R U.S, Poatage Pald
e *- Bulk Mai) -
» - " Pormit
No. 401
Anchorage, Alaska
Volume:2, Number 5 Dignitag, SemperDignitas May, 1979 $1.00

Year Long Study Fructified!

-Sitvka' Vivid
History in
Magnificent

. Setting

__ This year the -Alaska Bar As- ..
sociation has. picked one of the most. . g
beautiful settings. in Alaska for its .
- annual convention and business meet- -
ing. Sitka, Alaska rests on the shores -
of the Pacific ‘Ocean,. protected by, .

Cape Edgecumbe with its Mt. Fujiyama-

like extinct volcano which' rises to .
an altitude of 3,271 feet and myriads-

of small islands which dot the coast
line. The snow capped peaks of the
Tongass National Forest serve as a
‘spectacular backdrop for the city in
a setting of serene:and majestic beauty.

Still rich in both Tlingit and
Russian cultures, the Sitka of today

. is " a ‘thriving modern city with  a.

‘population of 8;300. A $70.000 Japan-

ase owned pulp mill and tourism are.

the ‘basis of a sound economy. The
Japanese current which flows close

to Sitka: shores keeps the climate’

moderate all year.
. - Richin History

Sltka boasts excellent accommo-- -
dations and meeting. facilities; including.
-the recently constructed Shee Atika -
Lodge, the :Sheffield House, the Potlaich -

‘House - and’: the - Sitka--Hotel. . Sitka.

also has the only complete convention

center- in Alaska._ dhe | Gentennial . factory” where it langmshad for mma

. 30 vears,

“Building which-is. a. hub of .visitor
~’and ‘convention. activities 'in- Sitka,

In "addition’ to four meeting rooms.

" there are exhibit ‘areas, a kitchen

.".and-an ‘auditorium which seats :500:; :
. - -:persons.:During the: summer:months,
‘-Sitka's New, Archangel Dancers pre-:.

»sent -authéenti¢ Russian folk dances.

Mlchaels cathedral whlch is_at ‘the
focal point of Sitka's htsiory ag ‘the

s many priceless -art treasures, in-

: dral ‘which:stands .in the same loca-
~. ‘tion. and-.is am exact rapllca of
' lhe ongmalchurch
1 [comlnued on paqe 2]
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Sitka's history- is:present in: St

capital_of Russian’ America.  Built:
bétween 1844 and ‘1848 the original"
- :structure’ was destroyed by fire in 1966.:

‘¢luding icons:and artifacts: were-saved “
-.and-can-be viewed in the-new-cathe-.

Rare European Oak
Dommates Federal
~ Court Complex

Copyright «+ 1979
‘The Aluska Bar.Rug -

""" Thiee or four hundred vears ago.
a FEuropean Oak tree-took. root in
Germany where it lived until it was

felled. during .a windstorm. It was
*thereafter purchased by a New York
firm. which specializes in-furniture and -

rare woods,. and transported e ils

P That self—sama 'oak.-

2 veneer measurmg forty one-thousamllhsi,*
of an inch: now decomtes the federal.

‘court complex. ‘in Anch
[-ederal Bmldmg )
~ Al an installed cost of approxlmalelv

$785.00 per.tineal foot. onk parieling .
" covers_the walls ‘of fivé ‘courtrooms.
and has also been used for:the book--
~.cases in five judicial: chambers.: -There.

is:‘also..a . sxxlh cbamber vel 1o -be
completed

', just: one ‘of - the -large ‘courtrooms

the bookcases Tun. . approxnmﬂtelv
“$10.000.00 per unit. Each office con:

. lains an estimated $40.000.worth of -
shelving -and. cupboards: which were. |
“all custom built’ and hand flmshed once

in place

" There are-two- large courtrooms .
reminiscent of theatres. in the’round: .
and one intermediate courtroom on

the second floor of the building. Facilities

for the U.S. magistrate and Bank- -

ruptcy judge, smaller in size. are
located on the ground floor.

Besides luxurious chambers, the
district court judges will have their
own elevator to transport them from

basement parking to the second floor.

"The estmaiod cost for. the panelmg',:

) obtamed at one-thrrd of ihe cosl

Whilé not originally incorporated in
the plans and hence the subject -of
extensive renovation afier the bunldmg
was in place. the elevator was ini-
tiallv_to-be a stock variety costing
some $40.,000..

However, furlher extenswe modi-
fications and additional .”

‘security”

t.qmpmenl now necessitates a- custom
build elevator with an. estimated.cost
ol $200,000. 16. $300,000. . At first

«..lloor ‘level,  the elevator.-will stop in
5 ‘lhe Iaw library. another sizeable room. .

" The type of millwork uhhzed m
: purt comple does not survnveu
an. average humldltv of 13 per(‘enl i $100 OOGpermsured member..
‘In- order- lo. sustain the oak paneling:

a constant humiditv of 50:55 percent ‘hirad. 8s ‘8 consultant, o ‘verify the -

‘of- the Federal Bulldmg have -only - loss data,’ make:a coverage proposal

managed lo. achieve -a 34: percent -
humldltv level.'As a result.. thie ‘Furopean !
. ‘'oak is' warping off the walls.”
. American oak. which looks almast
) _ldenucal -and which would have g
 j5 $40,000.00 for materials alone while by

is essential. Thus for. the operators’

in* well mth the governments
Amencan

_Judge; Kalamandes :

Anchorage Snperior Courl
]udge ‘Peter ]. Kalamarides, 63,
died in an airplane crash at Camp-
bell Lake in Anchorage shortly
after .noon on Sunday May 6.
Judge Kalamarides was alone
piloting a 1963 Piper Cub on
floats when he crashed on takeoff.
An observer indicated that it
appeared a-wing had fallen off
the plane.

RLSk Management
" Committee...
‘Makes

Recommendanon

" Resolution #3 passed at the June.
1978 Annual Meeting required a study
of malpractice self-insurance by the -
Alaska Bar -Association. The ‘inside

-pages of this issue. of the Bar Rug

presents:the data and.recommenda-
tions of the Self-Risk Management
Committee -which - has ‘studied the
Norman self-insurance -proposal and
solicited proposals from the
insurance market for the past year.

The committee members Keith Brown,
Charles Flynn, Roger Holmes, Karen
Hunt, Ken Jarvi, Ronald Kull and Donna
Willard have recommended one of the
propaosals to the membership. A survey.
to get membership response has been
meiled to each member and the results
will be presented at the Annual
Business Meeting in Sitka ‘on Saturday.

June 9. 1979. )

.. The Norman Resolution

The Resolution resulted from a
presentation by Peter Norman, Risk.
Consultant of Vancouver; BC to the
Board of .Governors -in “Hawaii in
February. 1978. Norman was. hired by
-the. Board -¢f Governors to do a- fea-
sibility study of Bar Association gelf-
insurance in Spring,.1978.- A claims
loss. questionnaire was responded to .
‘by the membership in-May. 1978,
Norman reported to the Board -of .

- Governors in_Junie 1978 recommending

that the Association institute -a man-
datory and exclusive self-insurance

- program. with.-a - $2,500 _individual .
deductible, The Association. would .
handle all claims up to $25.000 ex- -
-posure..Coverage up to $75.000 would -

be purchased."from -an insurance .
company-making. the limit of lability. * "

- The Norman Proposal .~ .
Norman ‘was subsequentlv Te-

to’ the commiltee ‘and to. selicit a -
private-carrier willing to provide the

‘gecond: “layer -.of- coverage, from - -
~$25.000 to $100.000. Although Norman_ N
hes. declined .to identify: the carrier. . -,
‘he""has advised the-Association that'
I -he--has:-a -commitment - from it-to- -
* .. write the second layer and to enter - :

into a reinsurance agreement with the .

“Bar_Association self-insurance fund -

for a:'present price of .$220 per

--member. In -addition, Norman has

recommended that each insured mem-
ber. pay the'Bar Association Liability ..
Fund $480 to- cover all expenses and
pay claims from $2,500 to $25,000
and -to-pay all claims expenses .up
to $100,000 liabilty limit. )

. The committee, with Board ef
Governors approval, also contacted
representatives- of: each. of the only
ten carriers presently writing E & O
raverage for lawyers in the country.

[continued on page 2}




Sitka .

[contlnued trom page 1

Another major historical site is
the Sitka National Historical Park
where the battle between the Russians
and -the Tlingit Indians was fought
in- 1804. This battle won for Russia
an overseas empire in North America.

Today, the fort and battle site are
preserved and interpreted at the Sitka.

National Historical Park. The visitor

- center. houses GXh.lbltB and Indian

craft workshops.
. Another fascmatmg historical
collection may be found at Sheldon
Jackson Museum . located on the
beautiful campus of Sheldon Jackson
College housing one of the finest col-
-lections of Indian and Eskimo arti-
facts in Alaska. Many of the relics
were collected by the early missionary
for whom the college was named.

In addition to sight seeing, ex-
‘cellent fishing is available in the area.
Sitka's waters abound in salmon, halibut,

‘red snapper, crab, herring and abalone,
Bring your tackle. ’

Alaska Lawyers
Like CLE

By Ron Kuil
As it now stands, Alaskan lawyers

and judges like mandatory continuing.

legal education—but not a whole lot.

In a statewide poll currently
being conducted by the Alaska Bar
Association, 155 say they favor man-
datory CLE while 141 are opposed.

In addition the poll ravealed:

1. Most firms have no policy re-
quiring members to attend CLE courses,
but nearly all pay the costs of such
programs.

: 2. An overwhelming number of
those responding have attended soms
CLE courses during the past three
-years, and most of those have done
a good portion of their study outside
the state.

3. Most favor giving CLE credit
for teaching an approved course.

4. Most reject the concept of
_granting waivers based on geographical
remoteness, but most do favor grant-
ing CLE credit for attendance at
' videotape courses. :

R With the above exceptlons. fow
generalizations can be made from
the poll.

On the question of what should
"be required if a rule mandating CLE
.is adopted, the responses range all
.over the place—from a-minimum at-
-tendance of a quarter of an hour a
year to 45 hours a year. If a generali-
zation can be made in this area, it

Iwould appear that most favor a given

‘minimum number of hours each year
‘rather than leaving a staggered re-
' ‘quirement, i.e., 45 hours every three
years. .
The judges who voted in the sub-

g ject appeared to be about evenly split’
" on whether mandatory CLE should be,

imposed.. And rural lawyers likewise

were split on the subject.. e
Interestingly, one )udse opmed

-that..CLE ‘should be required of all

thosa in active practice, thereby pre--

sumably eliminating judges. One court
* dttache said that court clerks shouldn't
be required to attend—but that every-

one else should.

Also, some lawyers who attend

-‘substantial ‘numbers. of CLE courses
were adamantly opposed to. compul-
sory CLE while some who said they
have attended no courses thought CLE

. should be required.

.Members of the Alaska Bar As-
gociation will be given the opportunity
to cast a formal vote en this topic.
As indicated elsewhere in this issue
of the Bar Rag,.a resolution will be
introduced at the business session of
the annual meeting in Sitka, providing.
that a minimum of 15 CLE hours per
year be required as a condition to the
practice of law.

Anichorage Board Seat to be
Determined in Election Run-Off

From a field .of thirteen can-
didates, the election for the Board
of Governors position from the Third
Judicial District has resulted in a run-
off election between two Anchorage
attorneys. Rick Helm gathered the most
votes with 101 and Elizabeth Kennedy
came in second with 85 votes. Run-
off ballots containing their names
have already been sent to the voters.

Results of these ballots are due in the
bar association's office by 4:30 May 11.

In the other districts, current
members of the Board of Governors

won re-election. William (Bart) Rozell’

from Juneau was elected without op-
position and Richard D. Savell from
Fairbanks won a two man contest
against John D, Van Winkle, Jr. from
Nome.

Computer Legal
Research Firmto
Open

Computerized law research will
soon be available to the entire legal
community. Comp.LEX, a recently or-
ganized Anchorage firm, has contracted
with West Publishing Company to
prowde access to its WESTLAW ser-
vice. WESTLAW is the publishing

company’s name for its data base:

containing hundreds of thousands
(millions?) of headnotes, statutes and

full texts of cases from reported -

Federal and State cases plus military
court cases.

“Comp.LEX will install its terminal
facility in its offices in Suite 205,

360 K St. - across from the Law’

Library. They are predicting a Iune 15
1979 start-up date.

The Comp.LEX terminal will make
it posslble for anyone to rapidly receive
a review of cases relevant to any
issue and a print-out of the material
he chooses to take with him.

Research may be accomplished
using West's well-known Key Number
System or the case citation, if known.
The most outstanding feature, however,
is the computer's ability to rapidly
scan thousands of cases for those

containing frequent reference to the-

words or phrases the researcher used
to describe the issues of interest.
For example, the terminal will dis-
play all cases in which the following
sample words appear very frequently:
“unsafe food additive and adulterated”

The terminal at Comp.LEX will
display those cases where the words
appear most frequently. Further, the
cases will be ranked by the frequency
of the sample words. The cases may
be further limited to those decided in

particular courts, even by particular-

judges.

The terminal operator need not
understand how a computer functions
or.be familiar with any programming
language. In fact, he can be only a
“hunt and peck” typist. Parties that
contract with Comp.LEX will receive
a brief training session permitting them
the flexibility of personally operating
the terminal at Comp.LEX. Non-
contracting parties will require the
asgistance of Comp.LEX staff in the
‘operation of the terminal.

The contracts will require a
minimum purchase of three hours per
month (about 42 minutes per week).
Contracts-are renewed monthly. Comp.
LEX staff believe that the more law

‘firms use their service the more its

great value will be revealed. Use of
the terminal at Comp.LEX will reduce
the time spent doing manual research.
In addition, the staff says, the more

the terminal is used, the more pro-

ficient the operator becomes and the
less it costs. ‘Also, a contract saves
a considerable sum compared to the
same amount of time purchased
gporadically by a noncontracting
arty.

X The staff at Comp.LEX will conduct
limited research for those requesting
it, under certain conditions. In most
cases, the staff’s duties will be limited
to operating the terminal under the
direction of researchers not desiring
to do it themselves.

t will also be possible to tele-
phone Comp.LEX say, during a break
in a difficult case and request a print-

out of that case surprisingly cited by
the other side. Or, you may be in
Egegik and need some help.

Last, but not least, that same
Comp.LEX facility will permit the
use of dozens of other computer data
bases across the nation. There are too
many to list from Comp .LEX's lengthy
catalog, but here is a sample taken
at random:

The American Instltute of CPA’s

Society of Actuaries

Bank of America

National Center for Child Abuse
and Neglact

Dow Jones

National Library of Medicine

American Association

U.S. Environmental Protection
Agency

The Fmancml Post

So, if, for example, you have a
whiplash case you can use the
terminal at Comp.LEX to obtain rele-
vant back injury cases and obtain
medicel journal articles on whiplash

plus any information on paychological

aspectslfyoususpectsomerelevamzy

All of this information-is made avail- -
"able in an unbelievably few minutes.

This makes maijor national libraries
fcontinued on page 6]

. Special
Committee

[continued from page 1]

Study was also made of the Pro-
fessional Liability fund in Oregon and
the Southern States Bar Conference
group approach to purchasmg package
coverage a carrier for 13 southern
states and Hawaii.

Only four carriers expressed any
interest in writing E & O in Alaska:

l American Home Group through National

Union Fire, the present Bar-endorsed
carrier; INAX a subsidiary of INA
which purchased GATX in March,
1978; ICA a lawyer-owned Texas
insurance company writing coverage
in Texas and New Mexico; and the
Shand Morahan group comprised of
Evanston, Northbrook, and Mutual
Fire & Marine and American Banker. -

National Union Fire and INAX
made specific proposals which are
presented in this issue, Shand Morahan
declined to make a proposal within
the time schedule required by Re-
solution #3, but has indicated through
its Alaska broker that it does plan
to enter the Alaska market in the

. future,

Loss data for Alaska attorneys

- was made available to each of the

interested carriers. The data was
gathered not only from the question-
naire results from 88.4 percent private
attorneys and 65.83 percent public
practice attorneys, but also from
present and past carriers in Alaska;
defense attorney conference with
Norman; and the Insurance Division
of the Alaska Department of Commerce.

The membership survey and com-
mittee recommendation will be con-
sidered by the Board of Governors
at its meeting in Sitka June 5, 6
and 7, 1979,

We Can Handie It

PROFESIONL TRAVEL SERVCE

1030 W FOURTH AVENUE ANCHORAGE, ALASKA 99501 2728424

Alaska (.
Collection W
Service, Inc

Attorney Collection Service
—Attorney fees collected
—Judgments collected

CALL HOT LINE: 272-2584

For Immediate Research on Alaska
Motor Vehicle Registration Information

429.D Street; Suite 203 -
Anchorage, Alaska 99501
CALL 279- 2822
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Incorporation in Alaska: Some Tax Considerations

This is the first of a two part
article dealing with incorporation in
Alaska and is intended for the general
practitioner not specializing in taxa-

tion. General practitioners should be..

aware of some of the basic tax con-
siderations in advising their clients
and’ incorporating new businesses.
The second part, to be published in
the next issue of the Bar Rag, deals
with some of the elementary tax
considerations involved with incor-
porating existing, active businesses,
blofch sole propristorships and partner-
ships. )

It is assumed that the general
practitioner has determined that his
client’s new business would be better
served by commencing in corporate
form, tax considerations aside. Pro-
vided the requisite formalities are
followed, corporations are treated
as separate taxpayers. The tax rates
are different for corporations than
individuals as most practitioners
realize. These rates are graduated,
like those for indivuduals but at dif-
ferent levels. For the first $25,000,
the 1979 rate is 17 percent; the next
$25,000, 20 percent; the next $25,000,
30 percent; for the next $25,000
(i-e. between $75,000-100,000) the rate
is 40 percent and for income over
$100,000 the rate is 46 percent. Within
these brackets the rate fixed, thus
if the corporation’s net annual income
is only $5,000, the tax rate of 17
percent applies. (Note: There are limits
to the extent a corporation can be
utilized by the owners as their private
tax-sheltered bank, discussed in sub-
sequent articles). The new corporation
can choose its own year-end, thus its
tax year can end at any convenient
month within one year of the commence-
ment of business. For example, in the
fishing industry, most taxable income
is earned in the months of july,
August, September, By choosing a year-
end of June 30, the tax on this income
(for 1979) would not be due until
August 15, 1980, or a deferral until
later next year when subsequent income
can more easily pay the tax-estimated
tax-due. For industries such as certain
retail sales with peak incomes in
November and December, deferrals
of nearly a year are possible.

Earnings as Services

Because corporations are
separately taxed, care is required to
get the earnings to the owners with

- a minimum of tax. For new businesses
the owners usually are the persons
actually running the business. Earn-
ings will be paid either as dividends
or as compensation for services
(salaries). It is preferable to take the
earnings as services because the owners
salaries are treated as “earned income”
subject to certain limitations to taxes,
if reasonable, taxed often at lower
rates than dividends. Salaries are
deductible to the corporation {reducing
taxable earnings) while dividends. are
not. Thus dividends are first subject
to the corporate tax rates, then taxed
again as they are paid to share-
holders (*‘the double tax™"). .

) Corporate formalities must be
followed to obtain the benefits of the
corporate taxes, The government, but
not the taxpayers, can treat lack of

.proper .formalities to the advantage.

of the government. Several traditional
problems have arisen. If the assets,
bank accounts, corporate minutes,
meetings and employment contracts
are not properly documented, tax-
payers have been hurt, The failure to
transfer the assets to the corporation
has resulted in treating the business
(for tax purposes) as a sole proprietor-
ship, if it results in higher taxes.
The same result can occur if bank
accounts or contracts are not in the
corporate name. If the corporate min-
utes are not kept, similar problems

By William Van Doren

can arise. Failure to document employ-
ment status payroll deductions for the
owner employees could result in the
salaries being treated as dividends;
80 too if the salaries are unrealistically
high for the type of job in question
in the industry, the result could be
combined taxes at the corporate and
shareholder level in excess of - the
salaries paid.

lmjestments as Loans

Most owners prefer to. ‘“loan”
their investment to the company so
that they can withdraw their invest-
ment a8 a non-taxable “return of
capital,” Carried to extremes, this
will not work, Each industry is dif-
ferent but the larger the loan, and
the smaller the equity investment, the
greater the risk that the loan will
be treated as investment equity and
the repayments as “dividends” (double
tax).

The foregoing problems relate not
only to new but existing corporations
as well. Of particular note are two
provisions that apply at the incorpora-
tion stage together with choosing a tax
year-end. These are the small business
stock and sub-chapter S provisions,
taken here in turn, _

Code Section 1244

Code Section 1244 (of the Internal
Revenue Code) provides a “safety
valve” in the event the new venture
fails. Normally, when stock becomes
worthless and has been held for a
time, the loss attributable to the stock
is a long-term. capital loss to the
shareholder and deductible at 50¢ on
the dollar, limited to $3,000 per year.
Section 1244 allows qualifying stock
losses to be deducted dollar for dollar
up to $50,000 ($100,000 for joint re-
turns) as ordinary losses against in-
come. Every new businessman hopes
and expects his business to be a
success, but if the business fails, he
can obtain benefits of ordinary losses.
The formalities are specific, and are
strictly construed against the tax-
payer. First, the corporation must
qualify. To qualify the property (other
than stock and securities) and money
received for stock (including paid in
surplus) can not exceed $1,000,000:
(the corporation needs not formally
adopt a plan. Second, only common
stock in U.S. companies qualified;
Third, only individuals and partner-
ships qualify as shareholders and of
these, and only these acquiring stock
directly from the corporation;.last,
if during the period the corporation
does well, its equity plus the remaining
stock available under the plan can
not total over $1,000,000. It has been
recently discovered in California that
failure to advise clients of Section 1244
stock constitutes attorney malpractice.

The corporate formalities need to be °

followed as outlined above. Counsel
are directed to the fact that there

are approximately 100 elections that -

can be made for new businesses and
a check-list of these elections and an
explanation can be found in the
Prentice-Hall and Commerce Clearing
House Services in the Law- Library.
Each loose leaf service on Federal
Taxes also includes check-lists on the
various elections that can be made.
One of the more important elections,
‘and the other major election to be
treated in this article, is the election
to be taxed on a sub-chapter S cor-
poration. A qualifying corporation may
elect to have its income taxed dir-
ectly to the shareholders, rather than
paying a corporate tax. It has often
been said that the sub-chapter S
election is tantamount to treating a
corporation as a partnership for tax
purposes. While there are many sim-
ilarities between the taxation of sub
S corporations and that of a partner-
ship, counse! is cautioned that there

are significant differences which may
create traps for the unwary. Code
Sections 1371 through 1378 of the
Internal Revenue Code set forth the
requirements, the election, and the
operation of the taxing scheme for sub-
chapter S corporations. The BNA
tax management portfolios, which are
available at the law library, also in-
dicate the several differences between
the sub-S Corporation and partner-
ships and also set forth in greater
detail the specifics, an outline of
which is set forth below.

Election Eligibility Conditions

In order to be eligible to make
the election, a corporation must meet
the following conditions:

First: It must have less than 15
shareholders; secondly all shareholders
must be individuals or estates (a
grantor trust or a pooling trust may
also be a shareholder) no other trusts
may be shareholders; thirdly it must
have only one class of stock: fourthly
it must be a United Stated domestic
corporation; fifthly it must not be a
member of an affiliated group of
corporations eligible to file a con-
solidated return; and lastly it must not
have any non-resident aliens as share-
holders.

In order to qualify, a corporation
may not have passive type income,
for example from rents, royalties, or
dividends and interest, but other-
wise it may qualify and there is no
limitation of the size nor the type
of its assets. Husbands and wives are
treated as one shareholder for pur-
poses of determining the number of
shareholders of the sub S corporation.
This applies without regard to the

manner in which the stock is owned
by the husband and wife. Children
are treated as separate sharsholder
even though they are minors.

Debt Equity Ratio Problem

The problem of one class of
stock has created much litigation.
The general concept is, and has been.
for some time with regard to qualifi-
cation of sub S Corporations, that the
Code is specific and if the specific
provisions are not met, the corporation

- will not qualify. Counsel should also
be aware that the provisions of the
election are also specific,.and if not
met to the letter, will not effectuate
a valid election (discussed below).
The one class of stock, has resulted
in the IRS taking the position that if
stock which has been issued has
different voting rights, there may be
“two classes’” of stock, thus dis-
qualifying an election or the corporation
for qualification for an election. If
each group of shareholders however,
has the right to elect members of the
board of directors based upon the pro-
portional number of share in each
group, there is -considered to be one
class of stock. A corporation .may
have two types of stock provided only
one type of common stock is ‘actually
issued and outstanding. Any special
or preference type of stack, having
preferencial rights to dividends or
distribution of assets upon liquidation,
will disqualify the corporation. Private
pooling agreements between share-
holders may qualify and avoid the
problems of “one class stock” provided
that such agreements are not part
of the formal corporate structure,

[continued on page 15]
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word processing?

to cost ratios in the industry.

LEGAL BILLINGS? Yes, we offer it

processing!! :

disks,” and othe gimmicks.

s SBI

Anchorage, AK 99502

WHY SETTLE for IBM

--.or Lanier, Wang, Olivetti, or any other overpriced system for

CHOOSE OHIO SCIENTIFIC!!

We define the “state of the art” and offer the highest performance

... along with a complete

Data Management System for your general ledger, payables, and
payroll. And the same equipment that handles your word processing
handles your accounting chores. -

PRICES?...as we'said, the industry’s highest performance

"to cost ratia. Our C3 system, with 48K of memory, on-line disk
storage of 1.15 million bytes (or characters), video terminal, and a
55 character-per-second typewriter quality printeris

- $11,040

...and that includes a complete legal billings system aijd word

GROWTH? Yes, our C3 systems can be expanded to 768K of ]
memory, multi-terminals and printers, multi-tasking, and 300 million
bytes of on-line data. For example, 144K of memory, threé terminals - -
running different programs simultaneously, 74 million byteson- "
line, two printers and a complete accounting system, including "~ -
legal billings and word processing is less that $30,000! - N

We sell computers for which word processing is just another
program. We don’t sell systems limited to just word processing
and disguised with labels like “office information systems,” “smart :

SCIENTIFIC
BUSINESS
INSTRUMENTS
LISA A
Marketing

§ The Dimond Center Mall
800 E. Dimond Blvd., Suite 140

s, —

)

GOULD -

(907) 344-8352
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Edltonal
Cod leer Oll

One of the resolutions before-this

'year s Alaska Bar Association in Sitka -

" calls for the institution of a mandatory

- continiiing legal eéducation program

- for’ the Alaska lawyer. A recent poll
of Alaska attorneys on the subject
of mandatory CLE. reported elsewhere
“in this newspaper, brought mixed re-
sults with slightly more attorneys in
favor of the concept than opposed to
‘it. Of those.in faver of mandatory
‘CLE, there appeared to be little uni-
formity on the question of how much
is good for us.

The resolution raises a number of
questions besides those covered in the
poll. Perhaps initially the question
should ‘be asked, do we need con-
tinuing legal education .at all? What
good does it do us? Does it make
up better attorneys? Does it protect
the public? Does it protect-our clients?
Does it make us more money? Do we
win more trials, write better contracts
or negotiate better deals? So far,
social scientists or statisticians haven't
been. able to prove that consuming

-~.continuing -legal education programs-

" :makes us better lawyers. Many lawyers

wlio attended 'continuing legal -ed-
“iycation- programs would arswer the
* above questions in the affirmativs,
-~however. ' They- participate because

" they  hope that these programs 'in some .

way: will sharpen: their skills: If pressed,
“-most of them will tell you- that there
.. is -something to be.gained from al-
* riost-every program they -attend.
. -The 'next question -is, ifCLE,
- like' cod - liver'‘oil.,” won't hurt you

sxand: it” might help you, ‘why is it

" ngcegsary to force: attorneys:to par-
": ticipaterin these.programs? -Anyone -
-who has attended CLE programs-given

by the” Alaska. Bar-Association: over
“the-past several years would ‘notice
“'that- the -participants are the same

.

“’people mostly, and possibly-these are -

Ye ones who do not need as much
ontinuing ' education as' the 'non-

-attend these programs and will not,
+ urless’ forced- t6- do’ s0. Under: a
- mandatory system, these people-would
“‘hiave to-attend some program or pro-
‘i-grams every year: The imimediate re-
«.sult-would be exposure of all of the
‘bar tosome information which might
" ‘help them to ‘be a -better job for
" their clients, parucularly if the qua[lty
of the programs is high. - -
£ " ‘What about the older, wiser,
more’ experlenced attorney who has
had many, many years of practice of
' a particular specialty and is-generslly
* ackrowledged to be a leader in' that
specialty. Why should he have to

articipants. It would appear that the -
:majority of attorneys in Alaskd do'not

-'take continuing legal education pro-
" grams? Perhaps, a mandatory program -
--addressed in any full scale program.
-.Whatever is.decided upon this question,
-it is -hoped.that as. many attorneys

will not - satisfy -this practitioner’s
needs. The alternative in this case
might be to credit him with his man-

- datory CLE requirement if he were to -
- teach programs rather than to par-

ticipate in -themm as a student. Or

instead- of teaching, the experienced

attorney might be given credit for

‘writing articles for the UCLA Alaska

Law Review or other legal publica-
tions.

What about the Alaska practitioner
in a remote area? Is it fair to ask
him to pay an extra tariff to come
to Anchorage or Fairbanks or Juneau

. or Ketchikan or some other center in

order to participate in these programs
while the attorney living in the more
populated areas has them available
without transportation or housing
costs. One solution to this is the video

tape program which:could be made'

available, at mailing costs, through-
out the state and which is compatible

with the video tape machinery in all’
the public schools and libraries in- -~
‘the state. Someone who wanted to-

practice in a community like Bethiel
could complete the necessary number
of credit hours by watching these pro-

grams. Anothér answer to the bush -
attorney's problem is to give full credit’

to anyone who attends the annual

. meeting of the Bar Association which.

means that once a year he would

~have’ the expense of a tnp mmde

Alaska.

- Given enough quality programs, .

assuming ‘that thése programs are
accessible fo all’ Alaskan attorneys,
and further assuming that there are
programs available which will ‘be

* meaningful to every segment of the

Alaska Bar and. every expérience

level, a mandatory CLE program might -

just help-us all mcludmg the public
we serve. =

The resolution is too simple. Ob- -

viously, these issues would have to be

as,posslble come to Sitka and vote on

Letters to
the Editor

Dear Editor:

While reading Russ Arnett's
column in the last Bar Rag, I thought
fondly of watching Russ question the

late Frank Evans on a debtor's ex-

amination some few years ago. Frank
-‘was arotund gentleman who “‘owned"
a joint out the old Seward nghway
called the Club OQOasis: He had.a

extreme aversmn to paying anybudy

anything. He drove a Chrysler Imperial,

wore a bng diamond ring, a $300 .

suit, and smoked dollar cigars.
As Russ bored in with his- ques-
tions, however, it developed that Frank’s

- gister in Texas owned the Chrysler.

and "the Corporation’ -owned aevery-
thing else including the very gold in
his testh. He was exceedingly vague
as to who owned *'the Corpuration.”
Eventually, Mr. Evans outsmarted
himself; he refused to pay his lawyer.
Hell hath no fury like an unpaid

- S.J. Buckalew. Somehow, both Intarnal

Revenue and Buck ended up grabbing
the stock in *‘the Corporation.” and
Frank’s corporate veil -was pierced.

. People got paid and: Frank's .wife,
-Mama - Joe, ended Ap . running the

‘Qasis. Russ never told me whether

. his client shared in the bounty.

-Changing the subject, Norm Gor-

such's report indicated that, Senator ..

‘Ed-Dankworth is trvmg to “modlfy
{continued gnpage 5)

Wev Shea. .
‘Wm; W, Garrlson. M
Donna C Willard veve

35786, Anchorage, AK 98510.
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President’s
Column

By Kenneth O. Jarvi

It has been a sometimes frus-
trating, "sometimes rewarding vear
which has lead me at times to wonder
what, if anything, I have accomphshed
as your President.

* After'a quick mental review, ]
was ready to conclude that the re-
sults were minimal. However, a seconc
more searching analysis, has lead tc
a positive assessment,

While you, as members of the As
sociation, must' reach your owr

- conclusions as to the success or failure

of my leadership. I would like to offe
the following observations ‘which il
lustrate “the ‘fact -that the Alaske
Bar-has not been stagnant durmg the
last-year.

.~ First, bar-bench rélations, whict
had deteriorated through misunder
standing and lack of communication

"have been re-vitalized. The Presiden

and President Elect now meet witl

“the. Chief Justice and the Court Ad
* ministrator on a monthly basis. Thos:

sessions are devoted to frank dis
cussions of all facets of the profes
sion. . .

Second, and one of my primar
goals, there has been a complete re
structuring of the. Alaska.Bar com
mittees. For far too long, most com

. mittees existed in name only. Howevei

for the past year they have been el
fective. functioning units involved i
many phasés of bar association ac
tivity, .

Third is the newly formed Las
Related Education Committee which i
now providing education in varie
aspects of the legal system. to a:
segments of the community. Not onl
will this promote a better undes

-standing of our profession hut it fill

a gap in public knowledge which ha
existed for years.

Other areas in which there hav
been marked improvements are th
speedy disposition of disciplinar
matters, the dissemination of inform¢
tion to the membership through ‘th
newly created ‘“Alaska Bar Rag
and an.expanded C.L.E. program.

Of:a less tanglble but neverth
less real nature is the awakened
‘sponse which 1 have witnesse
among the members of this. Associatio
Only two years ago. any. mailing fro
the Bar Office was greeted wit
apathy. In the months just past, w
have had more people register for an

“attend more programs and meetmp
. than ever before. Moreover. mot

people have’ applied for committe
assignment than ever I thought possibl
While everyone's desire for s

.appomtment could not be fulfille:

.the'inferest exhibited at least indicat:
‘that the- Alaska ‘Bar Association -

".alive: and well. I believe.that I hay

_made some contribution to that intere
but. even more 1mport£mt -1 .hog

_that'it will continue.

“There areé other actwmes als
deservmg of mention; not the lea
of which is the work of the Sel
Risk Management Committee, reporte

.- elsewhere in this edition, the creatic

of policy and personnel manuals f(
‘the Board of Governors and the wei

- ‘organized. open-minded operation

‘the Bar Office.-

This Bar. together wnth those
the other forty-nine states. faces t1
mendous, challengesin the next tw

.or three vears and it will.only
. with.input and work by the membe;

of the Assdciation .that they. will t
successfully met. The activities just di
cussed indicate that the necessai

..support is present. If I- have in ar

way generated that sentiment. I fe

. lhat Thave accomplished a great des

It has been both a privilege ar
a pleasure to :serve as your Pres
dent ‘and I look forward to seeir
you in Sitka.



Bills

&
Notes

By Norm Gorsuch

May 3, 1979
~ The First Session of the Eleventh
State Legislature is rapidly drawing

to a close. It is expected that the.

Legislature will adjourn sometime be-
fore May 7. The Senate, after clearing
out of its own Rules Committee, re-
solutions and citations, adjourned for

‘three days in order to wait for the-

House to complete its business and
send over to the Senate a backlog of

bills. At this time in the session, §-. :

the House and Senate .play poker
with each other using priority bills

designated by the State and House’

leadership as trading stock. Not'in-

frequently, a bill designated a House

priority is not deemed important by
‘the Senate majority and vice versa.
This annual exercise’in bicamerialism
adds to the length of the session be-
cause these various priority problems

- must be resolved before adjournment. -

* Kk K

" Caught up in this end of the
session process is an Intermediate
Court of Appeals Bill, SB 104. There
are enough votes on the House floor
to pass a Senate Bill which would
establish the Court. However, the bilt

has not yet reached the floor. The

House 'Iudiciary Committee added a
sunset review provision in its version
of the bill which could terminate the
court on July 1, 1981. As the bill is
now structured the Intermediate
Court of Appeals would have appel-
late jurisdiction in actions and pro-
ceedings commenced in the Superior
_Court involving criminal prosecution,

“post :conviction release;* court
"jurisdiction over minors,
probation and bail. In addition, ‘the
Court of Appeals has appellate juris-
diction in all actipns and proceedings
commenced in the District Court. Ap-
peals from the new Court of Appeals
to the Supreme Court would be within
the jurisdiction of the Supreme Court
under AS 22.05.010.

* * K

One reason for the delay in the
congideration of the Court of Appeals
bill by the House is the refusal by
the State Senate leadership toappoint
a Free Conference Committee to meet
with the Free Conference Committee
appointed by the House on HB75, a
bill relating to the right of . privacy
and aceess to public authorized

by Charlie Parr, D-Fairbanks Parr is-

insisting upon passage of -a bill more
¢closely resembling the bill that the
House passed rather than the greatly
"altered version passed by the Senate.
Parr, a8 Chairman of the House Judi-
ciary Commlttee. was one of the key

legislators in- favor of deferring the

creation. of @ new Court of Appeals
until. the legxslature studxes the 1saue
mmore depth .o i
o * * *

- Other issues’ ‘currently holding up
leglslatlve adjournment are the Free
Conference Gommittee deliberations
over the so called sunset bills. Gen-
erally, the Senate voted in favor of
continuing the existence of the agencies

subject to the sunset review and the.

House voted to either terminate them
or modify their statutes. This different
philosophy will have to be ironed out
in Free Conference. In addition, the
capital’ improvement budget must be
completed by .the House and Senate
Free Conference Committee on the
Budget; a Northwest pipeline:project
resolution authorizing further interim

studies of specific financing questions
must “be passed; the raw. fish tax-
which passed. the. House must: be.

Resolutions Received

Petitions have been received for

the introduction of several resolutions

at the annual business meeting of the
Alaska ' Bar Association to be held in

Sitka on June 7, 1979. Members of -

the Bar™ Association will be asked
to consider the following resclutions:

—a resolution that the Alaska Bar.

" Assaciation endorse INAX as the

.malpractice carrier
for attorneys prac’ocmg law in-
Alaska; -

—that :meetings of Alaska Legal L
. Services be published in’ the same
. manner and with the same notice -
required .of the: Alaska Bar~

Association;

amend the Alaska Legal Services

. ‘Corporation. Act to provide that

no divorce or personal bankruptcy
case be rejected by personnel of
Alaska Legal Services if the per-
son applymg for legal represen-
tation is ehgxble for their ser-
vices; -

—that the .Alaska Bar Association
uishtute a prepaxd legel services
. plan; X

~~that the Alaska Bar Assoclatlon

_.institute .a cooperative buying
association for the beneﬁt of its
: members; - -

: —-thet Bar dues for persons admitted
less than 5 years be $150; and

S " . —that the license to practice law
—~that legislation be mtroduced to -

in Alaska bé conditioned on com-
pletion of 15 hours of Gontmmng
Legal Educatlon )

habeas corpus, -

 concurred in by the Senate; the State
lands disposal bill mustbe completed

“and . last minute efforts are being
initiated to complete a proposed bill .
o at least establish the management

structure for the ‘Permanent Fund.

Furthermore, the House and Senate
leadership are at. loggerheads over -

the state. employee pay raise bills
‘in the Senate Finaiice

Commiftee. The House wants to .
. pasg. them and the Senate wants to
use the 30 million dollars for other- g

pro;ects
‘ *hx

The Court System budget has been
reviewed by the Free Conference
Committee and is basically a main-
tenance budget. It is unlikely that the
additional Superior Court Judge for
Anchorage will be. approved by the

" Legislature this session, although the

Kotzebue Superior Court post . was
authorized. The Judicial pay raise bill
is currently lodged in the Senate along

_with all of the other :state. employee
‘pay raises.

Letters

[continued from page 4]

the exclusionary rule. Ed should be
given a short course in -the back-
ground and reasons for excludmg
evidence which is unlawfully 'obtained.
In the '20s and. '30s .the common
method of obtaining confessions from

persons suspected of crime in many -
cities, particularly New York and Chi-.

cago, was to beat the confession out
of them. As one l-hgh Gommissioner
to India noted,
sit'in the shade rubbing pepper into

‘some poor devil's eyes than 1t is to

be out in the hot sun gathering evidence.
Senator Dankworth may not be aware,

.:in any event, that the Nixon Supreme

Court has been punching holes in the
exclusionary rule for several years.
Stone v. Powell has' eliminated that
application . of the rule in habeas

. corpus cases, so that a state trial

court can ignore the rule and you
will get no relief in the federal court

on your writ. 428 U.S. 465. Scheck: -

loth v. Bustamonte put the. official

_ stamp of epproval on the vast number . T
. of dubious “oral consents” allesedly- ‘
" uttered in search-cases, wiping out
dozens ' of well-reasoned. contrary -
cases in the courts of appeal, par-:

ticularly the Ninth Circuit. 412 U.S. 218.
There are othiers. - After examining

the alternatives, the courts have con-

cluded that the only way to limit
such police misconduct is to make it
unprofitable by excluding the evidence.

The Chief Justice, among others,
used to claim that the exclusionary
rule is unnecessary because the victim
of the illegality. can sue the . police.

‘However, the- Supreme Court»pr'etty '
well eliminated such suits in Rizzo-

v. Good, 432-U.S. 362. Perhaps Bob
Ziegler can shepe Edup. -

Arlzona State University

College of Law-
Tempe, Arizona 85281 - .

“It is far easier to -

‘May .

Wendall l(ay %

: Dear Ra
Websters defines specter as any'

ob]ect of fear or dread. Mr. Jarvi
suggests that
‘government .as to bar _association
violations of federal trade law is there-

- fore to be feared and dreaded. -
* ‘This mvestlgetlon ‘however- has -

been “in the wings” for several years

“now and is most certainly deserved

under our present-laws. One who
has nothing o hide need not fear any
nn}mry I am one attorney that not
supports publicly responding in
full to that questionnaire but also
the separation of the bar association
from the judicial branch of govern-
‘ment. . . )
“Fear of Feds” is of course under-
standeble and for many Alaskans
myself included, loathing can be tacked

.thereon, but' perhaps the best way

to discourage Federal meddlmg is to
show uncle that our laundry is clean.
And it certainly wouldn't hurt. the

Bar’s PR to make p;]xbhc what we are-
doing to ensure -that. th re no -
el g - recognize the Michie Company, pub-

unfair trade practices happening.
However, if it's not the show and

tell that is upsetting but the fact

that the Feds have their hands in

our pants again,. perhaps it is time"

that we declared a breach in’our
contract with uncle, uphold our State
Constitution, and secede from the
Union. -

I would rather see my dues spent
answering the questionnaire or se-
ceding from the Union than blowing

-them fighting a losing battle . over
whether or not lawyers are immune .

from laws preventing the public from
being bilked.
The attitude exemplified by Mr.

Jarvi's -article is disgraceful and I

believe it would be edifying to the

_public to have it published in the
- Anchorage News or Times.

Smcerely yours,

Marc Grober -

"' 805.W. Third Ave.
_ Anchorage, AK 99501

‘Coming Events -

':May 10—Institute on the New Rules

of Evidence, Juiiean, -
11—Institute on-the Néw Rules

- of Evidence, Anchorage.

May:
' of Evidence, Fairbanks. -

May 17-18—Meeting. of the Board of

Governors, Anchorage..

‘June 1—Institute on Basic Estate Plan-

ning, Ketchikan.
June 2--Institute on Basic Estate
Planning, Anchorage.
June : 4-6—Maeeting of the Board of
.. Governors, Sitka.

June 6-9—Annual Meeting, Alaska
Bar Association, Sitka. = -
Sept. 8—Institute -on the New' Bank-
ruptcy Act, Anchorage. -

" Sept, 21— Stress Workshop, Anchorage.
‘Sept. - 28—Institute on the Alaska:

Lien Law, Anchorage.

‘0¢t. 12~—Institute on the Aleska Lleu

_- Law, Fairbanks.

t the inguiry by the foderal

12—Institute -on the. Nev} Rules -

‘‘Random
Potshots?”’

By John Havelock

*Statutery Gripes”

" State legislative leaders engage

in ‘weekly breast-beating extolling
Alaskan hire, throwing themselves
with postured abandon at constitutional
ramparts,’

Législation - may have - .already
passed at the time of this printing
which will "send the cost of state
government soaring by - millions . of
dollars without bringing a murmur of
protest in the community. By increas-
ing the already substantial pre-
ference grented to Alaskan concerns,

_ the cost of the state’s.enormous pur-

chasmg requirements will be jacked
up again, needlessly, all in the name
of Alaskan pride and prejudice. - . .-

Rooms full of supposedly ed-
ucated men and women -have been
known te nod affirmatively to the

-exhortation that Alaska be kept: for

Alaskans, without blushing. In short,

“there is no more a ]mgmst ‘people
“under the American flag.” .

A Profitable Monopaly

Yet this cultural and economic
chauvinism appears to - ‘present no
obstacls to a small firm in far away
Virginia that enjoys a _profitable
Alaskan menopoly aver essential goods
and services in the state.. Not a
mngleltemoroomponemofthlsproduct
is manufactured in the state. Not a
single employee of this enterprise is
stationed within the boundaries of

- Alagka. As is generally the case with
. monopohes. the product of this enter-
. prise is widely complained -of among

its principal users for inadequacies
real or imagined. Strange to say these
complaints make up dne of the most

“influential groups in the state yet

their objections fall on deaf ears.
‘Lawyer readers. will. ruefully

lisher of the Alaska Statutes, which
has now enjoyed a state-granted mono-

.poly. free of compstition in price or

service, for seventeen years, under
the specific :patronage. of the. legis-
lature, with no end in sight,
. ... Yes, Virginia

Virginia is assuredly -the last

refuge of true gentlemen. For the pace

at which Alaska Statutes are.reduced
to form for the compilation is indeed
gentlemanly. One suspects that out of
respect for tradition, legislative enact-
ments are tied with ribbons and seal-

"ing wax and dispatched in a. leather

pouch aboard clipper ships . around
the ‘Horn to Charlottesville‘, ‘there: to
be labored over by scriveners.with
quill | pens in the cooler ‘hours of

. ‘the evening before the lead is poured

and- the print run for a return to
Alaska by the same method. - -

) . - Know Alaska

. In a knowledge based SOCIth,
speedy and extensive access to legis-
lative ‘enactments,  Supreme . Court

. annotations, internal- cross-
- referencées and -external..references
.-such as administrative interpretations
. i8 'esgential. Looking to future needs,
"-we should -be - developing a linkage.

between the statutes and electronic
data retrieval. systems that is acces-

- gible to the average practitioner. In-

stead, we are struggling with a system
which scarcely leaves the researcher
beyond where he would be with a
copy of enrolled bills. Adequate cross-

coding between .statutes and regula-
tmns such as the Alaska Administrative
Code is a must to the contemporary

- practitioner. Interpretative memoranda

of the Attorney General and the
Legislative Council, cross referencing
to federal statutes and the borrowed
.statutes of other states, the inclucion
of federal laws of special applica-
‘bility 'to Alaska and the interpretive
gloss on those statutes given by ad-
ministrative decisions -and solicitor's
[continued on page 6}
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Tax Commlttee
Reports |

" In late 1978, the Board of Gov-

. ‘ernors of the Alaska Bar Association
-. approved the formation of a Taxa-

tion. Committes, and appointed the:
initial membership of the committes. -

Subsequently, on ]anuar‘ 18, 1979;
the Taxation Committee

ganizational meeting. The membership

discussed:the goals. of the committes,

and. ereated the, followmg subeom
-uve Suboommmee 'Ihe

»"four mem
resenting. .

.. the'tax.-area: We will work with the

.- Taxation Committee of the CPA Society,
and propose unified legislation re-
commendations, where

ble, George -

possi
‘Goerig and Ralph Duerre are Co-
Chairmeén of this subcommittes, and

the other members are Franklin Fleeks

and Steve Pearson.

In April, the Taxation Committee.
met and discussed tax lagislanon
peiiding . before the legislature. in _he
Juneau..The committee’s conclusions
and the recommendations were sub- .
sequently drafted and sent to.the .
Chairman of the Senate and House“,

Finance Committees.
©(2) New Tax Law Developmenls

Subcommittee. The purpose. of this

subcommittee is t6 monitor new develop-
. ments in the area of state taxation.
" 'This subcemmittee will bring such

developments before the Taxation .
~ Committes for general discussion. In -

addition; this subcommittee will co-
. ordinate the preparation of monthly
-tax articles which will be published

in the Bar Rag. The purpose of the-

articles is to provide practical, useful
"tax information to the members of the

Bar. William Van Doren and Bernard -

" J. Dougherty are Co-Chairmen of this
subcommittee, and all of the members
of the Taxation Committee will work
upon the projects of this subcommittee.

{3) Continuing Education and
Public Education Subcommittee. This
subcommittee will coordinate, organize

and assist the presentation of con-

tinuing education programs -in the
field of taxation. In addition, this
subcommittee will provide organization

eld its or- -

and personnel for this presentation of
programs. to.the public relatmg to

taxation matters, Peter Ginder is the'

Chairman of this' subcommittes, and
Stanley Reitman- and David Shaftel
are also members.
- In_ addition to -the sbove sub-
committess, Stanley Reitman has agreed
to serve as-liason between the Tax
Committee and the CPA Society, and
has; agreed to be the Law Library
Resources representative.
’ The . Taxation. Committee’ Has
. monthly meetings on the second Friday
of each month at the conference room
of Cole. ‘Hartig, Rhodes. Normen &
’Mahoney.._ -

--,_Coastal Semmar

“of - this :committee {re-"
) A chorege. Feirbanks_u
nd’ Jupeau)’ will. :atiempt to keep:a. -
onstent ‘monitoring. upon tax and fax- .
. . ‘relatad agislation: which is before the.
'_. 1egxsiature. The Committee.intends to.
- .,revxewsuchlegislaﬁm,andwhere ap-
.- .. propriate, ‘make recommendations to.:
-~ tha legislature. In ‘addition, we plan
- to-recommend nesded legislation in

Announced

plementatmn of .the Coastal Zone
Management Act in Alaska will be

‘presented on Saturday, May 19, 1979

Irom 9 a.m. to 4 p.m. on the University
of Alaska’s Anchorage campus. This
program is a joint presentation -of the
.- Environmental Law Committee of the
Alaska Bar Association and the Univer-. -

the Department o! Businass and Public
) Affalrs. .
‘The eommmea has des:gned a

- seminar which brings together repre--

sentatives of all the groups which will

-be affected by the implementation of

Act. Speakers will include-

Tillinghast, Asst. Attorney General,

Juneau, Wayne Pinchon, Coastal Zone
Coordina

Management

‘Wildlife Service, Anchorage, Roger
_Beers,. Natural Resources Defense
.‘Counsel, San Francisco, California and
Francis A. Ulmer, Director; Division of

- Policy Development & Planning Office

of the Governor, and co-chairman of
Coastal-Policy Council. The speakers
and panelists are each knowledgeable .
representatives of particular points
of view that are expected to influence
the decision meking process under the
Coastal Zone Management Act. Each
participant is actively involved in the
-policy formulation process under the
Act, ‘and will share his or her ex-
perience with those attending the
seminar. ‘

Advanced registration may be
obtained by contacting Jane M. Pearia,
190 Muldoon, Suite “C", Anchorage
Alaska, 99504, Telephone 333-5588.
The cost of the seminar is $20.00 or
$10.00 for students. Late registration
will begin at 8:30 a.m. at room 188
of the Consortium Library on the
University of Alaska campus in
Anchorage.

A cna day seminar on . the im--

sity.of Alaska’s Planning Program of-

tor, U.S. Fish and-

Dept. of Justice .
Has Computer

- JURIS, a legal research computer
terminal was installed in. the law lib-
rary of the United States Attorney's
office in Anchorage in January. Ac-
cording to Richard Kibby, Assistant

U.S. Attorney, this research aid was

ongmally to be used by varieus divi-
sions of the Dept.. of Justice.in d-2
lands ‘cases, but .now is routinely
employed for a. wide variety of legal
resoamhfunctnons

_“The system contains all Federal 3;-'laWyers and judges, a law. driven

-society cannot afford to-shut off lay--

_case law from 1950 and U.S, Suprems

.Court opinions from: 1900 in full text.
‘It . also “has: the. West  Key ‘niumber *

‘headnotes for all states from 1967.

" Searching is done by asking the'com-:

- puter tolocate cases contaimng given
Searches may also be limited to cér:

‘packaged and

Potshots

[contlnued from: page 5]
opinions are essential tools to the.
lawyer’s work.

Hope and Faith .
- In his 1962 preface the Publisher
promised ‘‘copious references’ which
“will serve to tie together the kindred

" portions of the Statutes.” “It.is our

hope -and belief" said Vice-President

“-Dublett, “that these annotations are

both exhaustive and accurate.” How

-many Alaska lawyers would- iom in
vﬂmt expression of faith today?. -

Apart-from necessary:access by

mén from access to.special parts of

‘the law of concern to them. Criminal
.‘codes, - commercial codes, laws re-.
-lating to corporations, laws' rolating

- to consumer protection, laws relating
words or combinations of :terms. .

to' the- organization of state govern-

* ment, ‘these dnd dozens of other
tain jurisdictions and names.of judges® .
may also be search words. It is s .

areas of the law nead to be separately
published for local

timated that use of the computer fer- ussrs.

minal cuts research tnne by 75 per- L
cen --lishing necessities and potentials

Althoush ]UR!S is pmenﬁy avail-
able only to members of the Dept.

of Justice and the U.S.. Bistrict Court,.

other Federal agencies have expressed
interest.in.its use. The terminal will
be located in the new Federal Building
in Anchorage when the U.S. Attorney 8
offioe moves there.

. Computer

Iconunoed from page 2}

avaﬂable in Alaska without travel
or manual research.

-The. . Comp.LEX staff are busy.
preparing a “mail-out” to all members
of the Alaska Bar Association and
any other -persons that might be in-
terested. This mail-out will provide
the necessary information about con-
.tracting, receiving the brief. training,
or using the terminal ‘only eccasionaly.
Comp.LEX plans to offer complete
law research services, legal writing
.and a word processing facility in
the near future. . -

With both WESTLAW and the
other many national libraries avail-
able through the Comp.LEX terminal,
close to the Law Library and the
State Court building, Alaska attorneys
will have an invaluable research tool
near at hand. The terminal's time
and money saving features will be
appreciated by many. The staff at
Comp.LEX will be glad to hear from
all interested parties. Why not drop
them a line? As of May 15, Comp.
LEX will be receiving mail at Suite

CHARGES:

1. Chargeable Time Not Being Billed 1. Safeguard Time Control System
2. Inadequate Maintenance of Client 2. Safeguard Mew Matter System
: 3. Safeguard Rccounting System

Information
3. No True Accounting Control

SENTENCE:

Suspended! Cali local Safeguard rep for information
and FREE LITERATURE on “Complete Systems
"Approach to Law Office Accounting.”

l O Have Safeguard come to my defense.

LT

208, 360 K St., 99501.
mu

DEFENSE:

BUSINESS. SYSTEMS e
I Name.

2028 E. Northern Lights Bivd. | Address

Anchorage, Alaska 99504 | Gity/Staterzip

(907)276-3434

: : Phone No
K

-The full exploration of the pub-

with respect to Alaska law making
simply cannot be met by an organiza-
fion not attuned to the existing palitical

- and aconomic structure of the state.

Serious consideration should be

given, considering the growth of the

state and changes in technology, print-
ing and communications to%
this enterprise m date, at home.

ty

Even if it proves undesu‘able
to shift from Michie, a serious review
of the publisher’s effort in maintaining
the statutes and its distributional
practlces should :be _undertaken

Loss of Zip:

lt is absurd that. pamphlet re-
placements are not available within
the boundaries of the state. The
volumes should be coordinated with
a workable advance sheet system on
legislation and judicial opinion. Like-
wise, there is no excuse for having
to wait weeks for a new set of
volumes  from the time of ordering.
Lawyers owning a set with any
maturity will find that the metal
grips have lost their zip and the
binders jam or fall apart unexpectedly.
The index tabs are split. The covers
pop from unanticipated pamphlet
loads.

No doubt tho gentlemen at Michie
make a professional effort. However,
a lot has changed in Alaska since
that contract was first let, Both the
needs and capabilities of the state's
legal community have changed sub-
stantially. i

Overdue Review

The performance of the Michie
Company under its contract has never
been reviewed by a disinterested body
of users. Such a review is long over-
due. The system of knowledge trans-
fer in law from law making to law
use in this state has not been ex-
amined in close to twenty years.

" If the publishing of the Alaska
Statutes was brought home it would
doubtless spawn a variety of subsidiary
legal publishing ventures which would
improve the access of the Bar and
the public to legsl ‘information. One
has in mind, for instance, the needs
of the several hundred lawyers and
laymen who now use the Alaska
Native Claims Settlement Act in their
daily practice. With a major contract
to meet the overhead, one could hope
that a small but brisk trade could
be begun in Alaska in publications
%nlcompassins less than the whole

ng.

CLE pamphlets for probate, trial
practice, collections, etc., would be
very -helpful and would likely be
forthcoming if we had someone in the
state hustling to expand his business.

Gloomy Note - . .

Closing on a gloomy note, -there
are an mcreasing number of hungry
young lawyers in the state now who
would be willing to work at relatively
low rates in producing a more exten-
sive and useful product.



Commlttee Reoommends INAX

- After: a yeer of study of the
current availability. and cost of mal-
practice insurance in: Alaska :in-

cluding the Norman proposal. for Bar -

Association self insiirance, the Self-
Risk Management -‘Committee : com-
prised of Keith Brewn, Charles Flynn, °
Roger Holmes, Karen Hunt, Ken Jarvi,
Ron Kull and .Donna: Willard: un-
animously-recemmends that INAX be
sponsored by the Bar Association .as
the Bar-endorsed malpractice carrier
for-Alaskan - ettorneye. Committee
:recommendation: is-baged upon-the-fol-
-lowing nine-factors which the committes
considered :to -be welghted in fevor
of the INAX proposal: -
.1, INAX -covers paralegals. in-
vestigetors. abstractors-and law clerks
at no-additional. charge ‘to: the policy-
holder; but they are not named insureds.
2. INAX coverage includes:libel,
_slander end mehcxous-"‘prosecuuon
clarme s
:3. Under the INAX pohcy. defense
costs are paid in addition:to coverage
limits-and-are not deducted from lia-
bility limits: : Ty el
4, INAX hahxhty coverage is
evallable in A.leska up to a5 mrllmn
dollar limit. -
. 5. Under the INAX pohcy, 1f the
pohcyholder ‘does “not.:agree. to:.a
settlement offer: that is less than its
policy Jimits,~the.-company does not
limit. .its* liability- to the . amount: for
‘which. the claim(s) -could -have. been
‘gettled. It :continues- to' defend. :Ad-
ditional defense costs will be.paid by
the company en a pro rata basis,
but future settlement or iudgment w1ll
: be pmd up to policy limits
The INAX- furmehed defense is
not wrthdrawn should ‘policy limits
be.excesded but the company cantinues
to defend and pays its pro rata share
-of -expenses: if:: habrhty hmlts ~are
'exceeded Goore e b
7. For the attorney who hae been
in prectme with two or more
years of prior acts exposure, the
‘premium rate is less. The premium
for zero or one year of prior acts
" exposuré is greater under the INAX
policy, hut the ‘committee weighted

Loss Control Program
to be Considered

A mandatory feature of  the

‘Norman self-insurance proposal is a
loss prevention program to attempt
to prevent malpractice claims. The
program is based upon the fact that
the number, scope and cost of at-
torney malpractice suits in Alaska
have doubled in the past five years.
The resultant high damages paid have
resulted in insurance carriers with-
drawing or limiting their coverages;
lawyers paying higher premiums or
going bare; and the Bar Association
attempting to find solutions to the
underlying causes.
: In order to eft‘ectuete a self-
insurance program which can aid in
loss prevention, the Self-Risk Manage-
ment Committee recommends the
following:

1. Mandatory reporting of all
claims to the Bar Association office
in order that the type of claims
being alleged can be known for use
in planning CLE seminars.

2. Bacause the majority of claims
are made regarding errors or ‘omis-
sions in law office management, a
rule change be proposed to the
Supreme Court requiring each active
practitioner to attend six hours of law
office management CLE in a three
year period. A bylaw change should

be passed by the Board of Governors .

mendetmg that the Association pre-
sent six hours of such CLE every year

rotating the program between districts ‘be dav

two and fcrur district thme and district
one.
3. The Board of Gevernore enect

" [continued on page 12]

thie - coet break given ‘to the ' more

expemenced attorney as: affecting
more ‘members of ‘the- Association.
us. the premium’ stiticture of the
INAX: policy was: considered more
fevorable to most of the members..
.2 8. 'INAX has recognized the' value
of “and need- for a loss prevention
‘program in ‘these’ areas ‘where most
claims arise. Thus it has -developed
‘and provides, at-no:cost to the As-
sociation or to- the'policyholder, an
i loss prevention program whmh
includes twe ‘annual  'CLE- seminars
-with expert speekere. fllms vrdeo end
brechures
9. INAX -will select an: in-state
edjuetor to- develop - knowladge -and
expertise. .in- hendllng ettorney mel-

-practice claims.-

‘The committee recommends lNAX
realizing that INAX' did'not have:as
favorable provisions-as National ‘Unidn
Fire in three areas. INAX does ‘re-

“quire that the'policyholder déductible
be- perd for eath- occurence -which
-results in-claims made ifi° one’ pohcy

‘period.-National Union Fire requires
only one:deductible per policy period
‘regardless’of ‘the number of bccurences
which gives rise to"claims. Loss data
indicates very few ‘attornéys ‘have

more than one occurence -per policy .
period that.- fésiilts- in* malpractice

Loss Prevention
Program Proposed

<AL mendetory feature .of -the
Norman self-insurance proposal is. a
loss control program te attempt to
control the scope and severity of mal-
practice claims once an act or omission
has occured but which act or omission
may potentially be cantrolled to lessen
.or.gliminate the damage to the client.:
+ «In_order -to: effectuate. a. self-
insurance program which can aid in
loss control once an attorney is aware
of a potential malpractice. problem,
the Self-Risk' Management Committee
recommends the following:

1. Because many melprectlce
chaims may be capable of repair be-
fore.reaching the lawsuit stage, the
Board of Governors should propose
a rule to the Supreme Court requiring
attorneys to report possible claims to
the Association as soon as the lawyer
reasonebly foresees a potential claim.

2..The Board of Governors should
create a standing claims repair com-
mittee to which three lawyers are
appointed to serve staggered terms
of three years each. The committee
should function as follows: -

A. The lawyer gives notice ofa’

potential claim to the insurer

and to the committee which within -

five days selects a Repair Expert
who has at least five years of
experience in the area of potential
claim. Said expert's fees to be
paid as defense costs from the
Association Self-Insurance funds.
Client " disclosure must also be
made.

B. Within 20 deye after his ap-

pointment, the Repair Expert takes
whatever action, if any, is possible
to repair the error or omission.
Disclosure of all such activities
must be made to the client.
C. Neither members of the Repair
Committee, tha Repair Expert nor
any member of their firms can
reprasent any party if repair is
not accomplished and a lawsmt
results.
D. The Bar Association indemni-
fies members of the Repair Com-’
mittee and the Repair Expert
should they be sued in any resul-
tant lawsuit.
3. The Conciliation Panel pro-
cedures of new Bar Rule 16 should
eloped to encourage discontented

.clients whe have neither a fee dis-

pite nor an ethical complaint to utilize
the procedures to achieve resolutions
of their complaints.

. the Bar Rag

claims. '

. INAX ddes not have as favoreble
an' extended reporting endorsement
or tail available in that it only provides
an unlimited tail for 225 percent of
the last annual premium due 30 days
after termination of . the'policy. National
Union Fire' provides' the; same un-
limited tail at the same premium rate,

Alaska Claims.
. Follow .
NatlonallTrend

. B & 0. claims against Alaska
lewyere have followed thres: national
-trends. (1) The number of claims has
drastically. increased. (2) ’Meiorrty of
claims are based upon acts or omre-
‘sions in' meeting filing dé ates; ignoring
statirtes of limitatioiis; or. delayed ad-

vice to cliénts ceusmg _most: of them.

but also provides en optional ‘thres ‘4s law o

year and six year tail at reduced
charges. _Theall;latmnal Union tail |

premitim ]
menis.’ 3

Fipall W t provxde
discotnts” for GEE ‘ab“do National
Union Fire. However, the committee
determined that the CLE diseount of-
fered may-be of litnited value to meny
of the' membérs because: ‘it requires

hE pejd in atall

‘the’ individual: attorney ito” first pay

atleast'a $1,000-annual’ premmm ‘be-
fore the'discount ia‘applicable. = «-

‘The' committee’ evaluation: ef'vthe
Nornighn : selfiinsurance proposel ‘i8

'Compeny Durmg ‘that period v m;
‘collected. $152 637 and ;
$187,750. in " claims and’’
defens expenses for a less
_140,p. Gent. s

i.In 1974 8iX. clelme were “made.
for ional
baca _e_the Bar-e: d’orsed

reported:‘elsewhere -in this lesue of ‘and’ 19

Self Insurance Is Not
Recommended

Peter Nnrman. Rlsk Manasament
Consultant " hired by the- Board .of
i , has made .the following pro-
posal to the Association recommsending
that it initiate a.self-insurance, mal-
practice program. for . Alaska attorneys.

:Norman's proposal requires mandatory

participation by each attorney engaged
in any form. of private practice in
the State .of Alaska. Each attorney
would be. required to pay a flat fee
per year of $480 to- a group.fund
menegeril‘ by..the Bar, Association or
lose the cense topracticelaw. . ...

fund would pay costs, defense
fees end damages for malpractice
claims between the limits of $2,501
.and $25,000. The fund would also
pay defense costs on all claims up
to $100,000. The individual attorney
would pay the first $2,500. For an
additional $220, each attorney would
be covered up to.$100,000 liability
limit with coverage obtained by the
Bar Association from an insurance
carrier. The carrier would also pro-
vide stop-gap coverage in the event
that fund monies -were . exhausted
during the policy year. .

Attorneys that wanted more than
$100 000 limits would need to secure
the additional coverage from an in-
surance carrier. Prior acts would be

covered-up. to the $100,000 limit.

Upon retirement or appointment to the
Bench, an attorney .could purchase

-“tail" coverage for $100 per year for

claims presented in the future for some
act or omission during the policy
period.

Participation Required

All attorneys licensed to practice
law in Alaska would-be required to
participate in .the program except
government employed attorneys; cor-
poration employed lawyers (this does
not exempt professional corporations);
public aid attorneys; and admitted

- attorneys not engaged in the private

practice of law in Alaska: Exempted
attorneys. would be required to par-

ticipate in the fund if they did any

pro_bono, family or friends’ legal
work, however.

The/Bar Association would ad-:
minister the fund, issue policies, bill' Thy

for premiums, and investigate, adjust
‘and otherwise handle the claims. The
Association would also be responsible

Insurance Code
legislative exemption, in part or in
whole, for its insurance program. If
legislative exemption resulted in the
insurance industry antitrust exemptions
being non-applicable, the Association
would also be responsible for comply-
ing with the state and federal anti-

gt
;heen. reported ‘
'carner for'1979.

o E'& 01

d'to ¢
‘ments*Tange” from dlsmlssed
'dollars, to.over a ,quarter. of'a’
:dollqr 1: \

settlement figure to. as

percent’ of the’ settlement ) d The
méjority of closed cases‘m_cp d
fense costs of approximafely’ 25 per-
‘cent’ of the settlemenit amount, :
. For the Yyears 1974 throug
at léast nin€ claims were made al-
leging misséd statite of hmltatrons or
other filing dates. A possible additional
13 claims may have alleged similar
negligence. Research has revealad 44
Xnown claims in the past five years.
Additional claims may not be known
because ‘they were riot listed on. the
questionnaires or not discovered be-
cause the coverage was placed through
out-of-state” brokers and written by
international carriers not, .admitted to
write in the State of Alaska, "

DISCLAIMER

.. The: mformalon contemed ‘within
the Bar Bng regarding coverage terms
and premium costs is information fur-
nished to the Self-Risk Managemenit
Committee by the named brokers and/
or insurance carriers -and/or Peter
Norman. Each broker and carrier was
given an opportunity to review informa-

tion and to advise of errors or mis-
representations. The Bar Association,
Board of Governors and committee
members disclaim any and all re-
sponsibility for the accuracy of the
information presented. The reader
relies upon the information to his/
her detriment at his/her own risk.

‘trust laws. The tax exemption issues
would also be the responsibility of
the Association.: -

Norman’s proposal also mandates
aggressive loss prevention/loss contral
programs to be administered by the
Bar Association. See articles else-
where in this issue of the Bar Rag for
an explanation of those two programs.

Norman suggests that there are
several advantages to the members
if the Board of Governors adopts his
proposal. The primary advantage is
Bar Association control gver attorney
malpraétice. . problems: in Alaska.
ough.the mandatory losé preven:
tion and loss control programs, both
the extent of and type of claims

) ld b d
for either complymg with the Alaska bodier o, jnder, the.continuoua

ts or getting.

scrutiny and menegement of the Ae-
sociation. -. .

Coverage Alwaye Avel.lable .

A second advantage proposed by

Norman is that minimum coverage of

$25,000 would always be available to

each privately practicing attorney
[continued on page 12)



E & O Insurance Programs Compared

AREA COVERED

INSURED

PRESENT BAR-ENDORSED
. AMERICAN HOME ,
~ (NATIONAL UNION FIRE)

. Sole proprietors, partners of a partner-

ship, stockholders ‘or members of pro-
fessional corporatlons or professmnal as-
sociations.

Any: lawyer who is an employee of the

named insured.
Any lawyer who was previously a named

“ insured (other than sole proprietor) who-
" terminated his relationship with the firm,
- but only for proféssional services rendered
prior to termination. Changes in firm must
“be reported to' company within-30 days. -

-For additional charge, paralegals, law clerks,

abstractors ‘and investigators may be co- -

vered, -

INAX

The named insured and predecessor firms;
any partner, officer, director, stockholder,
or employed lawyer of the named insured
or--lawyer who, during policy period be-

.comes such: .any former partner, officer,

director, - stockholder, or employed lawyer
acting in his professional capacity on behalf
of the named insured; the heirs, executors,

administrators, and legal . representatives of .

each insured in the event of death, incapa-
city, or bankruptcy. The lawyer is covered

-for. acts' or omissions of his non-attormey
staff without -additional - charge, however, o

they are 'not. “additional insureds.”

NORMAN

Mandatory participation required as. a
condition to maintain- an active license to
practice law in Alaska except for the follow-
ing:

1) Attomeys elected or employed ex- .
clusively on- a full-time basis by a govem-
mental entity.

2) Attomeys employed excluslvely on a
full-time basis by a public or private cor--
poration, association or ‘other business en--
tity except for-a professional .corporation

.whose business is the:practice of law. -
3)- Attorneys employed .by-legal-aid ser- .
- vices' corporations who .are. eligible for pro-

fessional liability. insurance through-the Na-

-tional Legal Aid and Defenders Association:

4) Attorneys not engaged either full-time

“or part-time in-the private practice of lauf i
) Alaska

COVERAGE

Covers. claims arising: out of acts- or
omissions ' of the -insured and: any other
person . for - whom-. -the. insured is legally
responsible for. professional services . ren-
.dered, or which: should have been.rendered

_.in the'insured’s capacity as alawyer, .
When the - insured. acts as a ﬁduciary,
_ such. services shall be deemed. professional
.. legal services-but only. to the extent that.the..
- insured would have been-legally: responsible
" in .the wusual attorney-client relationship
" -as attorney -for a fiduciary, except for any

loss-sustained by the insured as- the bene-
ficiary or distributee of any trust or estate.
Libel, slander and mahcxous prosecuuon are
excluded. .

Claims first made:against the defined in-.
sured-for any act or omission in professional
services rendered. or which should have been
rendered .in the insured’s capacity as a law-
yer or Notary Public.

When the insured acts in a ﬁducnary car.

pacity, such services shall be deemed pro-

fessional services but only to the extent that
-the insured . would- be legally-responsible.in . ..

the ‘usual attorney/client ~relationship as

attomey for a fiduciary except for any loss

sustained by the insured as the beneficiary
or distributee of any trust or estate. Claims
for libel, slander and malicious prosecution
(personal injury) arising out of the conduct
of professional services of the insured as a
lawyer or Notary Public.

-.Claims arising.from any act or omission’
of.the defined insured arising out of the per-
formance or failure to perform piofessional
services: .for others, in the.insured’s capacity

as an attorney except that, the insured when. .

acting in a fiduciary capacity, shall be .co-

-vered only for acts or omissions in the usual -

attomey/client relationship. Unknown as to

: whether libel,.slander andfor. malicious.pro-
- -secution are covered.

DEFENSE. SETTLEMENT

AND SUPPLEMENTARY . -

.. PAYMENTS- -

o e

The company shall defend

Written consent of the msured before.

settlement. If the insured refuses to settle
as recommended :by ‘the, company and elects
to. contest the claim, company’s liability
shall not exceed- the amount for which the

~company would have been. liable at lhat

time.

Company shall not be oblngated to pay .
_any claim, claims expense, or continue de-.

fense after limits of liability: have been ex-
hausted.
- Claims expense mcluded within : limits

of liability, and .if limits are. exhausted - .
the .company shall have the right-to with- .

draw, tendering control of defense to the
insured.

The company shall: defendeven if suit

is groundless, false, or fraudulent; make sich. -
investigation and- negotiation as it deems.
.expedient; but written consent of -the in- ...
.. sured is. required before the company can-

settle a. claim. If consent. is.refused, -ap-
.. plicable policy limits are still available.

. Defense costs are payable in addition to

. _the limit of liability, however, in the event ..
. of payment of a claim in excess of the limit,
-the company shall pay such proportion of

claim expenses as the amount of the limit of
liability bears to the:total amount paid to
dispose of the claim. .

The Bar 'Assnciation shall vd.efend‘even if

. allegations are groundless, false or fraudu-
.- lent; but the Bar Association may make such
-investigation and, with the consent of the in-

sured, such settlement of any claim or suit
as. it deems expedient; if the insured and Bar
Association fail to agree on whether settle-
ment shall be made then such issue shall be

decided by an.arbitrator being a member. of -

the Alaska Bar Association appointed by the

,Chief- Justice -of the Supreme Court of

Alaska whose .- decision shall be binding.
Total defense costs are deducted from first-

-$25,000 layer including costs incurred for

damages payable from $75,000 layer.

‘CLAIMS MADE FORM

Applies to acts or omissions if claim is
first made during the policy -period or ex-
tended reporting penod Claim is first made
if:

a) during the pohcy peripd or extended
reporting period. insured knows or becomes
aware of a possible claim and gives'written
notice to the company;

b) if payable claim is made, any addmon-
al claims brought subsequently to that po-
licy year resulting from the same or related
acts shall be considered part of the claim
first made during the policy year.

. A claim is considered fi 1st-made when
company first receives notice. :

--Applies to acts or omissions if claim is
first made during the policy period or ex-

. tended reporting pcnod Claim is first made
. ife

a) during the pollcy period or extended .
reporting period insured knows or becomes

aware- of a possible claim and gives written
notice to the company;

- b) if payable claim is made, any add.mon
al claims brought subsequently to that po-
licy year resulting from the same or related

.acts shall be considered part of. the claim

first made during the policy year.
A claim is considered first made when
company first receives notice.

Appties to claims first made during policy

period. if - insured first knows or becomes

_aware; of claim or possible claims and gives
-written notice to the Bar Association during .
_such period.

'PRIORACTS

“ Prior acts - included if the insured -did-
not know nor could have foreseen a possible
claim before effective date of policy.

If other valid and- collectible insurance

‘exists, this policy shadll apply as excess

with claims expense included in the limits
of liability.

Prior acts covered: ifthe insured had no - - -

knowledge, -nor could have reasonably for-
seen a possible claim before the beginning
date of the policy when there is no other va-
lid and collectible insurance applicable to
the claim. If other valid and collectible in-
surance exists, this policy shall apply as ex-
cess.

~Unlimited- coverage if- insured did not
know and could not reasonably have fore-
seen claim prior to policy period and if no

- other insurance is applicable.

POLICY PERIOD

The period of time between the inception
date and effective date of termination, ex-
piration or cancellation of coverage, speci-
fically excludmg .any exténded reporting
period.

.The period from the effective date of the
policy to the expiration date or earlier ter-
mination date, if any. Policies are issued for
one year.

From the time when coverage has been
effected through the Alaska Bar Association
and for which a premium has been paid,
until eithier the expiration date or until can-
cellation of coverage, whichever first occurs.

TERRITORY

Worldwide providing claim is made or
suit is. brought within the United States
or Canada,

Worldwide.

Worldwide providing claim is made or
suit is brought w_ithin the United States.



EXTENDED REPORTING
ENDORSEMENT (TAIL)

In cases of cancellation or non-renewal
by either the insured or the company, the
insured may purchase an endorsement

‘providing. an unlimited- extended ‘reporting

period for claims which occurred prior to
the termination of the policy period but
which are first made in the extended report-
ing period. The insured shall pay a premium.
equal to 225% of the last annual premium.
A three year limited tail is available at'100%
last annual-premium.- A six year limited tail
is available- at 150% last annual premium.
Premiums may be paid in installment.

Unlimited extended reporting endorse-
ment is available to the insured for 225% of
the. last annual premium in the event of can-

. cellation- or  nonrénewal by the company of
the insured. Covers claims which arise diring -

the policy period but are reported during the
extended reporting period. Payment of the

-additional premium is due within 30 days of ‘

the termination.

‘9

For an annual charge of $100 unlimited
tail is available. Because coverage is man-
datory for all active members: of the Bar
Association-. in‘ full or part-timé ptivate”
practice, tail is available only -to members
who cease practicing law or change to
judicial status.

LIMITS OF LIABILITY

Claims expenses are 4ncluded within the -

limits of liability. All clairhs expenses shall
first be subtracted from the limits of liabil-

.ity. with the remainder being the amount --.

available-to pay-money damages. The first
limit.is applicable. to. all claims and expenses
arising out of ‘the same -orrelated profes-
sional services without regard to the number.

.of claims. The aggragate limit is- available

for all claims made in-a policy .period. De-
ductible applies -only once during :policy
period regardless of number of claims dur-
ing same period. i

Claims expenses- are not deducted from

limits of liability. The “aggragate” amount-is

limit for all claims made during each policy
year or last policy year.plus extended re-

.potting endorsement if purchased regard-
. .less. number .of lawyers in firm. Deductible
... subtracted from total amount of damages

and claims expenses paid and company is li-
able only. for difference. Deductible is ap-
plicable to each. claim made during policy

-period- regardless of number of claims made

during same period. .

. $100,000 per occurrence includes $2,500

- deductible and the $75,000 liability limit

obtained by Bar Association from private in-
surance carrier for all damages arising out of
all: acts or-omissions in connection with:the’
same professional services regardless of the
number .of claims or claimants, and regard-
less of - the number of certificates that have -
been issued to the partnership-.or corpora-

tion, its members or employees against who

cldim or claims are being made. Deductible is-
paid per claim.

CLAIMS EXPENSE

Fees charged by attorney(s) designated
by the company. All other fees, costs, and

expenses fesilting fiom the investigation, ad- "~

justment, defense and appeal of “claim “if

incurred by the company or by the ‘insured
with written. consent of the company. ™

Does not include salary charges of regular.
employees or officials of the company. De-
ducnble applres to these expenses )

.- Legal expenses arising from the defense

- of any claim, including attomey’s fees, ar-
bitrator’s fees, court costs, expert’s fees, and -
costs incurred in connection with ‘the at--
.tendance of witnesses at -a- trial or arbi

tration proceedmgs The deductrble applies
to these expenses.
- The cost-of. mvestlgatron and adjustment’

of claims-by salaried employees of the com.:

pany-(iricluding attorneys) and fee adjustors
shall be borne by the company.

.. All adjusting costs and fees, defense costs
and fees are borne by the self-insurance fund

« of the Bar ‘Association. -

EXCLUSIONS

. L. Criminal or malicious acts. -. :
2. Deliberate; drshonest .or. fraudulent
acts.
3, Employers clzum agmnst salaned
employee. .
. 4, Bodily injury orproperty damage i
5. Insured's activities as officer, director
of any employee trust, charitable organiza-
tion, * corporation, ¢omparly " or ' business’

other than that of the named insured.

6. Punitive or exemplary damages.
7. Claim - arising out of any. other busi-

ness enterprise :owned, controlled or man- -

aged by. the insured, including property.
‘8. Prior acts if the insured knew or could

"have reasonably -foreseen a possnble -claim

before effective date of policy. -
9. Standard Nuclear Energy Llabrlrty Ex-
clusion. " -
10.. Libel, slander and malicious prosecu-
tion.

) ,l Criminal, or malicious acts.

-.2.. Deliberate," dishonest or fraudulent
acts.

*3.-Claims. arising out of ‘any other busi-
ness enterprise owned, controlled or man-
aged by the insured including property.

4 Insured’s activities solely as a part-
ner, officer, director, or stockholder of .any

firm’ of’ corporahon not named in the de-'v K

claratlons

~.5. Badily injury, slckness, dmease, death
~or-property ‘damage. ]
6. Insured’s activities as a’ pubhc official *~

or as an employee of a governmental body,

. subdivision, or agency thereof.
7. Standard Nuclear Energy Llabxhty

exclusion.
8. To- discrimination by the insyred on
the basis of race, creed, age, or sex. y
9. Lawyers who ‘practice- patentlcopy-
write law for over 51% of total practice.
-10; Lawyers who -practice entertauunent

- law for over 16% of total practice. .
11. Lawyers who practice titlefabstracting -

law for over 76% of total practice. -

12, Pumtrve damages are not_specifically,
excluded, but. all mtentional acts are. ex-

cluded .which may lead to. coverage ques-
tions.

.'1)- Any -dishonest; fraudulent, -criminal .
or malicious act or omission of any insured,

2) To any claim made by an employer
against an insured who is a salaried employee
of such employer.

3) Bodily injury. to, or slckness, disease
or. death of any person, or to injury to or
destruction of any tangible property, includ-
ing the loss of use thereof; unless arising out
of the pérformance of professional servnces,
which is covered hereunder..

4) Acts or - omissions commmed pnor
to.the policy period if the insured on the'éf-"
-fective date of. this policy had knowledge
that such acts or omissions might be expect-
ed to be the basis of a claim or suit..

5)- Conduct of any business enterprise
owned by the insured or in ‘which -the in-
sured is a partner, or which is controlled, op-
erated or managed by the insured, either in-
dividually or in a fiduciary capacity, in-
cluding the ownership, maintenance or use
of any property in connection therewith.

6) Any punitive or exeniplary damages.

.WAIVER OF EXCLUSION

-~ AND BREACHOF - -

CONDITIONS -

Coverage is provided for the “innocent
partner.” If a-dishonest,” fraudulent, ma-
licious-or criminal:act is committéd without
.the personal Knowledge or personal acquie-
scence’ of other named-insureds or personal
passivity after acquiring such knowledge.

Coverage is also provided to the “inno-
cent partner” relating to the giving of notice
to the company with respect to which any
other insured js in default. -

After - receiving - knowledge, -the " insured
will comply with such condition promptly.

Coverage is provided for -the “innocent.

partner.” ‘If a- dishonest, frandulent, mal-

icious or criminal act is committed without -

the - personal knowledge or personal ac-
quiescence of other named insureds or per-

sonal passivity after acquiring such know- -

ledge. .

Coverage is also provided.to the “inno-
cent partner” relating to the giving of notice
to the company with respect to which any
other insured is in default.

After receiving knowledge, the msured

. will comply with such condition promptly.

 Coverage is provided for the “innacent
partner.” If a-dishonest, fraudulent, ma-
licious or criminal act is committed without
the personal knowledge or personal acquie-
scence of other named insureds or personal
passivity after acquiring such knowledge.
Coverage is also provided to the “inno-
cent partner” relating to the giving of notice
to the company with respect to which’ any
other insured is in default.
- After receiving knowledge, the insured

will comply with-such condition promptly.

OTHER INSURANCE .

If the insured has other applicable in-

‘surance, the company shall respond. pro

rata. With respect to. prior acts coverage, -

the insurance will only apply as excess over
any .other valid and- collectible .insurance
-and shall then apply only in the amount by
which the: applicable limits of this policy
exceeds the sum of applicable limits of-all
other insurance. If this policy. is treated as
excess, any claims expense allowed shall be
included in the limit of liability.

CONFORMANCE TO STATE
STATUTES

With “respect. to prinr acts coverage,.llre
insurance will only apply as excess over any

_other valid and collectible insurance .and

shall then apply only in the amount. by
‘which the applicable limits of this policy ex-
ceeds the sum of applicable limits of all
other insurance.

- If the insured has other insurance against
a loss covered by this policy, except in- .
surance specifically. arranged to apply as ex-
.cess over the insurance provided by this
policy, the insurance hereunder. shall apply
only. as excess insurance over any other valid
and collectible insurance and shall not be
called upon in contribution.- -

No such provision.

Terms of this policy  which are in con-
flict with the statutes of the State wherein
this ‘policy "is ‘issued are héreby amended to
conform to such statutes.

" Terms of this- policy -in conflict with
Alaska Statutes are hereby amended to con-
form to such statutes. ’

MAXIMUM LIMITS
AVAILABLE

$1,000,000/$1,000,000

$5,000,000/$5,000,000

$100,000/$100,000

[continued on page 10}
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.NOTICE OF CLAIM OR surr -

As soon as:the insured be'comes aware of -

‘any act or omission which would reasonably
be expected to be -the basis of -a-cldim- or

. suit covered by the policy, written. notice

shall be given to the company as soon as
practicable together with. the fullest in-
formation obtainable. )

If claim is' made or suit is brought all -

documents . shall immediately * be for-
warded to the company, . .
If during the policy -period - or the ex’

tended _reporting period, the company re-

ceives written notice of any act or omission
which could be expected. to give rise to a

claim, any claim which subséquently arises '

shall be considered to be a claim reported’
during the policy year when written. no-
tice was received.

Dunng the policy period or the extended

;‘.dlscovery period the’ company shall be given -

wntten notice of any “8ét,"error or omission
which ' could reasonably be expected to give
tise to a claim against the insured under
this policy. Any claim which subsequently
arises out of such act, error or omission shall

" be considered to be a claim reported during

" the ' policy year or extended discovery.
period in which the written notice was re-
d cewed .

-Upon the insured or the fiamed insured.
becoming aware of any .act or omission

"which might reasonably be expected to be

the basis of a claim or suit covered hergin,
written notice shall be given by or on be-
half of the insured to the Bar Association

-28 soon.as practicable. If claim is made or
suit is brought against the insured, the in-
- sured shall immediately forward to the Bar-

Association every demand, notice, summons
or_ other process received by "him or his re-
presentative.’

ASSISTANCE AND CO-
OPERATION OF THE
INSURED

" .The insured shall cooperate :with the )
company and upon request; assistin making
settlements, in the conduct of suits, and in
enforcing any right- of contribution or in-
demnity against any person or organization
other ‘than an employee of any msured who
may ‘be liable to the insured.

The insured shall attend hearmgs and

“trials and assist in. securmg and giving evi-

dence and obtaining. the attendance of wit-
nesses. The insured shall not, except at his
own cost, voluntarily make any - payment,
assume -any obligation or incur’ any ex-
pense.

‘The insured’ shall cooperate with - the
company and upon request, assist in making
settlements, in the conduct of suits, and in. .
enforcing any nght of contribution or in-
demnity against any person or organization
other than an employee of any insured who
may be liable to-the insured.

. The insured shall attend. hearmgs and
trials and assist in securing and-giving evi- -
dence and obtaining the attendance of wit-"
niegses. The insured shall not, except at his
own cost, voluntarily make any payment, as-
sux_ne'any obligation or incur any expense. -

The insured shall cooperate with the Bar
Association and, upon the Association’s re-

- :quest assist in making seitlements, in the
‘conduct of suits, and in enforcing any right

of contribution or indemnity against any
petson or organization other then an emplo-
yee or any insurer who may be liable to the
insured because of acts or omissions with
respect to whom insurance is afforded under
this policy, angd the insured shall attend hear-
ings and trials and. assist in securing and

-giving evidence and obtaining the attendance

of witnesses, The insured shall not, except
at his own cost, voluntarily make any pay-

-ment, -assume any obligation or incur any

expenses.

SUBROGATIONS

The company shall be subrogated to' all
the insured’s righits of recovery against any
person or orgamzanon other than an emplo-
yee. of an insured. .

The insured shall assist however necessary -

to secure such rights.and do nothing after
the loss to prejudice them.

The company shall be subrogated. to all
the insured’s rights of recovery against any
person or organization other ‘than an em-
ployee of an insured.

The .insured - shall  assist however neces-
sary to secure such rights and do nothing
after the loss to prejudice theém.

st

.- In the event of any payment under this
policy, the Bar Association shall be subro-
gated to all insured’s rights of recovery

“therefore against any person or organization
-other-than (i) an employee of any insured,-

(ii) an_employee or member of any insured
partnership, (iii) any corporation or an em-
ployee or member of any corporation owned

-by-the insured-but-only with respect to ser-

vices in connection with the practice of law,
and the insured shall execute and deliver in-
struments and papers and do whatever else
is necessary to secure such rights. The in-
sured shall do nothing after loss to prejudice
such rights.

ASSIGNMENT

The interest hereunder of any insured is
not -assignable. If the insured shall die or
be adjudged incompetent, this policy shall

_cover the insured’s legal representative.

The interest of the insured shall not be

assignable. In the event of the death or in-

competency of the insured, this policy shall
cover the insured’s legal representative as
an insured as respects any lability previously
incurred and covered by this policy.

The interest hereunder of any insured is
not assignable. If the insured shall die, be
adjudged incapable of managing his affairs
or become bankrupt or insolvent, this policy
shall cover the insured’s legal representative
as an insured with respect to acts or omis-
sions covered by this policy. Bankruptcy or
insolvency of the insured or of the insured’s
estate shall not relieve the insurer of any of
its obligations hereunder.

CANCELLATION

The insured may cancel by surrendering
the policy or by giving written notice stat-
ing when cancellation should be effective,
Return premium shall be computed short
rate.

The company must give 30 day written
notice of cancellation.

Return premium shall be computed pro
1ata,

The insured may cancel by surrendering
the policy or by giving written notice stat-
ing when cancellation should be effective.
Return premium shall be computed short
rate,

The company must give 30 day written
notice of cancellation.

Return premium shall be computed pro
rata.

First $25,000 level of insurance through
the Bar Association is mandatory and ex-
clusive. Cancellation by individual member
and/or Bar Association not permitted. Se-
cond level of insurance covering claims in
excess of $25,000 up to $100,000 limit will
be subject to cancellation by carrier and/or
Bar Association as per terms of the agree-
ment entered into.

CLE DISCOUNTS

5% if premium in excess of $1,000 or
individual participates in Bar Approved
CLE. 10% if premium in excess of $1,000
and individual participates in Bar Approved
CLE. 15% if premium in excess of $5,000
and 50% or more of firm members par-
ticipate in Bar Approved CLE.

None.

None.

LOSS PREVENTION
PROGRAM

None.

In-house loss prevention program which
provides at least two law office management
seminars per year at company expense.
Program includes expert speakers, video
and brochures. Mandatory  participation by
Association; does not require attendance by
policy holders however.

Mandatory loss prevention and loss con-
trol programs both as explained elsewhere
in Bar Rag this issue.

RULE 82 ATTORNEY FEES

Covered by pohcy No endorsement
necessary

Covered by policy. No endorsement ne-’
cessary. -

Unknown,

BROKER

Clary Insurance Agency.

Dougan, Eader, Reynolds, and Wheller

None selected to date.
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AMERICAN HOME PRESENT PREMIUMS

. No . 1 Year -2 Years 3 Years 4 Years L 5 yea:s ar.nore
. Deductible. - Limit Prior . Prior Prior Prior -Prior L Prior | -
Y Exposure Exposu. ure Exposure Exposure Exposure i Banure
-0 - 100,000/ 400 ... 540" .630
1,000 300,000 - 320 422 ..504
. 2,500 . ‘300 w378 441
10,000 260 .. 3%y - 410
200 270 <318
160 216 252
90 108 - 126
R A St 200,000/ 500 675 788"
" 1;000 600,000 = 420 . 567 T 862

540 630
513 599
486 567
405 473
351 - 410
243+ - 284
810 ,
302
675
648
€21
540
486
378
i Lge. 1 million/ w0 - 915 1103
+ 45000 " 1 milidon 620 : - 837 . 977
2,500 L 600 - BlQ 945
5,0 580 783 914
10,000 560" 756 a82
. . 25,000 500 €75 19
. 50,600 460 .- 621 L7287
100,000 " . 380 $13. $99 .
) 11 .. No lurcturgu appued to any typ- practics. .
2) CLE daduc:loru ,Deduct 5% if prmiuu over $1000 or individual puruclpatol 1n cLe .
“paduct 10t if premium over §1000 2nd individual participates in CLE -
- Deduct 15% if premlum over $5000 and at- .'l.cng 50‘ of firm puticipam in CI.E.
5 -3) To cover paraicglll, law chrk:, b and inven ig , add 50% of luvyerl' average lnnunl rate to total
t firm rate. {e.g. in"a ten person firm, take ge ysars of experience of- llwyerl, ﬁnd premium . t-u .pplicnblc
to that experience and add 50% ot that nhn:g. to toul firm premium.) i
u ‘ Brolur has binding authority. unlnn appnemt hu hnd three or more ch!.ru in uv. years ol pnctlc"» R
S.) - Ceu\pany nqulnl that coverage under one poiicy be p 4. for all ays who, l}uro .pacc. ln!t and/or
X ise give app of an exhtlng yn:tn-rshlp.
INAX PROPOSED I’llEMIUHS LL
R E . Ne . 1 Year -2 Years 3 Years 4 Years ars or More
Deductible * Limit prior . Prior Prior Acts Prior Prior
' Exposurxe Exposure Exposure Exposure Exposure
$1000 100,000/ - 400 {Base) IdD" 480 520 560
({Minimuam) 100,000 : :
250,000/ 560 600 -~ 640 680 120
250,000 O, 1
500,000/ 640 - 680 120 760 800 .40 -
500,000
1,000,000/ 720‘ 760 800 840 880 L6920
1,000,000 g
2,000,000/ 1008’ 1048 1088 1128 1168 1208
2,000,000
3,000,000/ 1188 1228 1268 1308 1348 - L3as
3,000,000 f
4,000,000/ 1332 1372 1412 1452 1492 1532,
4,000,000 ) -
$,000,000/ 1440 1480 1520 1560 1600 1640
5,000,000

For $2500 deductible subtract $40° from the rate applicable to the number of years in practice and. the limits wanted.
For $5000 deductible subtract .$60 from tha rate applicable to the number of years in practice and the limits wanted.
For $10000 deductible subtract $80 from the rate applicable to the number of years in practice and the limits wanted.
For $25000 and higher, application must be submitted to underwriters for rate determination.

Surcharges on some types tE practice
£

1. BI~Plaintiff: to 75% of total practice add $60 to applicable rate.
BI-Plaintiff: it 76 to 100% of total practice add $100 to applicable rate.
2. Patent/Copywrite: if 25 to 50% of total practice add $100 to applicable rate (if more, coverage unavailable}.
3. Real Estate: if 50 to 75% of total practice add $60 to applicable rate. .
Real Estate: if 76 to 100% of total practice add $100 to applicable rate.
4. Entertalnment: if 1 to 15% of total practice add §40.to applicable rate (if more, coverage unavailable).
5. Title/Abstracting: 1if 50 to 75% add $100 to applicable rate (if more, coverage unavailable).
6. SEC: Submit to underwriting because modification factors will vary depending on nature of practice.
7.

$200 is max;mum amount that can be added to applicable rate regardless of number of modification factors
applicable to applicant.

Deductions possible:

1. If using a cornputorized pystem of docket control deduct $60 from applicable rate.
2. If law firm has over 25 lawyers $80 deduction from applj.cable ratae may be available depending on length of
establishment, loss experience and type of practice.
1. Paralegals, law clerks and secretarial staff are covered without additional charge.
2. ‘Broker has binding authority unless applicant has SEC practice,
3. Company requires that coverage under one policy be purchased for all attorneys who share space, staff and/or
vtherwise give appearance of an existing partnership.
ALASKA BAR ASSOCIATION SELF-INSURANCE PREMIUMS
Deductible Limit Premium regardless of years in practice or prior claims
$2500 100,000/100,000 -+ $700 ) full-time or part-time private practice
o )
} ($220 paid to insurance carrier; $480 paid to Bar Association)
b
L Of this limit, the individual y is P ible for $2,500 payable for claims and/or expenses..
the Alaska Baxr Association is responsible for $22,500 payable for ciaims ahd/ot.expensils.
an insurance carrier will be’ responsible for $75 000 payable Eor claims and for stop-gap
re~insurance for the Bar Association fund. -
1) At. inception, no lu::huge is addec¢ for prior r:laiml, typa o! p:act ‘2 or law clerks, secretarial ataff

or paralegals. -
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Self Insurance
Not Recommended

[continued from page 7]

in Alaska thereby eliminating the risk
that -any attorney would need to be
without malpractice insurance either
because the cost was too great or
carriers refused to write coverage in
Alaska for that attorney. .

Fma].ly. Norman points to an an-
nual premium of $700 per year per
attorney for $100,000 coverage as a
‘lower cost policy than what is ‘avail-
able from the insurance carriers

. willing
to write $100,000. levels ‘of coverage

in Alaska for attorneys.
After spending a year studying
the current- malpractice insurance

market and the Norman self-insurance

-proposal, the Self-Risk Manag_ament "
" Committee is unanimous in not re-

commending that the Alaska Bar As--

-sociation self insure its members for

malpractice claims. The committee,
comprised of Keith Brown, Charles

Flynn, Roger Holmes, Karen Hunt,. -

Ken Jarvi, Ron Kull and Donne Willard,
found the following factors weighed
against: recommendation. that the

-Bar. adopt the Norman'self—insurance

program.

The program would have to be
mandatory and exclusive malpractlce
coverage which would require that

every member of the Bar Association
who did any private practice for
friends, family, etc, would have to
mon
‘M COMPLETE VESSEL “{a :
&@ . DOCUMENTATION ' {Q_'
® Resesrch
@ Biks of Sale Dacumantation
© Preparation & Cosrdination of
Prefermed Marine
COLEEN L. MUELLER
821 W. 6th Ave., Sulte #1

pay a premium and participate in the
Fund. -

The program would. require the
Bar Association to purchase a group
deductible policy. of $25,000 per
member . from an insurance carrier.
Oregon, with a membership of over
5,000 lawyers, has been unable to
purchase such coverage although it
has a group deductible of $100,000.

Although the Association Fund
‘would operate on the. one hand as a

group deductible in relationship to an -

insurance carrier, on the other hand
the Bar Association would become an
insurance .carrier itself for the first
$25,000 of .coverage thereby re-
quiring it to either meet the minimum

one million - dollar capitalization re--

quirement of the Insurance Code or to
lget statutory exemphun from the Legis-
ature. - -

antntory Exemption 4 _
If statutory exemption were granted

to the Bar Association by the Legisla-

ture, depending upon the scope of the
exemption, the Fund could be subject
to antitrust considerations: Because
insurance compames are regulated by

_the insurance codes, they are exempt

from antitrust legislation. If it is ex-

from insurance code regulations,

" the- Association becomes exposed to

antitrust determinations particularly
because to be economically feasible,
the Fund must be mandatory and
exclusive malprachce coverage for
Alaska lawyers.

- Also, if exempted from the code,
individual attorneys lose the scope
of Insurance Code protections de-
veloped for policyholders or regular
insurance companies.

In order to avoid depleting the
Fund in a single year when high
damage claims are paid, re-insurance
of the Fund must be obtained from
the insurance market. Oregon has been
unable to secure such coverage to
date although it has over 5,000 at-

by the Fund although it is liable only
for the first $25,000 in damages.

Costs to Association

-. Self-insurance requires the Bar
Association to' go into the insurance
business which means incurring all
of the policy writing, publishing and
billing. costs which would require

. the Association administration and

Board of Governors to become ex-
perts in the insurance business. -

Because the Fund would earn in-.
terest on the premium collected, tax
liabilities” will also be incurred by
the Association. Bookkeeping, auditing
and tax reporting costs would also’

(d} Accounting and office

expenses 8,000
{e) Estimated adjusting and
defense costs per year 100,000
(f) Maximum of six claims
paid per year © 136,200
$302,200

The committee considers these
costs projections. to be unrealistic
because Norman is suggesting  that
actually to run the program, a part-
time secretary, paid $8,000 a ‘year,
can be an expert able to run an in-
surance company and be a clams
handler for active files. -

have to be met from the premium -

charged. For merely $25,000 of Fund"

- Defense Costs Not Included. .

provided coverage, these custs are'(

uneconomical. -

- The premium for a $2, 500 in-
dmdual deductible on every claim,
$22,500 Fund liability and $75,000°

carrier liability program is proposed -
-at $700 per lawyer. The:sum of $220

is the projected figure per member

-for the level of insurance from $25,000

to $100,000 with $480 remaining in -
the Association Fund to:pay all ad-
ministrative costs, defense costs up to
the $100,000 limit and claims damages

-up to $25,000 (minus the individual

$2,500 deductible). The cost is un-
economical when compared with the
same limits and deductible from National
Union -Fire ($720) or INAX ($560)
for attorneys with five or more Yyears
of expenence With less experience,
the carriers’ premiums are less.

The projected revenues collected
for the fund for one year are $399,000,
calculated as follows,

750 private practice

attorneys pay $480 = $336,000
100 part-time attorneys

pay $480 = 48,000
150 judges and/or retired

attorneys (not practicing
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. Secondly, the.defense cost alloca-
tion permits only approximately $17,000.
per- file for legal defense. fees at.
'$75 per hour for six active claims
per year. No defense costs are in-
cluded in this breakdown. Last year,
one claim settlement plus the defense.
costs and fees would have required
more monies than the amount al-.
lotted for-all claims and all defense-
costs for the entire year. Likewise,
given that the known number of claims
for the past two years. have been
double the projected number, the
committee thinks that the estimate
of anly six claims per year is unrealistic.

The considerations discussed
above were the major reasons for
committee rejection of the Norman
self-insurance proposal. The final
determination of the committee is
to recommend that INAX be the Bar-.
sponsored malpractice carrier for
attorneys in Alaska.

The premium charge for equal
coverage is less expensive than the
self insurance proposal and offers
coverage options up to five million
liability limits. Therefore, based upon
availability of coverage and cost
considerations, self-nsurance was not,
in the committee's opinion, economically
necessary or feasible at this time.

Loss Control Program
[continued from page 7}

a bylaw change requiring the As-
sociation to present CLE seminars in
every area of substantive law where
two or more claims have been made.
The Board of Governors should also
strongly consider a proposal to the
Supreme Court requiring attorneys
who have a claim made against them
to attend CLE in areas of substantive
law where E & O is alleged.

. 4. The Board of Governors enact
a bylaw change mandating the As-
sociation to present, as a part of the
annual meeting, an annual update on
current developments in the substanﬁve'
areagsoflaw. - = -
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Little Will
By Wayne Anthony Ross
Living in Alaska keeps a hody

away from family. if you don't bring
1"em with you when you move to

Alaska, chances are -you - geldom -

see aunts, uncles, cousins, nephews
or nieces except on occasional vigits

outside.- Often years go by w1thout i

seeing favorite relatives.

My nephew ' and - godson.’ my
brother's oldest son, I hadn't seen since
1971 and even then I only saw ‘him
for one day in Dallas, Texas. He was
then nine. years old, a thin,: scrawny
kld with glasses. :-

. Last year when. httle Will was
in hlgh school, I-thought it- might
be fun to have my bovs:-meet. their

Texas cousin ‘so I.invited l.nttle‘Will-

to come to Alaska in-August.

for a-scrawny kid with glasses. Sud-
denly .behind -me -1 heard a -deep
voice say ‘‘Hello Uncle Wayne.” -1:
turned around and looked up into the
face of my nephew: Little Will. -

He was-smoking a- cigarette. [16
yvears old!) and was over six feet
tall. T would guess he would go 235
Ibs. Little Will was little no longer.

After getting him home. and getting
him set up with an ashtray (never
did get used to that ashtrav!). we
planned his vacation. :

. He ‘had brought a fishing repl

- but no fishing rod. so I gave him

an extra Eagle Claw take-down rod
that I had. We then went to the store
where I bought him about $30 worth
of lures.

‘Wil Breaks Rod

The next day.saw us at Eagle
‘Rock: on-the Kenai River.. About the
first. cast Will lost a $3.00 lure. in
the tree behind us. After more casts.
the tree behind us looked Christmasy
with- all the bright colored pieces of
metal hanging from it. T was just
about to tell Will that we'd better
leave before we'd have to file-an
environmental impact statement, when
"Will got a strike. The silver salmon
took off and. Will let out a holler.
Will reared ‘back on the rod, hard.
and I heard a loud crack. The fish

kept going one way and Will went

‘the other. " falling backwards. over
a log onto his butt.' the broken rem-
nants of my Eagle Claw in_his hand.
Back to Kenai we went.

Did vou know that the cheapest
fishing rod in.Kenai during salmon
season is over thirty dollars? Nephew
Will needed a-fishing rod so I con-
tributed to: the Kenai .economv. I also

replaoed the . fishing lures Will lost . °

in the trees. That Kenai - qporhng

hundred dollar bill.

We went back to a thfferem spol
on the Kenai River where thete were
less trees..

the. swift.current. [ then went.upstream

about fifty feet to fish. T saw-Will's’
first cast. miss:the trees behind him ..
and sail out nicely over the swift -
- water. ‘The line wrapped around the’

onlv snag.in’about two miles of river.

Will- had to-break the line (and lose - - -

the - lure) to get free.. As he ‘bent

Will walked. oiit on" a. g
log. to fish. I cautioned him ‘about’

overhis:tackle box {with:the new as-
sortment of lures I had just bought),
I heard a mighty splash. Will had
shpped off the log tipping the tackle
box over and -spilling its contents
into the swift current. Will was wet
up to his waist and since we didn't
have any more lures we called it a
day. )
Will Destroys Reel ~
On Friday afternoon Will decided.
without my knowledge, to take his
fishing reel apart and clean if. Wheri
I got home Will met: me at the door
with a handful of pieces in his hand.
“Uncle Wayne." he 'said. Do vou
have an extra spring?”” When he had
taken the reel apart a spring had flown
out and was last seen flving past

the TV set into the No -Man’s Land

of the tov box. Now, I am the first
to:-admit that.I am not mechanicallv

inclined, {I even-have trouble setting.
the-alarm clock!) so T knew that even -
. if the impossible happened and we
- found the spring. I'd siill never be

‘. " able to get the reel back together.-
At the airport, when Little lel s - g

flight was arriving;I waited in vain. -

We therefore put the parts from Will's
reel in a bag and put it back in

his luggage. I then went out to the
garage and from a shelf T got down-

a fine old Shakespeare reel I: had

owned and used for manv vears. -
After cautioning Will ‘to be .careful

with it; I showed him how to use
itin preparation ‘for the morrow.
On Saturdav. Jerrv Yester and his

brother-in-law. Dave. Will and 1 tonk._

off in Terry's.plane for Prince William
Sound. We landed in. a lake. taxied
to shore. and then prepared to walk
about” a’' mile: downstream from the
outlet of the lake to salt water: to
fish where the stream runs into Prince
William Sound.
Will Baptizes .22

Finally we reached salt water.

The tide was out. The salmon
were in. We put our gear down and
clambered over the rocks {o the water.
The first cast Will snagged a rock

~and broke bis line losing another lure.

After his second cast, I saw him look-

‘ing iinto the water below the rock

he was standing on. “What's the matter.
Will?" I asked.
*Oh...nothing.” he said continuing

'to look into the water.

I walked over to him. Then I
noticed that mv fine old Shakespeare
reel no longer had a handie on it.

“*What happened to my .reel Wlll" '
I asked.

'l'he handle fell off into thp wafer
Uncle Wavne." he said. - -

“Find it. Will." I said with some
firmness. )

- Will hung over the water peering
into the depths. *'Be careful Will,”

Tsaid. “You'll fall in. 'Ihat rock vnu

are qntmg onis slipperv.”

- “"T'm OK.. Unr‘lP Wavyne.” qmd
Will. :

As | iurned mv back I heard

v._'a splash. Will emerged from the water
goods store put. a blg dent m a

a moment later.' mv 22 revolvér which
he was carrying. and his Dad’s pocket

watch, both wet with salt water. (Did

vousknow that a pocket watch won't

-Tun more than a half hour aftet emer-
-gion in salt water? And vou should
-see -how quick a colt: Dmmnndhm‘k
‘starts to rust!)

Will Breaks Another llod

... Wefinally borrowed another reel -
-from Dave (who didn't know any .|°

hetter).’
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Will was consistent. He made the -

and caught the lure on the same
rock he had caught with his first
cast. With a shout I GOT ONE.
UNCLE WAYNE!" Will reared back,
on the rod hard and again I heard
a loud crack. Good-bye one thlrty-
five dolldr Kenai fishing rod.

By this time I was beginning ‘to
see it as a challenge. In the interests
of science. I decided. I would continue
furnishing equipment to this young
man until [ saw just-how much des-
troved equipment it taok before’ one
voung Texan could catch a fish.

I ‘slipped Dave ten bucks and

borrowed another rod for Will. Will.

promptlv lost three ~more - lures. [
bought six ‘extra lures from Ierrv
Will lost two more.

The tide was coming in’ when we
noticed Will's tackle box floating out
in the water. He had put it below
the high water mark-and as-the tide
came in the box floated awav. For-
lunately, we retrieved it as well as
mv colt Diamondhack which was niot.

submerged. Will had put the Diamond-
again’

back ‘on.'a rock to dry’ out.
helow ‘the high ‘water mark. Tt, was
easv to find. The leather belt was
sticking out of the water. -

will Breaks‘Thermo.:s -

We then sent Will with the thermos”

jug back. upstream a hundred vards
or so. fo fresh. water, to fill it up
so we conld have a drink of waler.
When he gol back, 1 noticed .the
thermos tinkled. Will apparently- had
slipped on a slump’ dropping the
thermos and breaking its liner.

Rack we went (o fishing. I finallv
got a nice silver salmaon an the line.
“I'll net him for you,™ said Will. *“I'm
wet anvway!” Will grabbed the float-
ing landing net and ran into the
water again. (The silver.was still 50

13
vards from shore and not at all con-
vinced that he wanted to be Janded).
As Will entered the water, he and the
floating landing disappeared. The net
floated to the surface first. Then came
Will sputtering and coughing. He had
stepped into a hole. Instinctively he
grabbed my .fishing line to -steady
himself. The lme broke. My sﬂver gnt
away.

We fmally made lt back 10 Anrh-_,
orage after Jerry made Will promise
not to touch any part of the dirplane. .

It was a warm August afternoon.
as we landed at .Lake Hood. While
unloading the airplane Jerry hrnught )
out three beers from.a cooler he had .
in the back of. his car.”l got one.
swig out of mine before pultmg 11 ‘on’
the pier to-unload more gear. A mom-.
ent later I heard a splash.. Will had
trippad over the botile. with his. foot.
kicking the beer into Lake Hoat .

We have several more mmdentq
involving Will ‘such-as dropping “the-
collection plate full of thange the next.:

. dav at Sundav- Mass and: I am"still-

finding my tools in thé woods beldw -

. our house as the spring snow melis.
. (How.a Texan would hope to-cut fire--

wooid with a ‘hammer “and: tiré" iron:
is beyond me ‘but ‘we. fmal]v 2nl"
Wlll back nnaplane to'Iexas) SOl

ast ‘week 1 ‘got a nnte frnm V\'l"
asking me 10 send him college brochures
from Anchorage: Community. College.
Savs he's considering movmg to Alaska.
I think Presitlent Carter must have
heard ahout Little Will. That certainly
wonld explain Cdarter’s concern over
the Alaskan environmenl which re-
sulted in his massive land withdrawals.
Carfer’s afraid what might happen
to the environment if Will were to’
mave up here permanentlv,
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"Bodily Injury
Reparations

by Tony Smijth

The .Bodily - Injury Reparations
Advisory Committee published its
report on March 27, 1979, The com-
mittee was established by Administra-
tive Order 45 on December 12,.1977,
with directions to study the availa-
bility and expense of personal injury
insurance in Alaska and make re-
commendations as to the advisability
of fundamental changes concerning:
(1) the adequacy of present repara-
tions systems; (2) legal principles of

"bodily injury reparaion; (3) legal pre-

cedures and expenses; (4) functioning
of bodily injury insurance systems;
{5) the availability of insurance: and
(6) possible alternative methods of
bodily injury reparations.

The committee was composed of
individuals representing the health
care delivery system, the Alaska in-
surance industry, the legal profession,
consumer groups and legislators, Mr.
Perry Eaton, Vice President of United
Bank Alaska. was initially committee:
chairman. In July 1878, he resigned
and John Anthony (Tony) Smith was
appointed chairman for the duration
of the committee's deliberations.

Rowan Group Survey

Members of the legal profession
in reviewing the committee’s recom-
mendations and analyses should begin

.with the data and analysis gathered

by the Rowan Group. The committee
retained Rowan Group, Inc., to do an
attitude survey of a random cross-
section of the public. The entire ana-
lysis and narrative data is included
in the appendix of the report and is
worthy of consideration by anyone
involved in the bodily injury process.
Surveys of this nature are accurate
within four percent and are an im-
portant information-gathering tool.

At the conclusion of the general
public opinion poll; the Rowan Group
did an indepth analysis of those people
in the initial survey who had suffered
a bodily injury in an accident. The
poll was conducted in Anchorage as a
result of budgetary constraints, but
the committee felt the conclusions
were illustrative of the situation state-
wide.

The committee's analyses and re-
commendations are broken down into
seven general areas. In some cases
the committee made specific recom-
mendations for action, and in others
the committee recommended further
follow-up analysis.

Arbitration Recommended

‘In the subsection entitled ‘‘Legal
Issues’” the committee recommended
that all bodily injury claims for
$25.000.000 or less be- arbitrated:
that interrogatories be limited and

that the courts sanction attorneys for.

frivilous motions, discovery requests
and pleadings: that Ad Damnum clauses
be prohibited: that structured settle-
ments involving periodic payments-be
encouraged; -and* that Rule 68 be

amended to allow a plaintiff’s offer
of settlement.

In the “Professional Malpractice™
subsection the committee recommended
that the statute of limitations in all
professional services malpractice cases
be two years with an additional two
years for discovery, with the excep-
tion of minors, where there would
be a total of eight years for dis-
covery ending on the eighth birthday:
or two years after the alleged oc-
curence of malpractice plus two years
for delayed discovery (whichever
occurs later); require that health pro-
viders maintain insurance with a
minimum coverage of $250,000.00:
and the repeal of certain statutes
which developed out of the medical
malpractice commission.

Alaska Compensation

In the “Workmen's Compensation"
section the committee recommended
that the Governor appoint a commission
to study the implementation of a pro-
gram entitled *“Alaska Compensation™
which would accomplish the merger
of workmen’s compensation and non-
occupational benefits; that a more
equitable method of appropriation
cost of cumulative injuries be deter-
mined and there be a requirement
that employment be demonstrated a
causative factor in a cumulative in-
jury claim; that workmen’s compen-
sation benefits be offset against any
other employer-sponsored and paid
benefit to the extent that not more
than the employee’s actual after-tax
wage at the time of injury would be
paid in total; that while the employee's
sole remedy against his employer may
be workmen's compensation, it shall
not be applicable to the situation
where there is clear and convincing
evidence of an employer's wanton and
willful disregard for the safety of his
employees: that workmen’s compensa-
tion claims limit the time for filing
claims to twelve months from the date
of injury, or in the case of occupa-
tional disease. twenty-four months from
the date that the employee first
has knowledge of the condition and
its relation to his employment; and
that a prehearing conference be re-
quired on all cases before present-
ment to the workmen's compensation
board.

-In the “Insurance’” section the
committee recommended that the State
enact a no-fault insurance plan con-
taining certain minimal requirements;
that insurance companies be allowed
to pay claims by draft: that there
be available in Alaska under-insured
motorists coverage: and that motor
vehicle insurance for bodily injury
and property damage be compulsory.

Strike Force Recommended

The committee devoted an entire
section to **Driving While Intoxicated.”
The committee found that a substan-
tial number of accidents . involving
bodily injury are caused by drivers
under the influence of alcohol. As a
result the committee recommended
that the State fund a ‘“‘strike force’
for the apprehension of those driving
under the influence of alcohol and
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that there be an amendment to Alaska
Statutes to provide for the seizure
and the immediate impoundment and
forfeiture of a driver's equity interest
in a motor vehicle if the person’s
blood alcohol was found to be in
excess of 0.15 percent.

In the “Health Care’ section the
committee recommended an increase
expenditure of money for health,
driver’'s -safety, industrial safety,
parenting, child abuse and drug abuse
educational programs: the establish-
ment of a health information center;
the encouragement of a completion
of a basic swimming course and water
safety program for all junior high
school students; the vigorous promo-
tion of a basic first aid/CPR course
as a required high school course
and as part of any commercial driver’s
or pilot’s license; the requirement that
all motor vehicles operated and re-
gistered within the State be provided
with a carbon monoxide detector;
the establishment of computerized
registry of serious injuries; that State,
local governments and private enter-
prise structure benefit packages to
provide balanced coverage for alter-
native and more economic sources
and treatment of health care; that
each hospital in the State provide
each physician on its staff and patients
upon admission an accurate up-to-
date list of all charges in plain English
and understandable to the consumer:
and that Federal and State govern-
ments implementing broad based pro-;
grams affecting health care should be.
encouraged to insure cost effectiveness.

Minority Reports

There were minority reports on
almost every issue included in the
report. Doctors Arndt Von Hippel and
Michael Armstrong, although many
times voting with the majority. filed
minority reports on almost everything
including the historical background
and development of the Bodily Injury
Reparations Advisory Committee.
While Dr. Von Hippel's feelings toward
the legal profession are well known
to many attorneys, his minority reports
contain a number of interesting and
thought-provoking ideas, statements
and comments. This writer definitely
feels that the legal profession would
be remiss in dismissing Dr. Von Hippel's
thoughts out of hand.

Ames Luce drafied a vigorous
minority report on the no-fault auto-
mobile insurance proposal. Many of
our brethren 1 am sure will find
Ames’ dissent more persuasive on the
no-fault issue than the committee's
recommendation. While. this writer con-
curred in the no-fault proposal. Ames’
minority report is a well written.
cogent and persuasive argument for
his side of the issue.

Carl Anderson, Alaska Pacific
Assurance - Company, was in the
minority on a number of issues. Mr.
Anderson joined the committee on
December 18, 1878, after the com-
mittee’s work was completed except
for the finalizing of recommendations.
He was appointed as a result of
the untimely death of Mr. Hugh Fischer,
president of Industrial Indemnity In-
surance Company of Alaska. Had Mr.

Anderson participated throughout the

‘committee’s deliberations it is possible
that he might have altered some of
the recommendations. His minority
position certainly reflects the ‘con-

sidered analysis of a leading member
of the insurance industry in the State
of Alaska.

The report was drafted, with com-
mittee review, by Debbie Halladay,
the executive director of the committee,
and Dr. Chris Calvert, the staff writer.
Unlike many government reports the
BIRAC report is well written and
makes for interesting reading. This is
largely the result of Ms. Halladay
and-Br Calvert. Dr. Calvert is a
professor of English Composition at
the University, having received his
undergraduate and master's degrees
in England, and his Ph.D. from.the
University of California. ‘His Ph.D.
dissertation was an analysis of the
works of Kurt Vonnegut. He was there-
fore a very appropriate staff writer
for a committee analyzing the bodily
injury reparations system.

Committee Membership

The committee was composed of:
Arndt Von Hippel, M.D. (Anchorage
heart surgeon), Michael Armstrong,
M.D. (Anchorage intermist and rhemua-
tologist), Robert Ogden (administrator
of Valley Hospital in Palmer), Hugh
Fischer (president of Induatrial In-
demnity Insurance Company of Alaska,
Lois Clary (executive vice president
and treasurer, Clary Insurance
Agency), John C. Smith (president of
Northern Adjusters), Carl Anderson
(Alaska Pacific Assurance Company),
L. Ames Luce (Kelly and Luce), John
L. Sund (Ellis, Sund and Whittaker],
Edward L. Hite (risk manager for the
Municipality of Anchorage), John
Anthony (Tony) Smith (Smith, Taylor &
Gruening), Tina Monigold (community
affairs activist in Kodiak), Julie Wroe
(AKPIRG), A. Douglas Hulen (Alaska
Sales and Service), Senator John But-
rovich, Senator Pat Rodey, Represen-
tative Larry Carpenter and Represen-
tative Lisa Rudd.
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he Nose (Knows
The News)

THE ANCHORAGE COURT SYSTEM
was buzzing recently over open con-
frontation between one of the
Superior Court judges and a Senior
Court secretary. The Nose hears that
the secretary described the judge as
“that animal which fell into the pit
on the Sabbath,”

NOW THAT THE CLUB BAR has
been closed., its attorney patrons have
moved down the street to the Milky
Way much to the grumbling of Ken
Jensen, Joe Palmier and some of its
other established patrons. :

SPEAKING OF GRUMBLING,
three Superior Court Judges will be
absent from the Anchorage Bench
during the month of May. One on
vacation and two attending the
judges’ acheol in Reno. Later on this
summer four will be gone at one
time.

THE NOSE UNDERSTANDS that.
Brian Shortell, Public Defender, will
resign in August.

AN ANCHORAGE ATTORNEY was
recently charged with a traffic of-
fense. During his trial he inter:
posed himself so often while his part:
ner was defending him, that in absolute
frustration his partner stormed out of
the courtroom and left Lim to defend
himself.

IF YOU CAN'T PASS THE BAR,
drop in and see Fritz Pettyjohn and
Michael Keenan. Fritz bought Swift-
water Bills on International Airport
Road. Mike recently purchased the
Double Muskie in Girdwood.

THE NOSE HEARS Joe Balfe,
Anchorage D.A., was shown how to
play the “numbers” game, by Margo
Savell while in Hawaii.



Incorporation

[continued from page 3] -

and the same should not be set forth
in any by-laws. . .

will'be a corporation, alien, or other-

non-qualified entity or person. The
election to be treated as a sub-
chapter ‘S corporation must be made
within the time period set forth by
law: Litigation has occurred over such
minor violations as filing the elections

however. It should be kept in mind,
that other than for capital gains, a
sub-chapter S corporation is not a
conduit such as a partnership. A
corporation’s income and expenses
are first determined and then, if a
profit is made, the shareholders pay

15
"~ The Association was established
in 1963 to- develop and improve the
practice and procedures .of family
counselling as a complement to judicial
procedures. Also to promote, maintain
and preserve high professional and
ethical standards in court-related

lanni ' within the time-period but a postmark taxes on the ‘proft in a prorata marriage and divorce counselling. It
. o g Loss Periods being made on the following day by amount according to the shares that does provide an interdisciplinary
* As was discussed in the preceding the post-office, and under such situations  they hold whether the mongy is actually forum for the exchange of ideas and

section concerning Code Sec. 1244
stock, the problem of debt-equity ratio
has also surfaced in the area of “one
class of stock” and number of *‘share-
holders” in litigation involving sub S
elections. The commissioner has taken
the position that if corporate debentures
or loans to the corporation are in
reality . hidden “equity” they create
a new different class of stock, thus
disqualifying the corporation. While
there are cases indicating that the

IRS ‘is without authority to attempt

to inject the debt-equity argument
into litigation in an attempt to invali-
. -date an elaction, such cases have been

outside the 9th Circuit Court of Appeals.

the election has been deemed invalid.
For calendar-year corporations in 1979
and for corporations subsequently
an election may be made at .any time
during the first 75 days of a
taxable year. An election cannot be
filed by a corporation that is not
in existence under state law. Inorder
to file a consent, all sharseholders
who were shareholders on the latter
of the first day of the corporation’s
taxable year or, on the day of election,
must file a consent on Form 2553.
New shareholders added after the date
the election was mads, must voluntarily
refuse to consent to the election within
60 days of "acquiring their stock,

withdrawn from the corporation.
Conversly, if losses are sustained, the
shareholders may use those losses to
offset their other income, provided
the losses do not exceed basis of the
shareholder's equity and loans in the
company. By utilization of careful
planning, with the knowledge of 1244
stock and also the provisions under
sub-chapter $ dealing with corporations,
counsel can assist clients in obtaining
tax benefits for new businesses. Next
month’s article will be dealing with

_ incorporating ongoing businesses.

1980 CONFERENCE OF ASSOCIATION

development of solutions to
counselling problems.

The conference will be in
Anchorage at the invitation of the
Alaska Court System and will be. the
first international forum of its kind
to have a program in the state of
Alaska. This Association ordinarily
qualifies for continuing legal educe-
tion credit and should prove of in-
terest to most of the members of the
Alaska Bar.

The preliminary meetings of the

family

- program committee have indicated in-

terest in the following areas: .
The pro and con of family court;
use of prepaid legal services in the

The ‘tax court has held that a bona " unlike the prior rules concerning sub- OF FAMILY CONCILIATION field of domestic relations; rights of
fide loan which does not have any S corporations. There is language in COURTS children; criteria for custody investi-
incidents normally attributed to equity the regulations that states that a gations; interstate concerns, both in
stock ownership may not create a corporation is in existence when the By Frank Stevens respect to Uniform Marriage and
second class of stock even if dis- first of the following occurs: when it : Divorce Act and the Uniform Inter-

proportionate to the actual s
equities of the shareholders. Great

care was exercised in those cases to’

insure that all of the formalities of

proper debts were followed. Again,

as discussed in the section on 1244
stock, whers equity is extremely small,
.and debt extremely large, there is a
greater risk that a court could find
that the debt represented actual-equity

is formed, when it acquires assets,
has shareholders, or beings doing
business. The possibility that a cor-
poration could transact business be-
fore it is formally constituted under

- state. law, could be argued by the

and thus a second class of stock.

The admonition set forth above with
respect to the small business stock
should also be reviewed with regard
to the sub-chapter S election, Where
non-+kLareholders have loaned money
to the corporation and it can. be
shown by the commissioner that such
“loans’’ represent equity, in fact, the
IRS will take the position that such
non-shareholder creditors are in fact
shareholders and the limitations -on
number of shareholders may thus be
violated by the corporation and the
election be ‘deemed invalid. This is
particularly true when viewed by

analogy with other sections of the corporation. . PUBLISHES OFFICIAL EDITION
\\1‘&‘% when purported holders of debts Because most businesses operate OF THE ALASKA STATUTES
froma.corporation have been deemed at a loss at least initially, by careful PROFESSIONALLY PRESENTED IN
to have been shareholders. One other planning and financial advice from . 11 VOLUMES
problem has arisen with regard to accountants or other financial advisers,

qualifying shareholders, and that is
if one of the shareholders becomes
bankrupt. It has been held by the

service that the trustee in bankruptcy be operating at a loss. They may PLEASE CONTACT:
does not qualify as a shareholder and ‘thus elect sub-chapter S corporation TINA ALEXANDERSON, SALES REP.
therefore the election will be termiriated. taxation initially, with a short year- P.O. BOX 682

An assignment for benefit of creditors,
on the other hand, and recsivers, may
be treated as ‘‘agents” of the share-
holders, provided that the'shareholder
retains a significant beneficial in-
terest in the stock. Should the stock
ultimately be sold for the benefit
of creditors or the receiver that could

commissioner with uncertain results,
Certainly a corporation is in ex-
istence when a charter is granted,
when it ‘has assets and conducts
business. And the time period would
then begin to run, The better way to
plan for a corporate business is
to first form the corporation, then be-
gin negotiations for contracts, opening
bank accounts, and doing other acts
which would indicate the existence
of the corporation. For calendar year
corporations therefore, an election
could be made during the first 75
days from the date that the corpora-
tion was formally incorporated under
state law. Shares of stock should be
issued prior to the expiration of the
75 day period in order that the share-
holders may consent to election by the

the shareholders may be : able to
determine the approximate period of
time during which a company may

end covering the period of losses and
low profits. Once a corporation begins
making larger profits they may diselect
the sub S election for a subsequent
vear following a short year-end and
elect to retain income in the corpora-
tion and thus avoid personal income
taxes on corporate profits. Another

invalidate the election if the purchasers election cannot be_made for years P}oviding
e ) Offices & Services
BAYLY, MARTIN & FAY, INC. OF ALASKA “In Anchorage

d/bja THE CLARY INSURANCE AGENC

. WITH SPECIALISTS IN: .

The Association of Family Con-
ciliation Courts has selected the city
of Anchorage for the annual meseting
for the year 1980. Dates selected
are May 21, 22, 23 and 24th. A local
program committee has been involved
in attempting to develop a program
and we are asking members of the
Alaska Bar to respond to the fol-
lowing suggestions, also to make any
suggestions that they might wish to
concerning program content. The
Association of Family Conciliation
Courts i8 an international associa-
tion of judges, counselors, attorneys,
and others concerned with court con-
nected family counseling services.

state Custody Act: expert witnesses
in’ custody disputes—Who are they
and how are they used; the Military
and its place in the civil domestic
relations area.

We are interested in responses

"as to the desires of the members of

the Alaska Bar for this program.
To date the program has been given
a letter of support from Governor
Hammond and from Senator Stevens
and there was an indication that
Senator Gravel may be availabls to
participate in the program. Any re-
sponses should be directed to Francis
M. Stevens, Program Chairman, 1980
Conference, Family Conciliation Courts,
303 K Street, Room 214, Anchorage,
Alaska 99501.

MICHIE

BOBBS-ME

HIGHEST STANDARDS AND
TRADITION OF LAW PUBLISHING

BOISE, IDAHO 83701
TEL.: 208-336-3630

=G =

RRILL

* Comfortably furnished private offices
* Receptionist/Secre tary_/'lj ranscriber/Answering Service/

\ .

LAWYER'S LEGAL LIABILITY ;' - Notafy Public . . ,
_ (endorsed by the Alaska Dar Assodiation) i * AP ) Amise ..
& GROUP LIFE & HEALTH. 3 . Boqune office su-pplles & copies
® AVIATION T K Use of an attractive conference room
® ALL FORMS OF DUSINESS INSURANCE . One monthly. payment covers it all
® ALLPERSONAL INSURANCE {Weekly rates available to the traveler)

-*

Convenient to airport and restaurants

1t's 8 COMPLETE SERVICE FACILITY available to both
‘the traveler and the 1-2 person business having need of a
first class office at a reasonable price without the hassles.

'0UI, 4637 Old Seward Hwy, Suite 200,
Anchorage, AK 99503, 907-279-0682

THE CLARY INSURANCE AGENCY

Your Full Service Insurance Agency

A Division of Bayly, Martin & Fay International

(907) 276-5454

.

803 West Fifth, Anchorage
with offices in Kenai and Seward
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By William W. Garrison

In December of 1977 Respondent -
was Tefained to- represent Petitioner -
in .a contested divorce action. A fee .

‘agreement- was. entered into at the

. initial conference whereby Petitioner

' ::would be-billed at an hourly rate. Pet-

'torneys fees.

“itioner. was informed that although
Respondent would.attempt to recover:

his fees from the defendant, Petitioner

- would nevertheless be ultimately re-

sponmble to Respondent for his at--

The complemt was filed “and

- valuahle services were rendered. Prior :

+. 1o March of 1978, without notification-

. 40 Respondent, Petitioner .reconciled -
- with her husband. Respondent learned

of . the change in circumstances at

-gome -later- date when- Respondent. :

. contacted the defendant’s attorney:

in an’ effort to obtain en answer to

_"'the diverce complaint.

In May Petmoner.‘.wnhout ‘Re-

”'4spondents assistance .and again

without Respondent'’s' knowledge, filed
‘a petmon for dissolution which was

% -also filed' for bankruptey thus ‘pre-.
. cluding Respondent from obtaining an :

granted in July. Petitioner’s ex-hushand

~ award for.attorneys’ fees. .

. -allegmg that Respondent did not ob-

tain a divorce in.a timely manner

i3 and further that Petitioner felt that

Respondent should obtain his attorneys’

" fees from her ex-hushand. Respondent
+ -~ requested, in the event he prevailed,

3l

: costs and attorneys fees.

that the Fee Arbitration Committee
award him attorneys’ fees comparable
to that which would have been awarded
by the District Court.

The Committea found that Re-
spondent was- entitled to recover the

fees and costs incurred for services
rendered. The Committee denied an -

award which would have represented

***

_Respondent was hired to repre-
sent Petitioner-in a dispute between
Petitioner and a contractor hired to
construct a residential structure. An’

- hourly fee agreement was entered

into. Respondent conducted . substantial

negotiations and obtained major con-.
. cessions for the benefit of Petitioner..

There was no major dispute over.

the: amount of time expended by
:Petitioner:
questioned whether Respondent's ef- .
‘forts: were: constructwe Petitioner’s -
primary . complaint was that Respen::

Respondent, “however,

dent refused to.file:a lawsuit against

~.-the’ comractor ‘and further that Re-
" ‘sponidént's, fees were not justified by .
the result. Respondent took the position -
ithat given the concessions:granfed
that litigation ‘'would only be.:contra--
end too expensxve tov

productlv
justify. .~

,***

Petmoner in. ‘an effort to obtam
a permanent visa for ‘her' brother,
sought Regpondent's services. At the

".initial meeting no clear fee agreement

" was reached, however, it was agreed

that Respondent was to obtain further

information and then consult with
Petitioner regerdtng further legal
services. -

' Respondent thereafter. on Petit-
joner’s - behalf, contacted and met
with the Naturalization Service. Re-

spondent then scheduled a subsequent
meeting with Petitioner to discuss. the
matter. further. Unbeknownst to

.Respondent Petitioner’s brother had

retursied to ‘his_native land. Petitioner
did ‘not meet again with. Respondent

‘although .she knaw that a meetmg

was scheduled.
Respondent presented Petitioner

,-W1th a bill for $240. Petitioner con-
" tends -that she .did not understand
- that she was obligated to pay Re-

spondent for his legal services, be-

lieving only that. Respondent was. to

determine whether legal services were
required and theri to contact Petitioner.

The Committee found that although
an agreement had been reached at

spondent would undertake to obtain

-initial information no clear fee arrange-
‘ment was entered into. Although Re-

spondent rendered authorized legal
services in pursuing permanent visa

‘status . the' Committee found thet it

was Respondent’s responsibility to
clearly lay out the fee arrangement.
The Committee reduced Respondent’s

:fee to $80

A Respondent sued Petitioner for' :
= his, attorneys fees in District' Court. *
" Petitioner filed for Fee Arbitration

***

: Respondent was retamed to pre-
pare certain- legal documents for
Petitioner. No hourly rate or fixed
price was agreed upon,

Respondent spent one and. one-

. quarter hours with Petitioner at the

initial- conference. One. and one:-half
hours were spent drafting the initial
agreement and a quarter hour was
subsequently spent discussing the
document and its ramifications with
Petitioner.

The employment contract con-
templated the preparation of additional
documents which were. prepared by
Respondent but. which were not

. received by Petitioner within the period

of time previously specified fo Respon-

- dent. There was no proof that Petitioner

made use of the latter documents.
One and .one-half hours -attorney's

time was attrlbuted 10 the preparation
Respondent billed -
Petitioner for a total of four and one- -

‘of these items.

-half hours.: :
- “The Comnnttee. gwen the fact
that no fee agreement had been reached.

- first. determined a reasonable hourly |
‘rate which could be attributed to

Respondent’s services. The Committee

" then” found ‘that. Respondent’s -total |
hourly billing should be' reduced by'-.-

ong end one-helf hours e R

Respondent Attomey was- retemed 2
“to represent Petitiorier in a contested"

divorce matter. The couple- hed four,

«children,” two'of : whom' were. born !

of "the marriage. The divorce was’

quite complex mcludmg & dispute.over :

a right to:a substantial amount of-

. - .- money which ' Petitioner” ‘claimed be-
Ccnmutlee found Respondent 8. :
" position ‘to be ‘reasenable and in any
- -event his failure to.file an-action -
. did not defract from the services per-.

formed. The' Committee found that -
- Respondent had rendered services of -
- value.which equalled or exceeded the :.
Ce amount cherged to Petmoner

loriged” to -lier “and’ the- ‘children. A

guardian-ad litem was appointed-to
protect the interésts of the children. -
Respondent-Attorney - was - dismissed -

by Petitioner pnor to a’ resol tton
of thedlspute :

.-Petmoner $3.338.81. Petitioner- alleged

“that Respondent-Attorngy was notre::
- 'presenting her best interests and

further that, Respondent-Attorneys

-.acquaintanceship . with’ opposing._

counsel compromised her cause.

- The Panel found that Respondent- :

; Attorney had  rendered - authorized

legal services. for the -Petitioner’
and further that.the services rendered '

were reasonable and conferred a
valuable benefit upon Petitioner. The
Panel, after reviewing time slips, ledger
cards and statements, reduced the
total amount of the fee charged by
$265.

Respondent Attorney b|lled.5; S

Following is a report on -the’

activities of this Committee submitted
" in accorddnce with the requirements

of the Bylaws of our Association
calling for a report to bs submitted
prior to the annual business meetmg
of the Alagka Bar Association.

‘The Alaska Bar Association En-
vironmental Law Committee has been
extremely active this year. Thanks to

Ken Jarvi's committee reorganizational -

efforts, we now have a full comple-
ment of active and enthusiastic mem-
bers. The Committee has held ten
mesetings during the past ‘year. At
several of the meetings representatives
of local government agencies and
others interested in environmental

law in Alaska have attended; given
brief . presentations, and exchanged'

! 1dess with the members: 3
* At our organizational meetmg.
John A. Reeder was elected Vice

Chairman and Jane Pearia was elected
Recording Secretary. With -the steg.

Recent Fee Arb DGCIS|ons lEnwronmental Law Commlttee

gered membershxp terms, the Comnnttee
i8 looking forward to contmurty that
has been lacking in the past. - .
The primary focus of the Com-
mittee’s actwrty this year has been
on-the emerging area of coastal zone

.management in Alaska. In conjunction

with the University of Alaska, the
Committee is. sponsoring a_one-day .

- geminar-on the implementation of the :

Coastal Zone Management Act in:
Alaska, to be held at the Anchorage
campus of the University on Saturday,
May 18th

‘In summary, I can say that it
has been a productive year for the
Environmental Law Committee. Al-

vthough my term on the Committee

is now expiring, I have every reason
to believe that the: committee .will

. retain ‘the" momentum that .we have

gathered  this year, and. that we-
can continue to look forward to having
this Commitiee be one “of ‘the most
active committees in-our Associetion.

Lanier gave Arnold Palmer
three tips to improve his tlmmg

- whenyouare. .

S B When T'm traveling, I- keep ahead of paperwork
“with the Attaché Lanier’s smallést standard- . ..
.cassette portable. I take it with me everywhere'to '@

. dictate letters, memosand record ldeas One-buf:ton

i operatmn makes it eaey. i

| #3-Call (dealer- nante).

portables at prices you can-afford.

#1 Talk your way through paperwork.
Meybe you can’t picture me behind a desk, but I’ve got

- ... one. And between my golf and busmess commiit-.
4 - ments, the paperwork can reslly pile up on
it. That’s why I have the attractive, easy--
- to-use Time Commander™It’s Lanier’s full- -
-~ featured desktop dictating system. I useit totalk -
xny way through stacks of Iett.ers, memos and reports

#2 Keep your paperwork movmg

. Since I started using Lianier, T have more time to spend on the golf course
- Teke a txp from Arnold Palmer. I paperwork is mterfermg with' your -
. timing, give Lanier a try. They have a wide vanety of desktops and .

Send usthe coupon or call "76—6900

i

" Please c_m'ltact me with xnore in_formation.;: o .

Name - . -

Title -

Phone

e ' LANIER
iy Blate  Zip

BARRETTH-

3330 Arctic Boulevard, Anchorage, Alaska 99503

276-6900




