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"A
 single com

pany set up m
ultiple firm

s in such 
a w

ay that it w
ound up selling the oil to itself at an 

inflated price. The huge increase w
as passed on to 

the• utility com
pany and thence to the consum

ers." 

Jack A
nderson 

im
post 

P
robing the 

B
ehind the relentless rise in fuel oil 

prices, federal investigators are uncov-
erin

g
 a g

ig
an

tic co
n
sp

iracy
 th

at o
n
e 

prosecutor has called "the ripoff of the 
cen

tu
ry

." . 
E

vidence is being laid before crim
i-

nal grand juries that m
ajor oil com

pa-
n
ies, d

istrib
u
to

rs an
d
 sh

ip
p
ers h

av
e 

fraudulently jacked up fuel oil prices. 
"T

he deeper w
e get into it," a prose-

cutor told us, "the m
ore w

e find." 
T

h
e lo

n
g
-su

fferin
g
 co

n
su

m
ers, o

f 
course, are stuck w

ith the higher util-
ity

 b
ills. A

lread
y
, th

e risin
g
 co

sts o
f 

fuel oil have added $2 billion to utility 
rates. 

T
h
is p

ro
d
u
ces a sn

o
w

b
all effect as 

m
anufacturers, w

holesalers and retail-
ers d

o
w

n
 th

e lin
e ad

d
 th

eir ex
tra fu

el 
costs to the price of their products. A

t 
th

e en
d
 o

f th
e lin

e are th
e co

n
su

m
ers 

w
ho pay m

ore not only for their hom
e 

h
eatin

g
 b

u
t fo

r th
e m

an
u
factu

red
 

goods they buy. 
T

h
e am

o
u
n
t th

at th
e co

n
sp

iracy
 is 

costing the public probably can
,  never 

b
e calcu

lated
. B

u
t b

o
th

 fed
eral an

d
 

state p
ro

secu
to

rs are b
eg

in
n
in

g
 to

 
crack dow

n. Indictm
ents are likely in 

B
oston, H

ouston, Jacksonville, L
os A

n-
g
eles, N

ew
 Y

o
rk

 C
ity

 an
d
 P

h
ilad

el-
phia. 

A
t first, the F

ederal E
nergy A

dm
in-

istratio
n
 tried

 to
 co

n
fin

e th
e fed

eral 
in

v
estig

atio
n
 to

 civ
il actio

n
. C

o
m

-
plained one frustrated federal enforcer 
tersely: "T

hey didn't w
ant to rock the 

oil industry." 
T

h
e sh

o
w

d
o
w

n
 cam

e a few
 w

eek
i 

ago behind closed doors at the Justice 
D

ep
artm

en
t. P

articip
atin

g
 in

 th
e d

is-
pute w

ere officials from
 the F

E
A

, the 
T

reasu
ry

's C
u
sto

in
s S

erv
ice an

d
 th

e 
Ju

stice D
ep

artm
en

t's civ
il an

d
 crim

i-
nal divisions. 

T
h
e F

E
A

 rep
resen

tativ
es fav

o
red

 
civ

il san
ctio

n
s to

 d
eal w

ith
 th

e p
rice  

g
o
u
g
e s. B

u
t C

u
sto

m
s o

fficials co
n
-

ten
d
ed

 th
at th

e b
est w

ay
 to

 en
d
 th

e 
utility spiral w

ould be to jail a few
 oil 

industry figures. 
T

he officials also criticized the P
E

A
. 

for protecting the oil interests. A
s one 

official put it: "C
ustom

s got tough on 
P

E
A

." 
F

ollow
ing this crucial m

eeting, the 
Ju

stice D
ep

artm
en

t •au
th

o
rized

 C
u
s-

to
m

's 6
0
0
 ag

en
ts to

 p
rep

are cases fo
r 

crim
inal indictm

ents. T
he F

E
A

 agreed 
to cooperate. 

C
ustom

s has now
 laid out its prose-

cu
tio

n
 p

lan
 in

 a d
etailed

 m
em

o
 an

d
 

h
as d

isp
atch

ed
 it u

n
d
er tig

h
t classifi-

cation to its key regional offices. T
he 

case is su
m

m
arized

 in
 an

 in
tern

al 
doC

um
ent, w

hich w
e have obtained. 

"T
h
e p

rice o
f resid

u
al fu

el o
il," 

states the sum
m

ary, "rose from
 about 

$2.50' per barrel in early 1973 to over 
$11 per barrel by the end of 1973. A

t 
the height of the oil crisis, som

e com
-

p
an

ies w
ere p

ay
in

g
 in

 ex
cess o

f $
2
0
 

per barrel." 
T

h
e d

ram
atic rise alleg

ed
ly

 w
as 

sp
u
rred

 b
y
 a n

u
m

b
er o

f frau
d
u
len

t 
practices. "It is suspected," for exam

-
ple, that the source of the fuel oil m

ay 
have been "falsified in som

e instances 
to enable im

porters to add on various 
overcharges to the base price of •oil." 

O
f course, the •public utilities passed  

o
n
 th

e o
v
erch

arg
es, states th

e su
m

-
m

ary
, "d

irectly
 to

 th
e co

n
su

m
er o

f 
electric p

o
w

er b
y
 ad

d
in

g
 fu

el ad
iu

st-
m

en
t ch

arg
es to

 electric b
ills." T

h
e 

C
u
sto

m
s ag

en
ts, acco

rd
in

g
 to

 th
e 

m
em

o
, are also

 in
v
estig

atin
g
 "sales 

through affiliate!, addition of nonexis-
tent host goV

ernm
ent taxes and royal-

ties, m
anipulations of freight rates and 

other sim
ilar devices to raise the price 

of oil." 
T

h
e d

ata p
rep

ared
 fo

r g
ran

d
 ju

ry
 

presentation show
 that, in m

any cases, 
six or m

ore dum
m

y corporations w
ere 

set u
p
 fo

r m
ajo

r fu
el o

il tran
sactio

n
s. 

E
ach dum

m
y jacked up the price a lit-

tle m
ore until oil costing $5.50 a barrel 

w
as sold to public utilities for as high 

as $25 a barrel. 
In one case, a single com

pany set up 
m

u
ltip

le firm
s in

 su
ch

 a w
ay

 th
at it 

w
ound up selling the oil to itself at an 

in
flated

 p
rice. T

h
e h

u
g
e in

crease w
as 

p
assed

 o
n
 to

 th
e u

tility
 co

m
p
an

y
 an

d
 

thence to the consum
ers. 

In
 an

o
th

er case, th
e u

tility
 p

u
rch

as-
in

g
 ag

en
t alleg

ed
ly

 g
o
t k

ick
b
ack

s fo
r 

buying overpriced oil. 
T

here is considerable evidence, too, 
o
f m

ix
in

g
 ch

eap
 an

d
 ex

p
en

siv
e, h

ig
h
 

and low
 sulphur oil. T

his m
ixed or m

is-
labeled oil has com

e from
 such a vari-

ety
 o

f co
u
n
tries as A

lg
eria, A

n
g
o
la, 

D
utch A

ntilles, Jam
aica, L

ibya, N
ige-

ria, T
rinidad and V

enezuela. 

T
he m

ixing took place, according to 
the evidence, som

etim
es at refineries 

in
 th

ese co
u
n
tries an

d
 so

m
etim

es at 
sea. T

h
e p

u
rp

o
se u

su
ally

 w
as to

 jack
 

u
p
 p

rices b
u
t also

 to
 g

et lo
w

 su
lp

h
u
r 

co
n
ten

t in
to

 h
ig

h
-su

lp
h
u
r o

il so
 it 

w
ould m

eet U
.S

. environm
ental restric-

tions. 
W

ith
in

 th
e last few

 d
ay

s, C
u
sto

m
s 

ag
en

ts h
av

e m
ad

e so
m

e asto
n
ish

in
g
 

b
reak

-th
ro

u
g
h
s. W

h
at at first lo

o
k
ed

 
lik

e a p
ro

b
e o

f 3
0
 sm

all co
m

p
an

ies 
in

 4
0
 p

o
rts o

f en
try

 is n
o
w

 fo
cu

sin
g
 

o
n
 sev

eral m
ajo

r o
il co

m
p
an

ies. A
n
 

indictm
ent of one giant firm

 or its offi-
cers is n

o
w

 co
n
sid

ered
 lik

ely
 b

y
 fed

-
eral prosecutors. 

"W
e're su

b
p
o
en

ain
g
 p

ap
ers faster 

than they can burn them
," said one en-

th
u
siastic p

ro
secu

to
r. O

th
er p

ro
secu

-
to

rs called
 th

is a fig
u
re o

f sp
eech

: .  
T

h
ere w

as n
o
 reaso

n
 to

 b
eliev

e, th
ey

 
said, that evidence w

as being burned. 
S

om
e evidence has com

e from
 ship-

b
o
ard

 an
d
 p

o
rt in

fo
rm

ers w
h
o
 tell o

f 
w

h
o
lesale fo

rg
in

g
 o

f v
o
u
ch

ers at sea 
to

 co
n
v
in

ce th
e u

tilities th
at th

e o
il 

c
o
st m

o
re

 th
a
n
 it d

id
: O

th
e
r v

ita
l 

ev
id

en
ce h

as co
m

e fro
m

 fed
eral in

-
spectors w

ho have been sam
pling the 

o
il at p

o
rts o

f en
try

. 
A

s th
e T

reasu
ry

 m
em

o
 ex

p
lain

s it 
"C

ustom
s laboratories w

ill be analyz-
ing those sam

ples and com
paring them

 
w

ith
 so

-called
 (o

il) fin
g
erp

rin
ts to

 
d
eterm

in
e if th

e so
u
rces o

f o
il are 

properly declared." 
M

eanw
hile, several m

ajor cases are 
in the m

aking. 
F

ootnote: T
he F

E
A

 denied to us that 
it h

as d
rag

g
ed

 its feet o
n
 th

e resid
u
al 

o
il c

risis. A
 sp

o
k
e
sm

a
n
 sa

id
 th

e
 

a
g
e
n
c
y
 h

a
s 3

0
 m

e
n
 w

o
rk

in
g
 o

n
 

"P
ro

ject E
scalato

r," a stu
d
y
 o

f p
rice 

gotiging in sales to utilities. F
orm

al ac-
tion is expected in M

arch, he said. 
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