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Cases

Advance Finance Co., Inc. v Trustees of the Clients Security Fund of the Bar of Maryland.
652 A.2d. 660 (Md. 1995). Finance company that loaned law clientsmoney, secured by assignments
of personal injury settlement proceeds has standing to seek reimbursement from client security fund
where law firm misappropriated settlement proceeds.

Ainsworthv. State Bar of California, 762 P.2d 431 (Cal. Sup. Ct. 1988). CaliforniaSupreme
Court sustains referee's exercise of discretion in dismissing claims to client security fund, without
prejudice, until conclusion of lawyer'sdisciplinary proceeding. Lawyer'sdue processrightswerenot
violated.

Alvarado Community Hospital v. Superior Ct., et a, 173 Cal. App. 3d 476 (Cal. Ct. App.
1985). Law client who hasreceived an award of reimbursement from Californiaclient security fund
is estopped from pursuing acivil recovery against the lawyer whose dishonest conduct resulted in
the client's award.

Attorney Grievance Commission v. Finlayson, 442 A.2d 565 (Md. 1982). Maryland Court
of Appeals suspends lawyer from practice and conditions reinstatement upon lawyer making full
restitution to the client security trust fund for awards to lawyer's clients.

Beard v. North Carolina State Bar, 357 S.E.2d 694 (N.C. 1987). North Carolina Supreme
Court order which imposes lawyer assessments to support a clients' security fund does not violate
state's separation of powersdoctrine. Court rulesare aproper exercise of itsinherent constitutional
powers over lawyers and the state's justice system.

Bennett v. Oregon State Bar, 470 P.2d 945 (Or. 1970). Oregon Supreme Court upholds
enabling statute for a clients security fund and assessments on lawyersto support the fund. Statute
does not violate the state constitution.

Brookman v. State Bar of California, 760 P.2d 1023 (Cal. Sup. Ct. 1988). Cadlifornia
Supreme Court holdsthat the discharge of alawyer's debt in bankruptcy does not relieve the lawyer
from his restitution obligations to the California client security fund.

Clients Security Fund v. Goldome, 148 Misc. 2d 157 (N.Y. Sup. Ct. 1990). New York
Lawyers fundfor client protection, assubrogee, may recover against adepositary bank ontheforged
endorsement of a check. Defendant bank has no standing to challenge the trustees' discretion in
reimbursing for a post-disbarment theft in the practice of law.

Clients Security Fund v. Grandeau, 526 N.E.2d 270 (N.Y. 1988). New York Court of
Appeals holds that lawyers' fund for client protection has standing, as subrogee of reimbursed law
clients, to pursue negligence causes of action against the law partner of a dishonest lawyer.

Clients Security Fund v. Security Title and Guaranty Co., 634 A.2d 90, (N.J. 1993) New




Jersey Supreme Court articulates standards of liability for theftsin mortgage refinancingsinvolving
title insurance. Court reviews client protection fund's policy relating to collatera sources.
Companion case to Sears Mortgage Corp. v. Rose, infra.

FloridaBar v. Rogowski, 399 So.2d 1390 (Fla. 1981). Disciplinary court lacks authority to
impose monetary sanction against lawyer, payable to the client security fund, where lawyer's
misconduct did not involve the loss of law client money, or result in an award from the fund.

Folly Farmsl, Inc. v. Trustees of the Clients Security Trust Fund, 387 A.2d 248 (Md. 1978).
In reviewing the denial of an award from the Maryland clients' security trust fund, which involved
a theft by a corporate officer who was aso a lawyer, the Court of Appeals articulates a "but-for"
standard for evaluating losses in transactions with lawyers.

Forbess v. Minnesota Supreme Court, et al, No. 4-88-216 (D. Minn. March 22, 1988).
Federal District Court rgjects lawyer's motion to restrain implementation of Minnesota clients
security fund.

Goldberg v. New Jersey L awyers Fund for Client Protection, 932 F.2d 273 (3d Cir. 1991).
In disbarred lawyer's Chapter 7 bankruptcy proceeding, debts owed to title insurer and client
protection fund are held to be non-dischargeable. Federa Court of Appealsdirectsapro-ratasharing
of proceeds remaining in the lawyer's trust account to reimburse losses of title insurer and client
protection fund.

Hersh v. State Bar of California, 496 P.2d 1201 (Cal. 1972). California Supreme Court
upholds statute which authorizes assessment from bar dues to support a client security fund.

Hippard v State Bar of California, 782 P.2d 1140 (Cal. 1989). California Supreme Court
holds that a lawyer's failure to attempt restitution to client security fund is grounds to deny the
lawyer's application to be reinstated to the bar.

In Re Clients Security Fund, 493 SW.2d 422 (Ark. 1973). Arkansas Supreme Court
establishes a clients security fund.

In Re Kennedy, 442 A.2d 79 (Del. 1982). Delaware Supreme Court holds that the client
protection fund's random audit program does not violate lawyer's constitutional privacy right or
attorney-client privilege. A lawyer entrusted with law client fundsisafiduciary subject to reasonable
government regulation.

In Re Member of the Bar, 257 A.2d 382 (Del. 1969), app. dis., 396 U.S. 274 (U.S. 1969).
Delaware Supreme Court rejects constitutional challenge to court rule establishing the Delaware
clients security trust fund, and assessing lawyersfor its support. Ruleiswithin the court'sinherent
power to regulate the legal profession.




Johnson v. State Bar of California, 16 Cal. Rptr. 2d 6 (1993). Court of Appeals sustainsthe
authority of the client security fund to reimburse unearned legal fee. Court discusses standards of
judicial review in mandamus proceedings involving determinations of the client security fund.

Jonesv. State of Maryland, 616 A.2d 422 (Md. 1992). Maryland Court of Appealsholdsthat
Defendant was not deprived of constitutional right to counsel because his crimina defense lawyer
had been suspended from practice after failing to pay client security trust fund assessment.

Lawyers Fund for Client Protection v. Manufacturer's Hanover Trust Co., 153 Misc. 2d 133
(N.Y. Sup. Ct. 1992). In an action against adepositary bank to recover for its payment over aforged
settlement draft, court holds that an attorney does not have the apparent authority to negotiate or
endorse a check which is payable to alaw client.

Matter of Cooper, 168 A.D.2d 695 (N.Y . App. Div. 1990). First disciplinary court decision
invoking court's statutory authority to order lawyer to make restitution to law clients, or to the
lawyers fund for client protection as subrogee, enforceable as civil judgments.

Matter of Douglas, 764 P.2d 1 (Ariz. 1988). Arizona Supreme Court holdsthat Disciplinary
court has no authority to require adishonest lawyer to pay sanctionsto the clients security fund for
aloss which was reimbursed by the lawyer's malpractice insurer.

Matter of Gans, 75 B.R. 474 (Bankr. S.D.N.Y. 1987). In a Chapter 7 adversary proceeding
which challengesthe dischargeability of adebt based on alawyer'sfraud or deceit, Bankruptcy Court
holds that the client-creditor's burden of proof is"clear and convincing”.

Matter of Estate of Sheridan, 149 Misc. 2d 519 (N.Y. Surr. Ct. 1991). New York lawyers
fund for client protection may invoke the state's sovereign prerogative right to priority over other
unsecured creditors of a deceased lawyer's estate.

Matter of Spagnoli, 559 A.2d 1352 (N.J. 1989). New Jersey Supreme Court cites finding of
"dishonest conduct” by clients security fund in disbarring lawyer.

Matter of Tooks, 75 B.R. 162 (Bankr. S.D.Cal. 1987). For purposes of Chapter 7 of the
Bankruptcy Code, an award by the Californiaclient security fund to the debtor-lawyer'svictimsdoes
not reduce the amount of the debtor's criminal restitution obligation, or affect dischargeability.

Monumental Life Insur. Co. v. Trustees of the Clients Security Trust Fund, 588 A.2d 340,
(Md. Ct. App. 1991). Maryland Court of Appeals holds that a life insurance company which paid
insurance proceeds to improper party as aresult of lawyer's dishonest conduct cannot recover loss
from clients security trust fund: the insurance company was not alaw client of the dishonest lawyer.

Officeof Disciplinary Counsel v. Sigall, 538 N.E.2d 109 (Ohio 1989). Ohio Supreme Court
rejectssuspended lawyer'sapplicationfor reinstatement wherealawyer settled restitution obligations




to clients security fund and other victims. Full restitution is required.

Saleeby v. State Bar of California, 702 P.2d. 525 (Cal. 1985). Cdlifornia Supreme Court
holdsthat a claimant who is denied an award from the client security fund may seek judicial review
by mandamus. The fund must provide claimants with an opportunity to be heard with respect to
determinations, and must make sufficient findings to afford judicial review. State bar cannot
prohibit lawyers from charging legal feesto claimants.

Schettino v. Alter, et al., 140 A.D.2d 600 (N.Y. App. Div. 1988). New Y ork lawyers fund
for client protection performs quasi-judicial functions, and all participantsin thefund's proceedings
areabsolutely immunefromliability in defamation, including claimantsand lawyerswho assist them
prosecute claims seeking reimbursement from the fund.

Sears Mortgage Corp. v. Rose, 634 A.2d 74 (N.J. 1993). New Jersey Supreme Court
articulatesstandardsof liability for lawyer theftsinreal property purchasesinvolving titleinsurance.
Companion case to Clients Security Fund v. Security Title and Guaranty Co., supra.

Southeast First Nat'l Bank of Miami v. Florida Bar, 389 So.2d 1222 (Fla. Dist. Ct. App.
1980). The Florida clients security fund, as subrogee, may pursue claims against a depository bank
on a forged endorsement of a settlement draft. The fund's subrogation claims are not limited to
claims against dishonest lawyers.

Trustees of the Clients Security Fund of New Jersey v. Miller, 578 A.2d 887 (N.J. Super. Ct.
App. Div. 1989). In a receivership proceeding, the New Jersey client protection fund recovers
embezzlement proceeds from the estate of a disbarred lawyer. State tax lien is denied priority.

Wasman v. Goshgarian, 537 So.2d 1026 (Fla. Dist. Ct. App. 1988), reh'q denied 548 So.2d
664 (Fla. Dist. Ct. App. 1989). Florida Supreme Court rejects investor's claim for an award from
clients security fund. Evidence of an attorney-client relationship is inadequate.

Williamsv. Idaho State Bar, 848 P.2d 425 (Idaho 1993). The Idaho Supreme Court upholds
award determinations made by the clients' security fund. The court adopts a preponderance of
evidence standard of judicial review for clients security fund determinations.

American Bar Association Publications

ABA Model Rules of Professional Conduct, Rule 1.15, Comment (5), (1992).

Guidefor the Establishment of Clients' Security Funds, 84 Rep. A.B.A. 376, 588 (1969) (V oorhees,
Theodore).

Junior Bar Conference Report on Client Security Funds 3 (Spring 1984).



Report of the Sanding Committee on Clients Security Funds 96 Rep. A.B.A. 595 (1971).

Report of the Soecial Committee on Clients Security Funds, 84 Rep. A.B.A. 365, 484 (1969)
(Voorhees, Theodore).

Report of the Special Committee on Lawyers Indemnity 80 Rep. A.B.A. 328 (1955).

Sanding Committee on Lawyers Responsibility for Client Protection: Client Security Fund
Satistical Survey (1984).

Sanding Committee on Lawyers Responsibility for Client Protection: Client Security Fund
Satistical Survey (1987).

Sanding Committee on Lawyers Responsibility for Client Protection: 1990 Client Protection Fund
Satistical Survey (1990).

Sanding Committee on Clients Security Funds: Model Rules for Lawyers Funds for Client
Protection. (1981).

Sanding Committee on Lawyers Responsibility for Client Protection: Model Rules for Lawyers
Funds for Client Protection. (1989).

A.B.A. Annual Report, Report of the President 78 Rep. A.B.A. 168, 171 (1953). For the ABA's
Annua Merrting in 1953, President Robert G. Storey endorses a program of "lawyers indemnity”
for the United States.

Articles

Bryan, John W., Clients Security Funds. Ten YearsLater, 55 A.B.A. J. 757, 760 (1969). A survey
of developing clients security funds, their success, and methods of financing and insuring them.

Bossong, Kenneth J., Let's Get the Word Out About Clients Security Funds, Bar Leader
(March/April 1987). A discussion of the benefits of public information efforts concerning clients
security funds.

Bossong, Kenneth J., The Clients Security Fund's 20 Yearsof Client Protection, New Jersey Lawyer
(January/February 1990). A review of New Jersey's 20-year experience in client protection.

Bossong, Kenneth J. Getting Serious About Client Protection, The Professional Lawyer, August
1994, p. 10. Commentary and review of the findings in the ABA's 1993 client protection survey
conducted by the Standing Committee on Lawyer Responsibility for Client Protection.

DeForest, Steve, Sability for Client's Security Program, Wash. St. Bar News, p.9 (July 1993). A



discussion of reimbursement by aclient protection program contrasted with insurance by mandatory
bonding.

Frank, Cheryl, Some Client Security Funds Not So Secure..., Bar Leader (Jan/Feb 1986). A
discussion comparing the financial stability of client security funds across the nation.

Gill, Donna, Bail out Plans Given for Clients Security Fund, Chi. Daily Law Bull. (June 20, 1989).
Discussion of financial problems besetting Illinois clients' security fund.

Grant, Anne R., Covering the Loss. The Clients Security Fund: Insuring the Integrity of the Bar,
The Washington Lawyer, Vol.7, p. 28 (Jan/Feb 1993). A profile of the clients security fund in the
District of Columbia.

Grene, Andrew, Mandatory Support of Client Fund Urged, Chi. Daily Law Bull., p.1 (May 21,
1993). Highlightsspeech of I1linois State Bar President Peter L ousbergto National Client Protection
Fund forum on efforts to revive flailing Illinois CSF by request for mandatory funding.

Hecht, Isaac, Preventing Lawyer Theft, Md. B.J. (Jan./Feb. 1991). A discussion of proposals to
reduce claimsto the Maryland client security trust fund and the prevention of lawyer theft, including
clinical legal education, random audits, sanctions and recordkeeping rules.

Immunity upheld for CSF Executive, Officials, Bar Leader (Sept/Oct 1988). Anaccount of Schettino
v. Alter, et al, 510 N.Y.S.2d 806 (N.Y. App. Div. 1988), which extended absolute immunity in
defamation to trustees and executive director of New York client protection fund, including
claimants and lawyers assisting them.

Jarvis, Robert M., Partner Ethics: You Are Your Brother's Keeper, N.Y.S.B.J. (July 1989). A
discussion of law partnership liability in light of Clients Security Fund v. Grandeau, 72 N.Y.2d 62
(N.Y. 1988) which holds that the New Y ork client protection fund, as subrogee of reimbursed law
clients, had standing to pursue negligence causes of action against the law partner of a dishonest

lawyer.

Johnston, Stephanie J., Just How Secure are Client Security Funds?, Bar Leader (July/Aug 1992).
A look at the increase of claims on client security funds nationwide, and the resulting financial
pressure brought to bear on different states' programs.

Johnston, Stephanie J., New Mexico, Kansas Sart Up Client Protection Funds, Bar Leader
(May/June 1993). An account onthere-establishment of client protection fundsin Kansasand New
Mexico.

Kalstrom, Jonathan, Panel Settles 28 Claims, Minn. Lawyer (July 1988). An account of the
Minnesota client security Fund.
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L ousberg, Peter, 1993 Client Security Fund Forum Welcoming Address, The Professional Lawyer
1993 Symposium Issue (1993). The President of the Illinois State Bar Association discusses the
present and future of the Illinois client security fund.

Manahan, James H., Lawyers Should be Audited, 59 A.B.A.J. 396 (April 1973). Addresses the
shortcoming of client security funds in assuring lawyer accountability. Suggests random auditing
to provide preemptive relief and accountability for negligent lawyers.

McKnight, Galen, Clients Security Fund, 36 Cal. St. B.J. 963 (1961). A discussion opposing the
creation of clients security funds for their overintrusiveness and damage to the legal profession’s
reputation. Advocates tougher screening for bar admission.

Miller, Frederick, Lawyer: Fiduciary, Accountant, Archivist, N.Y.S.B.J. (April 1986). A review of
New Y ork's"Uniform Rulefor the Preservation of Client Funds' and related obligations of lawyers
in possession of client money and property.

Miller, Frederick, Know Your Escrow Rights. TheLawyers Edition, N.Y.S.B.J. (March/April 1995).
An annotated summary of laws and rules that apply to consumer escrow transactionsin New Y ork.

Miller, Frederick, A Practical Guide to Attorney Trust Accounts and Recordkeeping, N.Y.S.B.J.
(March/April 1992). Questions and answers to common escrow and recordkeeping questions and
situations encountered by practitioners.

Miller, Frederick, Farewell Caveat Emptor, The Professional Lawyer (May 1994). Discusses hew
rulesof professional conduct for counsel in matrimonial litigation, including aclient'sbill of rights.

Miller, James Fox, A Few Thieves Are Spending Much More Than My Wife, The President's Page
FlaB.J. (April 1991). FloridaState Bar Association President reflectsontheimportanceand positive
impact of Florida clients security fund.

Minn. St. Bar Assoc., Client Security Fund Reports Good Year, In Brief (July 1988). Status report
on the first year of the Minnesota client security board. Discusses the evolution of the Minnesota
Fund and forecasts claim and award amounts for 1989.

Oberrecht, Phillip S., The Clients Security Fund for Victims of Lawyer Dishonesty, 32 Advocate 11
(October 1989). A description of the Idaho Client Security Fund.

Oths, Michael J., Client Security Fund, An Important Servicefor the Public, 36 Advocate 7 (October
1993). A report about Idaho clients security fund's busiest year.

Palermo, Anthony J., Clients' Security Funds Help Our Professional Image, N.Y.S.B.J. (October

1984). Discussion of the positive public relations benefits of addressing lawyer theft with aclients
security fund.

11



Smith, Reginald Heber, The Client's Security Fund, " A Debt of Honor Owed by the Profession”, 44
A.B.A.J. 125 (Feb. 1958). The Director of the ABA's Survey of the Legal Profession urges the
establishment of clients security fundsin the United States.

Sterling, Graham L., A Clients Security Fund, 36 Cal. St. B.J. 957, 958 (1961). Advocates the
establishment of client protection funds on moral and practical grounds.

Tribler, WillisP., The Clients Security Fund: 25 Yearsof Quiet Service, 77 111. B.J. 78 (1988). An
account of the Illinois client protection fund.

Voice of Bar Re: Financing the Clients Security Fund, 111 N.J.L.J. 484 (1983). Lawyer support of
the New Jersey clients security fund hel ps secure the integrity of the profession.

Voorhees, Theodore, Clients Security Fund Program: A Progress Report, 46 A.B.A.J. 496 (May
1960). A status report to the American Bar Association on implementing clients' security funds.

Welden, Robert D., The Clients' Security Program, Past, Present and Future, Wash. St. Bar News
(August 1989). A description of the Client's Security Fund program in Washington State.

Welden, Robert D., ABA Recommends Lawyers Fund For Client Protection, Wash. St. Bar News,
p.36 (March 1994). An article which espouses support for mandatory lawyer assesmentsto improve
the Washington bar's Client's Security Fund.

Wernz, William J., Client Security Board Report, The Bench & Bar of Minnesota (July 1989). A
review of the structure and status of the Minnesota clients' security fund.

Wernz, William J., Client Security: Hindsight and Foresight..., The Bench & Bar of Minnesota
(March 1992, p. 14). A retrospective concerning the activities of the Minnesota client's security
fund.

Witmer, G. Robert Jr., President'sMessage, N.Y.S.B.J. (February 1995). The President of theNY S
Bar Association discusses the activities of the New York client protection fund, and the
governmental use of attorney registration fees.

Law Reviews

Conn, Roy I11, Comment: Attorney Misappropriation of Client Funds, 27 How. L.J. 1597 (1984).
A discussion of lawyer misappropriation and remedies, including random audits, and criminal
sanctions.

Miller, Frederick, If You Can't Trust Your Lawyer...?, 138 U. Pa. L. Rev. 785 (1990). An account

of lawyer deceit in the practice of law illustrated in actual claims that were presented to the New
Y ork client protection fund.
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Note, Pennsylvania Clients' Security Fund - How Secure is the Public?, 22 Vill. L. Rev. 452, 463
(2977). A comparison of the Pennsylvaniaclients security fund with other state funds, and proposes
changesincluding integration of disciplinary and client security fund efforts, random auditing, and
reimbursement by collateral sources.

Note, Attorney Misappropriation of Clients Funds: A Study in Professional Responsibility, 10 Univ.
Mich.J.L.Ref. 415 (Spring 1977). Note addressestheresponsesof thelegal professiontotheproblem
of attorney misappropriation, including more bar admission standards, attorney disciplineand client
protection funds.

Note, The Disenchanted Lawyer and Client: Where Does the Legal Profession stand?, 42 Notre
Dame Lawyer 382 (1967). Note discusses the consequences of lawyer theft and various methodsto
address it, including disciplinary proceedings and clients security funds.

Outcault, R.S and George Peterson, Lawyer Discipline and Professional Sandardsin California:
Administration of the California Clients' Security Fund, 24 Hastings L.J. 687. (March 1973) A
discussion of lawyer discipline issues facing the California state bar, including the creation and
administration of a client security fund.

Digests and Encyclopedias

3 Fed. Prac. Dig. 3d (West) Attorney-Client 663.

Braezner, Annotation: Validity and Construction of Statutes or Rules Setting Up Clients' Security
Funds, 53 A.L.R.3d 1298.

7 Cal. Jur. 3d Attorneys At Law 8338.

7A C.J.S. Attorney-Client §279.

Canadian M aterials and Cases

The Blue Sky Committee, How Many Lawyers Seal Clients Funds?, 36 Advocate 239, (1978). An
informational article to Canadian citizens on facts concerning lawyer theft in British Colombia.

McCaoll, Bruce J., The Special Fund: Entitlement and Payment, Advocate (February/March 1980).
Thefirst in a series discussing the origin and structure of the Canadian client security fund.

McCaoll, Bruce J., The Special Fund Custodians. Appointments, Duties and Discharge, Advocate

(August/September 1980). The second in a series discussing the Special Fund's various activities
regarding lawyer discipline.
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McCaoll, Bruce J., The Special Fund Recent Devel opments, Advocate (October/November 1980).
Thethird in athree-part series discussing how imposed award limits affect claimantsto the Special
Fund.

Petrashuyk v. Law Society of Alberta, 1 W.W.R. 530 (1984) Court enumerateseligibility standarads
for reimbursment from Alberta's assurance fund.

Duncanv. The Investigating Committee of the L aw Society of Alberta, et. a. (Alta. CA No. 11587,
April 4, 1994). Court authorizes Alberta Law Society to proceed with assurance fund claims prior
to the hearing of discipline proceedings.

Patchett v. Oliver, Shepherd, et al, 5 W.W.R. 299 (1977). Court upholds denial of reimbursement
where client sustained personal investment loss with alawyer.

Poy and Totzauer v. Law Society of British Colombia, 11 B.C.L.R. 2d 246, (1987). Court dismisses
law client'sappeal. Special fund'sfindingsare adopted that absent dishonesty or fraudulent conduct,
no wrongful conversion occurred.

Eckstein v. Law Society of Manitoba, 3 W.W.R. 171 (1981). Court holds that regardiess of
eligibility, the statute that governsthe Manitoba special fund creates no obligation to pay any claim,
and that the special fund has full discretion to deny even eligible clams.
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Cases

Beeson v. Idaho State Bar, 910 P.2d 159 (Idaho 1995). Idaho Supreme Court affirms denial of
reimbursement by client protection fund for claim based upon lawyer’ s negligence, not theft of
fundsin the practice of law.

Fergang v. Flanagan, 174 Misc. 2d 790 (N.Y. Sup. Ct. 1997). An excellent discussion of
liability in forged endorsement litigation: client protection fund was awarded summary judgment
for face amount of stolen check, as subrogee, from claimant’s drawee bank. Drawee bank was
then awarded summary judgment for indemnification from depositary bank for breach of
warranty of presentment. Holdings affirmed in Lawyers' Fund v. Morgan Guaranty Trust Co.,
A.D.2d __,688N.Y.S.2d 158 (N.Y. App. Div. 1999), and Lawyers' Fund v. Morgan Guaranty
Trust Co.,  A.D.2d _,688N.Y.S.2d 159 N.Y. App. Div. 1999), infra.

Hagopian v. Justices of the Supreme Judicial Court, 429 F. Supp. 367 (D. Mass. 1977). Dis-
missed constitutional challenge to court rules establishing a client security fund, and assessment
of annual fees. Held that promulgation of such rules were not unconstitutional and were within
the Court’ sinherent power to sustain the standards of the bar.

Home Savings of Americav. Amoros, 233 A.D.2d 35 (N.Y. App. Div. 1997). Dishonest
attorney’ s depositary bank is prima facie negligent for its failure to provide notice of bounced
checks on attorney’ s trust account.

In Re Brady, et al., 1999 Bankr. LEXIS 699, Bank No. 98-33579DAS, Adversary No. 99-0050
(Bankr. E.D. Pa. June 14, 1999). Bankrupt lawyer’s debt to client protection fund is non-
dischargeable in Chapter 7 bankruptcy case. Court limited the fund’ s subrogation rights and
recovery to the extent of its $15,000 award, and permitted law client to pursue recovery of
additional thefts not reimbursed by the fund despite full assignment and subrogation of client’s
rights of recovery.

In Re Gertzman, 446 S.E.2d 130, recons. den., 449 S.E.2d 571 (N.C. 1994). Court affirmed that
appellants were not entitled to reimbursement from client protection fund for funds given to
attorney for investment. The investment transaction created only a debtor-creditor relationship,
not an attorney-client relationship.

In re Proposed Public Protection Fund Rule, 707 A.2d 125 (N.H. 1998). New Hampshire
Supreme Court establishes client protection fund by court rule at the request of the New
Hampshire State Bar Association. Good discussion of professionalism concepts.

Janisv. Janis, 179 Misc. 2d 199 (N.Y. Sup. Ct. 1998). A lawyer’s bankruptcy filing does not stay
the enforcement of a sanction which is payable to the client protection fund.

Lawyers Fund v. Bank Leumi Trust Co. of New York,  Misc.2d ___, (N.Y. Sup. Ct. 1997),
revd, A.D.2d__,682N.Y.S.2d 470 (N.Y. App. Div. 1998). Appellate Division reversed trial
court which, inter alia, denied the fund’ s cross motion for summary judgment, as subrogee,
against defendant’ s bank on a forged negotiable instrument. Court grants the fund summary
judgment to the extent of its award, plus interest.

Lawyers Fund v. Gateway State Bank, 171 Misc. 2d 485 (N.Y. Sup. Ct. 1996), aff'd, 239




A.D.2d 826 (N.Y. App. Div. 1997). Client protection fund , which satisfied infant client's claim
against attorney who endorsed life insurance checks made payable to client's guardian, deposited
them into his attorney escrow account, and withdrew sums for his personal use, had standing, as
assignee and subrogee, to sue depository bank for conversion, breach of contract for money had
and received, breach of debtor-creditor relationship, and unjust enrichment. Client's guardian
constructively possessed checks through attorney, her authorized agent, and attorney was not
authorized to endorse check.

Lawyers Fund v. Morgan Guaranty Trust Co.,  A.D.2d __, 688 N.Y.S.2d 158 (N.Y. App. Div.
1999). Summary judgment granted to client protection fund for face amount of forged check,
plusinterest, in action to recover damages for conversion. (See, Fergang v. Flanagan, supra).
Drawee bank was liable to protection fund, as substituted plaintiff and subrogee of the rights of
the drawer.

Lawyers Fund v. Morgan Guaranty Trust Co.,  A.D.2d __, 688 N.Y.S.2d 159 (N.Y. App. Div.
1999). Cross-judgment granted to Morgan Guaranty Trust Co. against third-party defendant
depositary bank, Chemical Bank, for breach of warranty on the forged negotiable instrument.
(See, Fergang v. Flanagan, supra).

Matter of Client Security Fund Re: Williamsv. Idaho State Bar, 848 P.2d 425 (1d.1993). Client
protection fund determined that law firm had engaged in a pattern of dishonest conduct and
reimbursed eight law client victims. The fund referred the matter to lawyer discipline agency.
Held: disciplinary agency properly adopted the findings of the client protection fund in its
imposition of discipline. Respondent lawyer had the burden to show that the protection fund’s
findings were not supported by the evidence.

Matter of Bluth v. Lawyers Fund, Misc.2d __ (N.Y. Sup. Ct. 1998), aff'd, _ A.D.2d __,
684 N.Y.S.2d 905 (N.Y. App. Div. 1999). Tria court affirmed protection fund’' s denial in real
estate transaction. There was arational basisfor the trustees' determination that the claimant
failed to provide satisfactory evidence of an eligible loss. Appellate Division affirmed: the
trustees’ dismissal was a proper exercise of their discretion.

Mouradian v. Astoria Fed. Sav. and Loan, et al., 91 N.Y.2d 124 (1997). A drawee bank is
absolutely liable to the payee for paying a check over the payee’ s forged endorsement whether or
not the payee benefitted from the proceeds.

New Jersey Lawyers Fund for Client Protection v. First Fidelity Bank, N.A., 696 A.2d 728 (N.J.
1997). Protection fund is entitled to pay defrauded client and, as subrogee or assignee of client's
rights, seek reimbursement from collateral sources other than the defrauding attorney.

New York Lawyers' Fund v. Bank Leumi Trust Co., et al., A.D.2d __ (N.Y.App. Div.
1998). Client protection fund entitled to summary judgment in forged endorsement case against
insurer and insurer entitled to indemnity against depository bank. Fund’s subrogation recovery is
equal to the amount of the its award, rather than the face amount of the check.

Nosal v. Neal, 888 S.W. 2d 634 (Ark. 1994). Client could pursue claim against client protection
fund, seeking reimbursement for losses allegedly suffered through defal cation of attorney, even
though the attorney had not had disciplinary proceedings commenced against him.



Office of Disciplinary Counsel v. Kurtz, 706 N.E.2d 1214 (Ohio 1999). Suspended lawyer held
in contempt of court for practicing law during suspension. His unauthorized practice was
discovered as aresult of complaint filed by client protection fund.

Peoplev. Turner, 69 Cal. App. 4™ 85 (Cal. Ct. App. 1999). Court properly ordered criminal
restitution from disbarred lawyer to client protection fund as subrogee of law client victims.
Since restitution obligation to the fund is statutory, not contractual, it overcomes exception
under California’ s ‘direct victim’ rules.

Tabak v. Lawyers' Fund, 166 Misc. 2d 502 (N.Y. Sup. Ct. 1995). Court affirmed trustees’ denial
of investment claim, finding arational basis for its determination that the claimant’slosswasin
the scope of lender/borrower not attorney-client relationship.

Whittier Union High School Dist. v. Carroll, 66 Cal. App.3d 504 (Cal. Ct. App. 1977). Court
determined that law clients could disavow settlement made by their attorney who did so without
clients' knowledge and consent, and misappropriated the proceeds. Court added that clients, or
their insurer, could avail themselves of the client protection fund to recover any resulting
pecuniary loss.

American Bar Association Publications

ABA Center for Professional Responsibility, Model Rules for Client Protection (1999 Edition).

ABA Center for Professional Responsibility, Directory of Lawyer Disciplinary Agencies,
Lawyers Funds for Client Protection, Fee Arbitration Programs and Unauthorized Practice of
Law Committees (1999).

ABA Center for Professional Responsibility, Survey of Client Protection Funds (1999).

Kenneth J. Bossong, Enhancing Client Protection: Lawyers Need To Demonstrate Their
Trustworthiness, Not Worry About Image, 81 A.B.A. J. 120 (1995). Author promotes several
client protection programs to enhance the bar’ s public image and trust in the legal profession.

John DeBenedictus, Insecure Security Funds, 78 A.B.A. J. 17 (1992). Author observesthat an
increase in number and amount of reported lawyer theft threaten the financial integrity of client
protection funds nationwide causing funds to cap their award limits.

Kenneth Jost, Virginia Bar Responds To Thefts: Disciplinary Changes Considered After $45
Million Stolen by Two Lawyers, 79 A.B.A. J. 30 (1993). Author reports on the VirginiaBar’'s
efforts to investigate tighter controls on attorneys, including improving its client protection fund,
in the wake of consecutive catastrophic thefts exceeding $43 million.

ABA Internet Sites:

Client Protection Introduction
http://www.abanert.org/cpr/client.html



Model Rulesfor Client Protection
http://www.abanert.org/cpr/clientpro/default.htm

Directory of Lawyers Funds for Client Protection (May 1999)
http://www.abanert.org/cpr/clientprotect.htm

Client Protection Publications
http://www.abanert.org/cpr/cp-surveys.html

Articles

A National Action Plan on Lawyer Conduct and Professionalism, A Report of the Working
Group on Lawyer Conduct and Professionalism, Adopted by the Conference of Chief Justices
January 21, 1999. Among recommendations, the Conference of Chief Justices propose that every
state's system of lawyer regulation should include a Lawyers Fund for Client Protection to shield
legal consumers from economic losses resulting from an attorney's misappropriation of law client
and escrow money in the practice of law asrules or policies of the appellate court of highest
jurisdiction. The proposals include standards for effective funds.

Evelyn J. Black, HSBA 1998 Annual Report: Bar Related Entities: Lawyers Fund for Client
Protection, 3 Haw. B.J. 58 (1999). 1998 Annual Report of the Hawaii Lawyers' Fund for Client
Protection.

Charles R. Brown, Client Security Fund, 10 Utah B.J. 6 (1996). Report of the Commissioner of
the Client Security Fund Task Force. Author concludes that the implementation, and mainte-
nance of aviable client protection fund was a professional duty owed to the public and the legal
profession.

Thomas K. Byerley, Lawyer Self-Regulation And The Client Protection Fund, 75 Mich. B.J. 538
(1996). A brief report on the Michigan client protection fund’ s scope, procedure and experience.

D. Larkin Chenault, Our Commitment to Honesty: the Client Protection Fund., 77 Mich. B. J.
256 (1998). Author discusses the rules and procedures of the Michigan State Bar’ s client
protection fund as a complement to the attorney grievance and discipline system.

Stephen R. Cochell, NSF Check/Overdraft Notification: I mplementation Guidelines For
Attorneys, 9 Utah B.J. 25 (1996). Author introduces and discusses the procedure and scope of
Utah' s bounced-check rule.

Marilyn Lindgren Cohen, The Client Security Fund: Meeting Our Responsibility to the Public
and the Bar, 56 Or. St. B. Bull. 33 (1996). A report on the Oregon client protection fund’ s scope,
procedure and experience since 1967.

Martin A. Cole, A Decade of Security, 54 Bench & B. of Minn. 28 (1997). On the tenth anniver-

sary of the Minnesota client protection fund, its assistant director discusses the fund’s creation,
efficient operation and public success.

Conn. Sudies Viability of Client Security Fund, While Other Sates Make Changesin Theirs, 21



B. Leader 6 (1996). A report on Connecticut’ s research into client protection and experiences of
other state client protection funds.

Court Denies Clients' Security Fund Payment, 7 Prof. Law. 16 (1996). Review of the judicial
decision in Beeson v. Idaho State Bar which affirmed the fund’ s denial of claim which was
based upon alawyer’s negligence, not the theft of fundsin the practice of law.

Cruising Down the Road to Success: Long-Term Funding Being Addressed for Client Protection
Fund, 45 La. B. J. 15 (1997). Article emphasi zes the importance of defining areliable and
continued source of funding for the Louisiana client protection fund.

Melissa G. DelL acerda, Clients' Security Fund, 69 Okla. B.J. 1725 (1998). Discusses the scope
and experience of the Oklahoma Bar Association’s clients' protection fund, the “hidden gem” of
the Association which provides the ‘ ultimate step’ in restoring public confidence in attorneys.

Jon W. DeMoss, Saluteto the Clients' Security Fund, 82 11l. B. J. 238 (1994). Author discusses
establishment of client protection program by the Supreme Court in Illinois.

John Grassy, Fund Restores Financial Order When Lawyers Break Their Clients’ Trust, 24
Mont. Law. 1 (1999). Highlights the positive community role played by the Montana client
protection fund in restoring public trust and promoting the integrity of the legal profession.

Bruce Hellbaum, Case Note: Client Security Fund Committee, 33 Land & Water L. Rev. 816
(1998). Chairman'’ s report on the experience of the Wyoming client protection fund as regards
the misconduct of one disbarred attorney.

[llinois Client Protection Fund Compensated 108 Victims of Lawyer Fraud in 1995, West's
Legal News, Trends, January 31, 1996. Reports on the first year’s experience of the Illinois client
protection fund.

Sherri Kimmel, Undoing The Damage, 20 Pa. Law. 30 (1998). A brief report on the Pennsylva-
niaclient protection fund’ s scope, procedure and experience since 1982.

Peter H. Lousberg, Lawyer Discipline and the Client Security Fund, 80 111.B.J. 548 (1992).
Author discusses difficulty in obtaining support from Illinois Supreme Court for financially
troubled client protection fund and challenges the court to take a more active role in supporting
the fund and protecting the public.

John H. Lyons, The Client Security Fund, 27 Ariz. B.J. 3 (1990). Author discusses the efforts
and procedures of the Arizona client protection fund in the hopes of publicizing its existence and
assisting meritorious claimants.

Keith B. Norman, The Client Security Fund: Meeting Our Responsibility to the Public and the
Bar, 58 Ala. Law. 72 (1997). A brief report on the Alabama client protection fund’ s scope,
procedure and experience since 1987.

Marcia L. Proctor, Ethics Checklist For New Judges, 75 Mich. B. J. 1071 (1996). Unused



campaign finances in judicial campaigns are to be returned to contributors, or deposited with
Michigan client protection fund.

Hon. Andree Roaf, The Client $ecurity Fund: Fulfilling Our Obligation To the Public, 30 Ark.
Law. 20 (1996). A brief report on the Arkansas client protection fund’ s scope, procedure and
experience since 1974,

Sylvia Stevens, A Report Card: Your Client Security Fund At Work, 57 Or. St. B. Bull. 29
(1997). An progress report on the Oregon client protection fund which includes case examples.

Sylvia Stevens, CSF Update: What Is Going On With The Client Security Fund, 58 Or. St. B.
Bull. 31 (1998). Annual progress report of the Oregon client protection fund which includes case
examples.

Sylvia Stevens, Client Security Fund Pays 23 Claims Topping $143,000., 59 Or. St. B. Bull 27
(1999). 1998 annual report of the Oregon client protection fund.

Georgia Taylor, Clients' Security Fund - “ Safety Net” for Clients, 5 Nev. Law. 14, (1997). A
report on the Nevada client protection fund’ s procedure.

Harriet L. Turney and John A. Holtaway, Client Protection Funds Put Their Money Where There
Mouths Are, 9 No. 2 Prof. Law. 18 ( 1998). National overview of client protection fund programs
recommended by the ABA Standing Committee on Client Protection.

John L. Vratil, KBA Report Card, 65J. Kan. B.A. 2 (11996). Discusses Kansas client protection
fund’s recommendations to implement random audit and overdraft notification rules on attorney
trust accounts.

Jesse B. Wilson, 111, A Client Security Fund for Virginia, 1 Va. B.J. 2 (1975). Proposesthe
creation of aclient protection fund program in Virginia as aremedy for clients victimized by the
dishonest conduct of attorneys.

L aw Reviews

John Leubsdorf, Legal Malpractice and Professional Responsibility, 48 RutgersL. Rev. 101
(1995). Author advocates inclusion of legal malpractice law as a part of the system of lawyer
discipline and self-regulation.

Kristina Serafini Pennex, Lifting the Veil of Secrecy by Opening Michigan’'s Disciplinary System,
73 U. Det. Mercy L. Rev. 569 (1996). Author advocates public disclosure of attorney discipline
to battle public skepticism and promote public confidence in the legal profession and to serve as
a protection device when complaints involve allegations of fraud or misappropriation.

Manuel R. Ramos, Legal Malpractice: Reforming Lawyers and Law Professors, 70 Tul. L. Rev.
2538 (1996). As aresponse to legal malpractice and legal reform, author criticizes recommenda-
tions of the McKay Commission that self-regulation of the legal profession should, among other
things, include a client protection fund for the protection of the public.



Robyn Ann Valle, Title Waves. New Jersey Supreme Court Decisions Bring A Sea of Change In
The Insurance Industry, A Comment on Sears Mortgage Corp. V. Rose and Clients' Security
Fund v. Security Title and Guaranty Co., 47 Rutgers L. Rev. 387 (1994). An analysis of changing
insurance industry standards as the result of these judicial decisions which shifted duty of care
and burden of lossto title insurers whose attorney/agents embezzled funds intended for mortgage
closings.

Digests and Encyclopedias

87 ABA/BNA Lawyers Manual on Professional Conduct §845:2001, et seq.
West Key Cite 129.5 - Client Security Funds.

National Client Protection Organization, Inc. (NCPO) Materials

Internet Site: http://www.nylawfund.org/ncpo

The Client Protection Webb, Vol. 1, No. 1 (1997).

The Client Protection Webb, Vol. 1, No. 2 (1998).

The Client Protection Webb, Vol. 1, No. 3 (1998).

The Client Protection Webb, Vol. 2, No. 1 (1999).

The Client Protection Webb, Vol. 2, No. 2 (1999).

Kenneth J. Bossong, A Name and a Mission, The Client Protection Webb, Vol. 1, No. 1 (1997).

Kenneth J. Bossong, Survey Shows Support for National Organization, The Client Protection
Webb, Vol. 1, No. 1 (1997).

Kenneth J. Bossong, Assessing Without Apology, The Client Protection Webb, Vol. 1, No. 2
(1998).

Kenneth J. Bossong, Let’s Hear it for Hearings, The Client Protection Webb, Vol. 1, No. 3
(1998).

Martin Cole, Tightening the Purse Srings in Minnestoa, The Client Protection Webb, Val. 2, No.
1 (1999).

Michael J. Knight, Tools of the Trade: The Internet and Client Protection, The Client Protection
Webb, Vol. 1, No. 1 (1997).

Arthur R. Littleton, Lawyer, Can You Spare 96 Cents a Week?, The Client Protection Webb, Vol.
2, No. 2 (1999).

Michael T. McCormick, The Siepsto Collection, The Client Protection Webb, Vol. 1, No. 2



(1998).

Michael T. McCormick, The Sepsto Collection - Part |1, The Client Protection Webb, Vol. 1,
No. 3 (1998).

Michael T. McCormick, The Stepsto Collection - Part 111, The Client Protection Webb, Vol. 2,
No. 1 (1999).

Frederick Miller, “ Dear Counsellor:” A Heads-Up in Forged Endorsement Claims, The Client
Protection Webb, Val. 2, No. 1 (1999).

Kathryn J. Peifer, Managing a Catastrophe, The Client Protection Webb, Val. 2, No. 2 (1999).

The Check’sin the Mail, The Client Protection Webb, Vol. 2, No. 2 (1999). A discussion of
forged endorsements and the payee notification rule..

Canadian M aterials and Cases

Harvey T. Strosberg, Maintaining Public Confidence in the Profession, Ont. Law. Gazette Vol.
1, No. 6 (1997). A report on the Law Society of Upper Canada' s Lawyers Fund for Client
Compensation.

David Turner, The Assurance Fund - An Update, Benchers' Advisory, Issue 51 (1997). Alberta
Law Society’s Deputy Secretary reports on areview of the Assurance Fund.

Internet Sites:

Law Society of Alberta: http://lawsocietyal berta.com/

Law Society of British Columbia: http://www.Isbc.org

Law Society of Upper Canada (Ontario) - http://www.lsuc.om.ca/LPIC_Report.html

Nova Scotia Barrister's Society - http://home.istar.ca/



