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For the second consecutive year, the PLF
annual assessment increased by $400. The
2003 basic assessment
now stands at $2,600.
The reasons for the increase in the 2003
assessment mirrored those that required
the $400 increase in 2002. The PLF’s
claims experience in 1999 and 2000 was
worse than expected – both indemnity and
expense costs were higher than projected –
and consequently continued to negatively influence PLF financial results. As
we indicated in 2001, we thought there
were reasons to believe that the PLF
claims experience was improving, and we
continued to see improvement for 2001
claims compared with the very severe
claims results from 1999 and 2000. The
early analysis of the cost of 2001 and
2002 claims indicates that they will continue the downward trend from the unprecedented levels of 1999 and 2000.

Our estimate of the cost of the average 2002 claim is $16,500. This cost is
identical to the 2001 cost-per-claim figure,
and a significant decrease from the
$20,694 cost per claim for 2000.
While the years 2001 and 2002 indicate that the cost of claims has fallen
from 1999 and 2000 levels, the overall results for the Fund in 2002 were affected
by increased claims frequency and disappointing investment results. As in 2001,
bonds did well, but the stock market did
poorly and the overall investment returns
were down slightly. Because the PLF budget assumed a modest gain, the failure of
the investments to perform as predicted
negatively affected the financial statements. As a result, the PLF’s combined
December 31, 2002 statement shows a loss
of approximately $6,5 47,761 (a loss of
$5,6 88,726 in the primary fund and
$8 59,035 in the excess fund). Even with
this loss, the PLF’s total financial picture
remains relatively healthy because our
overall investment return and claims experience throughout the 90s were excellent.
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These results enabled the PLF to accumulate sufficient reserves to weather negative economic and
claim trends. We hope that the combination of an assessment increase, continued moderation of our
claims costs, and reasonable investment results will
yield positive financial results in 2003.
Although it is too early in the year to definitively project the number of claims, so far the frequency of claims are running at a rate more consistent with the economically sounder middle 90s.
HOW IS THE FUND DOING
WITH CLAIMS HANDLING?
Oregon attorneys continue to be happy with the
way the PLF handles claims made against them. An
evaluation form is sent to each attorney upon the
closing of the claim file, with a very high response
rate from attorneys receiving the form. We received
472 responses out of 867 claims closed in 2002. As
noted, the results were very good:
How satisfied were you overall with the handling
and disposition of your claim?
Very Satisfied
Satisfied
Not Satisfied

83%
16%
1%

How satisfied were you overall with the services
provided by the PLF attorney?
Very Satisfied
Satisfied
Not Satisfied

87%
12%
1%

In both categories, 99% of the respondents were
either very satisfied or satisfied with the results.

This is the 10 th consecutive year in which we have
received such high remarks.
ARE THERE ANY CHANGES
TO THE COVERAGE PLAN OR
SPECIAL UNDERWRITING ASSESSMENT
(SUA)?
Yes. Three changes were made to the 2003 Primary Coverage Plan. No changes have been made to
the Special Underwriting Assessment (SUA).
The first change to the Primary Coverage Plan
is in Section I: COVERAGES, Exclusion d.(2) –
Sanctions. Originally , Exclusion d. was much
stricter. All claims were excluded that arose from
sanctions imposed under any rule intended to penalize improper conduct. In 1998 the exclusion was
changed to provide coverage for sanctions directly or
indirectly assessed against a covered party, if the
sanction arose out of a “malicious, vexatious, or bad
faith conduct, or deliberate misconduct. . . .” This
change caused concern that the standard allowed
coverage in instances when public policy would be
frustrated because the PLF would be required to pay
for sanctions that rightfully should be imposed on
an attorney or client because of misconduct.
To strike a balance between protecting lawyers
when sanctions are improperly imposed or not intended as a penalty, and preserving the deterrent
policy of sanctions, the PLF changed Exclusion d. It
now bars coverage for sanctions that are “imposed
under any federal or state statute, administrative
rule, court rule, or case law intended to penalize bad
faith conduct and/or the assertion of frivolous or
Continued on Page AR-5
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Continued from Page AR-2
bad faith claims or defenses.” The exclusion goes on
to state that “WE will provide coverage for the defense of such a CLAIM but any liability for indemnity arising from such a CLAIM will be excluded.”
The comments in subsection 2 were also changed to
be consistent with the new Exclusion d.(2).
Additions were also made to Exclusion u., relating to assumed liabilities. The PLF Coverage Plan
was designed to protect lawyers from malpractice but
not to cover voluntarily assumed liabilities. Exclusion u. was expanded to clarify that the obligation to

pay costs connected to a lawsuit filed on behalf of
an out-of-state plaintiff, if that plaintiff fails to do
so (an obligation which is statutorily required by
ORS 20.160), is not covered by the PLF. 1
Finally, in a major revision to the Plan, Exclusion
s. that excluded “professional services rendered or
any act, error or omission committed in relation to
the prosecution of a patent” was limited in its applicability to lawyers who are not registered with the
U.S. Patent and Trademark Office. The Fund will
now cover patent lawyers who are registered with
the U.S. Patent and Trademark Office for their work
involving the prosecution of patents.
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For historical reasons, patent lawyers were not
included in PLF coverage when it began in 1978.
Those reasons were undercut by the recent upheaval
in the patent malpractice insurance market. Commercial insurers were raising their rates or terminating
coverage without regard to firms’ claims experience.
In these circumstances, the PLF felt a duty to allow
patent lawyers coverage for potential claims arising
out of the prosecution of patents. The inclusion of
registered patent attorneys in PLF coverage is consistent with the overall PLF mission of providing
stable and affordable malpractice coverage to Oregon lawyers and, because the program is mandatory, providing protection to the public as well.
Before making this decision, the PLF Board of
Directors studied the claims history of patent lawyers in Oregon and the potential effects of removing
the exclusion on the overall performance of the
Fund. The PLF Board concluded that it was in the
public interest and the interest of Oregon lawyers to
remove the patent exemption and that doing so
would not adversely affect the Fund. The change
has received final approval from the Oregon State
Bar Board of Governors.
WHAT IS THE PLF DOING
IN THE AREAS OF LOSS PREVENTION
AND ATTORNEY ASSISTANCE?
The PLF continues to provide free and confidential personal and practice management assistance to
lawyers. These services include legal education, onsite practice management assistance (through the
Professional Liability Fund’s Practice Management
Advisor Program), and personal assistance (through
the Oregon Attorney Assistance Program).
The PLF loss prevention programs provide diverse assistance to lawyers. Loss prevention seminars in 2002 included programs on retirement planning, career change, employment practices, ethical
and practical considerations for sole practitioners,
practice management, addiction, avoiding malpractice, and practical skills for new lawyers. In addition,
we continue to offer free audio and videotapes (currently 25 programs are available), newsletters (In
Brief and In Sight), over 100 practice aids, and handbooks including: A Guide to Setting Up and Running Your Law Office (1999), Planning Ahead: A
Guide to Protecting Your Clients’ Interests in the
Event of Your Disability or Death (1999), Oregon
Statutory Time Limitations Handbook (2003), and A

Guide to Setting Up and Using Your Lawyer Trust
Account (2001). Our practice aids and handbooks are
all available for free. You can download them at
www.osbplf.org, or call the Professional Liability
Fund at 503-639-6911/1-800-452-1639.
The PLF also offers free practice management
assistance. Our practice management advisors, Carol
Wilson, Dee Crocker, and Beverly Michaelis, answer
questions and provide information about effective
systems for conflicts of interest, mail handling, billing, trust accounting, general accounting, time management, client relations, file management, and
software. In a recent survey about our practice management advisors, one hundred percent of those
who responded s a i d t h e y w o u l d r e c o m m e n d t h e
P L F ’ s practice management advisor services to
others. One hundred p e r c e n t also said that they
were very satisfied or satisfied with how they were
treated, how quickly they were able to reach a practice management advisor by telephone, the practice
management advisor’s ability to explain information
clearly, and the overall level of service provided.
The Oregon Attorney Assistance Program
(OAAP) attorney counselors, Meloney Crawford
Chadwick, Shari R. Gregory, Mike Long, and Michael
Sweeney, continue to provide assistance with alcohol and chemical dependency; burnout; career
change and satisfaction; depression, anxiety, and
other mental health issues; stress management; and
time management. The OAAP assisted approximately
600 lawyers this year.
WHAT IS THE FORECAST
FOR THE FUTURE?
As noted, it appears that the cost per claim of
PLF cases has stabilized in a more moderate range
than that experienced in 1999 and 2000. In addition,
we hope that the frequency will also moderate. We
are still concerned that the economic downturn in
Oregon might affect the future frequency and size of
claims, but as yet we have not seen a great deal of
evidence to indicate that the difficult times have
substantially impacted our current claims experience.
Because claims frequency and claims severity are the
two most significant factors on which the annual assessment is based, we hope that in 2003 the PLF will
have a strong year. The third significant factor is investment returns. Again, we hope that the 2003 investment returns will improve. To date we have seen
improvement over the 2001 and 2002 performance of
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our investments.
Last year the cost of reinsurance for the PLF’s
Excess Program increased 20%. The increase reflected overall increases in the reinsurance market,
and the PLF’s excess reinsurance increase was modest compared with those faced by other insurers.
We will be renegotiating another excess treaty in October of this year and hope that our claims experience and our sound reputation among reinsurers will
translate into advantageous excess rates in 2004. It
is too early to say how the reinsurance market will be
performing at that time. However, the investment
credit of 2% for each year that a firm bought Excess
Coverage from the PLF will be reevaluated this year.
Because these credits are based on investment results, the PLF Board of Directors is considering
whether to continue the credits in light of poor investment returns in recent years.

Over the course of the last year, many lawyers
have called me to discuss various issues relating to
the PLF. I continue to welcome these calls and encourage you to feel free to contact me.

Ira R. Zarov
Chief Executive Officer
OSB Professional Liability Fund
503-639-6911
1-800-452-1639

1

Both of these changes were posted on the PLF
website prior to their adoption with a solicitation for
comments from covered parties. Whenever coverage
plan changes are proposed and it is practicable, the
PLF will follow this procedure.

As we do each year, we will review various PLF
policies and procedures in 2003. Specifically, we will
be reexamining the SUA program, working on coverage issues, and reviewing our Excess Program underwriting rules.
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