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By IAN TALLEY

WASHINGTON -- Democratic lawmakers blasted the government agency responsible for
collecting oil- and gas-lease revenue over a sex-and-drugs scandal, as Congress considers
opening millions of new federal acres for lease.

Thursday, a House panel grilled top officials from the Interior Department over an inspector
general's report that found a "culture of ethical failure" within its royalties program between
2002 and 2006.

Inspector General Earl Devaney reported last week that more than a dozen employees --
including Gregory Smith, the then-director of the royalty-in-kind, or RIK, program that accepts
crude in lieu of cash for leasing federal land -- had improperly accepted gifts from the oil and
gas industry. His report said some of the RIK employees also were engaged in drug use and
sexual relationships with other staff at the Denver offices, as well as with industry
representatives.
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In addition, the inspector general has appointed someone from his office to oversee the
royalty division's Denver agency.
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Royal Dutch Shell PLC, Hess Corp. and Gary-Williams Energy Corp. "in giving improper gifts
to one-third of MMS officials in the Denver office."

While Mr. Devaney said all of the companies handed over documents for the investigation, he
said five Chevron employees refused to be interviewed. Company spokesman Don Campbell
said the employees made the decisions individually.

The companies have said they took the allegations of ethical misconduct seriously, but denied

any laws were violated.

Write to lan Talley at ian.talley@dowjones.com
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