FEDERAL ELECTION COMMISSION
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RE: Conpliiut
Friends of Peter Gruenstein
FED ID# 126165

Dear Sir:

I bring to your attention two violations of the Code of Federal Regulations,
Federal EBlections, by Friends of Peter Gruenstein.

These violations are:

1) Failure to report in kind contributions by Carr-Gottstein Properties, Inc. for
rental of its Anchorage Headquarters. This company has been providing retail office
space in excess of 1,000 square feet to Friends of Peter Gruenstein for tvo hundred
dollars per sonth. This constitutes an in-kind contridbution according to 11CFR

§ 100.8 (a)(iv) (A) which states "the provision of goods and services without charge or
of a charge which is less than the usual and noraal charge for the goods and services
is an expenditure.” Even in the depressed Anchorage real estate market it is
generally known that Carr-Gottstein Properties, Inc. receives substantially more from
its other tepants tham 18 to 20 cents per square foot per msonth. ‘Reporting these
contributions is required by 11CFR § 104.13(a)(1).

2) A campaign is prohibited from knowingly accepting any contributions from
prohidbited sources, specifically Carr-Gottstein Properties, Inc., which is a corporatior
(see 11CFR § 114.2(a)).

I have attached copies of the relevant sections of 11CFR and the FEC Reports
of Friends of Peter Gruenstein.

I swear that the above complaint 1s true and correct.

DATED this <2 £  day of October, 1988.

] 1100 Hillerest Dr.
; v Anchorage, Alaska 99503
(4 Zand
Marylih Paine

THIS IS TO CERTIFY that on this _ . day of October, 1988, before me the
undersigned, ¥ Notary Publi: in and for the State of Alaska, duly commissioned and
sworn, personally appeared Marylin Paine, to me known to be the person who
executed the above and foregoing instrument, and acknowledged to me that she has
signed and svorn the same freely and voluntarily.

VITNESS My Hand and Official Seal the day and year in this certificate firse abcre
written.
Jdiw 7 FGebad o
) Notary Public in and for the State of Alaska
My commissicn expires on _f -5, < resi1ding at__ . . wTehe kL
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NAME OF COMMITTSAR (in Pult)

'FRIENDS OF PETER GRUENSTEIN

RUMROIe, other than using the neme end eddres of eny politice! committes 0 solicit sontrd

? [ Ing eantributions or for oom
. m m mercigl

A. Pull Name, Mailing Addran and 2(P Coe

Purposs of Disbursement D:o imom,h. lm Amount of Esch
CARR=G (3 N P IES N _ o Y, yoor sbursement This Period
§101 A TSOIBIN PROPRRTIES, INC. -4 8/28/88|  200.00
Anchorage, AK 99518 Disbursement for: [__] Primary ¢ | Qeneval
h'lomumuvl
B. Pull Name, Melling Address and Z1P Code Purpose af Disbursement Dete (moneh, Amount of Bech
fggo‘? A;EhP:INTING CO,INC. printing 7 vesr) | Dibursement This Periog
Anchorage, AK 99501 L"_""“""':"‘""‘U"‘"‘" K Generni ' 00
Other (specify)
C. Pull Name, Mailing Addrem and 2IP Cade Purposs of Disbursement Date Imenth, Amount of Eech
ggbomwpmh : printinq & copying a?v. v}w) g Disbursement 'nm Period
. Ve .
Disbursement for: Primary Genersl é/s/gg %gﬁigg
Anchorage, AK 99503 »_lm”u;'wLJ K] Genenrs 787 :
D. Full Neme, Molling Addrem snd 2IP Code Purpoas of Disbursernent : Date (month, Amoumt of Eech
~ TIME PRAME printing & copying 97‘15758 Dlsburery Tap > oo
< 8/15/8 16.88
Olbursement for: | |Primery [ [General /%5/9 14.30
~. ] Other (soeity) 9/24/88 247.30
—~ | § Fult Nema, Meiling Addram and 2IP Code Purpose of Disdursement Dste (month, Amwmo;h Eech
tor Peri
| TIME FRAME printing & copying 97347k | °O ™Y e
‘ Oisbursement for: Primary U%ml 9/27/88 354.50
r Other (spsalfy) |
| P Pvil Neme, Mailing Addrem ond 2IP Code Purposs of Disbursement " Oste (month, Amount af Eech
day, year) Otsburement This Period
«| ALASKA STATE FAIR parade fae ) 8/24/88 25,00
Palmer, Alaska %bmmfu:ummw Umnm'f g
c Other (mpecity)
| Q. Full Name, Maiiing Addrem snd 2)P Code Purpose of Oisdurswment | Dete(month, | Amount ot fach
THE ANALYSIS GROUP, INC ' polling arsbree 500,00
“l 2.0, Box 9317 , 972/88 4,500.00
New Haven, C.T. 06533-0317 Oubursernent for: | [Primary i JQmmers! | 9%8'/7gg | 000,00
| Other (specity | SA_éLBB C3,000,00
M, Puil Name, Meliing Addrass and ZIP Code PyrDose of Olsburssment Date (month, i°. Amount 04"*".””
THE ANALYSIS GROUP, INC. polling - §Pel7ka | °"¥TE08 1UE
‘lmm T~ LE""'"'f 9/23/88 1,100.00
| 'o‘“'"""mmm ] 9/26/88 | 1,200.00

I. Pult Neme, Meiling Addrem end ZIP Cede

| Purpoee of Disbursement

I Date (montn, |

Amount of Each

ADVENTURE TRAVEL | airfare | day,veer) | Disbursement This Period
. . 8/31/88 | 1,227.00
130 W. International Airport Fga.——— . — 8 98- 00
Anchorage, AK 99518 ‘___"Iwc;dﬂnmmfor.uhknvy Lxﬁmom; 9/12/8 5
I o (zpeaify} | |
JﬂTOTALe'QuhummonuTthmlom!omll................................................,.............> 24,529.03

OTAL TRIs Potiod (881 PORE thif 1IN0 NUMBEr ONIY) ¢ oo ov vttt s e ettt e e caee s e e ann e sasasaneranerearnnos >
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NAME OF COMMITTES (in Full)
FRIENDS OF PETER GRUENSTEIN

A, Pull Narme, Mailing Addres end ZIP Code

Jane Crawford & Assoc., Inc.
2900 M. Street, N.W.

3rd floor .

Purpose of Disbursement

media buy

Oisbursement far: | yPrimery | | Genersl
_]Oth-r (spucify)

Dete (month,
day, vesr)

7/22/88
8/3/88

Amount of Egc
Disbursament Thig

8,000.55
5,647.20

8. Pull Neme, Mailing Address end ZIP Code
Veronica Slajer
1611 Atkinson Dr.
¥ anchorage, AK 99504

Purpose of Disbursement re {mb . exp.
graphics, grinting,phon
upplies,refreshments
Oisbursement for: Lx'hlmry LJ Genersl
_] Qther (specity)

Dete (month,
T3/ 8¢
ck#258

Amount of Eec
Disbursement Thie §
%682

VC. Pyll Name, Mailing Addram end 2IP Code
NU.S. Postoffice

=

>

( Purpose of Disbursement
\ postage

Disbursement fae:
| | Other (specity)

|xJ Primery [__J Qeners)

Oate (month,
dey, vesr)

7/15/88
7/19/88

Amount of Eac
Olsbursamert Thig ¢

606.00
306.06

0. Fuil Neme, Maliling Address and 21P Code
_Interior Democrats

€ p.0. Box 73533

- Fairbanks, AK 99707

i Purpose ot Disbursement

|

. Fairbanks office rent
Disbursemant for: |y | Primary L] Genera:

| | Other (specity) '

Date (month,
dey, yesr)

7/20/88

Amount o! Eac
Disdursement This §

200.00

R, Fuil Name, Mailing Addrem end 2IP Code
+ C.R.S. Alaska

2080 Dimend Dr.
" anchorage, AKX 99507-1359

! Purpoee of Disbursement
' 2 months computer

|
i Olsursament for:
[_] Other (specify)

[xjmmm '___iiGonornl ]

Qoete (month,
day, vesr)

7/21/88

Amoynt ¢! Epc
Oisdurserngnt Thig ¢

250.C¢C

E. Full Neme, Mailing Addrem and 21P Code
John Hayes

P.0. Box 84045
Fairbanks, AK 99708

¥

 Purpons of Oisbursement
ﬁconsultinq fee

Qisdursement for:

Primgey L...J Qenersl
‘,‘-—] Qther (specify)

Oate (month, |

Teyse |
8/2/34

Amovnt ot Eac
Disbursement Thig P
350.00
275.00

Q. Full Name, Maiiing Address end 2P Coade

John Hayes

P.C. Box 84045
rairbanks, AK 99708

é Purpose of Dissurmment  printing,
| postage, gas, pizza,

i u 3

Clsbursament for:

:—] Other (specity)

. 8/2/88
' 8/3/88

T

Date imonth, |
dav, yeer) [

Amount 0! Eect
Olsbursement Thig P

309.44
380.00

M. Pull Name, Mailing Addram and Z1P Code

Carr-Gottstein Properties,Inc
6401 A St.
anchorage, AK 99518

| Purpose of Disbursement

o Anchorage office rent

i
| Disbursement for:

i | Other {specity)

Primery |_ General

Date {month,
day, year)

7/28/88

AmQunt o! Essh
Disbursement Thi P

200.00

I, Full Nama, Mailing Addrem and ZIP Code

Color Art Printing €o.,Inc.
430 W. 7th Ave.

| Purpots of Disbursement
printing.

i
1
|
i

Dats {manth, '
do_v, year) i

7/11/88
] /3 /RK

Amount 5t Bec!
Disburtement TR ?
599.00

1 .Q8A S0
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phone bank system, develop calling In-

structions and train supervisors is per-

missible. The payment of the costs of
such professional services is not an ex-

penditure but shall be reported as a

disbursement in accordance with 11

CFR 104.3 if made by a political com-

mittee.

(vi) If made by a political committee,
such payments for voter registration
and get-out-the-vote activities shall be
reported by that committee as dis-
bursements in accordance with 11
CFR 104.3, but such payments need
not be allocated to specific candidates
in committee reports except as provid-
ed in 11 CFR 100.7T(bX17Xiv).

(vil) Payments made from funds do-
nated by a national committee of a po-
litical party to a State or local party
committee for voter registration and
get-out-the-vote activities shall not
qualify under this exemption. Rather,
such funds shall be subject to the limi-
tau?,ns of 2 U.S.C. 441a(d) and 11 CFR
110.7.

(18) Payments made to any party
committee by a candidate or the au-
thorized committee of a candidate as a
condition of ballot access are not con-
tributions.

(19) The payment of any honorari-
um and related expenses within the
meaning of 11 CFR 110.12 is not a con-
tribution.

(20) A gift, subscription, loan, ad-
vance, or deposit of money or any-
thing of value made with respect to a
recount of the results of a Federal
election, or an election contest con-
cerning a Federal electlon, is not a
contribution except that the prohibi-
tions of 11 CFR 110.4(a) and Part 114
apply.

(21) Funds provided to defray costs
Incurred in staging nonpartisan candi-
date debates in accordance with the
provisions of 11 CFR 110.13 and

14.4¢e).

(¢) For purposes of 11 CFR 100.7(a)
and (b), a contribution or payment
made by an individual shall not be at-
tributed to any other individual,
unless otherwise specified by that
other individual in accordance with 11
CFR 110.1(k).

{45 FR 15094, Mar. 7, 1980. as amended at
45 FR 21209, Apr. 1, 1980; 45 FR 23642, Apr.

53

§ 100.8

8, 1980; 48 FR 19020, Apr. 27, 1983; 50 FR
9984, Mar. 13, 1985; 52 FR 773, Jan. 9, 1987)

§100.8 Expenditure (2 U.S.C. 431(9)).

(a) The term “expenditure” incudes
the following payments, gifts or other
things of value:

(1) A purchase, payment, distribu-
tion, loan (except for a loan made in
accordance with 11 CFR 100.8(b)12)),
advance, deposit, or gift of money or
anything of value, made by any person
for the purpose of influencing any
election for Federal office is an ex-
penditure.

() For purposes of 11 CFR
100.8(a)(1), the term ‘“payment” In-
cludes payment of any interest on an
obligation and any guarantee or en-
dorsement of a loan by a candidate or
a political committee.

(i) For purposes of 11 CFR
100.8(a)(1), the term ‘“payment” does
not include the repayment by a politi-
cal committee of the principal of an
outstanding obligation which is owed
by such committee, except that the re-
payment shall be reported as disburse-
ments in accordance with 11 CFR
104.3(b).

(iif) For purposes of 11 CFR
100.8(a)(1), the term “money"” includes
currency of the United States or of
any foreign nation, checks, money
orders, or any other negotiable instru-
ment payable on demand.

(iv)(A) For purposes of 11 CFR
100.8(aX1), the term “anything of
value” includes all in-kind contribu-
tions. Unless specifically exempted
under 11 CFR 100.8(b), the provision
of any goods or services without
charge or at a charge which is less
than the usual and normal charge for
the goods or services is an expendi-
ture. Examples of such goods or serv-
fces include, but are not limited to: se-
curities, facilities, equipment, supplies,
persoanel, advertising services, mem-
bership lists, and mailing lists. If goods

or services are provided at less than
the usual and normal charge, the
amount of the expenditure is the dif-
ference between the usual and normal
charge for the goods or services at the
time of the expenditure and the
amount charged the candidate or po-
litical committee.
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Federal Election Commission

Where such debts and obligations are
settled for less than their reported
amount or value, the reporting com-
mittee shall include a statement as to
the circumstances and conditions
under which the debt or obligation
was extinguished and the amount
paid.

(b) A debt, obligation, or other
promise to make an expenditure, the
amount of which Is $500 or less, shall
be reported as of the time payment is
made or no later than 60 days after
such obligation is incurred, whichever
comes first. Any loan, debt or obliga-
tion, the amount of which is over $500
shall be reported as of the time of the
transaction.

§104.12 Beginning cash on hand for polit.
ical committees.

Political committees which have
cash on hand at the time of registra-
tion shall disclose on their first report
the source(s) of such funds, including
the information required by 11 CFR
104.3(a)(1). The cash on hand balance
is assumed to be composed of those
contributions most recently received
by the committee. The committee
shall exclude from funds to be used
for Federal elections any contributions
not permissible under the Act. See 11
CFR Parts 110, 114, and 115.

$104.13 Disclosure of receipt and con-
sumption of in-kind contributions. ’

(a) (1) The amount of an in-kind
contribution shall be equal to thg
usual and normal value on the date re-
ceived. Each in-kind contribution shau‘
be reported as a contribution in ac-
cordance with 11 CFR 104.3(a).

(2) Except for items noted in 11 CFR
104.13(b), each in-kind contribution
shall also be reported as an expendi-
ture at the same usual and normal
value and reported on the appropriate
expenditure schedule, in accordance
with 11 CFR 104.3(b).

(b) Contributions of stocks, bonds,
art objects, and other similar items to
be liquidated shall be reported as fol-
lows:

(1) If the item has not been liquidat-
ed at the close of a reporting period,
the committee shall record as a memo
entry (not as cash) the item’'s fair
market value on the date received, in-

89

§ 104.14

cluding the name and maliling address
(and, where in excess of $200, the oc-
cupation and name of employer) of
the contributor.

(2) When the item {s sold, the com-
mittee shall record the proceeds. It
shall also report the (i) name and
maliling address (and, where in excess
of $200, the occupation and name of
employer) of the purchaser, if pur-
chased directly from the candidate or
committee (as the purchaser shall be
considered to have made a contribu-
tion to the committee), and (i) the
identification of the original contribu-
tor.

§104.14 Formal requirements regarding
reports and statements.

(a) Each individual having the re-
sponsibility to file a designation,
report or statement required under
this subchapter shall sign the original
designation, report or statement.

(b) Each political committee or
other person required to file any
report or statement under this sub-
chapter shall maintain all records rele-
vant to such reports or statements as
follows:

(1) Maintain records. including bank
records, with respect to the matters re-
quired to be reported, including vouch-
ers, worksheets, receipts, bills and ac-
counts, which shall provide In suffi-
cient detail the necessary information
and data from which the filed reports
and statements may be verified, ex-
plained, clarified, and checked for ac-
curacy and completeness;

(2) Preserve a copy of each report or
statement required to be filed under
11 CFR Parts 102 and 104;

(3) Keep all reports required to be
preserved under 11 CFR 104.14 avail-
able for audit, inspection, or examina-
tion by the Commission or its author-
ized representative(s) for a period of
not less than 3 years after the report
or statement is filed. (See 11 CFR
102.9(c) for requirements relating to
preservation of records and accounts.)

(c) Acknowledgements by the Com-
mission, the Clerk of the House, or the
Secretary of the Senate, of the receipt
of Statements of Organization, reports
or other statements filed under 11
CFR Parts 101, 102 and 104 are intend-
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limited to, payroll deduction or check-
off systems, other periodic payment
plans, or return envelopes enclosed in
a solicitation request.

(g) “Method of soliciting voluntary
contributions” means the manner in
which the solicitation is undertaken
including, but not limited to, mailings,
oral requests for contributions, and
hand distribution of pamphlets.

(h) ‘““Stockholder’” means a person
who has a vested beneficial interest in
stock, has the power to direct how
that stock shall be voted, if it is voting
stock, and has the right to receive divi-
dends.

(i) “Voluntary contributions” are
contributions which have been ob-
tained by the separate segregated fund
of a corporation or labor organization
in a manner which is in compliance
with § 114.5(a) and which is in accord-
ance with other provisions of the Act.

(2 U.S.C. 431(8XB)il), 432(cX(3). 438(ax8),
441b; 2 U.S.C. 441D, 437d(ax8)

(41 FR 35955, Aug. 25, 1976, as amended at
44 FR 63045, Nov. 1. 1979; 45 FR 15125, Mar.
7. 1980. 45 FR 21210, Apr. 1, 1980; 48 FR
50508, Nov. 2, 1983)

§114.2 Prohibitions on contributions and
expenditures.

(a) National banks. or corporations
organized by authority of any law of
Congress, are prohibited from making
a contribution or expenditure, as de-
fined in § 114.1¢a), in connection with
election to any political office, includ-

ing local, State and Federal offices, or -

"in connection with any primary elec-
tion or political convention or caucus
held to select candidates for any politi-
cal office, including any local, State or
Federal office.

(1) Such national banks and corpora-
tions may engage in the activities per-
mitted by this part, except to the
extent that such activity is foreclosed
by provisions of law other than the
Act.

(2) The provisions of this part apply
to the actlvities of a national bank or
corporation organized by any law of
Congress in connection with both
State and Federal elections.

(b) Any corporation whatever or any
labor organization is prohibited from
making a contribution or expenditure,

11 CFR Ch. | (1-1-88 Edition)

as defined in § 114.1¢(a) in connection
with any Federal election.

(c) A candidate, political committee,
or other person is prohibited from
knowingly accepting or receiving any
contribution prohibited by this sec
tion.

(d) No officer or director of any cor-
poration or any national bank, and no
officer of any labor organization shall
consent to any contribution or expend.
iture by the corporation, national
bank, or labor organization prohibited
by this section.

§114.3 Disbursements for communics-
tions in connection with a Federal elec.
tion to restricted class.

(a) General (1) A corporation may
make communications including parti-
san communications to its stockhold-
ers and executive or administrative
personnel and their families on any
subject. A labor organization may
make communications including parti-
san communications to its members
and executive or administrative per.
sonnel and their families on any sub-
ject. Corporations and labor organiza.
tions may also make the nonpartisan
communications permitted under 11
CFR 1144 to their restricted class or
any part of that class. No corporation
or labor organization may make con-
tributions or expenditures for partisan
communications to the general public
in connection with a federal election
and no national bank or corporation
organized by authority of any law of
Congress may make contributions or
expenditures for partisan communica-
tions to the general public in connec-
tion with any election to any political
office including any State or local
office.

(2) An incorporated membership or-
ganization, incorporated trade associa-
tion, incorporated cooperative or cor-
poration without capital stock may
communicate with its members and
executive or administrative personnel,
and their families, as permitted in 11
CFR 1143 (a)l) and (¢), and shall
report disbursements for partisan
communications to the extent re-
quired by 1! CFR 100.8(b)4) and
104.6.
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FEDERAL ELECTION COMMISSION _
wasmncmo.czqm 1 Movenber 2, 1988 : L.
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RE: MUR 2758

Dear Ms. Paine: . _ L . ;

o - -
o i
This letter acknowledges receigt on November 1, 1968, of

~N your complaint asainst Friends O0f * Peter Grusnstein and Elvin
erucia, as treasurer, silleging viciations of the Federal Eiection
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FEDERAL ELECTION COMMISSION

WASHINGTON: D.C. 20463
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EXPEDITED FIRST “m -3 PH 2: 36

COMPLAINANT: Marylin Paine
RESPONDENTS : Friends of Peter Gruenstein,
and Elvin Brudie, as treasurer
Carr-Gottstein Properties, Inc.
RELEVANT STATUTES: 2 U.S.C. § 434
2 U.S.C., § 441b
11 C.F.R. § 104.13(a)
INTERNAL REPORTS CHECKED: Disclosure Reports
FEDERAL AGENCIES CHECKED: None

I. SUMMARY OF ALLEGATIONS

This Office received a complaint from Marylin Paine of
Anchorage, Alaska alleging violations of the Act by Friends of
Peter Gruenstein (the "Committee"), the principal campaign
committee of Peter Gruenstein, a candidate for Congress in the
current election cycle, and by Carr-Gottstein Properties, Inc.
("Carr-Gottstein") of Anchorage, Alaska. The Complainant alleges
that the Committee knowingly accepted prohibited in-kind
contributions from a corporation, Carr-Gottstein, in the form of
reduced rental charges on property the Committee rented from
Carr-Gottstein. The Complainant claims that Carr-Gottstein has
been renting office space to the Committee in excess of 1,000
square feet for two hundred dollars per month, which is much less
than Carr-Gottstein typically receives for its rental properties.
Accordingly, the Complainant alleges that the reduced rental rate

constitutes an in-kind contribution from Carr-Gottstein to




the Committee (apparently in an amount equal to the usual charge

for the rental property less the reduced amount actually paid by
the Committee to rent the property). Additionally, the
Complainant asserts that the Committee failed to report this in-
kind contribution on its disclosure reports. In support of its
allegation, Complainant attaches two pages of recent disclosure
reports filed by the Committee with the Commission which show
disbursements of $200.00 on July 28, 1988 and August 28, 1988 for
"Anchorage office rent" and “"rent."
II. PRELIMINARY LEGAL ANALYSIS

It is unlawful for any corporation to make a contribution in
connection with any election to any political office. 2 U.S.C.
§ 441b(a). Additionally, section 44lb(a) provides that it is
unlawful for any political committee knowingly to accept any
prohibited corporate contribution. For purposes of this rule,
the term "contribution® includes anything of value to any
campaign committee in connection with any election to Congress.
2 U.S.C. § 441b(b) (2). Elsewhere, the Regulations provide that
the provision of goods or services at a charge which is less than
the usual and normal charge for such goods or services is a
contribution. See 11 C.F.R. § 100.7(a) (1) (iii) (A).

2 U.S.C. § 434 requires the treasurer of a political
committee to file reports of receipts and disbursements,
Furthermore, the Regulations provide that each in-kind

contribution must be reported as a contribution in an amount




equal to the usual and normal value of such contribution.

11 C.F.R. § 104.13(a). The Regulations further provide that each
in-kind contribution shall be reported as a contribution and as
an expenditure in accordance with the rules regarding the
reporting of receipts and disbursements. Id.

If the allegations the Complainant made are true, it would

appear that the Committee violated 2 U.S5.C. §§ 441b and 434, and

11 C.F.R. § 104.13(a). Additionally, it would appear that Carr-
Gottstein violated 2 U.S.C. § 441b. Therefore, the Office of
General Counsel believes that it is necessary to await the
Respondents' replies to the complaint before making

recommendations to the Commission regarding this matter.

Lawrence M. Noble
General Counsel

/j"fzg"g;ig?// BY: =;2§;Q<, )<j7,;22;-—:t‘—&‘/;}ﬁél\

Date Lois G. Lerner =
Associate General Counsel

Staff Person: Janice Lacy




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

MEMORANDUM

TO: LAWRENCE M. NOBLE
GENERAL COUNSEL
FROM: Q/ﬂARJORIE W. EMMONS/JOSHUA MCFAD

DATE: .1“ NOVEMBER 4, 1988

SUBJECT: MUR 2758
FIRST GENERAL COUNSEL'S REPORT
SIGNED NOVEMBER 3, 1988

d7 A0

The above-captioned report was received in the
Secretariat at 2:36 p.m. on Thursday, November 3,
1988 and circulated to the Commission on an expedited
no-obJjection basis at 4:00 p.m. on Thursday,

November 3, 1988.
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There were no objections to the report.
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SENOVI7 PHID 16
PO Box 108471

Anchorage, Alaska 99510 November 13, 1988
(907) 278-1000

TO: General Counsel
Re: Complaint MUR 2758

Dear Sir or Madanm,

e Hd L) /0N 88

12

As the former Campaign Manager of the Peter Gruenstein for Congress
Campaign, I am hereby responding on behalf of treasurer Eivin Brudie to
complaint MUR 2758. Since I will shortly be leaving the State of Alaska,
Mr. Brudie or another designee will respond to all future matters.

The charge that our Anchorage office rent was "less than the usual

charge for the goods and services®” is demonstrably false for the following
reasons:

(1) The rent of $200 a month was the same as the previous renter, Walsh
for Mayor, paid in 1987.

7 K

(2) Before Valsh for Mayor, also a political campaign, occupied the
space, it was vacant for a significant period of time.

(3) When we began our lease, the office had ripped carpet, walls that
had not been painted since the previous campaign, old pipes coming through
the floor, and broken linoleum. It is unlikely the office could have been
rented to anything other than a political campaigr without major, costly
repairs. (photographs can be provided at request).

e/
~
€2
<
=

(4) The Anchorage real estate market is still extremely depressed.
Within two hundred yards of our office are other unrented storefronats.

R

(5) Our lease provided that either party may terminate the lease at 72
hours notice, significantly less notice than in most leases. Our
understanding with the landlord was that if they found a tennant willing
to pay more rent, we would vacate within 72 hours. Although both sides

originally anticipated that such an outcome was very likely, it never
happened.

]

Clearly, our campaign paid the fair market value for our rent.
Consequently, it is obvious that the charges that we accepted an

unreported in-kind contribution and an illegal corporate contribution are
false.

Sincerely,

@
‘kl A

Joel Berg

Q 'V




WILEY, REIN & FIELDING

1776 K STREET, N. W.
WASMINGTON, D. C. 20008
(202) 420-7000

TELECOPIER
(202) 429-7049
TELEX 248349 WYRN UR

JAN W. BARAN
(202) 429-7330

November 23, 1988

Lawrence M. Noble, Esquire
General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463
Attn: Janice Lacy

Re: MUR 2758

Dear Mr. Noble:

This Response, including the attached affidavit, is

g0:1 Hd €2 AONEB

submitted on behalf of Carr-Gottstein Inc. ("Respondent") in
reply to a complaint filed by Marilyn Paine and designated
Matter Under Review ("MUR") 2758. Also, enclosed is the

Designation of Counsel, signed by Robert Gottstein,

designating the undersigned as Counsel for Respondent in this

MUR. For the reasons set forth herein, the Federal Election
Commission ("FEC" or "Commission") should find no reason to
believe that Respondent violated any provisions of the

Federal Election Campaign Act of 1971, as amended ("the
Act").

THE COMPLAINT

Complainant alleges that Carr-Gottstein Properties, Inc.

made an in-kind corporate contribution to the Friends of
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Lawrence M. Noble, Esq.
Page 2
November 23, 1988

Peter Gruenstein which is prohibited under the Act and
regulations. Complainant contends that "[e]ven in the
depressed Anchorage real estate market" a contribution
resulted from the rental of office space to the Friends of

Peter Gruenstein for $200 per month.

RESPONSE

ARGUMENT AND LEGAL ANALYSIS

The sole issue in this matter is whether Carr-Gottstein,
Inc. ("Carr-Gottstein") appropriately charged Peter
Gruenstein $200 per month for the rental of office space.
Under the Federal Election Campaign Act of 1971, as amended
(" the Act"), the term contribution is defined as "any gift,
subscription, loan, advance, or deposit of money or anything
of value made by any person for the purpose of influencing
any election for Federal Office."™ 2 U.S.C. § 431(8)(A)(1i).
The regulations define the term "anything of value" to
include an in-kind contribution. However, an in-kind
contribution occurs only when a candidate is provided goods
or services "at a charge which is less than the usual and
normal charge for such goods and services." 11 C.F.R. §
100.7(a) (1) (iii) (A).

Thus, the issue in this matter is further limited to
whether Carr-Gottstein rented office space to Peter

Gruenstein at the usual and normal charge for that office
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Lawrence M. Noble, Esq.
Page 3
November 23, 1988
space. The term "usual and normal charge" is defined as
"[tlhe price of those goods in the market from which they
ordinarily would have been purchased.” 11 C.F.R. §
100.7(a) (1) (iii) (B). As seen below, Carr-Gottstein charged
Peter Gruenstein precisely the usual and normal charge for
the unit rented. In fact, Carr-Gottstein entered into an
arms-length transaction with the Friends of Peter Gruenstein
in the ordinary course of business for the rental of a vacant
unit at 2770 Minnesota Drive. In so doing Carr-Gottstein
took precautions to ensure that its rental of the unit
complied with the Act.

Discussion

In March of 1988 Peter Gruenstein approached Robert
Gottstein, Director of Retail Development for Carr-Gottstein,
regarding the rental of retail space at 2770 Minnesota Drive
in Anchorage Alaska. See Affidavit of Robert Gottstein in
MUR 2758 (hereafter "Gottstein Aff.") at 99 1, 6. Carr-
Gottstein had previously rented this precise space to the
Walsh for Mayor Committee for $200 per month, id. at § 6, a
rate considered to be the fair market value of the unit. The
unit remained unoccupied after the Walsh for Mayor Committee
vacated, producing no income. 1d. at 99 6, 8. Thus, when
Peter Gruenstein found this unit suitable for his needs,

Carr-Gottstein Properties entered into a month to month

tenancy with him at a rental fee of $200 per month, the same
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Lawrence M. Noble, Esq.

Page 4

November 23, 1988

amount charged the Walsh for Mayor Committee. Jd. at 99 7,
8. This was clearly the usual and normal charge for this
unit as defined by 11 C.F.R. § 100.7(a) (1) (iii) (B); a fee
which Carr-Gottstein considered to be within the ordinary
course of business.

Furthermore, Carr-Gottstein had a legitimate interest in
renting its property rather than leaving it vacant as it was.
Id. at § 10. Several factors went into the determination of
the "usual and normal charge" for this rental property, all
of which were taken into consideration when charging Peter
Gruenstein this established fee. See Gottstein Aff. at § 8.
Since this building "is one of the poorest producing
properties Carr-Gottstein, Inc. owns and is losing
significant amounts of money," id. at § 3, anything Carr-
Gottstein could do to attract tenants to the building was in
its best interest. Furthermore, this property was rented to
Peter Gruenstein on a month to month basis so that Carr-
Gottstein could rent the property to a long term tenant if
one came to its attention. Id. at § 8. However, the unit
had been vacant with no other potential lessee intereste? in
the property. 1Id. Carr-Gottstein made a sound business
decision, therefore, in renting the unit to Peter Gruenstein.
See 1Id. at ¢ 8.

In addition, Carr-Gottstein was aware of the

requirements of the Act prior to entering into this rental
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Lawrence M. Noble, Esq.

Page 5

November 23, 1988

agreement with Peter Gruenstein. Id. at § 9. Both Carr-
Gottstein and Peter Gruenstein were concerned that the fair
market value for the unit was charged. Thus, a standard
rental agreement was prepared and approved by both parties to
the transaction. See jd, Exhibit 3. In so doing, Peter

Gruenstein was committed to renting the unit at the usual and

normal fee charged for the unit. JId. at § 9. The resulting

contract met the requirements of the Act and was clearly

within the ordinary course of business.

CONCLUSION

Carr-Gottstein, Inc. entered into a rental agreement
with the Committee in the ordinary course of business,
renting office space to the Friends of Peter Gruenstein at
the fair market value as previously established for the unit
in question. Thus, no in-kind contribution occurred.
Accordingly, the Commission should find no reason to believe
that Carr-Gottstein, Inc. violated the Act.

Sincerely,

ﬁ%‘k' JEAL

an W. Baran
Carol A. Laham

Counsel for Carr-Gottstein
Properties, Inc.

cc: Robert Gottstein




ATEMENT OF GRATION OF BL
MUR 2758

MANE OF COUWSEL: _Jan V. Baxan
ADDRESS : Wiley ,Rein & Fielding
1776 K Street, N, W,
Washinoton ,D.C, 20006 _
(202) 429-7330

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

/-7 - €%

Date Signature.

Carr-Gottstein ,Irc.

6401 A Street

Anchorage, Alaska 99518
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BEFORE THE FEDERAL ELECTION COMMISSION

City of Anchorage )
) MUR 2758
)

Third Judicial District

AFFIDAVIT OF ROBERT GOTTSTEIN
ROBERT GOTTSTEIN being first duly sworn deposes and says:

1, I am Robert Gottstein, Director of Retail Development
for carr-Gottstein Inc,

2, Carr-Gottstein Inc. owns and rents retail office space
in Anchorage, Alaska. One of the properties owned and rented
by Carr-Gottstein Inc. is at the corner of Northern Lights
Blvd. and Minnesota Drive. (2770 Minnesota Drive)

| 3. This particular property at Northern Lights Blvd. and
Minnesota Drive is one of the poorest producing properties
Carr-Gottstein Inc. owns and is losing significant amounts of
money. Attached as Exhibit 1 is a list which I have prepared
identifying the current rental of retail space in this
building.

4. As can be seen, this property consists of five (5)
units of retail space for rent. This building is not a
profitable building for Carr-Gottstein Inc. Indeed, rent has
decreased in this building on a steady basis when it is even
possible to collect rent from a tenant. Two of five tenants

have occupied the space rent free over the course of much of

the last twentyv (20) months.




o2 As an example, unit 140 had been occupied by
Martinizing Cleaners from January, 1987 through July, 1987 when
it went bankrupt. Carr-Gottstein Inc. d4id not receive any rent
from January through May, 1987 despite the fact that the unit
was occupied. Moreover, after that tenant went bankrupt,
Carr-Gottstein Inc. received no rent for that unit from July,
1987 through July, 1988. That unit is now occupied by Westside
Cleaners, and the equipment is now owned by the Small Business

Administration. Carr-Gottstein Inc. splits the proceeds from

Wesqside Cleaners on a 50/50 basis- with the Small Business

Administration. As can be seen, no payment was received for
either August or October of this year, and when payment is
made, it is minimal.

6. In March of 1988, Peter Gruenstein approached me
regarding the rental of retail space at 2770 Minnesota Drive
for his campaign headquarters. This space had previously been
rented to the Walsh for Mayor Committee as 1its campaign
headquarters. The Walsh campaiqgn occupied this unit on a month
to month tenancy at a rental of $200 per month. After the
Walsh Committee vacated unit 130 in mid-November 1987, it
remained vacant.

7. Thereafter, Peter Gruenstein sought space for his
congressional campaign committee. Mr. Gruenstein 1looked at
unit 130 which had previously been rented to the Walsh for

Mavor Campaign and found it suitable.
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8. This unit was rented to Mr. Gruenstein for $200 per

month based on several factors: 1) the very same unit had

previously been rented for $200 per month; 2) the unit remained

unrented after Mr. Walsh's Campaign Committee vacated: 3) this

is not an income producing building, and as acknowledged by the

complaiat in this matter, the Anchorage real estate market {s

depressed: 4) the lease provided for a termination within 72

hours notice so the property would be available immediately if

another tenant came to our attention:; 5) space is often made

available to tenants at no cost so that {t will not remain

vacant and to attract other potential tenants to the building.

9, I was awvare at the time of rental that the Federal

Election Campaign Act of 1971, as amendéd, required

Carr-Gottstein to rent space to a candidate for Federal office

at a commercially reasonable rate. Both Mr. Gruenstein and I

were concerned about election law issues as evidenced by the

Given the above factors, I

letter attached as Exhibit 2.

considered $200 per month based on the above factors and

conditions commercially reasonable and within the normal and

ordinary course of business. A standard month-to-month rental

agreement was prepared and approved by Peter Gruenstein and

myself, Exhibit 3.

Inc. had no desire to make, or

10, Carr-Gottstein

Rather,

interest in making a contribution to Peter Gruenstein.

my primary interest as Director of Retail Development was

renting a vacant unit in an unprofitable building.




Robert Gottstein

Signed and sworn to before me this day of November, 1988.

Notary Public
My Commission Fxpires: lg-q-qg

~
~N
=
e
r

<
Lav
o
<




WY 1988 A6 1988 SEPY 1988 OCH 1988

4366
$38
w0 17

L1
“.10

$0.00

®,0%0
050
3"

$0.00

|
®,69

' 9,209
' b

$200
. 10

&
%
#®.00

$0.00

®, 82
s2 622
s}, 00

%200
$0. 10

&
E~E

349
$249
$0. 11

18, M7
%0
w.w

42,030
$2,030
s).69

4200
$200
$0.10

W

¥
10
. 00

88,447
®
$0.00

2,030
42,030
11,69




7940760774

. F1. UL L JAK 1987 FEB 1987  MAR 1987 APR 1987 MAY 1987 JINE 1987 LY 1987 AUG 1987 SEPT 1987 OCT 1967 MOV 1987 IEC 1987 JAI 1993 FED 1908 'OR 1900 2 (98 W 19  RIE 198

2,208 MESISIDE WARL/CLLAMERS
e B e %% U8 ® w ® I - S
| 35
RLEIVID MR SO. FI. $0.00 . 40,00 $0.00 $0.13 3 3 90.00 0.0 00.00 90.60 90.00

" I BUKEH)!
b CONTRRCY KGNT BILLED “h'i’ 48.39 00,447 L LU
PYMENT BECE IVED S 0 [ [ % [ “ [ [ » (]
NCEIVED PER SD. FT. 90,06 0. 00 .60

MOEIVED PER 0. FT. & .2 8 . & . & , %‘ '&. “‘-“ s:‘

2,000 N IGHIORHD0D VILED
CONIRRCT MENY DILLED

PANENT RECEJVED
RECEIVED PER 50. F1.

2,830 CREEXSIDE VIDED
CONTRACY RENT BILLED
PAWENT RECEIVED
BECED/ED MER SB. FT,

2,063 WRSLSH/ERENSTL 1N
CONTRACT BENT BILLED
PAMENT RECE IVED
RECEIVED PR SO, FT.




b L L 0SS 0 UP U o8




N
~
~
(e,
Q9
~

<
c
o
o

FRIENDS OF PETER GRUENSTEIN

P.O. Box 104871, Anchorage, Alaska 99510-4871 RECEIVED
MAR 9 1925

CARR-GOTTS T,
PROPERTIES

March 8, 1988

Robert Gottstein
CARR-GOTTSTEIN PROPERTIES, INC.
5§4C1 A Street

Anchorage, Alaska 99503

Re: Gruenstein for Congress Headquarters
Dear Robert:

Last night I went over to the old Walsh headquarters
at the 2700 block of Minnesota and looked inside. It appears
almost ideal for our headquarters.

Since our telephone conversation, I have thought
about the terms, and discussed them with several individuals.
I think that, under FEC law, the $200 per month arrangement
would work out fine with the following terms and concomitant
justifications.

Under the terms of the lease, Carr-Gottstein should
have the right to require us to vacate the premises upon
extremely short notice -- say, 72 hours.

(Additionally, we understand that the Gruenstein for
Congress sign on the outside of the building must be
professional in appearance and is subject to your approval.)

This would allow you to justify the low rent for the
following reasons:

o The property has been vacant, except for use as
another campaign headquarters, for a significant
period of time.

° The high visibility of its use, as well as the high
traffic in the headquarters, would help promote its
rental.

D Pad for by Friends of Peter Gruenstein, Eivin Brudie. T & =
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Robert Gottstein
Page 2
March 8, 1988

° $200 is better than nothing.

L The high traffic at the campaign headquarters will
be beneficial to other tenants, particularly the
frozen yogurt store.

Moreover, I feel comfortable with the arrangement
because the APOC and FEC regulations with respect to fair
market value determinations seem to be similar, if not
identical. Since no one apparently questioned the propiety of
Carr-Gottstein's arrangement with the Walsh campaign, this
gives me additional confidence that a similar arrangement with
my campaign is both legal and appropriate.

Although we will probably not officially open the
headquarters until sometime in early April, we would like to
take possession at the earliest practicable date. I would be
happy to sign a lease agreement as soon as one is drawn up.

Thank you very much for your interest in working out
a mutually beneficial arrangement with respect to this
property.

Singerely,
[—

ETER GRUENSTEIN

PG:mal
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MONTH TO MONTH
Retail Lease

THIS LEASE, dated this day of
19 . between CARR-GOTTSTEIN PROPERTIES, a Diviaion of
carr-Gottstein, Inc.., an Alaska corporation, (hereinafter
referred to as "Landlord”), and PETER GRUENSTEIN, an individual
(hereinafter referred to as "Tenant®).

WITNESSETH

1. BASIC PROVISIONS: DENISED PREMISES: COMMON AREAS:
MEZZANIME SPACE: CERTAIN DEPIMED TERMS

l.1 Certain basic terms of this Lease are set forth below.
Each of these terns shall be construed in the context of any
specific provisions relating thereto which may appear elsewhere
in this Lease.

(a) Demised Premises: Store No. 130 on Level 1.

(b) Floor Area of Demised Premises: 2065 square

feet.
(c¢) Security Deposit: Zero dollars (S0).
(d) Lease Term: Month to Month.
0 (e) Monthly Rent: TWO HUNDRED Dollars
{§200.00). -
(€£) Tenant's Trade Name : Gruenstein
™~ Headquarters.
(g) Tenant's Use Clause: Campaign headquarters.
™. (n) Guarantor/s): None.
Lo (i) Address for Notices:
Ko ) TENANT: -
Peter Gruenstein
~ - P.O0. Box 1043871
Anchorage, AKX 99510-4871
©
LANDLORD:
w larr-Gottstei1n Properties
6401 A Street
C Anchorage, AK 99518
~ {j) Address for Payment of Rent:
T e 6401 A Stree:
< Ancnorage. AK 39518
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1.2 The following exhibits are a part of this Lease:

Exhibit Legal Description of Property

Exhibit Demised Premises Location and Dimension Plan
Exhibit Description of Landlord‘'s Work and Tenant's Work
Exhibit Sign Regulations

Exhibit Rules and Regulations

Exhibit Certificate of Insurance

1.3 Landlord does hereby lease and demise unto the Tenant,
and Tenant does hereby take and rent from Landlord, subject to
the terms and conditions of this Retail Lease ("Lease®), all
those certain premises located in the Building or otherwise on
the Property (as such terms are hereinafter respectively
defined). The boundaries and locations of the Property and the
Building are depicted on Exhibit "B" attached hereto and by this
reference made a part hereof, and the certain premises creating
and altogether totaling a Gross Leasable Floor area of
approximately 2,065 square feet, together with improvements to be
constructed and veing, from time to time, constructed thereon
pursuant to the provisions hereof, which said premises and
improvements are hereinafter collectively referred to as the
"Demised Premises”, The Demised Premises shall not include
plumbing, heating, ventilating, electrical and air conditioning
ducts, conduits and equipment located within the walls,
partitions, floors and,/or ceilings of the l2mised Premises which
are not devoted for the exclusive use of Tenant.

1.4 As used nere:in, the term "Property" means the real
property more particularly described i1n the legal description of
tne "Property", attached hereto and by reference made a part
hereof as Exhibit "A", together with the improvements 1in
existence and being and to be constructed thereon, which may
include retail space, Common Areas, Automobile Parking Areas and
such other areas as Landlord may designate.

1.5 As used herein, the term "Building®™ means the
1mprovements whicn, at the time of execution of this Lease, are
constructed, oOr are being or may be constructed on the Property,
or on additions thereto, and wnich are, or are 1i1ntended to Dbe
known as "“Westside Center”.

1.6 As used herein, tnhne term "Common Areas” means all
portions of the Property wnich are not leased to or held for
lease to tenants, except as hereinafter set forth or as otherwise
designated by Landlord, and, without limiting the generality of
the foregoing, snall i1nclude all open or enclosed mall areas, 1f
any, all entrances and exits (including ramps;) on the Property to
public roads, sidewalks anad to other public facilities (including
stairways, escalators, eievators and equipment, ducts and shafts
located within tne Clommon Areas), palconies, comfort, first-aid
and rest stations, areas Or washrooms for puplic use, 1if any,
parcel pick-up stations, piblic pncne oootns, Automooile Parking
Areas as hereinafter defined, delivery vehicle service or
loading/unloading areas, and alil other 1mprovements or
installations provided fcr the gJeneral use or convenience of
_andlord, Tenant and, or tne otner tenants cof tne Property and/or
the 3uilding and’or thelir respective employees, customers,
visitors, licensees and invitees: out the lJcmmon Areas shall
exclude tne Dem:sed Premises and al. areas on the Property and in
tne B8uilding lieased or neld for lease toO tenants.

1.7 As used nerein, tne term "Retail Space" means floor
area aesignated oy lLang.ord Ifor =eta.li Zales use.

1.3 As used nerein, :ne term "Retail Sales” means the sale
of goods, services or consumer articles directly to consumers and
at prices whicn customarily attend sales of such goods and
services 1n 1ndividual Or other 3mall Juantlties,

-2-
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1.9 A8 used herein, the term “"Automobile Parking Areas"
mesns those areas of the Property and the Building devoted to
sutomobile parking facilities and all access roads and driveways
located in or providing access to the automobile parking
facilities and all easements appurtenant to the automobile
parking facilities.

1.10 Nothing herein contained shall be construed as a
lease, grant or license by Landlord to Tenant of the floors,
ceilings, roof or exterior walls of the Building, or of the
Automobile Parking Areas., or of the Common Areas, except to the
extent herein expressly provided.

1.11 tLandlord may increase, reduce or change the number,
dimensions and locations of the Common Areas, the Automobile
Parking Areas, and any of the public portions of the foregoing in
any manner whatsoever as Landlord shall deem proper.

2. USB OF DEMISBD PREMISES

2.1 The Demised Premises shall be used for only the
operation therein of uses and facilities in the manner and under
the style and trade name set forth in Section 1l.1(f) and 1l.1l{(g),
and for no other purpose or purposes.

3. LBASE TERM: CANCELLATION DATE

3.1 The term shall be month to month. Either party may
terminate this lease by giving written notice to the other at
least seventy-two (72) hours prior to the termination.

3.2 If Landlord is unable to give possession of the Demised
Premises on the date of commencement of the term hereof, by
reason of holding over or retention of possession by any tenant
or occupant, or for any other reason, Landlord shall not be
subject to any liability for failure to give possession on said
date. Under such circumstances, the rents reserved and
covenanted to be paid herein, shall not commence until the
possession of the Demised Premises is tendered by Landlord's
notice to Tenant that the same is ready for occupancy.

4. OCCUPANCY DATE: RENT COMMENCEMENT DATE

4.1 Tenant shall bpe permitted to take possession of the
Demised Premises on March 20, 1388. The Rent Commencement Date
shall be April 1, 1988

4.2 In the event tnhis Lease shall be terminated and/or
Tenant shall be evicted as aforesaid, all leasehold improvements
constructed in the Demisea Premises shall be and remain the
property of Landlord and shall not be credited against the amount
of damages otherwise payaole. In addition, Tenant shall be
cbligated to pay Landlord for the cost of the construction of all
leasehold improvements on tne Demised Premises which Landlord or
its designee has performed, together with any sums which Landlord
or its designee may be contractually required to pay., regardless
of whether performance was commenced or completed.

4.3 At the expiration or earlier termination of the term of
this Lease, the Tenant w:ll peacefully surrender possession of
the Demised Prem.ses to the Landlord broom-clean, 1in good order,
condition and repair, reasonable wear and tear excepted and
damage by fire or other casualty not due to act or omission of
Tenant excepted.




5.1 The.amount of rental Tenant shall pay to Landlord for
each Lease Month shall be the amount set forth in Section 1l,l(e).
The Rent shall be paid in advance on or before the first day of
each month during the term of this Lease.

5.2 If the Rent Commencement Date is not the first day of
a calendar month, Tenant shall pay to Landlord on the Rent
Commencement Date an amount calculated by dividing the Monthly
Rent by thirty (30) days and wmultiplying this number by the
number of days remaining until the following calendar month.
This payment shall constitute rent until the following calendar
month.

5.3 LATB CHARGES. Any Rent not paid within five (5) days
of the due date shall entitle Landlord to a late payment secrvice
charge (to cover Landlord's administrative and overhead expenses
of processing late payments) from Tenant, due and payable on
demand, which charge shall be equal to the greater of ONE HUNDRED
Dollars and NO/100 ($100.00) or five percent (5%) of such unpaid
sum.

5.4 INTEREST. From and after the due date of any payment
of Rent, Percentage Rent, Adaitional Rent or other payments owed
to the Landlord, 1interest shall, at Landlord's option, accrue on
the unpaid portion thereof at the rate which is the lesser of one
and one-half percent (1-1/2%) per month or the maximum rate
allowed by law on the date this Lease was first executed, and
such interest shall be 3ue and payable on d2mand. Such interest
shall be deemed Additional Rent hereunder and shall pe
collectible as such.

5.5 BAD CHECK. Any payment of Rent that 1s returned due
to insufficient funds or stop payment order w1ll be treated as a
late payment such that Landlord shall be entitled to exercise the
provisions of Sections 5.3 and 5.4 above with respect thereto.
In addition to any late payment charges and interest, a service
charge of TWENTY-FIVE Dollars and NO/100 (525.00) will ope
assessed against Tenant (to cover Landlord's administrative
expenses and overnead for processing bad checks': and Landlord at
its option, may require tnat all future Rent, Percentage Rent
and/or Additional Rent oce remitted 1n the form of a Money Order
or Cashier's Certified Check. -

5.6 Receipt and acceptance by Landlord of a lesser amount
of the Rent, Percentaje Rent, Additiocnal Rent, and/or other
required payments to Landlord snall not pe deemed to be other
than part payment of the full amount then due and payable, nor
shall any endorsement or statement on any check or letter
accompanying any check, payment of rent or other payment, be
deemed an accord and satisfaction:; and Landlord may accept such
payments without prejud.ce to Landlord's right to recover the
talance due and payaole 5r pursue any other remedy at law or 1n
eguity.

5.7 Notning here:n contained shall be Jdeemed or construed
as creating a8 partnership Oor oint venture between Landlord and
"enant, oOr “between the Landiord and any otrer party, or cause
Landlord to bpe responsicie for tre debts and ooligations of
Tenant, Or any other partv.

6. SECURITY DEPOSIT

6.1 Concurrently witn the execution of tnis lLease, Tenant
shall deposit with Landiord tne sum of Zero Dollars {50}, tne
same to be neld oy Landlord without liability for 1nterest, as
security for tre full and faitnful performance dy Tenant of the
terms of this lease. If any Oof tne rents herein reserved, or
any other sum payadble by Tenant 2 lLandlord vecomes overdue and
remain reserved, or any otner sum payable by Tenant to Landlord
become overdue and remain snpaid, or snould Land.iord
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make any payments on behalf of Tenant, or should Tenant fail to
perform any Of the terms of this Lease, then Landlord, at its
option, and without prejudice to any other remedy which Landlord
may have on account thereof, shall appropriate and apply said
deposit, or so much thereof as may be required to compensate or
reimburse Landlord, as the case may be, toward the payment of
Rent or loss or damage sustained by Landlord due to the breach or
failure to perform on the part of Tenant, and upon demand, Tenant
shall restore such security to the greater of the original sum
deposited or the amount of the then applicable wmonthly
inscallment of Rent.

6.2 Conditioned upon the full compliance by Tenant of all
of the terms and conditions of this Lease and the prompt payment
of Rent, Percentage Rent, Additional Rent and all other sums due
hereunder, as and when they fall due, 3said deposit shall be
returned in full to Tenant within thirty (30) days after the end
of the term hereof.

7. LANDLORD'S WORK AND TENANT'S WORK

7.1 tLandlord shall perform, or cause to be performed, at
Landlord's sole cost and expense any work specifically designated
in Exhibit "C”", attached hereto as "Landlord's Work".

Tenant snall perform, or cause to be performed, at Tenant's
sole cost and expense any work specifically designated in Exhibit
“C", attached hereto as "Tenant's wWork".

8. REPAIRS

8.1 Throughout the term of th:s Lease and any extensions or
renevwals hereof, the Tenant shall maintain 1n good repair all
interior nonstructural portions of the Demised Premises,
including, without limitation, all fixtures, the utility lines
from the point of entrance into the Demised Premises to the point
of actual use, all doors and windows, all show windows, all
window frames and door frames, all door hardware, door hinges,
and closure devices, all moldings, trim and the like: and shall
replace, at 1ts own expense, all plate glass representing part of
the doors or windows of the ([emised Premises wnich may become
defaced, cracked or broxen during the term of this Lease. In
addition, it shall be tnhe responsibility of the Tenant, during
the term of this Lease and any extensions or renewvals hereof, at
its sole expense, to pay for tne repalr, maintenance, adjustment,
replacement and inspection costs of all electrical, heating,
ventilating and aicr conditionina and lighting equipment in the
Demised Premises, whetner or not the same were 1nitially
furnished and 1nstalled oy Landlord. in 1ts maintenance and
repalir work, Tenant shalil not :nterfere with the operation of the
Property, the Building or :ne juiet enjoyment of and access to
other tenant's prem:i:ses ana or :tne CZommcn Areas and all work
shall be appropriately snie:ced Irom view of the lommon Areas 8o
as not to detract frem tnem, and all sucn work shall be in
keeping with all applicaole ouiiding coces, ordinances and
regulations, and 1n no way harm Sr 1mpalr tne structure of any
portion of tne Property, tne 3a1iding, or :tne DJemised Premises,
ar diminish the value ztnerecf., Tne Landlord shall ce responsiple
for, and snall keep in 3joou repair, structural portions of the
Cemised Prem:ses, 1including the <foundation and supporting walls,
structural ceiling, and aii Jtility systems up to the point of
entrance 1nto the Dem.sed ~fremises, unless such repairs are
necessitated oy reason of negliijence of Tenant, 1n which event
the Tenant snall be responsiole thereocf for all costs of
effecting repalrs. Pricr to commencing any malntenance or repair
work of a nonemergency nature and prior td commencing any
refinishing. repainting and remodelina, Tenant shall give written
netice to Landlord of the 1dentity of the person or entity




selected by Tenant to perform such work. In the event of an
emergency, Tenant shall use its best efforts to provide immediate
oral notice thereof and of the indentity of the person or entity
selected. Landlord shall be entitled in either and both events
to review the qualifications of each person or entity selected by
Tenant to perform such work and may reasonably disapprove of any
person or entity on the basis of such review. Tenant may not
contract with any person or entity to perform such work prier to
Landlord‘'s approval.

8.2 Landlord reserves the right, without relieving Tenant
of its obligations hereunder, to stop heating, ventilating, air
conditioning, electric, plumbing and vertical ctransportation
services to the Demised Premises when necessary by rceason of
accident or emergency, or for repairs, alterations, replacements
or improvements of such services to the Demised Premises, the
Building or other portions of the Property, or when prevented
from furnishing such service by unavoidable delays.

8.3 Tenant covenants and agrees that it shall give prompt
written notice to the Landlord of any damage that may occur to or
in the Demised Premises. it 18 understood that Landlord shall
not be required to commence any repairs for which the Landlord
may be responsidle until after receipt of appropriate notice from
Tenant as herein set fzctn.,

8.4 It shall pe t—e oblijation of Tenant to assure that the
Premises are xept 1n a first-class, modern and attractive
retailing condition througnout the term of this Lease.

» If Tenant refiuses or otherwis2 neglects to effect
naintenance or make crepalrs 1in accordance with the provisions
nereof, or f repairs, ma.ntenance Oc refurc.shing, 1n Landlord's
business judgment, have Deen 1nadequate..  performed, or if
Landlord shall ve required to maxe exterlor :r sStructural repairs
by reason of Tenant's negligent acts or omissions, then and 1in
any of such events Lanalord shall nhave the right, bput not the
obligation, to effect such repairs Or maintenance on behalf and
for the account of Tenant, and 1:1n such event tne cosSts so
expended by Landlord shall ce reimbursed by Tenant as Additional
Rent with tne next ensu.ng installment 5¢f Meninl. Rent.

9. COMPLIANCE WITH LAWS: WASTE: DISCOUNT

& DISTRESS SALES: RULES

3.1 Tenant shall. at .(t3 own cost and expense:

{a) Zxecute 203 -omply with all federal, state
and local laas, and all jovernmental or
quasi-governmental .a~s, regulations, and 3Juidelines
presently .n effect and all additiconal and other laws,
rejulations, and :..3el:nes wnich may nereafter be
enacted Oor o intc eflect, relating to cr affecting the
Cemised Prem.ses, e Frso:erty and or t-ne 3.1lding.

N-B Zxecute and zcmply witn all rules,
regilations and rez..rerments 5f tne 32card of Fare
“ndecwriters, Landlcra's insurance sarr:iers, and
othercor3an.zatlons es52aclisnlng 1nsuranie rates, to the
extent tnat "e sa~e >r an, <f tnem are apolicaple to
tne Cem.sel ~Frem.ses c-r Tenant's ..se and occupancy
thecreof.
3.¢ Tenant snall -zt s.ffer, permit Sr ccmmit any waste

or nuisance JfCn OC ~i1Tnin tne Cemised ?Premises, or allow any
nea.th, 3afety or fi:re -~arards t: ex.3t tnerein.

3. TemanI 3nal. nOoI I0ORJucCt igfon Or wiwnln tnhe Cemised
’remises any auc:t.cn, 3istress, f.re, "loss cf Lease” or "going
Sut of oDusiness® <r Dan<ruigtov sale. It 18 further aqgreed tnat
Tenant srall nzzify Llandlcrd oSf ut intent.isn to conduct a
discount 3ale >r sales, .ncluidin3 the Jate cr Jates proposed, at
leasz ten lJ' Zavs oricr t> tnhe ccommencement of sucnh sale.
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9.4 Tenant shall comply with the Rules and Regulations
established by Landlord, Exhibit "P" hereto.

10. ASSIGHNNENT OR SUBLETTING

10.1 Tenant expressly covenents that it will not assign,
hypothecate, mortgage or encumber this Lease or any interest
therein, nor sublease or suffer or permit the Demised Premises
or any part thereof to be used by others.

11. OTILITIES: UTILITY CHARGES

11.1 Landlord shall, at its own cost and expense, arrange
for the furnishing of all utilities (including, without
limitation, electricity, heat, water, sewer and gas) necessary
for the operation of Tenant's business in the Demised Premises,
or the business of any permitted licensees or concessionaires
therein, and all charges therefor and costs thereof shall be paid
by Landlord directly to the applicable public utility or
governmental authority furnishing such service.

11.2 All obligations of Tenant, under this Lease, shall
continue in full force and effect and unabated notwithstanding
the delay or disruption in the furnishing of utility services as
a direct or indirect result of energy or fuel shortages.
Landlord shall not be under any responsibility or liability in
any way whatsoever for the guality, quantity, availability,
impairment, interruption, stoppage, or other 1interference with
any utility services furnished or supplied to the Demised
Premises.

12, USE OF COMMON AREAS

l2.1 1In addition to the Demised Premises, Tenant shall have
(1) the nonexclusive right 1n common with the other tenants of
the Property and the Building to use such loading facilities as
are provided by Landlord as accessory to the use of the Demised
Premises; and (ii) the nonexclusive right to use the areas
designated by Landlord, from time to time, as public portions of
the Common Areas for the purposes of ingress to and egress from
the Demised Premises. Said rignts of nonexclusive common use
and/or access in each case shall be subject to the rights of
others to use the same 1n common with Tenant, and it shall be the
duty of Tenant to keep all of said Common Area:s free and clear of
any obstructions created or permitted by Tenant or resulting from
Tenant's operation. Landlord may, at any time and from time to
time, close all or any portion of tne dedication thereof to do
and perform such acts 1n and to said Common Areas as, 1in the
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exercise of good business judgment, Landlord shall determine to
be advisable with a view to the improvement of the convenience
and use thereof by tenants, their employees. agents. customers
and invitees.

12,2 Notwithstanding anything to the contrary in this
Lease, Tenant agrees that Landlord shall, at all times, have the
right and privilege of determing the nature and extent of the
Common Areas, and <¢f making such changes, rearrangements,
additions or reductions therein and thereto from time to tife
which Landlord deems to be desirable or which are required as the
result of any federal, state or local environmental protection or
other law, rule, regulation, guideline or order. Landlord may
from time to time temporarily close the common areas or aay
portion thereof for such purposes.

12.3 Landlord has established Rules and Regulations
(Exhibit "F" nereto) for the proper and efficient use, operation
and maintenance of the Oemised Premises, the Property, the
Building and the Common Areas (including without limitation,
parking restrictions). Landlord reserves the right to change,
alter and amerd the Rules and Regulations from time to time and
shall enforce the same against Tenant and all other tenants of
the Property and the Building.

12.4 Landlord reser-es the exclusive right at any time to
utilize the common areas £or promotion, exhibits, displays,
produce shows, the leasing of Kiosks and food facilities,
landscaping, decorative 1i1tems and any othe- uses which in the
Landlord's judgment tends to attract custome:s to or benefit the
tenants of the building.

13. TENANT IMPROVEMENTS, ALTERATIONS AND
INSTALLATIONS

13.1 Tenant may not make any alterations or improvements to
the Demised Premises or install interior partitions on Mezzanine
Space floor area without prior written approval of Landlord.
Such alterations and i1mprovements, 1f approved oy Landlord, shall
be done by Tenant, at Tenant's sole cost and expense, in
accordance with such terms and conditions as nay be reasonably
established and shall be Zone in a good and workmanlike manner
using only new and first-class juality furnisnhing, fixtures and
equipment and materials and snall not i1nterfere with the
operation of the Property o>r the Building or the gquiet enjoyment
and access to other tenant's cremises and/or the Zommon Areas,
shall pe appropriately sn.elded from view of the Zommon Areas so
as not to detract from :Ine-, and snall be i1n kxeeping with all
applicaple building codes. :c3dinances and rejulations, and in no
wvay harm or impair the sir.ctire of the Cemised Premises, or

diminisn the value ther2>f, it the termination of the Lease
term Or any extension or rene.3. theredf, Tenant, 1f requested to
do 8o by Landlord, sna.. restore the CZemised Premises to

substantially the saTe ::>~::210n as existed at the Rent
Commencement Date, reasonacle .ear and tear excepted, and repair
any Jdamage thereto resultin: “rcn the installation or removal of
any such 1improvements, par:.-:ions, fixtires, or eguipment as may
have been so 1nstalled by Tenant.

13.2 Tenant agrees t> :crotect, 1ndemn::y and save Landlord
harmless on account of any 1in:iry to third cersons or property,
by reason of any such chanses, additions or alterations, and to
protect, indemnify and save landlord narmless from the payment of
any claim of any kxind or cnaracter on account of pills for labpor,
materials or utility services furnisned or claimed to have bpeen
furnished in connection therew:iIn. It is agreed, between Tenant
and Landlord, that Landlord snall not be reguired to execute an
acxnowledgement of right to lien pursuant to Alaska Statute
34.35.2€3, as now enacted or hereafter amended.
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13.3 It is Tenant's obligation, at its sole expense. to
obtain from the appropriate public authorities, plan approvals
for Tenant's alterations and submit evidence thereof to Landlord
prior the commencement of any alteration work in the Demised
Premises.

13.4 Excepting those items which Landlord specifically
requests to be removed from the Demised Premises, any
alterations, additions, improvements and fixtures therein
installed or paid for by the Tenant other than unattached movable
trade fixtures and decorations shall, upon the Expiration Date or
earlier termination of this Lease, become the property of the
Landlord.

14. INDEMNITY

14.1 Tenant shall indemnify Landlord and save it harmless
from claims, suits, actions, damages, liability and expense
(including actual attorneys' fees) in connection with loss of
life, bodily or personal injury or property damage arising from
or out of any occurrence in, upon or at the Demised Premises or
the occupancy cr use by Tenant of the Demised Premises or any
part thereof, or occasioned wholly or 1in part Dby any act or
omission of Tenant, 1ts agents, contractors, employees, servants,
invitees, licensees or concessionaires, either within the Demised
Premises or anywhere within the Common Areas. the Property and/or
the Building.

14.2 Tenant shall store 1ts property .n, and shall occupy
the Demised Premises and all other porti:>ns of the Property
and/or the Building at its own risk. Tenan: releases Landlord,
to the full extent permitted by law, from all claims of every
kind resulting 1n loss of life, personal or bodily injury or
property darmage.

14.3 Tenant shall, at 1ts sole cost and expense, Aarrange
for the furnishing of all utilities not provided by Landlord as
set forth apove (1lncluding, without limitat:on, electricity and
telephone service) necessary for the operazion of Tenant's
business in the Cemised Premises, and all :-narjes therefor and
costs thereof shall be paid by Tenant-directly to the applicaole
public utility or jovernmental autnority {irnishing such
service.

14.4 Landlord shall not pe responsivle or liable at any
time for any loss or Jdamage to Tenant's merchandise, stock-in-
trade, equipment, fixtures or other personal property of Tenant
or to Tenant's business.

14.5 Landlord shall not be responsible or .i1able to Tenant
or to those claiming Dy, through or under Tenant for any loss or
damage to el1ther the person or property of Tenant that may be
occasioned Dy or through the acts or 2s~i1ssions of persons
occupyling other areas within tne Property and or the Building.

14.5 Landliord shall not ose responsidole or .:i:aple for any
defect, latent or otnerwise, in the Cem:sed ?Premises, the
Building, the ?Property 2r 1n any otner bui.iing °5n the Property
or any of the egulpment, Tacninery, util:ti:es, appliances or
apparatus therein.

:4.7 landliord and Landlord's agents anz emzlcoyees shall nct
be liable for, and Tenant w~aives all clairs for, 1233 or damage
to Tenant's pusiness or Jamaje tO person Oor grocerty sustained by
Tenant or any person claiming tnhrough Tenant resuliting from any
accident c¢r occurrence 1i1n Or Jigcn N Jemised Premises, or any
other part of tne Property, i1ncluding, but not limited to, claims
for damage resulting from: ‘"1’ any eguipment or appurtenances
becoming out o°f repair: ‘11' any dJdefect 1n, :5r failure of
electric, plumping, neatiny, ventilating or a:r conditioning
egulpment, 1ncluding, odut not limited to, disruztion of same
caused by 3trixes, accidents, federai, state or lccal
regulations, <navailaoility at reascnaple cost of electricity,




coal, fuel, oil or other suitable fuel or energy source: (iii)
electric wiring or the installation thereof, gas, water and steam
pipes, stairs, porches, railings or wvalks: (iv) broken glass: (v)
the backing up of any sewer pipe or downspout: (vi) the bursting,
leaking or running of any tank, tub, washstand, vater closet,
waste pipe, drain or any other pipe or tank in, upon or about the
Demised Premises, the Property, the Building or any other
building or buildings on the Property: (vii) the escape of steam
or hot -water: (viii) water, snow, or ice being upon or coming
through the roof, skylignt, trap door, astairs, doorwvays, show
windows, walks or any other place upon or near the Demised
Premises, the Property, the Building or any other building or
puildings in the Property, or otherwise: (ix) the falling of any
fixcure, plascer, dry wall, tile or stucco, and (x) any act,
omission or negligence of other tenants, licensees or of any
other persons or occupants of any premises 1n the Property, or of
adjoining or contiguous buildings, or of owners of adjacent or
contiguous property.

14.8 Tenant shall g:ive actual notice to Landlord, within
three (3) working Jdays, 1n case of fire or accidents in the
Demised Premises, the Property or 1in the Building and of any
defects thereln or in any fixtures or equipment.

14.9 In the event tnat landlord shall be made a party to
any litigation commenced oy or against Tenant, then, and to such
extent Tenant shall indemnify, defend, protect and hold Landlord
harmless from any liap:ility arising therefr:m and shall pay all
Landlord's costs, expenses and actual attorn2v's fees,

15. INSURANCE

15.1 Tenant, at i1ts own cost and expense, shall obtain and
maintain n full force and effect, during the original tecrm of
this Lease and any renewals or extensions thereof, policies of
insurance covering the following risks:

‘a) fire and extended coverage., vandalism and
malicious mischief :nsurance covering all >f Tenant's
stock-in-trade, fixtures, furniture, f.rnishings,
removaole floor coverings, trade equipment, signs, and
all other deccrat claced oy Tenant :n or upon the
Demised Premises, tme extent of one nundred percent
(100%) of their f:l. insurable value without deduction
for depreciaticn, c©.t :n any event 1n an amount
sufficient to preven: Tenant from becoming a co-insurer
under the proviaicrs applicavle policies:

‘o) jeneral puplic liabdbility

sasis Wwith minimum limits of
liability in an a- . nct less tnan Five Hundred
Thousand Zollars 22,717 for codily, personal injury
or death to any onre cn and to tne l:mit of not less
than Cne Millicn Izl 3. : B for bodily
personal 1in_ury cor 3 cre person and 1in
an amount cf not » Zne =undred Thossand Dollars
($100,20C" witn resgect =: Zarmage to procerty including
wvater damage and scrin<.er leaxage _.egal liapilaty
whnlich 1ns.rance sma.. :1ornta;n a contrastual liapbilaty
endorsement <cver.:n3 t"e ~atters set farth 1in Article
20 hereof:

s, stean Ll . .7 tcnditioning and machinery
insurance f{or any : : Tent 1astalled oy Tenant of
not less than Five i Tnhncusand Collars (35500,000)
with respect to any one accijent, :1f tnere 1S a boiler
Or pressure Ob ect or other sSiTllar e3jllgment 1nstalled
oy Tenant i1n tne Zemised ‘rem.ses:

(d) ~orker's Zomgensation insurance, which
insurance snall <fontain an exgcress Jaiver of any right




of .ubfoqa:ton against Landlord: and
(@) plate glass insurance covering all plate
glass in the Demised Premises.

15.2 Whenever in Landlord's rceasonable judgment, good
business practice and changing conditions {ndicate a need for
additional and/or different types of insurance coverage, Tenant
shall, upon request from lLandlord, obtain such insurance coverage
at Tenant's expense.

15.3 All policies of insurance to be obtained and furnished
by Tenant hereunder shall be issued and carried in the name of
Landlord and Tenant, as their respective 1nterests may appear,
together with such other party or parties as may be designated by
Landlord, as their interest may appear. All such policies of
insurance snall pe 1ssued by a financially responsible company or
companies, authorized to 1ssue such policy or policies, and
licensed to do business 1n tne jurisidiction where the Property
is located, and snall contain endorsements providing as follovs:
(i) that any such insurance shall not be subject to cancellaticn,
termination or material change except after thirty (30) days
Drior written notice Dy registered mail to Landlord by the
insurance company: and .11) that Landlord shall not be liable for
any damage by fire or Other casualty covered by such insurance,
no matter how caused, 1t deing understcod that Tenant shall look
solely to 1ts 1nsurer Or insurers for creimbursement. Landlord
and Tenant wvaive thelr right to recover Zamages against each
other for any ceason ~hatscever to the ex:-at the damaged party
recovers 1ndemnity from 1ts 1nsurance car’.er. Any 1i1nsurance
d0licy procured Dy Tenant Jnich gJoes nc: name Landlord as an
additional 1nsured shall contain an expres: waiver of any raight
of subrogation Dy the 1nsurance company asainst Landlord. All
public liapility and property damage policies shall contain an
endorsement that Landlord, altnhougn named as an 1nsured, shall
nevertneless be entitled to reccover under said policies for any
loss or damage occasioned to 1%, 1ts servants, agents, and/or
employees oy reason of the negligence of Tenant or Tenant's
employees, agents, 1lnv.tees or concessiona.ras. The original
policy or policies, or duly exec.ted certi‘icates for the same
stating that the insurance carrier s: snall ji1ve lLandlord thirty
(30) days w~ritten notice prior to cancellation thereof, material
Alteration thereof, or fa:lure to renew saia polizy or policies,
together with satisfactory ev:i:dence of paymnent of the premium
thereof snall be deliverec to> Landleord on or defore the occupancy
date of this Lease, and _pon renewals of 3uch policies, not less
than tifteen (15) days ctrior ts tne expiraticn of the term of any

such coverage. The minimum Iimits of any 1nsurance coverage
required herein tO De Carr:el o, -enant snhal!l nct limit Tenant's
liapility, under Article .:I nereto.

15.4 Tenant snhall -ct 3¢, suffer to ce Jdcne, or keep, or
suffer to pbe kept anytning 17, IcdOn 3r about tnhe Zemised Premises
which will ccntravene Lanzl>rd’'s :tolizies :ins.ringa against loss
or Jamage by fire or otner ~azards, :ncluding, oSut not limited
to, public liaoilizy, =2r «-~i2n «i1ll pgcrevent Landlord from
procurring such pclicies :n :sc-can.es acceptadle to Landlord., If

> Te 3one or 3.:lered t> be done by
Tenant to De <2t 1n, upon Or about
nali Ta.se tne rate of fire or otner
er.3e3 or cther poroperty of Landlora
in companles acceptable t: _andicrd tc oe increased bevond the
minimun rate,from tiTe I3 t.ve,acs..cadble 1o tne Temised Premises
for use for the purccse cermiited :nder tnls lLeade, or such otner
croperty for the .se Or USes nade tnereof, Tenant will pay the
anount of such :increase cromgtly, sgpon landiord's demand, as
idditional Rent.
15.3 Tenant's failure to ootain or maintain :n full force
and effect any or all .nsirance reju.red .nder tni13 Article (5

anytning e done, oTitted t
Tenant oSr kept or suffered o
lhe Temised Premises Inat s
insurance on tne Cem.sed Fr




shall constitute a material breach and default under this Lease.

15.6 Prior to taking occupancy of the Demised Premises as
provided in this Lease, Tenant shall provide Landlord with a
Certificate of 1Insurance conforming in form to Exhibit *"I®
hereto, or a commitment letter from Tenant's insurer that a
Certificate of Insurance conforming to Exhibit "I® will be
forthcoming.

16. SIGNS.

16.1 No sign shall be installed, displayed or thereafter
maintained on the exterior facade of, or within the Demised
Premises unless said signs conform to the Sign Regulations
established by Landlord, Exhibit "D" to this Lease.

17. INSPECTION AND ACCESS TO DEMISED PREMISES.

p cie SO tandlord and its agents, employees and contractors
shall have the right of access to the Demised Premises during
Tenant's regular ousiness hours for the purpose of installing,
altering, maintaining, adjusting and repairing all utility,
mechanical, or appurtenant equipment servicing the Demised
Premises or any other part of the Property and/or the Building.
Landlord and Tenant agree that Landlord and its agents, employees
and contractors shall have the right of access to the Demised
Premises at all times for emergency purposes.

17.2 Landlord ‘and 1t3 agents, 1incluaing, but not limited
to, its lenders, Ground Lease lessors and insurance company
inspectors, shall have the further right to enter the Demised
Premises to examine or to make such .1nspections, repairs,
additions or alterations as 1t may deem necessary for the safety,
or preservation thereof, The right to enter the Demised Premises
pursuant to this Section 17.2 shall ve exercised in a reasonable
manner designed to minimize disruption to Tenant's business.

17.3 During or after the time Tenant abandons or vacates
the Demised Premises or otherwise defaults hereunder, Landlord
shall nave the right to enter tne Demised Premises and decorate,
remodel, repair, alter or otherwlse prepare the same for
occupancy.

17.4 Notwithstanding any inference to the contrary herein
contained, 1t is understood tnat tne exercise by Landlord of any
of its rights hereunder shall never be deemed an eviction
{constructive or otherwise) of Tenant, or a disturbance of its
use of the Demised Premises, and shall 1n no event render
Landlord liable to Tenant or any other person, s0 long as such
exercise of rights 1is 1n accordance with the terms and conditions
of this Article 17.

18. OF: 'AT'ION OP TENANT'S BUSINESS.

i3.2 Tenant shail during the term of this Lease or any
extension, renewal or noldover tnereof: -

.a, except when, and to the extent tnat the
Zemised Premises ™may <oce untenantable Dpy reason of
3anaje Jue to fire or other casualty, continuously and
ininterruptedly wuse, occupy, operate and conduct its
Dusinéss 1n tne entire Cemisea Premises 1n such manner
a3 to produce tne maximum volume of Sross Sales and to
he.r estaplish and ma:ntain a nigh grade retailing
repatation for tne whole Property and Building:

o) remain open for ©ousiness at such hours as
determined by Tenant 1n 1ts sole discretion, 3subject at
all times to Landlord's nerein reserved right to change
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the hours of operation in its sole discretion, as it
deems necessary:

(¢) adequately staff the Demised Premises with
sufficient competent employees to handle the maximum
business and carry sufficient stock of merchandise of
such size, character and quality to accomplish the
same:

(d) maintain attractive displays of merchandise
in the display windows and Show Window Space;

(e) keep the display windows, Show Window Space,
and signs, if any, well lighted from one hour before
sunset to one hour after the Mall areas are closed to
the public or during such other time or times Landlord,
in its sole and absolute discretion, may limit or
designate from time to time and at any time:

(£) keep the Demised Premises and exterior and
interior portions of windows, doors, Show Window Space
and all other glass or plate glass fixtures in a neat,
clean, sanitary and safe condition:

{(g) neither solicit business nor distribute
advertising matter outside the Demised Premises nor
permit demonstrations or other Aactivity which would
unreasonably interfere with the conduct of business in
the entire Property:

(h) not change the advertising or trade name of
the business operated in the Demised Premises without
the prior written consent of Landlord:

(1) make reference to the name >f the Property
and/or the Building and/or the 1insign:ia or identifying
mark thereof, 1f designted by Landlord, in all
advertising conducted bpy Tenant, wnether printed,
visual or audio:

{3) not use, or permit to ve used, any area on
the Property excepting only the Demised Premises, for
the sale or display of any merchandise or for any other
business, occupation or undertaking:

Tk} not use, oOr permit to ve used, any
advertising medium Ssuch as loud speakers, sound
amplifiers, phonograpns, radio or television broadcasts .
in a manner which 1s audible outside of the Demised
Premises:

(1) not use, or permit to be used, any portion of
the Demised Premises for any unlawful purpose or for
any activity which would not generally be considered
appropriate for simiiar property with a high grade
retailing reputaticn and conducted 1n accordance with
good and generally accepted standards of operation; and

(m) not use, or permit to be used 1n any part of
the Demised Premises, any coin, token-cperated vending
machine or similar device for the sale of any
merchandise or service inciuding, witnout limitation,

pay lockers, pay telepnones, pay toilets, scales,
amusement devices, ana machines for tne sale of
teverages, foods, Janay, clgarectes or other
commodit:ies), witncut the prior written approval of
Landlord.

19. MECHANICS' LIENS.

19.1 Tenant covenants not to suffer or permit any
mechanics' liens to ove <f:led against lLandlord’'s or Tenant's
interest 1n the Property, tne 5uilding and/.r the Demised

Premises thereln by reason of work, lapor, services or material
supplied or claimed to nave bveen supplied to Tenant or anyone
holding the Temised Premises or any part therecf through or under
Tenant,



19.2 If any such mechanics' lien shall at any time be filed
against the Property, the Building and/or the Demised Premises,
Tenant shall, vithin ten (10) days after receiving notice of the
filing thereof, cause the same to be discharged of record by
payment, deposit, bond, order of & court of competent
jurisdiction or otherwise, and Tenant hereby agrees to indemnify
and save Landlord harmless from any legal expenses which Landlord
may teasonably incur as a result of the filing of the lien and/or
from any loss or liability as a result of liens filed against the
Property, the Building, and/or the Demised Premises and/or
Tenant.

19.3 To assure that Landlord's interests are properly
protected hereunder, it is agreed that each contract entered into
by Tenant for any work to be performed by or on behalf of Tenant
in the Demised Premises or elsewvhere in the Property and/or the
Building shall contain a clause that no mechanics' liens or
notice of intention to file such lien shall or can be asserted by
the contractor, Or any subcontractor, materialman or supplier
against any part of the Property and/or the Building (inclusive
of the Demised Premises), and each such contract shall require
that the contractor must i1nsert a provision in any subcontract or
purchase order that the contract between Tenant and the
contractor so provides for waiver of lien and notice of intention
to lien, and that tnhe subcontractor, materialman or supplier
agrees to be bound by such provision. Nothing in this Article 19
shall be construed as constituting express :>r 1mplied consent to
any contract or activity described herein.

20. DEPAULT.

20.1 This lLease and the term and estate hereby granted are
supject to the limitation that:

(1) whenever Tenant snall default in the payment
of any installment of Rent, Percentage Rent, any

c
[N
~ Additional Rent or any other cnarge or payment due or
2
)
S

payable Dby Tenant under ¢th:is Lease for any reason
whatsoever, on any day upon which the same shall pe due
and payable: or = -
{(t1) whenever Tenant shall default 1n the

performance of anvy Oother term, condition, provision,

- ohligation, covenant or agreement by 1t to be performed

or observed under tn1s lease, and sucn default shall

continue and shall not ope remediea by Tenant within

five (5) days after ~andlord shall have 3i1ven to Tenant

<r a notice specifying tne same, or, 1in tne case of a
happening or defaulit ~hic? 1Is capable of dei:ng cured,

but which cannot w:tn Jue Jiligence be cured within a
[ g period of five Jays and tne continuance of which
c
o

o

for the period ;.ired for cure wil.l net sublect

Landlord to tn ris<  of criminal liacility or

= termination of iease >r forec.ssure of any

n—— mortgage, i1f Tenant snall not duly :institute within
such five 5, day ger:iod and promptly and diligently

prosecute to completicn all steps necessary to remedy
the same: or

“11a 1£ Tenant snall fail for any reason to
assume occupancy cf tne ‘em:sed Fremises pursuant to
the provisions of Artizcle 4 of tnhis Lease: or

“iv whenever Tenant snall avandon t-he Cemised
Premises, or shall vacate any portion of tne Cemised
Premises: or

(v) 1n the event of the assignment, transfer,
mortgaging or enc.moering of tnis lLease or supletting
of the Cemi:sed Premises in a manner not permitted: or




(vi) if Tenant shall fail, after once being open
for business in the Demised Premises, to be open for
business to the public for more than three (13)
consecutive days when and at the times of day required
by this Lease to be so open or for more than an
aggregate of five (5) such days in any one lease year,
whether or not consecutive, or shall otherwise abandon
or vacate the Demised Premises: or

(vii) the taking of this Lease or the Demised
Premises, or any part thereof, upon execution or by
other process of law directed against the Tenant, or
upon or subject to any attachment at the {nstance of
any creditor of or claimant against Tenant, which
execution or attachment shall not be discharged or
disposed of within ten (10) days after the levy
thereof: or

(viii) 1f Tenant shall be a corporation and shall
fail to remain 1n jo00d standing in the ijurisdiction in
which the Property 13 located or the state of {its
incorporation or shall, 1f a foreign corporation, fail
to maintain a duly registered agent in the jurisdiction
in which the Property 1s located:

then at any time after the occurrence of any one
or more of such events lLandlord may give to Tenant a
notice of intention to end the term ¢cf this Lease at
the expiration of five (53} days from :ne date of the
service of such notice of intention. and upon the
expiration of said five (5) days thi: Lease and the
term and estate hereby jranted, whether >r not the tern
shall theretofore have commenced, shall terminate with
the same effect as if that day were the Expiration
Date, but Tenant snall remain liaocle for damages as
provided in Article 22 nereof.

21. REENTRY BY LANDLORD: RIGHT TO RELET.

21.1 Upon default by Tenant lLandlord or Landlord's agents
and employees may, witnout further notice, 1mmediately or at any
time thereafter enter upon and reenter the _emised Premises, or
any part thereof, and possess Or repossess .:s3elf thereof eitner
by summary dispossession proceedings, e ectment oOr Dy any
suitable action or proceediny at law, or oy agreement, or DOy
force or any other lawi.l neans, and may dispossess and remove
Tenant and all other cersons and property from the Demised
Premises without being l:aople to 1ndictment, prosecution, or
damages therefor, and ~ay repcssess the same, and may remove any
persons therefrom, to tne end tnhat lLandlord may have, hold and
enioy the Cemised Premi:ses and tne rignht to recelve all rental
1ncome again as and cf :ts f{irst estate and 1nterest therein.
Any property cf Tenant so remcved >y Landlord may, in Landlord's
Jiscretion, pe stored :in a p.Di.Z ~arehouse Oor elsewhere at the
cost, and for znhe acccunt c5f Tenant, all <wizaout service of any
£ri0or notice or resort t> .e3ja.i ctrccess, and i1n no event shall
Landlord pe deemed t> ~ave :-cmmitted a trescass or othervise be
liaple for any loss or Jatazce <~nich may ©ope occasioned by such
action. The words "enter” Cor “reenter”, "possess”™ or "repossess”
as herein used, are not crestricted to tneir technical legal
meaning.

21.2 No such reentry cr taxing possession of the Demised
Premises Dy lLandlord snall oe ccnstrued as an election on 1its
part to terminate thi1s Lease .nless a written notice of such
intention e 3jiven to Tenant as nerein elsewhere provided, or
unless the termination tnereof de decreed by a court of competent
sarisdiction, Notwitnstanding any s3such reletting, Tenant shall
neverthelesas remain liaole for tne cayment of 3Jamages.
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21.3 Btach right and remedy of Landlord provided for in
this Lease shall be cumulative and shall be in addition to every
other right or remedy provided for in this Lease or now or
hereafter existing at law or in equity or by statute or
othervwise.

21.4 If this Lease shall terminate by reason of default on
the part of Tenant, Landlord shall be entitled to retain all
monies, if any, paid by Tenant to Landlord, whether as advance
rent, security or otherwise, but such monies shall be credited
by Landlord against any Rent, Percentage Rent or Additional Rent
due from Tenant at the time of such termination or, at
Landlord's option, against any damages payable by Tenant,

22, DAMAGES.

22.1 If this Lease is terminated, under the provisions of
Article 20 hereof, or :f Landlord shall reenter the Demised
Premises under the provisions cf Article 21 hereof, or in the
event of the termination of this Lease, or of reentry by summary
dispossession proceedings, ejectment or by any suitable action
or proceeding at law, or in equity, Oor by agreement, or by force
or otherwvise, by reason of default hereunder on the part of
Tenant, Tenant shall pay to Landlord as damages on demand, a sum
which at the time of such termination of this Lease or at the
time of any such reentry by Landlord, as the case may be,
represents the aggregate of the Rent, Percentage Rent and the
Additional Rent payable nereunder which wou.: have been payable
by Tenant for the period commencing ~1th such earlier
termination of this lLease or the date of ary such reentry, as
the case may be, and ending with the last zay of the calendar
month which follows the month 1in which tne termination or
reentry occurs. In addition, Tenant shall pay to Landlord the
reasonable expenses of repairing and damages to the Premises as
well as the cost of <cleaning the Premises to a condition
suitable for reletting. Should tne damage to the Premises be
such that repairs reasonacly take more than thirty (30) days,
Tenant shall ce required to pay ren:t until the Premises can bpe
repaired to a condition suitaple for reletting.

23. WAIVERS,

23.1 In the event :=nat Tenant 1S in arrears 1n payment of
Rent, Percentage Rent and >r Add:tional Rent or other payments,
Tenant wvaives Tenant's r:3nt, 1f any, to designate the items
against which any payments mnade ty Tenant are to e credited,
and Tenant agrees that landiord may apply any payments made by
Tenant to any 1tems Ll sees fit, irrespective of and
notwithstanding any des:znazion or reguest Dy Tenant as to the
1lems against which any s.Ii~ cayments snhall ce credited.

24. NO OTHER WAIYER OR MODIPICATIONS.

24.1 The failure :f e.tner garty to 1n31st 1n any one or
more instances upon the sirict cerficrmance of any one or more of
the agreements, terms, prcvisions, covenants, conditions or
oplijations of this Lease. or =0 exercise any right, remedy or
election herein contained, shalli not ce construed as a waiver or
relingu:isnment fcr the futire of tne perfcrmance of such one or
Tore obligations of this Lease or of tne right to exercise such
right, remedy or electizn, cut =-e same shall continue and
remain in full force and effect with respect tO any subsequent
oreach, act or omission. “elther tne manner of enforcement nor
the failure of Llandlord o enfcrce any of the Rules and
Regulations set fortn nherein, or nhereafter adcpted, against
Tenant and,or any other tenant 1in tnhe Property shall ve deemed a
waiver of any such Ruies and Regulations. NO agreement
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neceafter made between Landlord and Tenant shall be effective to
change, modify, waive, release, discharge, terminate or effect an
abandonment of this Lease, in whole or in part. unless such
agreement is in writing, refers expressly to this Lease and is
signed by both parties.

2S. NOTICES.

2.1 Except as may be herein otherwise expressly provided,
all notices and statements requiced or permitted under this Lease
shall be in writing and shall be deemed given when delivered in
pecson or sent Dby United States Regiastered or Certilfied Mail,
Return Receipt Requested, with postage prepaid, and directed to
the parties as set forth in Section 1.1(i) of this Lease.

29.2 Either pacty may designate such other person Or post
office address as it may from time to time require for the
purpose of receiving said notices by giving appropriate written
notice to the other of such new designation and notice can be
given to such other address as either party shall have last
designated by notice 1n wJriting to the other.

26. SUCCESSORS AND ASSIGNS: ATTORNMENT.

26.1 All rights and liapilities herein given to, or imposed
upon, either of the parties to this Lease shall extend to, be
pi1nding upon and inure to the denefit of :ine parties hereto and
their respective helrs., successors, permi:-ed assigns, grantees
and legal representatives.

27. PARTIAL INVALIDITY.

PR ah I1f any Article or Section of this Lease, or Exhibit
hereto, or application thereof to any person or circumstance
shall to any extent be 1nvalid, the other terms and conditions of
this Lease or the application of such Article or Section to
persons or circumstances OSther than those as to wnich 1t is held
1nvalid shall not be affected cthereoy, 3and each Article or
Section or Exhibit of this Lease snall pe valid and enforced to
the fullest extent permi:ted Dy law.

28. HOLDOVER.

28.1 In the event :nat Tenant shall occupy and remain in
possession of the Cem:ised Premises after the Termination of the
term of this Lease witnoit 1aving executed a new lease or an
extension or renewal 3{ tn:3 Lease, Tenant, at the option of
Landlord, shall be deemed :n occupancy and possession of the
Jemisad Premises as i T2nant from month td> montnh only, at a
monthly rental equal to =J/ite the monthly rent and any and all
otner Additional Rent f2r s.ch month in this Lease provided. In
all other respects. 3such tenancy 3nall ope supject to all other

ajreements, ccvenants. zarms, zonditions, provisions and
soligations 3¢ tnis Zease a3 3set fortn 1n the Articles and
Sections nhereof, 1n30far a3 tne same ars applicable to a

month=-to=-montn tenancy.

29. CAPTION HEADINGS: DEFINITIONS

29.1 The title of eacn 3f the various Articles of this
Lease .8 for reference and 1ndex purposes only, and none of them
3nall pe taken 1nto consideration Jc Jiven any effect whatsoever
in determining the meaninj or scope df the Article to which any
of tnem apply.

-17-
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30. BROKERAGE COMNISSIONS

30.1 Tenant agrees to be responsible for and to indemnify
and save Landlord harmless from and against any claim for a
commigsion or other compensation by any broker, other than
tandlord's broker, claiming to have negotiated with Tenant with
cespect to the premises leased hereunder or to have called the
said premises to Tenant's attention.

31. WAIVER OP LIABILITY

31.1 Notwithstanding anything to the contrary contained in
this Lease, it is agreed and understood that Tenant shall look
solely to the estate and property of Landlord in the land and
buildings comprising the Property, of which the Demised Premises
is a part, for the enforcement of any judgment (or other judicial
decree) requiring the payment of money oy Landlord to Tenant by
reason of any default or judicial dJdecree) requiring the payment
of money by Landlord to Tenant oy reason of any default or breach
by Landlord i1n the performance of 1its obligations under cthis
Lease, it being intended neraby that no other assets of Landlord
shall be subject to levy., execution, Aattachment or other such
legal process for the enforcement or satisfaction of the remedies
pursued by Tenant in the event of such default or breach.

32. MISCELLANEROUS PROVISIOMS

32.1 Tenant agrees as follows: 17 all deliveries or
shipments of any kind to and from the Jdemised Premises, 1ncluding
loading and unloading >f 3sods, shall oe made only by way of the
1oading dock area of the 3u1lding or at any other loading dock
location or other point 3Jesignated by landlord, and only at such
reasonable times designated foc such purpose by Landlocd: (b)
garbage and refuse shall pe xept 1n containers designated Doy
Landlocd so as not td cause or permit any >dors, vapors or water
to emanate from the Jenised Premises, Jhicn containers shall be
shielded so as not t> Dde visible toO the puoliz, within the
Demised Premises until properly an3d timely 3isposed of at the
place(s) designated by Land.ord: {(:) plumpbing facilities in the
Oemised Premises shal. 1>t oe uJsed {or any Oother purpose than
that for which they are :x:nstructed: all plumbing lines shall ve
kept open and no foreijn s3.ostance 5f any <ind shall be placed
therein, and Tenant 3nalil 1ot :i1astall, or cause to be installed.

any automatic garbage iisposal ejuipment: ‘ad) no radio.,
television, phonograp”. [(>.3speaxer, amplifier or other similar
device, or aerial attac-e31 -nereto, 3nhall oe 1nstalled outside
tne DJemised Fremise3* "> 3.:n Jevice 3hal. oe used inside the

€.asni1ng li3nts o>r searching lights
3227 d::3:13e tne lCemised Premises: (e

Demised Premises: ani
shall e used wnich can

the Jommon Areas shall ce «<ezt <clean and free from dirt and
cuboish, and Tenant s~a.. 12: clace, suffer or permit any
spstractions, advertisin: -iiter 2r "ercnandiise 1n such Jommon
Areas: [f) Tenant 3nai. .se, at Tenant's <zost and at such
intervals as Landlord ~"ay r23i1re. 31 rodent, pest and vermin
extermninator Jesignated o= Landlord and .sing methods to oe
approved oy Landlord: '3 Tenant snall not sse, cermit or suffer

the ase Of any portion o5f tne Cemised Premises as living,
sleeping or lodging juarcers, ocr for other residential purposes:
‘h) Tenant snall not Juse, permi: 5r suffer the use of the Demised
Premises, Or any part tneredf, for nanifacturing purposes, and
Tenant snall keep all mechanical ejuipment and machinery free of
noise and odor or oSther vidoraiions Jhich may be transmitted to
any part of the wvalls, ceiling, floor., or building in which tne
Jemised Premises 13 located or veyond the confines of the Demised




Premises. The foregoing requirements and agreements are in
addition to any others which may be set forth in Landlord's rules
and regulations from time to time.

33. UNAVOIDABLE DBLAYS

33.1 The provisions of this Article 33 shall be applicable
if there shall occur, either during the term of this Lease or
prior to the Rent Commencement Date thereof, any strikes, lock-
outs or labor disputes, inability to obtain adequate sources of
energy, labor or materials or reasonable substitutes therefor,
acts of God, governmental restrictions, regulations or controls,
including, but not limited to, mandatory or voluntary fuel or
energy saving allocation or similar statutes, regulations,
orders, guidelines or programs, enemy or hostile governmental
action, riot, civil commotion, fire or other casualty or any
other conditions, whether similar or dissimilar to those
neretofore enumerated, which are beyond the reasonable control of
the party obligated to perform, and not due to default or
negligence of such party. such conditions being throughout this
Lease referred to as "Unavoidable Delays”.

33.2 If Landlord or Tenant snall as a result of any
Unavoldablie Delays, fail to perform or to punctually perform any
obligation on 1ts part to be performed under this Lease: then
such failure shall not pe deemed a breach of this Lease by the
party in Qquestion, but only to the extent and for the period
occasioned by such Unavoidable Delays.

33.3 For the purposes of Article 33, .t is understood that
Tenant's .inability to pay rent shall ro>t excuse Tenant's
obligations to pay rent or other charges due inder the applicable
provisions of this Lease.

33.4 Should there occur any Unavoidable Delay, as in this
Article 33 provided, 1t shall be a condition precedent to Tenant
claiming or relying thereon, that Tenant give to Landlord
appropriate notice in writing of such event within ten (10) days
after the occurrence of the same.

34. NO OPFER OR OPTION

3N 7 96

34.1 The submission of this lLease for examination by Tenant
does not constitute an offer or an option to lease the Demised
. Premises, nor is it i1ntended as a reservation of the Demised
Premises for the benefit of Tenant.
3J4.2 On the contrary, 1t 1s expressly understood that this
Lease shall not be effective or binding upon the parties until 1t
1s fully and properly exec.ted by Tenant and landlord.

35. GOVERNING LAW: ENTIRE AGREEMENT

) 0 4 07

35.1 It 18 the .ntent of the parti.es hereto that all
juestions «ith respect tc tne c-onstruction of this Lease and the
ri3hts and the liapil:ti:es of <the parties hereto shall be
Jdetermined 1n accordance wi1th the laws of Alaska,

35.2 This Lease and the Zxhibits, Riders, or Addenda, if
any, attached hereto, constitute the entire agreement between the
parties, and any prior conversatlon Or writings are deemed merged
herein and thereby exting.:shed and of no further force and
effect.

35.3 “either landlord nor anyone acting on its penalf nas
made any statement, prom.se Or agreement, or taken upon 1tself
any engagement whatever, orally or 1n w<riting, 1n conflict witn
the terms of this Lease or <“hich 1in any way modifies, var.ies,
alters, enlarges or 1nvalidates any of 1ts provisions, it beinj
understood that no obligations of landlord shall e implied 1in
additicon to the obligations herein expressed.

-

R




35.4 No subsequent amendment or modification to this Lease
shall be binding upon Landlord or Tenant unless the same shall
have been reduced to writing and executed by both parties.

36. AMBIGUITIES

36.1 The gensral rule of contract interpretation of
construing ambiguities, if any, in a writing against a drafter
shall not apply.

IN WITNESS WHEREOP, the parties have caused this Lease to be
duly executed, intending thereby to be legally bound, as of the
day and year first above written.

ATTEST: LANDLORD:

carr-Gottstein Properties, a
division of Carr-Gottstein Inc.,
an Alaska corporation

o ,
g5, By: "%/Lf}
Robert Gottstein
Its: Director of Retail Development
P

WITNESS/ATTEST: TENANT:

PETER GRUENSTEIN

Date: ___Ez g . By: | LRt 7 4{
Peter Gruenstein

/




EXHIBIT A

Legal Description

“racet C=1 of R. W. MARSHALL PROPERTY, according to
Plat filed as No. 69-16, Ancnhorage Recording District, Thied
Judicial District, State of Alaska.
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EXHIBIT °C*”

Tenant cakes space i1n "as is" condition.
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EXHIBIT "“D"

Tenant to provide exterior signage.
Landlord prior to installation.

To be approved by
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EXHIBIT ~E"

Radius clause and cestrictions not applicadle.




- EXH1BIT °P°

RULES AND REGULATIONS

As & ceadition to the use of the Demised Preaises, the
gollowing reles and regulations shall be applicable:

1. Tenant shall keep all display windows and Shov Window
Space suitably lighted during normal business hours. and
thereafter until at least 10:00 P.M.

2. Tenant shall store trash and garbage in covered meta:
containers, in such location in the shopping center designated
from time to time by Landlord, and so as not to create or perait
any health or fire hazard, and arrange for the regular resoval
thereof at Tenant's expense. No goods, merchandise or material
shall be kept, stored, or sold in or on said premises wvhich are
in any wvay explosive or hazardous.

3. Tenant shall not burn papers, trash, or garbage of any
kind in or about the premises or the shopping centecr.

4. Tenant shall not use plumbing facilities for any purpose
other than that for which tney were constructed or dispose of any
damaging or injurious supstances therein.

S. Tenant shall not Jse or load electrical facilities in a
manner not contemplated when they were cons--ucted and installed
or in violation of any lawi(s), regulation(s or code(s).

6. Tenant shall not .se or permit the .se of any portion of
the premises for living gGuarters, sleeping a:artments or lodging
rooms.

7. Tenant shall not keep Or permit to De kept any animals
in, about or upon the premises.

8. Tenant shall not solicit or conduct similar activities
outside the premises nor keep or display any merchandise or other
cbjects on, or otherwise obstructing, sidewa.«s, walkways, or
areavays in the shopping center without landlord's prior written
consent.

9. Tenant shall not =1stripbute handbills, pudblications or
other written or printed macter on or about the sidewalks,
streets, passagevays or any of the areaways 1in or surrounding the
shopping center.

10. Tenant shall nct at any time during the term of this
lease conduct or permi: aay auction, fire, bankruptcy, distress,
“going-out-of-business", :>r "loss-of-lease" sales, or sales
similar thereto upon or <::7:n the Cemised Premises without
Landlord's prior written ::zasent., noc,

il. Tenant shall not at any :ime during the term of this
Lease without first ooptain:ng Landlord's wriiten consent:

11.1 change the exterior of the t.iding, or any part
thereof, of which the premises are & part, including, but
not limited to, the color of the exterior walls: nor,

11.2 park, operate, load or unload any truck or other
delivery vehicle on any part of the shopping center other
than as from time to ti.me designated oy Lessor: nor,

11.3 1nszall 1n, on or apout the premises any exterior
lighting, plumbing, facilities, shades, awnings, amplifiers,
or similar or other devices, or use such devices, but not by
way of limitation, as flashing lights, search lights,
locudspeakers, phonographs, or radio broadcasts, which can be
seen, heard or experienced within the common areas: Nnor,

11.4 install or use machinery or apparatus on the
premises which shall i1n any way i1njure said leased premises
or imprcvements thereon.
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999 B ‘Street, W.W. “UEC IS PH 4: Qb
washington, D.C. 20463

FIRST GEWERAL COUNSEL'S 'REPORT

MUR #2758
Date Complaint Received

By oec:'11ézzsa
Date of No cation
To Respondents: 11/2/88
Staff Member: Janice Lacy
COMPLAINANT: Marylin Paine
RESPONDENTS : FPriends of Peter Gruenstein,
and Elvin Brudie, as treasurer
Carr-Gottstein Properties, Inc.
RELEVANT STATUTES: 2 U.S.C. § 441b

INTERNAL REPORTS
CHECKED: Public Disclosure Reports

FEDERAL AGENCIES
CHECKED: None
I. GENERATION OF MATTER

This Office received a complaint from Marylin Paine of
Anchorage, Alaska alleging violations of the Act by Friends of
Peter Gruenstein (the "Committee"™), the principal campaign
committee of Peter Gruenstein, a candidate for Congress in the
current election cycle, and by Carr-Gottstein Properties, Inc.
("Carr-Gottstein") of Anchorage, Alaska. The Complainant alleges
that the Committee knowingly accepted prohibited in-kind
contributions from a corporation, Carr-Gottstein, in the form of
reduced rental charges on property the Committee rented from
Carr-Gottstein. The Complainant claims that Carr-Gottstein has

been renting office space to the Committee in excess of 1,000




-,

square feet for two hundred dollars per month, which is much less

than Carr-Gottstein typically receives for its rental properties.

Accordingly, the Complainant alleges that the reduced rental rate

constitutes an in-kind contribution from Carr-Gottstein to the
Committee (apparently in an amount equal to the usual charge for
the rental property less the reduced amount actually paid by the
Committee to rent the property). Additionally, the Complainant
asserts that the Committee failed to report this in-kind
contribution on its disclosure reports. In support of its
allegation, Complainant attaches two pages of recent disclosure
reports filed by the Committee with the Commission which show
disbursements of $200.00 on July 28, 1988 and August 28, 1988 for
"Anchorage office rent” and "rent."

This Office received a response to the complaint from the
Committee on November 17, 1988. The Committee claims that it
paid fair market value for the rent. It bases this conclusion on
the following factors: 1its rent was the same as that of the
previous rentor; the unit was vacant before the Committee took
possession; the unit needed major, costly repairs; the rental
market in the area was depressed and there were other empty
storefronts in the vicinity; and the lease contained a 72-hour
termination notice.

This Office received a response from Carr-Gottstein on
November 23, 1988. Carr-Gottstein argues that it entered into a

rental agreement with the Committee in the ordinary course of
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business for rental at the fair market value of the unit in
March, 1988. Carr-Gottstein bases this conclusion on several
factors. PFirst, although the unit was vacant when leased to the
Committee, the previous tenant, Walsh for Mayor, was charged
$200, the same rent as that charged the Committee. Additionally,
some tenants, Carr-Gottstein claims, have even occupied its
property at no cost. Second, Carr-Gottstein claims that the
building apparently is a poor-producing property, losing
significant amounts of money, so rental at a low rate is
justified. Third, the lease was month-to-month, and imposed a
72-hour termination notice.

Garr-Gottstein attached a letter from Peter Gruenstein, the
candidate, dated March 8, 1988, wherein Mr. Gruenstein expressed
his concern that the rental rate comply with the Act, and
concluded that it did. Carr-Gottstein also attached a copy of
the lease it entered into with the Committee.

II. FACTUAL AND LEGAL ANALYSIS

The Act prohibits any corporation from making a contribution
in connection with any election to any political office.
2 U.S.C. § 441b(a). Additionally, Section 441b(a) provides that
it is unlawful for any political committee knowingly to accept
any prohibited corporate contribution. For purposes of this
rule, the term "contribution” includes anything of value to any
campaign committee in connection with any election to Congress.

2 U.S.C. § 441b(b) (2). The Regulations provide that the
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provision of goods or services at a charge which is less than the

usual and normal charge for such goods or services is a
contribution. See 11 C.F.R. § 100.7(a) (1) (iii) (A). The
Regulations further provide that the “usual and normal charge®
for goods means the price of those goods in the market from which
they originally would have been purchased at the time of the
contribution. 11 C.F.R. § 100.7(a) (1) (iii) (B).

At issue here is whether the rent charged by Carr-Gottstein
to the Committee was less than the usual and normal charge for
rental of the unit which was leased by the Committee, and thus
results in the making of a contribution by Carr-Gottstein to the
Committee. Applying the rule set forth in the Regulations, the
"usual and normal charge" for rent would mean the rent for the
unit in the market from which the unit would ordinarily have been
rented at the time the charge was made.

The factors raised by the Committee and Carr-Gottstein
support the conclusion that the rent charged by Carr-Gottstein
was the usual and normal charge for rental of the unit leased by
the Committee, and thus did not result in a contribution. At the
time the Committee rented the unit, the unit was vacant and
presented a problem as a poor-producing property. Given these
conditions, the landlord, Garr-Gottstein, obviously had an
interest in renting the property at a lesser rental rate. The
rental charged the Committee, $200.00, was the same as that
charged to a similar tenant only five months previously.

Although the previous tenant, Walsh for Mayor, apparently was
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also a committee related to an election, Carr-Gottstein claims

that it has a practice of occasionally renting property to its

tenants at low or no cost to ensure that property is occupied and

will attract new tenants. Its records show that it has rented at
no cost to a dry cleaning company, a non-political tenant.
Additionally, the Committee describes its offices as having
"ripped carpet, walls that had not been painted since the
previous campaign, old pipes coming through the floor, and broken
linoleum."™ Given this description of the condition of the
property, the fact that the property was vacant previous to the
Committee's rental, the business practice of Carr-Gottstein to
rent property at no or low cost, and the consistent rental charge
for two succeeding tenants, it is reasonable to conclude that the
rent charged by Carr-Gottstein was the usual and normal charge.
Other factors supporting this conclusion are the terms of
the lease. The lease provided only month-to-month tenancy and
imposed a 72-hour notice for termination, which is significantly
less time than that imposed by a standard lease. These
provisions permitted Carr-Gottstein to terminate the lease upon
very short notice, should the market present a more profitable
rentor. These terms are a further indication that at the time of
the lease, the Committee was the best tenant Carr-Gottstein could
find on the market for this property. The Committee supports
this conclusion with its assertion that the Anchorage real estate
market was extremely depressed, and that within two hundred yards

of the unit were other unrented store fronts.
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Given these considerations, this Office concludes that Carr-~
Gottstein charged the Committee the usual and normal charge for
rental of the unit, and that no contribution resulted.
Accordingly, this Office recommends that the Commission find no
reason to believe that Carr-Gottstein violated 2 U.S.C. § 441b.
Additionally, because the rental charge cannot be considered a

contribution, this Office concludes that the Committee did not

violate Section 441b by accepting a prohibited corporate

contribution, and recommends that the Commission also find no
reason to believe that the Committee violated 2 U.S.C. § 441lb.
IIX. RECOMMENDATIONS

h i Find no reason to believe that Carr-Gottstein
Properties, Inc. violated 2 U.S.C. § 441b.

Find no reason to believe that Friends of Peter Gruenstein
and Elvin Brudie, as treasurer, violated 2 U.S.C. § 441b.

Approve the attached letters (3).
Close the file.

Lawrence M. Noble
General Counsel

s fo v o  Slennan

Lois G. Ler?Er"
Associate Géneral Counsel

Date

Attachments
1. Response to Complaint
2. Proposed Letters (3)

Staff Person: Janice Lacy
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Friends of Peter Gruenstein, MUR 2758
and Elvin Brudie, as treasurer

Carr-Gottstein Properties, Inc.

- = g

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on December 20,

1988, the Commission decided by a vote of 5-0 to take

the following actions in MUR 2758:

l. Find no reason to believe that Carr-Gottstein
Properties, Inc. violated 2 U.S.C. § 441lb.

2. Find no reason to believe that Friends of
Peter Gruenstein and Elvin Brudie, as
treasurer, violated 2 U.S.C. § 441lb.

39N 407 508

3. Approve the letters (3), as recommended in
the First Gereral Counsel's report signed
December 15, 1988.

(Continued)




Federal Election Commission Page 2
Certification for MUR 2758
December 20, 1988

4. Close the file.

Commissioners Aikens, Elliott, Josefiak, McDonald, and
Thomas voted affirmatively for the decision;

Commissioner McGarry did not cast a vote.

Attest:

~N /2

/
- ’,/ &
o 3 ]

Date Marjorie W. Emmons

= Secretary of the Commission
o]
b
(e
T

Received 1in the Office of Commission Secretary:Thurs., 12-15-88, 4:04
< Circulated on 48 hour tally basis: Fri., 12-16-88, 12:00

Deadline for vote: Tues., 12-20-88, 4:00

R 9




FEDERAL ELECTION COMMISSION

WASHINGTON, D C. 20463
December 29, 1988

Elvin Brudie, Treasurer
Priends of Peter Gruenstein
P.O. Box 108471

Anchorage, Alaska 99510

RE: MUR 2758
Friends of Peter Gruenstein
= and Elvin Brudie, as treasurer

J

Dear Mr. Brudie:

On November 2, 1988, the Federal Election Commission
notified Friends of Peter Gruenstein and you, as treasurer, of a
complaint alleging violations of certain sections of the Federal
Election Campaign Act of 1971, as amended.

On December 20 , 1988, the Commission fouhd, on the basis of -
the information in the complaint, and information provided by
you, that there is no reason to believe the Committee and you, as
treasurer, violated 2 U.S.C. § 441b. Accordingly, the Commission
closed its file in this matter.

D7 8§08

This matter will become a part of the public record within
30 days. If you wish to submit any materials to appear on the
public record, please do so within ten days. Please send such
materials to the Office of the General Counsel.

2 3 174

Sincerely,

Lawrence M. Noble
General Counsel

By: Lois G. Lerner /4€;<§f%ﬂi_,

Associate General Counsel

Enclosure
General Counsel's Report
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FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463 December 29, 1988

CERTIFIED NMAIL
RETURN REBCEIPT REQUESTED

Ms. Marylin Paine
1100 Hillcrest Drive
Anchorage, Alaska 99503

: MUR 2758

4
e

Dear Ms. Paine:

On December 20, 1988, the Federal Election Commission
reviewed the allegations of your complaint dated November 1,
1988, and found that on the basis of the information provided in
your complaint, and information provided by Priends of Peter
Gruenstein and Carr-Gottstein, Inc., there is no reason to
believe Priends of Peter Gruenstein and Carr-Gottstein, Inc.
violated 2 U.S.C. § 441b. Accordingly, on December 20, 1988, the
Commission closed the file in this matter. The Federal Election
Campaign Act of 1971, as amended ("the Act") allows a complainant
to seek judicial review of the Commission's dismissal of this

action. See 2 U.S.C. § 437g(a) (8).

Sincerely,

Lawrence M. Noble
General Counsel

By: Lois G. Lerner

Associate General Counsel

Enclosure
General Counsel's Report




FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463
December 29, 1988

Jan W. Baran

Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, D.C. 20006

RE: MUR 2758
Carr-Gottstein, Inc.

Dear Mr. Baran:

On November 2, 1988, the Federal Election Commission
notified your client, Carr-Gottstein, Inc., of a complaint
alleging violations of certain sections of the Federal Election
Campaign Act of 1971, as amended.

On December 20 , 1988, the Commission found, on the basis of
the information in the complaint, and information provided by
your client, that there is no reason to believe your client
violated 2 U.S.C. § 441b. Accordingly, the Commission closed its
file in this matter.

This matter will become a part of the public record within
30 days. If you wish to submit any materials to appear on the
public record, please do so within ten days. Please send such
materials to the Office of the General Counsel.

Sincerely,

Lawrence M. Noble
General Counsel

By: Lois G. Lerner ;

Associate General Counsel

Enclosure
General Counsel's Report
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