  Y e a r  1983.

A. T h 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  r e c e i v e s  and i n v e s t i­
gates m o b i l e  h o m e  c o m p l a i n t s  f r o m  consumers. A c c o r d i n g  
to a m e m o r a n d u m  d a t e d  M a r c h  17, 1983, fr o m  an assis t a n t  
a t t o r n e y  general, the 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  had 
f i v e  c o m p l a i n t s  c u r r e n t l y  u n d e r  i n v e s t i g a t i o n .

S i n c e  the 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  is the a g e n c y  w h i c h  
the p u b l i c  looks to for r e s o l u t i o n  of c o n s u m e r  pro b l e m s  and 
the M o b i l e  H o m e  W a r r a n t y  P r o g r a m  deals w i t h  c o n s u m e r  p r o t e c­
ti o n  w a r r a n t y  laws, it appears that the p r o g r a m  c ould be 
m o r e  e f f i c i e n t l y  and e f f e c t i v e l y  a d m i n i s t e r e d  by the C o n s u m e r  
P r o t e c t i o n  Section.

•
W e  u n d e r s t a n d  the D e p a r t m e n t  has s i g n e d  a r e i m b u r s a b l e  s e r­
v i c e s  a g r e e m e n t  w i t h  the D e p a r t m e n t  of L a w  to t r ansfer the 
P r o g r a m .  The D e p a r t m e n t  of L a w  p l a n s  to draft and initiate 
the n e c e s s a r y  l e g i s l a t i v e  change.

R e c o m m e n d a t i o n  No. 6

The D e p a r t m e n t  s h o u l d  seek r e m o v a l  of DMS staff as delegates 
to the N a t i o n a l  C o n f e r e n c e  of States on Building: Codes and 
S t a n d a r d s .

T h e  D i r e c t o r  a n d  the M o b i l e  Ho m e  I n s p e c t o r  are delegates to 
the N a t i o n a l  C o n f e r e n c e  of States on B u i l d i n g  C o des and 
S t a n d a r d s ,  I n c o r p o r a t e d  ( N C S B C S ) . T h e  a s s e s s m e n t  fee of the 
N C S B C S  is $2,000 w h i c h  DMS r e m i t s  annua l l y .  D u r i n g  the p e r i­
od  f r o m  May, 1981, t h r o u g h  Ja n u a r y ,  1983, the D i r e c t o r  a t­
te n d e d  fi v e  m e e t i n g s  r e l a t e d  to N C S B C S  w h i c h  w e r e  h e l d  in 
Se a t t l e ,  WA; D e n ver, CO; Boston, MA; A t lanta, GA; a n d  N e w  
O r l e a n s ,  LA. T h e  M o b i l e  H o n e  I n s p e c t o r  al s o  a t t e n d e d  the 
m e e t i n g s  at S e a t t l e  a n d  N e w  Orleans. A c c o r d i n g  to c o r r e­
sp o n d e n c e  f r o m  NCSBCS, d e l e g a t e s  m u s t  b e  a c t i v e  in and h a v e  
r e s p o n s i b i l i t i e s  f o r  b u i l d i n g  r e g u l a t i o n s .

D M S  d u t i e s  and r e s p o n s i b i l i t i e s  r e l a t i n g  to b u i l d i n g  codes 
a n d  s t a n d a r d s  w e r e  g r e a t l y  d i m i n i s h e d  w i t h  the r e p e a l  of the 
S t a t e  m o b i l e  h o m e  s t a n d a r d s  in S e p t e m b e r ,  1980, a n d  the e n­
a c t m e n t  o f  the M o b i l e  H o m e  W a r r a n t y  Pr o g r a m .  F u r t h e r m o r e ,  
c u r r e n t  a c t i v i t y  in the M o b i l e  H o m e  W a r r a n t y  P r o g r a m  does 
n o t  w a r r a n t  i n v o l v e m e n t  of DMS in NCSBCS.

R e c o m m e n d a t i o n  No. 7

DMS s h o u l d  improve its p r o c e d u r e s  to e n s u r e  c o m p l i a n c e  w i t h  
s t a t u t o r y  r e q u i r e m e n t s .

W e  n o t e d  two areas of s t a t u t o r y  c o m p l i a n c e  in w h i c h  DMS 
s h o u l d  i m p r o v e  their p r o c e d u r e s .  O u r  r e c o m m e n d a t i o n s  are hs 
follows:
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^ m a rn m m a ssu a a m m m

A. DMS s h o u l d  p r o vide s u f f i c i e n t  d o c u m e n t a t i o n  that office 
a n d  f i e l d  s t a n d a r d s  (orriciai test de v i c e s )  arc ver;. fil’d 
in a c c o r d a n c e  w i t h  l a w . ■

W e  c o u l d  n o t  find s u f f i c i e n t  d o c u m e n t a t i o n  to d e t e r m i n e  if
D M S  is in c o m p l i a n c e  w i t h  AS 4 5 . 7 5 . 0 6 0  w h i c h  r e q u i r e s  v e r i f i c a t i o n
o f  o f f i c e  and field stand a r d s  on a n  a n n u a l  basis.

I n  a d d i t i o n ,  we d e t e r m i n e d  that it is a DMS p o l i c y  not to 
v e r i f y  f i e l d  s t a n d a r d s  in remote l o c a t i o n s  on a n  an n u a l  basis due 
to the h i g h  t r a n s p o r t a t i o n  costs a n d  i n f r e q u e n t  use of the 
s t a n d a r d s .

In o r d e r  to p r o v i d e  s u f f i c i e n t  d o c u m e n t a t i o n ,  DMS sho u l d  d e v e l o p  
a c o m p l e t e  i n v e n t o r y  of all o f f i c e  and f i e l d  s t a n d a r d s  w i t h  
i d e n t i f y i n g  numb e r s  (where p o s s i b l e ) ; the l o c a t i o n  of the 
s t a n d a r d ;  and the last date of v e r i f i c a t i o n .  DMS sho u l d  o b t a i n  
a c u r r e n t  S t ate p r o p e r t y  list and u t i l i z e  t h e i r  w o r d  p r o c e s s i n g  
e q u i p m e n t  to aid in the d e v e l o p m e n t  of the i n v e n t o r y .  In a d d i t i o n ,  
the test lab's r e c o r d i n g  sheets s h o u l d  i n c l u d e  s u f f i c i e n t  
i d e n t i f y i n g  i n f o r m a t i o n  to d e t e r m i n e  e x a c t l y  w h i c h  s t a n d a r d  was 
t e s t e d .

B . DMS s h o u l d  d e v elop p r o c e d u r e s  to e n s u r e  that w e i g h t  and 
m e a s u r e  devices are inspected and t e s t e d  s e m i a n n u a i l v ~ T n  
a c c o r d a n c e  wi t h  l a w .

DMS does not have s u f f i c i e n t  d o c u m e n t a t i o n  to d e t e r m i n e  that 
th e y  are in c o m p l i a n c e  w i c h  AS 4 5 . 7 5 . 0 8 0  w h i c h  r e q u i r e s  all 
w e i g h t s  a n d  m e a s u r e s  in c o m m e r c i a l  use to be i n s p e c t e d  and 
t e s t e d  at least s e m i a n n u a l l y  or m o r e  o f t e n  as the D i r e c t o r  
c o n s i d e r s  n e c e ssary. We were able to r e v i e w  i n s p e c t i o n  dates 
f o r  110 b u s i n e s s e s  located in S o u t h e a s t e r n  Alaska. Of those 
1 1 0  b u s i n e s s e s ,  43 r e c e i v e d  an n u a l  i n s p e c t i o n s ,  23 r e c e i v e d  
s e m i a n n u a l  inspections, and the r e m a i n i n g  4 4  d i d  not have 
s u f f i c i e n t  i n f o r m a t i o n  to d e t e r m i n e  the f r e q u e n c y  of i n s p e c t i o n s .

A l a s k a  S t a t u t e  4 5 . 7 5 . 0 5 0  states the D i r e c t o r  m a y  p r o m u l g a t e  
r e g u l a t i o n s  w h i c h  e x e m p t  classes o f  d e v i c e s  f r o m  the s e m i a n n u a l  
i n s p e c t i o n  and testing r e q u i r e d  b y  AS 4 5 . 7 5 . 0 8 0 .  T h e s e  r e g u­
latio n s  s h o u l d  include s c h e d u l e s  f i x i n g  the f r e q u e n c y  r e q u i r e d  
f o r  r e t e s t s  of the e x e m p t e d  class of  d e v i c e s .

D M S s t a f f  indic a t e d  that the h i g h  c o s t  of t r a n s p o r t a t i o n  h i n d e r s  
t heir a b i l i t y  to c o m p l y  w i t h  the r e q u i r e d  s e m i a n n u a l  i n s p e c t i o n s .
W e  r e c o g n i _ e  this problem. H o w e v e r ,  DMS s h o u l d  c o m p i l e  a n  i n v e n t o r y  
o f  d e v ices inclu d i n g  l o c a t i o n  and the last date of t e sting. T h i s  
w i l l  p r o v i d e  m a n a g e m e n t  w i t h  data to d e t e r m i n e  the e x t e n t  of 
c o m p l i a n c e  p o ssible w i t h i n  b u d g e t a r y  c o n s t r a i n t s .  We r e c o m m e n d  
the use of DMS w o r d  p r o c e s s i n g  e q u i p m e n t ,  w h e r e  p r a c t i c a b l e ,  to 
f a c i l i t a t e  the c o m p i l a t i o n  and m a i n t e n a n c e  of the i n v e n t o r y  list.
I n  addition, DMS s h o u l d  p r o m u l g a t e  r e g u l a t i o n s  to r e f l e c t  any 
e x e m p t i o n s  of classes of devices f r o m  the r e q u i r e m e n t s  of
AS 45.75.080
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C. DMS should d e v elop a u n i f o r m  m e t h o d  for c o m p i l a t i o n  of 
w e i g h t s  and m e a s u r e s  v e r i f i c a t i o n  a c t i v i t y  data.

A n  ins p e c t o r ,  in o rder to v e r i f y  a w e i g h t  or m e a s u r e  device, 
p e r f o r m s  an i n s p e c t i o n  w h i c h  is an e v a l u a t i o n  of the p h ysical 
c h a r a c t e r i s t i c s  of the device, and a test w h i c h  is the ac t u a l  
h e s t  for a c c u r a c y  t h r r u g h  the use of  standards, e.g. test 
w e i g h t s .  We n o t e d  i n c o n s i s t e n c i e s  in the m e t h o d s  u s e d  b y  
i n s p e c t o r s  to c ount the n u m b e r  of d evices, and i n spections 
a n d  tests of those devices.

W h e n  the C h ief of the W e i g h t s  and M e a s u r e s  S e c t i o n  was asked 
to e x p l a i n  the c o r r e c t  m e t h o d  of a c c o u n t i n g  for these activi t i e s ,  
t h e  m e t h o d  d e s c r i b e d  did not a g r e e  w i t h  the i n s t r u c t i o n s  he 
g a v e  the s t a f f  in a m e m o r a n d u m  d a t e d  A u g u s t  17, 1982. The C h i e f  
s t a t e d  that the m e m o r a n d u m  was i n c o r r e c t .  We also noted that 
t he m e t h o d  d e s c r i b e d  in the m e m o r a n d u m  w o u l d  inflate the ac t u a l  
n u m b e r  of devices v e r i f i e d  by  the i n s p e c t o r s .

In  a d d i t i o n  to the i n c o n s i s t e n c i e s  in a c c o u n t i n g  for activities, 
w e  n o t e d  that m o n t h l y  a c t i v i t y  i n f o r m a t i o n  is not o r g a n i z e d  in 
a m a n n e r  to f a c i l i t a t e  m a n a g e r i a l  u s e  of da t a  for p l a n n i n g  and 
b u d g e t i n g  purposes. The Fiscal Y e a r  1982 a c t i v i t y  data was 
e n t e r e d  into the DMS w o r d  p r o c e s s i n g  system. According to DMS 
staff, this data was u s e d  to c a l c u l a t e  the total number of 
d e v i c e s  te s t e d  in Fiscal Y e a r  1982 r e p o r t e d  in the Fiscal Y e a r
1 9 8 4  b u d g e t  request. H owever, we c o u l d  not r e c o n c i l e  the
r e c o r d e d  a m o u n t  of d e v i c e s  t o t a l l i n g  11,276 to the r e p o r t e d
n u m b e r  of 1 6 , 5 0 0  (see R e c o m m e n d a t i o n  No. 3A) . The Fiscal Ye a r
1983 a c t i v i t y  da t a  has not be e n  e n t e r e d  into the w o r d  p r o c e s s i n g  
s y s t e m .

DMS s h o u l d  develop p r o c e d u r e s  to e n s u r e  a c t i v i t y  data is a c c o u n t e d  
for in  a c o n s i s t e n t  m a n n e r  and that d a t a  is c o m p l e t e  and o r g a n i z e d  
i n  a m a n n e r  w h i c h  f a c i l i t a t e s  use b y  m a n a g e m e n t .
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A P P E N D I X  A

D I S P O S I T I O N  O F  A L L E G A T I O N S  
ON DUS M A N A G E M E N T

P r e s e n t e d  b e l o w  are the a l l e g a t i o n s  c o n c e r n i n g  the m a n a g e m e n t  
o f  DMS a l o n g  w i t h  o u r  f i n d ings. W e  h a v e  n o t  i n c l u d e d  q u e s­
tions for w h i c h  t h e r e  w a s  no  d o c u m e n t a t i o n  to p r o v e  or dis- - 
p r o v e  the a l legation. ^

C O N F L I C T  O F  INT E R E S T

Q u e s t i o n  No. 1

H a s  D M S  h i r e d  a m o b i l e  h o m e  i n s p e c t o r  w h o  is r e l a t e d  to p r o­
p r i e t o r s  of m o b i l e  h o m e  d e a l e r s h i p s  in A n c h o r a g e ?

F i n d i n g

W e  d e t e r m i n e d  the M o b i l e  H o m e  I n s p e c t o r  is r e l a t e d  to o w n e r s  
of m o b i l e  ho m e  d e a l e r s h i p s  in A n c h o r a g e  (see Reco.jmendation 
No. 2(1).

Q u e s t i o n  No. 2

D i d  the Di ctor h i r e  a p e r s o n  as a W e i g h t s  and M e a s u r e s  
I n s p e c t o r  ^ who h a d  b e e n  c o n v i c t e d  f o r  p r i c e  f i x i n g  of g a s o­
line p r i c e s  in A n c h o r a g e ?

F i n d i n g

A  p e r s o n  c o n v i c t e d  of a m i s d e m e a n o r  w a s  h i r e d  b y  the W e i g h t s  
a nd M e a s u r e s  S e c t i o n  in M a r c h ,  1981 (see R e c o m m e n d a t i o n  
No. 2(3).

Q u e s t i o n  No. 3

W a s  the 1978 d i r e c t i v e  f r o m  DMS, to all f i s h  p r o c e s s o r s  and 
b u y e r s ,  d i s a l l o w i n g  the u s e  of h y d r a u l i c  t y p e  scales in the 
b e s t  i n t e r e s t s  of the State?

F i n d i n g

In May, 1978, a l e g i s l a t i v e  b i l l  (House B i l l  No. 964) w a s  
i n t r o d u c e d  w h i c h  w o u l d  h a v e  r e q u i r e d  f i s h  p r o c e s s o r s  to use 
e l e c t r o n i c  h a n g i n g  sca l e s  to d e t e r m i n e  the w e i g h t  of f i s h  
sold. Ho w e v e r ,  a d i r e c t i v e  was i s s u e d  b y  the W e i g h t s  a n d  
M e a s u r e s  S e c t i o n  (now DMS) b e f o r e  a n y  a c t i o n  was taken on 
the l e g i s lation. T h e  d i r e c t i v e  s t a t e d  it h a d  b e e n  d e t e r m i n e d  
that the h y d r a u l i c  ty p e  scales w o u l d  n o t  h o l d  the t o l e r a n c e s  
set b y  T i t l e  3, C h a p t e r  32 of the A l a s k a  A d m i n i s t r a t i v e  Code. 
A c c o r d i n g  to the d i r e c t i v e ,  h y d r a u l i c  type scales w e r e  n o t  
to be u t i l i z e d  a f ter J a n u a r y ,  1980.
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W e  d i s c u s s e d  Che i s s u e  w i t h  the A l a s k a  m a n a g e r  of the P a c i f i c  
S e a f o o d  P r o c e s s o r s  A s s o c i a t i o n .  He s t a t e d  there h a d  b e e n  a 
p r o b l e m  w i t h  the a c c u r a c y  of h y d r a u l i c  type scales. The 
p r o c e s s i n g  c o m p a n i e s  in the o r g a n i z a t i o n  w e r e  n o t  h a p p y  a b o u t  
the i d e a  of h a v i n g  to e x p e n d  m o n i e s  to r e p l a c e  t h e i r  h y d r a u­
lic scales. H o wever, he b e l i e v e s  it w a s  i n  the be s t  i n t e r­
ests of the industry. In addition, w e  sent q u e s t i o n n a i r e s  
to 78 s e a f o o d  p r o c e s s o r s  o p e r a t i n g  in Alaska.... O f  the 29 
q u e s t i o n n a i r e s  r e t u r n e d ,  9 did n o t  b e l i e v e  the r e p l a c e m e n t  
o f  h y d r a u l i c  type scales was n e c e s s a r y ;  4 b e l i e v e d  it was 
n e c e s s a r y ;  and 16 h a d  n o  opinion.

F I N A N C I A L  M A N A G E M E N T

Q u e s t i o n  No. 4

H a s  D M S  r e p o r t e d  a c c u r a t e  i n f o r m a t i o n  for p e r f o r m a n c e  i n d i c a­
tors in their b u d g e t  r e q u e s t s ?

F i n d i n g

I n  a r e v i e w  of the F i s c a l  Y e a r  1983 a n d  1984 b u d g e t  r e q u e s t s ,  
w e  d e t e r m i n e d  that some of the i n f o r m a t i o n  r e p o r t e d  b y  DMS 
f o r  a c t u a l  p e r f o r m a n c e  a c t i v i t i e s  in F i s c a l  Y e ars 1981 and 
1982 w a s  not a c c u r a t e  (see R e c o m m e n d a t i o n  Mo. 3A) .

Q u e s t i o n  No. 5

H a s  D M S  inf l a t e d  the a m o u n t  b u d g e t e d  for S tate v e h i c l e  ex p e n s e ?  

F i n d i n e

D M S  b u d g e t e d  and r e c e i v e d  funds in ex c e s s  of 36% of a c t u a l  
S t a t e  v e h i c l e  costs (see R e c o m m e n d a t i o n  No. 3 B ) .

Q u e s t i o n  No. 6

W e r e  S t a t e  funds u s e d  to p u r c h . s e  s e a f o o d  for m e m b e r s  of the 
W e s t e r n  W e i g h t s  and M e a s u r e s  C o n f e r e n c e ?

F i n d i n g

D M S  p u r c h a s e d  s e a f o o d  in August, 1981, a n d  Sep t e m b e r ,  1982, 
t o t a l l i n g  $100 and $548, r e s p e c t i v e l y  (see R e c o m m e n d a t i o n  
No. 3C).

Q u e s t i o n  Ho. 7

D i d  D M S  e x p e n d  a 1979 a p p r o p r i a t i o n  for f i e l d  test w e i g h t s  
a n d  a 1978 a p p r o p r i a t i o n  for c o m m e r c i a l  f i s h i n g  s c ale i n s p e c­
tions  on  the A l a s k a  P e n i n s u l a  e n d  the A l e u t i a n  C h a i n  in a c­
c o r d a n c e  w i t h  l e g i s l a t i v e  intent?

■3
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Finding;

W e  d e t e r m i n e d  that DMS r e c e i v e d  an a p p r o p r i a t i o n  t o t a l l i n g  
$ 3 3 , 2 0 0  in C h a p t e r  50, S L A  1980, to " p u r c h a s e  s c a l e  test i n g  
e q u i p m e n t  a n d  to p r o v i d e  t r a n s p o r t a t i o n  to test scales for 
s e a f o o d  p r o c e s s o r s  in the A l e u t i a n  I s l a n d s  and W e s t e r n  
A l a s k a " .  T h r o u g h  a r e v i e w  of the r e l a t e d  e x p e n d i t u r e s  w e  
f o u n d  that $8 , 1 4 8  was e x p e n d e d  for t r a v e l  to a r e a s  o t h e r  
t h a n  the A l e u t i a n  I s l a n d s  o r  W e s t e r n  A l a s k a  (see Recommenda-r 
t i o n  No. 3D).

Q u e s t i o n  No. 8

D i d  D M S  e x p e n d  $ 1 0 , 0 0 0  to p u r c h a s e  f o o d  for the 1980 W e s t e r n  
W e i g h t s  and M e a s u r e s  C o n f e r e n c e  h e l d  in J u n e a u ?

F i n d i n g

DMS b u d g e t e d  and r e c e i v e d  $4,000 in F i s c a l  Y e a r  1981 for the 
S t a t e ' s  c o n t r i b u t i o n  to the costs of the 1980 W e s t e r n  W e i g h t s  
a n d  M e a s u r e s  C o n f e r e n c e  h e l d  in J u n eau. In A u g u s t ,  1980,
DMS i s s u e d  a w a r r a n t  f o r  the $4,000 to the W e s t e r n  W e i g h t s  
an d  M e a s u r e s  C o n f e r e n c e .  A d d i t i o n a l  costs of the C o n f e r e n c e ,  
a c c o r d i n g  to DMS staff, w e r e  p a i d  f o r  b y  sources of f u n d i n g  
o t h e r  t h a n  the State.

Q u e s t i o n  No. 9

D i d  D M S  rent f a c i l i t i e s  in S e a t t l e  f o r  f i s hing s c a l e  i n s p e c­
tions in F i s c a l  Y e a r s  1982 and 1983?

F i n d i n g

DMS b u d g e t e d  $900 for F i s c a l  Y e a r  1 9 8 2  and $1 , 0 0 0  f o r  F i s c a l
Y e a r  1983 to re n t  f a c i l i t i e s  in S e a t t l e  to c o n d u c t  f i s h i n g
s c a l e  i n s p e c t i o n s  a n d  c o n d u c t  a seminar. Ho w e v e r ,  D M S  did
n o t  r e n t  any such f a c i l i t i e s  in e i t h e r  fi s c a l  year. A c c o r d­
ing to DMS staff, th e y  c o u l d  n o t  f i n d  r e n t a l  s p a c e  in S e a t t l e  
for e i t h e r  b u d g e t e d  amounts, h o w e v e r ,  space was p r o v i d e d  
f r e e  of c h a r g e  to the S t a t e  by a s c a l e  c o m p a n y  a n d  s e a f o o d  
p r o c e s s o r .  DMS is n o t  r e q u e s t i n g  f u n d s  in their F i s c a l  Y e a r  
1984 b u d g e t  for r e n t a l  f a c i l i t i e s  in Seattle.

Q u e s t i o n  No. 10

H a v e  p e r s o n a l  l o n g - d i s t a n c e  t e l e p h o n e  calls b e e n  c h a r g e d  to 
the State?

F i n d i n g

W e  r e v i e w e d  a s a m p l e  of t e l e p h o n e  c h a r g e s  o c c u r r i n g  b e t w e e n  
J u l y  1, 1982, and J a n u a r y  31, 1983. It w a s  d e t e r m i n e d  that 
i n t e r n a l  c o n t r o l  o v e r  l o n g - d i s t a n c e  t e l e p h o n e  c a l l s  w a s  n o n­
e x i s t e n t  p r i o r  to J a n u a r y ,  1983.
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E f f e c t i v e  A u g u s t ,  1979, the D e p a r t m e n t  policy a n d  p r o c e d u r e s  
m a n u a l  r e q u i r e s  a r e c o r d  b e  k e p t  o f  all l o n g - d i s t a n c e  t e l e­
p h o n e  calls i n d i c a t i n g  date, n u m b e r ,  p e r s o n  c o n t a c t e d ,  and 
p u r p o s e  of the call. T h e  r e c o r d e d  t e l e p h o n e  c a l l s  are to be  
r e c o n c i l e d  to the m o n t h l y  b i l l i n g .  T h i s  p r o c e d u r e  w a s  i m­
p l e m e n t e d  by D M S  in J a n u a r y ,  1983.

Q u e s t i o n  No. 11 _

W a s  DMS a p p r o p r i a t e d  $ 4 0 , 0 0 0  to p u r c h a s e  e l e c t r i c  m e t e r  test 
e q u i p m e n t  w h i c h  a c t u a l l y  cost $ 5 , 0 0 0 ?

F i n d i n g

DMS r e c e i v e d  a c a p i t a l  a p p r o p r i a t i o n  total l i n g  $ 4 9 , 5 0 0  
t h r ough C h a p t e r  25, S L A  1982, w h i c h  w a s  e f f e c t i v e  A u g u s t  1,
1982. T h r o u g h  a r e v i e w  of the c a p i t a l  budget r e q u e s t  s u b­
m i t t e d  by  DMS a n d  d i s c u s s i o n s  w i t h  the staff, w e  d e t e r m i n e d  
that a p p r o x i m a t e l y  $ 3 6 , 0 0 0  of the $ 4 9 , 5 0 0  was f o r  the p u r­
chase  of n e w  e l e c t r i c  m e t e r  test e q u i p m e n t  and the r e m a i n i n g  
f unds w e r e  to b e  u s e d  for the p u r c h a s e  of a m a s s  c o m p a r a t o r  
w i t h  a 500 p o u n d  c a p a c i t y .

As o f  D e c e m b e r  31, 1982, DMS h a d  e x p e n d e d  $14,962 of  the 
a p p r o p r i a t i o n .  I n s t e a d  of p u r c h a s i n g  n e w  e l e c t r i c  m e t e r  
test equipment, D M S  p u r c h a s e d  u s e d  e q u i p m e n t  c o s t i n g  $5,000. 
D MS s t aff s t a t e d  t h e y  k n e w  a b o u t  the u s e d  e q u i p m e n t  w h e n  
they r e q u e s t e d  the $ 3 6 , 0 0 0  b u t  w e r e  n o t  sure it w o u l d  s t ill 
b e  a v a i l a b l e  w h e n  DMS r e c e i v e d  the a p p r o p r i a t i o n .  T h e r e f o r e ,  
D MS b u d g e t e d  a n d  r e q u e s t e d  the $ 3 6 , 0 0 0  rather t h a n  the 
$5,000. In a d d i t i o n ,  D M S  has p u r c h a s e d  field w e i g h t  s t a n d­
ards c o s t i n g  $ 9 , 6 9 2  to b e  s t o r e d  m a i n l y  in the A l e u t i a n  
I s l a n d s  and B r i s t o l  Bay areas to f a c i l i t a t e  the t e s t i n g  of 
f i s h i n g  scales in t h o s e  areas. A l s o ,  DMS has e n c u m b e r e d  
$ 9 , 5 3 5  for the p u r c h a s e  of a m a s s  c o m p a r a t o r  w i t h  a c a p a c i t y  
of 5 to 60 po u n d s  f o r  the J u n e a u  l a b o r a t o r y .

Q u e s t i o n  No. 12

W h a t  w a s  the c o s t  o f  the t r u c k  m o u n t e d  l i q u i d  p e t r o l e u m  
p r o v e r  p u r c h a s e d  b y  D M S  and w h y  w e r e  f unds b u d g e t e d  for its 
p u r c h a s e  in b o t h  F i s c a l  Y e a r s  1982 a n d  1983?

F i n d i n g

D M S  r e q u e s t e d  $ 3 7 , 5 0 0  in t h eir F i s c a l  Y e a r  1982 b u d g e t  f o r  
the p u r c h a s e  of a n e w  prover. H o w e v e r ,  the L e g i s l a t u r e  d i d  
n o t  f u n d  the full r e q u e s t  of $ 4 1 , 0 0 0  f o r  e q u i p m e n t  p u r c h a s e s  
b u t  i n s t e a d  only f u n d e d  $3,400 m a k i n g  it i m p o s s i b l e  for DMS 
to p u r c h a s e  the p r o v e r  in F i s c a l  Y e a r  1982. A g a i n  i n  F i s c a l  
Y e a r  1983, DMS r e q u e s t e d  funds to p u r c h a s e  a prover. T h e  
a m o u n t  r e q u e s t e d  d e c r e a s e d  to $ 2 8 , 7 0 0  due to i n s t r u c t i o n s  
f r o m  the D e p a r t m e n t  to p a r e  d o w n  the r e quest. As a r e s u l t ,  
D M S  c o u l d  not p u r c h a s e  a n e w  p r o v e r  b u t  instead p u r c h a s e d  a 
u s e d  p r o v e r  for the $18,750.
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Question No. 13

D id DMS p r o p e r l y  e x p e n d  funds for the p u r c h a s e  of office e q u i p­
m e n t  and f u r n i t u r e  in Fiscal Ye a r  1983?

F i n d i n g

As of D e c e m b e r  31, 1982, DMS had e x p e n d e d  $ 1 3 , 9 4 4  o n  various, 
t y pes of o f f i c e  e q u i p m e n t  and fur n i t u r e ,  i n c l u d i n g  desks, chairs, 
boo k c a s e s ,  t r a n s c r i b e r s ,  tape r e c o r d e r s ,  etc. T h e s e  e x p e n d i t u r e s  
h a v e  be e n  c h a r g e d  a g a i n s t  the $ 2 8 , 7 0 0  o p e r a t i n g  a p p r o p r i a t i o n  
a l l o c a t i o n  for equ i p m e n t ,  w h i c h  was r e q u e s t e d  for the pu r c h a s e  
o f  the truck m o u n t e d  p r o v e r  d i s c u s s e d  in Q u e s t i o n  No. 12 a n d  an 
a d d i t i o n a l  $ 7 , 8 0 0  t r a n s f e r r e d  f r o m  the D e p a r t m e n t  of Public 
S a f e t y  w i t h  the p e r m i t  and w e i g h  s t a t i o n  fun c t i o n s .

W e  c o n c l u d e  t h a t  DMS has p r o p e r l y  e x p e n d e d  f u n d s  to p u r c h a s e  
o f f i c e  e q u i p m e n t  a n d  furniture.

Q u e s t i o n  No. 14

Has DMS e q u i p p e d  a w e i g h t s  and m e a s u r e s  t e s ting l a b o r a t o r y  in 
J u n e a u  in a d d i t i o n  to the one m a i n t a i n e d  in A n c h o r a g e ?

F i n d i n g

DMS h a s  ei t h e r  p u r c h a s e d  or t r a n s f e r r e d  from t h e  A n c h o r a g e  
m e t r o l o g y  l a b o r a t o r y  e q u i p m e n t  t o t a l l i n g  $ 1 9 , 2 2 0  for the J u n e a u  
laboratory. T h i s  e q u i p m e n t  wi l l  be u s e d  to v e r i f y  the DMS f i eld 
s t a n d a r d s  and the s t a n d a r d s  (test w e i g h t s )  of the fishing and 
c o n s t r u c t i o n  i n d u s t r i e s  u s e d  in S o u t h e a s t e r n  Alaska. We c o n c l u d e  
t h a t  the use of this e q u i p m e n t  w i l l  r e s u l t  in a cost savings to 
the S t ate and the i n d u s t r i e s  due to the e l i m i n a t i o n  of c o s t l y  
t r a n s p o r t a t i o n  e x p e n s e s  to t r a n s p o r t  the s t a n d a r d s  to A n c h o r a g e  
for v e r i f i c a t i o n .

Q u e s t i o n  No. 15

Has DMS p r o p e r l y  b u d g e t e d  for p r o g r a m  r e v e n u e s ?

F i n d i n g

DMS b u d g e t e d  p r o g r a m  r e v e n u e  for Fiscal Years 1981 and 1982 
t o t a l l i n g  $ 1 0 , 1 0 0  a n d  $11,300, r e s p e c t i v e l y .  T h e  r e v e n u e  was to 
be c o l l e c t e d  f r o m  p r o c e s s o r s  and c o n t r a c u o r s  w h o  r e q u e s t e d  s c a l e  
i n s p e c t i o n s  w h i c h  had not b e e n  s c h e d u l e d  by DMS. Actual r e v e n u e  
c o l l e c t e d  for r e i m b u r s e m e n t  of per diem, t r a n s p o r t a t i o n ,  a n d / o r  
m i l e a g e  t o t a l l e d  $ 1 0 , 2 2 3  in Fiscal Y e a r  1981 a n d  $2,805 in Fiscal 
Y e a r  1982 l e a v i n g  an u n r e a l i s e d  b a l a n c e  of $8,495. DMS b u d g e t e d  
$ 1 2 , 3 0 0  in p r o g r a m  r e v e n u e  for Fiscal Ye a r  1983 n o n e  of w h i c h  
has b e e n  collected.
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DMS s t a f f  stated they h a d  d i s c o n t i n u e d  the p o l i c y  to r e q uest 
r e i m b u r s e m e n t  for u n s c h e d u l e d  scale i n s p e c t i o n s  and w o u l d  not 
be  c o l l e c t i n g  the p r o g r a m  r e v e n u e  b u d g e t e d  for Fiscal Year 1983.
Th e  Fiscal Ye a r  1984 b u d g e t  r e q u e s t  r e f l e c t s  a d e c r e a s e  r e s u l t i n g  
f r o m  the change in policy.

P E R S O N N E L  M A N A G E M E N T

Q u e s t i o n  No. 16

Has a W e i g h t s  and M e a s u r e s  I n s p e c t o r  IV a n d  the M o b i l e  Home 
I n s p e c t o r  be e n  p e r f o r m i n g  duties and r e s p o n s i b i l i t i e s  d i f f e r e n t  
f r o m  t hose d e s c r i b e d  o n  their job d e s c r i p t i o n s  and class 
s p e c i f i c a t i o n s  ?

F i n d i n g

We d e t e r m i n e d  that m a t e r i a l  c h a nges ha v e  o c c u r r e d  in the duties 
a n d  r e s p o n s i b i l i t i e s  of these two p o s i t i o n s  s i n c e  the f o r m a t i o n  
o f  the D i v i s i o n  (see R e c o m m e n d a t i o n  No. 4 A ) .

Q u e s t i o n  No. 17

Did DMS select s u p e r v i s o r s  of the w e i g h  s t a t i o n s  in a c c o r d a n c e  
w i t h  the State P e r s o n n e l  Rules?

F i n d i n g

T h e  s e l e c t i o n  of the w e i g h  s t a t i o n  s u p e r v i s o r s  was in c o m p l i a n c e  
w i t h  the State P e r s o n n e l  Rules. H o w e v e r ,  we r e c o m m e n d  DMS u t i l i z e  
the p r o m o t i o n a l  e l i g i b i l i t y  list in f u t u r e  s i t u a t i o n s  w h e r e  
s u f f i c i e n t  c o m p e t i t i o n  w a r r a n t s  to e n s u r e  the s e l e c t i o n  of the 
m o s t  q u a l i f i e d  p e r s o n  for the p o s i t i o n  a n d  to a f f o r d  e q u i t y  in 
h i r i n g  p r a c t i c e s  (see R e c o m m e n d a t i o n  No. 4 B ) .

Q u e s t i o n  No. 18

Did DMS c o m p l y  w i t h  the State h i r i n g  p r o c e d u r e s  in the s e l e c t i o n  
o f  the Chiefs of the W e i g h t s  and M e a s u r e s  S e c t i o n  and the P e r m i t s  
a n d  W e i g h  Stations Se c t i o n ?

F i n d i n g

We r e v i e w e d  the p e r s o n n e l  r e c o r d s  a n d  d e t e r m i n e d  that these 
p o s i t i o n s  we r e  f i l l e d  in a c c o r d a n c e  w i t h  the S t a t e  P e r s o n n e l  Ru l e s .  
I n  a d d i t i o n ,  the O f f i c e  of the O m b u d s m a n  r e v i e w e d  the s e l e c t i o n  
o f  the Chief of the P e r m i t s  and W e i g h  S t a t i o n s  Se c t i o n .  In a 
l e t t e r  d ated J a n u a r y  23, 1983, the O m b u d s m a n  c o n c l u d e d  that the 
p e r s o n  h i r e d  was w i t h i n  the top five a v a i l a b l e  e l i g i b l e s ,  as 
r e q u i r e d  by Perso n n e l  Rule 5.02.2. No n e  of the o t her persons in 
the top five we r e  c o n s i d e r e d .
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The Ombudsman s ta te d  th a t even though the  P e rso nne l R u le s  do 
n o t re q u ire  co n s id e ra tio n  o f a l l  pe rsons w i t h in  the  top f iv e ,  
the  Department would b e n e f it  by adopting a p o lic y  w h ich  r r - 
q u ire s  the  ap po in ting  o f f ic e r s  to  co n s id e r  tho se  p e rso n s .
Such a p ra c t ic e  would improve the  q u a lity  o f appointments by 
b r in g in g  the  b e st q u a lif ie d  a p p lica n t to  the  a t te n t io n  of 
the a p p o in ting  o f f ic e r .

Q uestion  No. 19 .

Was a Weights and Measures in sp e c to r  IV  p o s i t io n  he ld  open 
approximately one year w h ile  the  D iv i s io n  attempted to  q u a l i­
fy a s ta f f  member fo r  the  p o s i t io n ?

F in d in g

A W eights and Measures In sp e c to r  IV  p o s i t io n  was vacant from 
May to  December, 1980. On December 8 , 1980, a W eights and 
Measures In sp e c to r  tra ine e  was promoted to  the  Weights and 
Measures In sp e c to r  IV  p o s i t io n .  The emp loyee 's a p p lica t io n  
had been re w r it te n  to  in c lu d e  work experience  n o t p re v io u s ly  
in c lud e d  on h i s  a p p lica t io n  sub m itted  fo r  the  tra ine e  p o s i­
t io n .

Q uestion  No. 20

Has DMS complied w ith  the  S ta te  P e rso nne l R u le s  and the  S ta te  
A d m in is t ra t iv e  Manual co n ce rn ing  employee moving expenses?

F in d in g

I n  November, 1981, a W eights and Measures In sp e c to r  I  was 
promoted and tra n s fe rre d  from Anchorage to  Kena i to operate 
the  f ie ld  o f f ic e .  He accepted the  p rom otion w ith  the  und e r­
sta nd ing  th a t h i s  moving c o s t s  co u ld  n o t be re im bursed  by 
the  S ta te  due to  the  agency 's f i s c a l  c o n s t r a in t s .  Then i n  
J u ly ,  1982, DMS promoted a W eights and Measures In sp e c to r  
I I I  to  C h ie f of Weights and Measures S e c t io n . DMS t r a n s ­
fe rred  h im  and h i s  fa m ily  from Juneau to  Anchorage re im ­
b u r s in g  a l l  moving expenses.

A cco rd ing  to  the  Deputy D ire c to r  o f the  D iv i s io n  of P e rso n ­
n e l ,  an agency may o f fe r  a p rom o tio na l t r a n s f e r  w ith o u t re im ­
bursem ent o f moving expenses i f  the  agency has f i s c a l  co n ­
s t r a i n t s  and/or the  p o s i t io n  co u ld  be f i l l e d  by a d v e r t is in g  
i n  the  area where the  p o s i t io n  i s  va ca nt.

We conclude  th a t DMS has complied w ith  S ta te  Pe rso nne l R u le s  
and procedures co n ce rn ing  re im bursem ent of employee moving 
expenses.

Q uestion  No. 21

I s  overtim e  pay p roperly  approved, supported , and recorded 
in  the S ta te  a cco un ting  re co rd s?

_ 9  Q _
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Find ing ;

We re v ie v 7ed expend itu re s fo r  o ve rtim e  pay fo r  F i s c a l  Years 
1981, 1982, and 1983 (th ro ug h  January 31, 1983). Based on 
the  r e s u l t s  of our t e s t ,  we determ ined th a t  ove rtim e  pay i s  
p rop e rly  approved, supported , and recorded i n  the  a cco un ting  
r e c o rd s .

PROGRAM MANAGEMENT 

Q ue stio n  No. 22

I s  th e  D iv i s i o n ' s  p a r t ic ip a t io n  i n  the  W estern W eights and 
Measures Conference (WWMC) and the  N a tio na l Conference of 
S ta te s  on B u ild in g  Codes and S tanda rd s, In co rp o ra ted  (NCSBCS) 
j u s t i f i a b le  i n  terras of economy, e f f ic ie n c y ,  and e f f e c t iv e ­
n e ss?

F in d in g

The p a r t ic ip a t io n  by the  D ir e c to r  and s ta f f  i n  the  WWMC i s  
d i r e c t ly  re la te d  to  t h e i r  d u t ie s  and r e s p o n s ib i l i t i e s  under 
AS 45.75, Weights and Measures A c t . However, the  d u t ie s  and 
r e s p o n s ib i l i t i e s  of DMS re la t in g  to  b u ild in g  codes and sta nd ­
ards were g re a tly  d im in ish e d  in  1980 w ith  the  enactment of 
the  M obile Home Warranty Program. F u rthe rm o re , imp lementa­
t io n  o f Recommendation No. 5 w h ich  recommends the  t ra n s fe r  
o f the  Program to  the  Consumer P ro te c t io n  S e c t io n , would 
remove a l l  r e s p o n s ib i l i t i e s  r e la t in g  to the  b u ild in g  codes 
and sta nd a rd s. T he re fo re , we recommend the  Department seek 
removal of DMS s ta f f  as delegates to  the  NCSBCS (see  Recom­
m endation No. 6 ) .

Q ue stio n  No. 23

Have a c t io n s  taken by the  Mobile Home In sp e c to r ,  r e la t in g  to  
an in v e s t ig a t io n  i n  1982, r e su lte d  i n  a c la s s  a c t io n  s u i t  
be ing  f i le d  a g a in st the  S ta te , the  D ir e c to r  o f DMS, and the  
M obile Home In sp e c to r ?

F in d in g

Through in q u i r ie s  o f the  A laska C ourt System and the  O ff ice  
o f th e  A tto rne y  General, we determ ined th a t  no s u i t  has been 
f i le d  naming the  S ta te , the  D ire c to r  o f DMS, or the  M obile 
Home In sp e c to r  as defendants.

Q ue stio n  No. 24

I s  DMS d is c o n t in u in g  sa fe ty  in sp e c t io n s  o f com m ercia l v e h i­
c le s  i n  March, 1983?

F in d in g

On J u ly  15, 1982, the p e rm it and weigh s ta t io n  f u n c t io n s  of 
the  Bureau of V e h ic le  M a intenance , Department of P u b l ic  Safe 
ty ,  were tra n s fe rre d  to  DMS.
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The L e g is la tu re  d id no t in c lu d e  the  t r a n s f e r  of a u th o r ity  fo r 
sa fe ty  e nfo rcem ent. I n  order to  f u l f _ l l  the  requ irem ents of 
a fed e ra l c o n tra c t  fo r  a sa fe ty  d em onstra tio n  p ro je c t , DMS re ­
ce ived  a d e leg a tio n  of a u th o r ity  fo r  sa fe ty  enforcement from 
the  A la ska  T ra n sp o r ta t io n  Comm ission w h ich  was e f fe c t iv e  
J u ly  1, 1982. T h i s  allowed DMS to  c o n t in u e  the  sa fe ty  in sp e c ­
t io n s  th ro ug h  the  com p le tio n  date of the  federa l c o n tra c t ,
March 11, 1983.

T h i s  i s s u e  was reviewed by the  O ffice  o f the  Ombudsman and a 
l e t t e r  re p o rt was is s u e d  January 28, 1983. The Ombudsman co n ­
cluded  th a t the  sta tem en t w h ich  a lle g e s the  Department of 
Commerce i s  n o t f u l f i l l i n g  i t s  s ta tu to r y  r e s p o n s ib i l i t y  fo r 
e n fo rc in g  com m ercia l sa fe ty  standards i s  "un sup p o rted ". F u r ­
t h e r ,  the  Department does n o t have s ta tu to r y  r e s p o n s ib i l i t y  
fo r  com m ercia l sa fe ty  enfo rcem ent. Ue co n cu r w ith  t h i s  con­
c l u s io n  of the  O ff ice  o f the  Ombudsman.

P r e se n t ly ,  the  D ir e c to r  of DMS i s  w ork ing  w ith  the  Com m issioner 
o f the  Department o f Commerce and Econom ic Development to  p ro ­
v id e  a lte r n a t iv e  p la ns fo r  a com m ercia l v e h ic le  sa fe ty  program.
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BILL SHEFFIELD, GOVERNOR

I ) K P A K T > 1  E . \ T  O F  C O M M K i t C K  &  
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POUCHD
JUNEAU. ALASKA 99811 
PHONE: 465-2500

OFFICE OF THE COMMISSIONER
June 10, 1983

Gerald L. Wilkerson, Legislative Auditor 

Legislative Affairs Agency 

Pouch W
Juneau, Alaska 99811 e r :
Dear Mr. Wilkerson:

Recommendation Clumber 1

The Department should take immediate action to improve the employee 
morale of tne Division of measurement Stano,.rcis (DMS).

The Division of Measurement Standards acknowledges 'that some morale 
problems existed during the period of the audit and since the 

formation of the Division. Positive steps have been taken by both 

the Department and the Division to respond to the problems, to expand 

the lines of communications, and to ensure addressing individual 

concerns. The response to these increased efforts have been very

positive and progress will be closely monitored to ensure achieving 
desired results.

The Division does not agree that the cause was a build up of problems 

that existed within the Weights and Measures Section over the past 

several years, with the exception of isolated personnel problems, the 

specific items identified by the Division's employees are of recent 
origin and the approach has been to proviae solutions to these.

It may also be noted that only two employee grievances v/ere filed in 

Weights and Measures in the five years preceding the transition to 
Division status.

Recommendation Number 2

DMS should avoid situations that give the appearance of a conflict of 
interest. ~  '

1. During the period from July 1, 1931 to January 21, 1983, the 
i'.opi r.ome inspector receivea cno meaiatea at least tour

RESPONSE:
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complaints involving the mobile home dealership owned by his 
Tather. We understand the father has voluntarily dissolved his 

business as part of an out-of-court settlement with the State's 
~Uorisumer Protection Section. However, other relatives own 

■=■ mobile home dealerships in the State.

R ES PO NS E:

1. The mobile home warranty program has been transferred to the 
Department of Law, office of Consumer Protection.

2. During our review of contract procedures, we found that three 

contracts were awarded to a mobile home service and repair 
company. The DHS Mobile Home Inspector is a former employee of 

this ousiness and nis brother currently is employed there.

RE SP ON SE :

2. During the period when the contracts were awarded, neither the 

Mobile Home Inspector nor his brother were employed by the 
company providing the service.

*
Recommendation Number 3

DMS should improve its budgeting and financial management.

A. DMS should ensure performance indicators in their budget 
requests are accurate.

In a review of the fiscal year 1983 and 1984 budget requests, we 

determined that some of the information reported by DMS for actual 

performance activities in fiscal years 1981 and 1982 was not 
accurate. The exceptions noted were as follows:

Commodity items audited
Value of prepackaged goods found in violation 

Devices tested

The budget instructions state that the agency should select only

measures o t activities for which data is already being collected or
reasonably can be collected in the buooet vear. In addition, they
state that once a useful measure has been identified it is useful to
 at the same measure from year-to-year.

R ES PO NS E:

A. Some of the confusion associated with the figures are based on 
lack of understanding of the methods used to document activity 

and the value of certain information. The following is offered 
to clarify the information:
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In conducting audits of commodities offered for sale, a 
representative sample of the total population is selected. 
The selected items are tested to ensure conformance to 
specified standards. The size of the sample is determined 
by the size of the estimated total population and the 
requirement to test sufficient items to achieve statistical; 
accuracy for the inferences made.

Three units of measurement are generally used for 
documenting activity impact:

Inspections - The number of individual commodity items 

actually tested for compliance with 
standards.

Audits - The number of items in the total 
population.

Value - The cost of the individual items.

The inspection is a measure of the weights and measures 
officials productive activity. The audit defines the 
population available for consumption and the value denotes 
the dollar impact of the commodities. By considering all 
of these factors, we may analyze a range of management 
factors from the employee's productivity to their impact on 
the marketplace.

The misunderstanding stems from typographical errors in the 

FY 84 budget request. Correct performance indicator titles 
should be:

1. Commodity items cested
1. Commodity items audited

Devices tested:

Actual count of devices tested was 16,519. See response to 
recommendation 7(c),

As defined in the budget instructions, the purpose of a 
performance indicator is to "identify the extent of major BRU 

activities and functions." As program requirements and emphasis 
have changed and we have increased the availability of quantifi­
able management information, we have attempted to select 

indicators that would represent measures of both activity and 

economic impact. The intent was to provide a more comprehensive 
indication of the Division's involvement in the regulatory 

process. It has been the Division's goal to develop quantifi­
able measurement indicators that permit analysis of all 
activities. .

B. DMS should prepare their fiscal year budgets in accordance with 
the instructions provided by Che Office or the Governor. '
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The State budget instructions require agencies to report transfers 

between line items with an expenditure category on a specific form 
■provioed. This, a M o w s  the agency to d e v e l o p -̂  budget which reflects 
actual anticipated spending.

RESPONSE:

B. The Division of Measurement Standards will prepare all future 
budget requests in accordance with the instructions provided by 
the Office of the Governor.

QMS should ensure appropriations are expended in accordance with 

law.

DMS received an appropriation totaling $33,200 through Chapter 50, 
SLA 1980 to “purcnasie scale testing equipment ana to provide 
transportation to test scales for seafood processors in the Aleutian 

Islanas ana Western Alaska." Through a review of the related 

expenditures, we founa $8,148 was expended for travel to areas other 
than the Aleutian Islands or Western Alaska.

In addition, DMS received another appropriation totaling $39.100 
through Chapter 120, SLA 1S80, to implement the mopiie home warranty 
program enacted by Chapter 104, SLA 1980. We aetermined that S2,875 
of these funds were expendeo on travel unrelated to the mobile nome 
warranty program.

RESPONSE:

D. The audit team did not identify the specific trips that they 
considered inappropriate, therefore, a general explanation is 

offered in an attempt to clear up some possible misunder­

standings.

Fish buying scales are a highly mobile device that are moved 
from the factory to the scale repair facility, to various 

locations throughout the state, depending on specific require­
ments and appropriate seasons. Every effort is made by the 

Division to test the maximum number of devices at the most
economical cost. An example of device mobility is a particular 
scale may be used in Seward during the herring season and
shipped to the Aleutian Chain for the salmon season. If we can 

test the device in Seward before it is shipped to the Aleutian 

Chain, the cost for the inspector's travel will be significantly 
lower. Another example of a very successful method is the 
Seattle inspection program. The fishing industry in the

Aleutian Chain and Western Alaska normally ship all their scales 
to Seattle for rebuilding every two years. The Division sends 

an inspector to Seattle whenever the number of available devices 
warrant the expenditure, to test and certify fish buying scales 
at company headquarters and scale repair facilities. By

utilizing this procedure, the devices are tested prior to being

-30-
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i,dipped to Alaska and being placed into service. This program 
has permitted the Division to not only increase the number of 
devices tested prior to their being used 'n commercial trans­

actions throughout the state and has reduced the cost to the 
industries involved, but has allowed us to increase the number 
of devices tested and certified that are used in the remote^ 
areas of the Aleutian Chain and Western Alaska.

Some of the trips to Seattle were charged to this supplemental 
account because it was more economical to test the devices there 
rather than wait until they had been shipped to the Aleutian 
Chain. We felt that the intent of the appropriation was to 

ensure that accurate devices were being used and our effort was 
directed toward testing the devices where ever they could be
located. Some administrative trips were charged to both
appropriations to coordinate program requirements.

Recommendation Number 4

DMS should improve its personnel management.

During our review we noted personnel matters which may have
contributed to the low employee morale.

A. DMS should update job descriptions and classifications as

required by the State personnel rules.

RESPONSE:

A. All the Division employees P-402's were updated prior to the
period the audit was conducted. As noted, two personnel were

assigned to special projects during the transition period when 
the Division was in the process of establishing the structure

necessary to respond to its basic management requirements. It
must be kept in mind that when the p ^ m ' t s  and weigh station
program was transferred from the Depar 't of Public Safety to 
the Department of Commerce and Economic 'lopment, the m ana ge­

ment and administrative support staff v.ua not included. With 
the establishment of the Division of Measurement Standards to 
consolidate the weights and measures and permits and weigh 
station functions, both the management and the support staff had 
to be recruited and trained while continuing the daily 

activities required by statute. This necessitated the utiliza­
tion of existing personnel to perform diverse duties to ensure 

program continuity. This transition period is largely complete 
and the organizational structure has been redefined to be 
responsive to program needs. P-402's will be updated to reflect 
actual duties being performed when the Division structure has 
been clearly defined and these recently hired into supervisory 
positions are fully trained.
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It should be noted that the opening statement referred to two 
instances in the five year period considered. It was also noted 

that these are not violations of the personnel rules. We find 
the negative implication of the statement to be unjustified.

Recommendation Number 7 ~-

DMS should improve its procedures to ensure compliance with statutory 
requirements.

We noted two areas of statutory compliance in which DMS should 

improve their procedures.

A. DMS should provide sufficient documentation that office and
field standards (official test oevices) are verified in 

accoroance with law. •

RESPOflSE:

A. The Division does have the documentation necessary to identify 

its inventory of office and field standards and to determine 

date of verification. To ensure more convenient access to the 
information, the word processing equipment will be used.

B. DUS should develop procedures to ensure that weight and measure 

devices are inspectea and tested semiannually in accordance with 

l a w .

DMS staff indicated that the hi ah cost of transportation hinders
their ability to comply with the reouirea semiannual inspections. We 

recognize this problem. However, DMS should compile an inventory of 
devices including location ana the last date of testing. This will 

provide management with data to determine the extent of compiianci- 
possible within buaaetary constraints. We recommend the use of DMS 

word processing equipment, where p r a c t i c a l e ,  to tacllitate the 
compilation ana maintenance of the inventory list.

RE SP O NS E:

B. This is already being accomplished using manual records. The
word processing equipment will be utilized to the maximum extent 

possible with current administrative staff.

C. DMS should develop a uniform method for compilation of weichts
and measures verirication activity aata.

An inspector, in order to verifv a weight or measure device performs
an i n s o e c f o n  which is an evaluation ot tne pnvsicai characteristics
or the device, and a test whicn is the actual test for accuracy
tnrouan the use of st an a ar d s, e.g. test weicnts. We noted
inconsistencies in the methods used by inspectors to count the number
or oevices, ana inspections and tests ot those devices.
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In addition to the inconsistencies in accounting for activities, we 
noted that monthly activity information is not organized in a manner 

to facilitate managerial use of data for planning and budgeting 
purposes. The fiscal year 1982 activity data was entered into the 

DMS word processing system. ‘ According to DMS staff, this data w a s 
used to calculate the total number of devices tested in fiscal year 

1982 reported in the fiscal year 1984 budget request. However, w e ~ 
could not reconcile the recorded amount of devices totaling 11,276 to 

the reported number of 16,500.

DMS should develop procedures to ensure activity data is accounted 
for in a consistent manner and that data is complete and organized in 

a manner which facilitates use by management.

RESPON SE :

C. A management information system is in ,nace. The annual reports 
are used for management planning. These reports are developed 

by counting the individual field test reports.

The monthly reports are utilized by the individual supervisors 
to compare actual to scheduled activities. A format is being 
developed that will permit entering the data from each field 
test report into the word processing system. Device and 
activity data will be maintained on this system, limited only by 

availability of administrative staff time.

There is not a point of confusion in where to count various 
types of field activity. As indicated by our verification of 

field test reports, the inspection activity and the testing 
activity are accounted for separately. An actual count of the 

reports provided the following activity fjr FY 82:

Device inspections - 14,200 

Device tests - 16,519

As indicated previously, management decisions and budget 
requests are prepared based on activity data documented on field 
test reports. Additionally, every reasonable effort is made to 
verify data prior to drawing conclusions. We afforded the audit 
team this same opportunity by offering the field test reports to 
them to verify the data contained in the budget request. This 
offer was repeated during the audit team's exit briefing and the 

records are available if verification of accuracy is a concern. 

We do not feel that drawing conclusions from unverified data is 
justified. To reemphasize the activity indicator as reported in 
the FY 34 budget request of 16,500 devices tested, was 
reverified by the Division by individually counting the field 
test reports.on May 17, 18, and 19, 1983.

- 3 3 -
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APPENDIX A

DISPOSITION OF ALLEGATIONS ON.DMS MANAGEMENT

-̂•.Question Number 1

Has DUS hired a Mobile Home Inspector who is relate^ to proprietors 
of mobile home dealersnips in Anchorage:

Finding;

We determined the Mobile Home Inspector is related to owners of 
mobile home oealerships in Anchorage.

R E S P O N S E :

Relationship is acknowledged (see response to. recommendation 
number 2).

Question Number 3

Was the 1978 directive from DMS. to all fish processors and buyers, 

disallowing tne use of hydraulic type scales in ihe best interests or 
the State?

F i n a i n o .

In May, 1978, a legislative bill (House Bill 96*) was introduced 
which would nave required fish processors to use electronic nanqing 

scales to determine the weignt of fisn sold. However, a directive 
was issuea by the Weights ana Measures Section (now QMS) before any 
action was taken on the legislation. The directive stated it had 

been determined that the hydraulic type scales would not hold the 

tolerances set by Title 3, Chapter 32 of the Alaska Administrative 

Code. According to the directive, hydraulic type scales were not to 
be utilized after January, i98Q.

We discussed the issue with the Alaska manager of the Pacific Seafood 

Processors Association. He stated there had been a problem with the 
accuracy of hydraulic type scales. The processing companies in the 

organization were not happy about the iaea of having to expena monies 
t o' r ep la ce  their hydraulic scales. However, ho believes it was in 

the best interests of the industry. In addition, we sent question­

naires to 78 seafooa processors operating in Alaska. Of the 29 

questionnaires returned, 9 did not believe the replacement of 

hydraulic type scales was necessary; 4 bslievea it was necessary; and 
16 had no opinion.

R E S P O N S E :

The issue that was not addressed by the audit team was whether the 

device was legal. This device is not legal for use for purchasing 
fish.
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Question Number 4

Has DMS reported accurate information for performance indicators in 
their budget requests?

Finding:

In a review of' the fiscal year 1983 and 1984 budget requests, we 

determined that some of the' information reported by OtiS tor actual 
performance activities in fiscal years 1981 and 1982 was not 

accurate.

R E S PO N SE :

We do not agree that the information was not accurate (see response 

to recommendation number 3).

Question Number 10

Have personal long distance telephone calls been charged to the 

State?

Finding:

We reviewed a sample of telephone charges occurring between July 1, 

1982 ana January 31, 1983. it was detsrmineo that internal controT 
over ionq distance teiepnone calls was nonexistent prior to January,

1983.

R ES PO NS E:

Long distance telephone logs are r.ow being maintained.

Question Number 18

Did DMS comply with the State hiring procedures in the selection of 
the Chief of the Ueicnts and Treasures Section ana the Permits and 
Wei an Stations Section?

Finding:

We reviewed the personnel records and d e termined that these positions 
were filled in accorcance witn the State personnel rules. In 

aoaition, trie Orfice o t the um&uasnan revieweo the selection of the 
Ciiier o t tne r e m i t s  ar.o i.eion Stations Section, in a 'letter dated 
January 2b'. 1983, the imouasnan conciucea that the person hired was 

witnin tne too rive ava li ao 1e e iiqiDlcs,~as required bv personnei 

ruie 5.U2.2. lions or tne otner persons in tne top" five were 
consioerea.

The Cmbudsman stated that even though the personnel rules- not 

require consiGeration or ait persons within the top five, tne 

Department would benefit bv iccotino a ooiicy wnicii requires tne
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appointing officers to consider those persons. Such a practice would 
improve the quality of appointments by bringing the best qualified 
applicant to the attention of the appointing officer.

The finding that none of the other people in the top five were 
considered is incorrect. All available eligibles were interviewed 
and considered for both positions.

C O NC LU SI ON :

Due to the public nature of the final audit report and the 
possibility that the statement would be construed to lend some 
validity to unspecified allegations, the Department feels that the 
opening statement to Appendix A should be limited to: "Presented 

below are the illegations concerning the management of DMS along with 

our findings." '

RESPONSE:

Sincerely,

Richard A. Lyon 

Commissioner

RAL:JS:cw
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THE MOBILE HOME WARRANTY ACT 
AND CONSUMER PROBLEMS WITH MOBILE HOMES

A Report by the  Consumer P r o te c t io n  S e c t io n ,
Department o f  Law,

Februa ry  4, 1984

In t r o d u c t io n

M obile homes have become a m a jo r h o u s in g  a l te r n a t iv e  fo r  
A la sk a n s , one w h ic h  o f te n  in v o lv e s  co n s id e ra b le  expense. Ranging 
i n  p r ic e  from  $1 0 , 0 0 0  to  w e l l  ove r $1 0 0 , 0 0 0  (n o t  in c lu d in g  la n d ) , 
m ob ile  homes i n  th e  s ta te  so ld  f o r  an average o f $40,263 i n  
mid-1984, as rep o rted  by th e  A la ska  H ousing  F ina n ce  C o rp o ra tio n .
O ften m ob ile  homes are purcha sed  by consum ers who la c k  th e  income 
needed fo r  c o n v e n t io n a l h o u s in g  and who are le s s  able to  p ro te c t  
the m se lve s  from  d e fe c t iv e  p ro d u c ts  and u n f a ir  sa le s  te c h n iq u e s .
Y e t u n l i k e  c o n v e n t io n a l h o u s in g , m ob ile  home c o n s t r u c t io n  i s  n o t 
s u b je c t  to  r e g u la t io n  o r in s p e c t io n  by lo c a l o r s ta te  a u t h o r i t ie s ,  
n o r  i s  th e  sa le  o f m ob ile  homes s u b je c t  to  p ro fe s s io n a l l i c e n s in g  
re q u ire m e n ts .

Apart from  th e  Department o f La w 's g ene ra l enfo rcem ent 
powers a g a in s t u n f a ir  o r d e cep tive  trade p r a c t ic e s ,  s ta te  e f f o r t s  
to  p re ve n t and remedy th e  w idespread prob lem s confront** X by m ob ile  
home p u rch a se rs  r e s t  s o le ly  on th e  m ob ile  home w arranty  a c t ,  AS 
45.30. The Consumer P r o te c t io n  S e c t io n 's  r e c e n t expe rience  in  
a d m in is te r in g  t h i s  a c t shows th a t  d e fe c ts  i n  m ob ile  homes and 
co n su m e rs ' p rob lem s i n  o b ta in in g  c o r r e c t iv e  a c t io n  c o n t in u e  to  be. 
f re q ue n t o c c u r re n ce s  and c o n t in u e  to  demand' s ig n i f i c a n t  e f f o r t s  on 
th e  p a rt o f  th e  s e c t io n .

Background o f th e  M ob ile  Home Warranty Law

I n  1980, th e  L e g is la t u r e  acted to  e n su re  th a t  consum ers . 
r e ce iv e  adequate w a rra n ty  p r o te c t io n  when they  p urcha se  m ob ile  
homes. (C h . 104, SLA 1980, amending AS 4 5 .3 0 .) T h i s  s ta t u te  
re q u ire s  new m ob ile  homes to  be covered by a one-year w r i t t e n  
w a rranty  a g a in s t s u b s ta n t ia l  d e fe c ts  i n  m a te r ia ls  and w orkm ansh ip .
One im p o rta n t p r o v is io n  o f  th e  mandated w a rranty  i s  th a t  th e  
dea le r and m a nu fa c tu re r  are each f u l l y  r e sp o n s ib le  fo r  c o r r e c t in g  
d e f e c t s , so th a t  th e  consum er i s  n o t  s h u t t le d  back and f o r t h  w it h  
no one ta k in g  r e s p o n s ib i l i t y .  A no the r im p o rta n t p r o v is io n  i s  th a t  
th e  w a rranty  m u s t co ve r n o t  o n ly  ';T • s t r u c t u r e  o f th e  m ob ile  home 
b u t a lso  a l l  m e cha n ica l sy s te m s , u ip m e n t , and a p p lia nce s 
in c lu d e d  when i t  i s  s o ld .

The s ta t u te  a lso  e s ta b l i s h e s  a method to  e n fo rce  
co m p lia n ce . W ritte n  n o t i c e s  o f  v io la t io n s  may be is s u e d  by a

“ B a c k u p  - 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  - Dept, of L a w
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