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SUMMARY

The Supreme Court of Alaska considers an appeal involving unpaid rent arising from an oral rental

agreement, following earlier litigation concerning trademark infringement. The court holds that the

rent claim was not barred by res judicata or the statute of limitations, and that any error in admitting

prior sworn testimony was harmless. It affirms the award of past-due rent and prejudgment interest but

reverses and remands the enhanced attorney's fee award.
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Appeal from a superior court judgment entered after a bench trial
awarding Iditarod unpaid rent, attorney's fees, costs, and prejudgment
interest. The appellants challenged the denial of summary judgment,
admission of prior sworn testimony, enhanced attorney's fees, and

prejudgment interest.

Res judicata and statute-of-limitations issues are reviewed de novo;
accrual-date factual findings are reviewed for clear error; evidentiary
rulings are reviewed for abuse of discretion, with independent review
of the legal standard; attorney's-fee awards are reviewed for abuse of
discretion, and interpretation of the Alaska Civil Rules is reviewed
independently; the accrual date for prejudgment interest is reviewed de

novo.
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QUESTIONS PRESENTED

1. Whether the separate action to recover unpaid rent was barred by res judicata because the rent claim

could have been asserted in the earlier trademark-infringement action.
2. Whether the rent action was barred by the applicable statute of limitations.
3. Whether admission of Francis Gallela's prior sworn testimony was reversible hearsay error.

4. Whether the superior court abused its discretion by enhancing attorney's fees under Alaska Civil Rule 82

based on settlement offers, allegedly weak defenses, and alleged bad faith.

5. Whether the superior court correctly calculated prejudgment interest.

HOLDINGS

1. The rent action was not barred by res judicata because the trademark-infringement and unpaid-rent
claims arose from separate transactions, required different proof, and involved separate injuries and

harms.

2. The second rent action was timely under AS 09.10.240 because the original rent claim was timely and

the prior judgment was vacated on procedural, nonmerits grounds.

3. Any error in admitting Francis Gallela's prior sworn testimony was harmless because there was no

reasonable likelihood that the evidence appreciably affected the superior court's decision.

4. The superior court erred by enhancing attorney's fees; settlement negotiations could not be considered
under Rule 82, the defenses were not shown to be unreasonable, and the record did not establish
litigation bad faith. The case was remanded for a Rule 82 fee award without enhancement.

5. The superior court correctly awarded prejudgment interest and avoided a double recovery by crediting
prior payments and interest and excluding the period during which Iditarod possessed the prior
judgment.

KEY QUOTATIONS

“The actions for trademark infringement and breach of an oral rental contract are separate and distinct

causes of action.” (141)

“The only method by which fees may be enhanced for failure to accept an offer of judgment is found in Civil
Rule 68.” (144)



“We conclude that the superior court erred in awarding Iditarod enhanced attorney's fees and remand this

issue for imposition of Rule 82 attorney's fees without enhancement.” (145)

FACTUAL BACKGROUND

The Aldermans operated trolley tours under an oral arrangement with Iditarod involving use of space at the
Fourth Avenue Theatre and payment of fifteen percent of specified tour revenues as rent. After the business
relationship deteriorated, the Aldermans moved their office and used the name Fourth Avenue Theater Trolley
Tours, leading to an earlier trademark-infringement action. The rent claim was later litigated in a separate action,
where the superior court found that the parties had agreed to payment of fifteen percent of gross revenue and
awarded Iditarod the unpaid balance, prejudgment interest, and attorney's fees.

PROCEDURAL HISTORY

In an earlier action, Iditarod obtained a judgment for trademark infringement and unpaid rent, but the Alaska
Supreme Court vacated the rent award because the rent claim had been added after the close of evidence and
substantially prejudiced the Aldermans. Iditarod then filed a new action for unpaid rent. The superior court
denied summary judgment based on res judicata and the statute of limitations, conducted a bench trial, awarded
rent and prejudgment interest, and awarded enhanced attorney's fees. The Supreme Court affirmed the rent and
prejudgment-interest awards, reversed the enhanced-fee award, and remanded for calculation of fees without

enhancement.
DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand to the superior court to award attorney's fees under Alaska Civil Rule 82 without enhancement; the
awards of past-due rent and prejudgment interest remain affirmed.
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