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May 1, 2015 

 

Governor Bill Walker Hand Delivered 

Suite 1700 

550 West 7th Avenue  

Anchorage, AK 99501 

 

 Re: Line Item Veto of Illegal Anchorage Legislative Information Office Lease 

 

Dear Governor Walker: 

 

This is to urge you to stand up against the corruption involved in the sole source lease of 

the Anchorage Legislative Information Office (LIO) by using your line item veto authority to 

eliminate its FY 2016 appropriation, or at least reduce it to 10% below the market rate. 

As you may know, the Alaska Building was damaged by the demolition of the then 

existing LIO and Anchor Pub and the construction of the new LIO, and Alaska Building, Inc., 

had to file a lawsuit over it.  Since the sole source lease was illegal I included in the lawsuit that 

the lease should be declared invalid or the rent reduced.
1
  Frankly, I should not have to bear the 

risk of bringing this claim and believe that as the Governor of Alaska you should address this 

blatant corruption.   

Since we are both lawyers, I will provide the legal analysis.  First, the lease was 

purportedly allowable under AS 36.30.083, which provides: 

(a) Notwithstanding any other provision of this chapter, the department, the 

Board of Regents of the University of Alaska, the legislative council, or the court system 

may extend a real property lease that is entered into under this chapter for up to 10 years 

if a minimum cost savings of at least 10 percent below the market rental value of the real 

property at the time of the extension would be achieved on the rent due under the lease. 

The market rental value must be established by a real estate broker’s opinion of the rental 

value or by an appraisal of the rental value. 

(emphasis added).  In other words, there is a limited exception to the normal public bidding 

process required under state law to protect the public, allowing the legislature to extend a lease 

for up to 10 years, if the rental rate is at least 10 percent below market value. 

First, tearing down the existing building to its steel frame and then constructing a brand 

new building, with no occupancy for 15 months, is not an extension.   
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 The Complaint and other documents pertaining to the lease have been uploaded to 

http://gottsteinlaw.com/AkBldgv716W4thAve/AkBldgv716W4thAveLLC.htm and will be updated as events occur. 

http://gottsteinlaw.com/AkBldgv716W4thAve/150331Complaint.pdf
http://gottsteinlaw.com/AkBldgv716W4thAve/AkBldgv716W4thAveLLC.htm
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Second, it is common knowledge that the lease rate is over 2 times the market rate.  For 

example, the December 21, 2013, Alaska Dispatch story, No-Bid Deal To Expand Legislative 

Offices Downtown Draws Criticism, states, "on a square-footage basis, the state will pay more 

than double the going rate for downtown office space, according to a check of leases and space 

available on Multiple Listing Service."  More specifically, comparing apples to apples, the 

current LIO lease rate is about $7.15 per square foot per month, while the market rate is about 

$3.00.  Ten percent below the market rate would be $2.70/square foot per month, which works 

out to $104,310 per month instead of the rate specified in the illegal lease of $281,638. 

Finally, that this sole source lease was approved under these circumstances leads to the 

conclusion that it is the result of corruption.  In this case, a crime appears to have been 

committed.  AS 36.30.930(2) provides: 

(2) a person who intentionally or knowingly contracts for or purchases supplies, 

equipment for the state fleet, services, professional services, or construction under a 

scheme or artifice to avoid the requirements of this chapter is guilty of a class C felony. 

I don't know who is guilty of this crime, but it seems to me that in addition to using your line 

item veto authority, the Attorney General should be asked to investigate this corruption and take 

appropriate action. 

Regardless of whether an investigation into and appropriate action taken with respect to 

this corruption occurs, I urge you to veto the FY 2016 appropriation for the Anchorage LIO 

entirely, or at least reduce it to $104,310 per month.
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Yours truly, 

 

 

 

James B. (Jim) Gottstein 

President 

 

 

cc:   e-mail 

 Craig Richards  (via e-mail) 

                                                 
2
 The so-called lease extension is clear that it is subject to the funds being appropriated, so this should not result in 

any liability to the state.  In addition, that the lease is illegal is also a defense to any claim of  breach. 

http://www.adn.com/article/20131221/no-bid-deal-expand-legislative-offices-downtown-draws-criticism
http://www.adn.com/article/20131221/no-bid-deal-expand-legislative-offices-downtown-draws-criticism
http://gottsteinlaw.com/AkBldgv716W4thAve/Lease%20Extension-Full%20DocumentOptimized.pdf

