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INTRODUCTION

The following materials outline some of the aréas of ethical concern which arise

'1 periedieeily m eoej.unction with license egreeﬁ1eﬁts, .eitlllelr”during negotiation andpreparatlonof
- the agreements, or afterwards as the parties attempt to comply. with their respective contractual

- obligations. It \#ill be appreciated, however, that these mﬁterials do not deal with the complete
“range of ethical issues that can arise in relation to license agreements. Excluding those problems
E .fhat-may-be unique to the practice of criminal '-Iaw;.nearlyfever'y ethical problem imaginable can
~occur in the context of intellectual propeity licensing.” The'licensin'g attor‘ney,shou'ld be. aware of
_‘ tﬁe eﬁucal l;ules aﬁd.restrletloes. \.wvh‘leh .a}‘Jf)ly to hlS prectlce in iheir entill'ety. | Tﬁe references in

_ _ehe felle\;vmg ﬁateﬁals to ruIernumbers are to fules frem t.he Amencan Baf Assocxatxon.Model
'Rules-: ef Prefess;onal Coedﬁct (1999 edmon) aed tﬁe refefences 1lelt}iese mafenals to |
desméhﬁéry rulee (“Di{”).and ethlcal cons1deraf1eee (”EC”) aIe th lpl"e\.u;s-l‘en's.ﬁ;om the Amencan
’Bar Assomatlon Model Code of Profeee1onal Resp0n31b111ty It is understood “ho.wever Lthat the

- rules of each _]unSdICtlon may vary from these models toa greater or lesser degree
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1. Multi-State Transactions

v dee Cheiceof Law:
+~Many licensing'transactions, perhaps most:licensing transactions, do not take place within

asingle jurisdiction: The licénsor and licensee may well be incorporated and located in differing

;states, and the attorneys involved may maintain their offices-and belicensed in still other states.

‘The'meetings involved in the negotiation process may take place in yet other locations. ..o, "«

Assuming:that legal ethical requirements differ to'some material degree ‘among-:the various states
involved, which state’s legal ethica-P requirements govern the activities ofthe attorneys:during the
negotiation process? Most states have ethical rules that'generally follow the: ABA‘Model Rules
of Professional Conduct although a number of states; still adhere to ethlcal reqmrements
patterned.after a versmn of the ABA Model Code of’ Profeesmnal Respon51b111ty Although
similar in.many resoects. mgb1ﬁca1lt dlfferenees do ‘exist between these two' models As an
example, DR7-105(A) prohibits use of threats of prosecutio:t 1n eobbectlon w1th a civil matter,
while the Model Rules contam nosuch absolute prohlbmon, exphclt or1mphc1t See ABA
Formal Oplmon 92 363 (1992) R

The answer: to the questlon of whtch state s law apphes is often far from clear regarding

- ethical issues. 'T-he -A.BA"Model'Code-do‘es not mclude a cho'lce of laws' provision. Apparently,

the assumption is that, for example, the Ohio Code governs the actions of Ohio attorneys,
wherever they may travel in their practice. Another explanation of the Code’s failure to deal
with'thisissue is that it harkens back to a time when multi-state transactions were extremely

UNCOMIMOn.




The American Bar Association Model Rules, however, do not ignore:this issue. Rule 8.5
provides that conduct outside the courtroom is governed by the rules of the jurisdiction in which
< the lawyer principally. practices (if he is admitted in:several jurisdictions), unless the conduct
v cleai‘ly hés its ﬁredommant effect m.another }urlSdlCthl’l ml Whlch the ]awycr is aIso adm1ttcd to: U
- practice. In the latter case, the rules of the other jurisdiction apply. -Note, however, that the rules
of another jurisdiction in which the lawyer is not admitted to practice do not govern-the lawyer’s
:conduct outside the courtroom (unless he is admitted there for purposes of a specific law suit);

- evenif the conduct of the lawyer has its predominant effect in such jurisdiction. =+~ ' :

-+ ‘Rule 8.5 Disciplinary Authority; Choiceof Law. - .. .o 7

o (@) Disciplinary Authority.: A lawyer admitted tojpracticein’™ "= .
this jurisdiction is subject to the disciplinary authority of this
- jurisdiction, régardless of where the lawyer’s conduct occurs: “A - o i
lawyer may be subject to the disciplinary authority of both this
jurisdiction and-another jurisdiction where the lawyer is admitted - : - .00
for the same conduct.

{b) Choicé of Law. In aﬁy exercise of the discip]inary
* == authority of this jurisdiction; the rules:of professional conductto be - -
applied shall be as follows:

(1) for conduct in connection with a proceeding in a court
-+ before which alawyer has been-admitted to practice (either - . .-
generally or for purposes of that proceeding), the rules to be
- .applied shall'be the rules of the jurisdiction in which the court sits; + - -
unless the rules of the court provxde otherw1se and

(2) for any other conduct
(1) 1f the lawyer is hcensed to practlce only 1n thls

... jurisdiction, the rules to be apphed shall be the rules of this
Jjurisdiction, and




./’.‘\'v

o+ oo (id) if the lawyer is licensed to practice in this and another
..o o jurisdiction, the rules to'be applied shall be the rules of the
- - admitting jurisdiction in which the lawyer principally
‘practices; provided, however; that:if particular conduct
- .-clearly has its'predominant effect in another jurisdiction in
-which-the:lawyer is:licensed-to:practice; the rules of that
:+ +jurisdiction shall be applied to.that conduct.

Comment - Rule85

Choice of Law e e

f[1] A lawyer may be potentially subject to more than one set of
rules-of professional conduct which.impose different obligations..
The lawyer may be licensed to. practiced-in more than.one : -« !
jurisdiction with differing rules; or may be admitted to practice: -
before a particular court with rules that differ from those of the. - .
Jjurisdiction orjurisdictions in which the lawyer is licensed to - - -

- practice. In the past, decisions have not developed clear or «: .
consistent guidance as to which niles apply in such circumstances.
[2]): -~ Paragraph: (b) seeks to resolve such potential conflicts.  Its-
premise is that minimizing conflicts between rules, as well-as- . .
uncertainty about which rules are applicable, is in the best interest
of both clients and the profession (as well as the bodies having
authority to regulate the profession). Accordingly, it takes the

i~ .approach of (i) providing that any particular conduct.of a lawyer- .. -0

shall be subject to only one set of rules of professional conduct,

-+ and (it). making the determination of whichset of rules:appliesto:. . .- -
particular conduct as straightforward as possible, consistent with
recognition of appropriate regulatory interests of relevant.. .0 . |
jurisdictions.

3] Paragraph (b) provides that as to a lawyer’s conduct
-+ relating to a proceeding in a court before which the lawyeris. - <. o~
admitted to practice (either generally or pro hac vice), the lawyer
~..:.shall be subject only to the rules of professional conduct of that - -
court. As to all other conduct, paragraph (b) provides that a lawyer
licensed to practice only in this jurisdiction shall be subjectito the = o
rules of professional conduct of this jurisdiction, and that a lawyer
licensed in multiple jurisdictions shall be subject only to the rules
of the jurisdiction where he or she (as an individual, not his or her
firm) principally practices, but with one exception: if particular

3




- ~conduet clearly has its predominant effect in another admitting

-1 jurisdiction, then only the rules of that jurisdiction shall apply.

.1 The intention is for the latter exception to be a narrow one. It

o would be appropriately applied, for example, to a situation in

-+ which:a lawyer admitted in, and principally practicing in, State A,

= ‘but-also-admitted:in-State- B, handled!an-aequisition by a company
whose headquarters-and operations were in State B of another,
similar such company. The exception would not appropriately be
applied, on the other hand, if the lawyer handled an acquisition by <.
a company whose headquarters and operations were in State A of a
.company whose headquarters and main operations were in State A, 5.
but Wthh also had some operatlons in State B.

[4] If two adm;ttmg Junsdxctlons were to proceed agamst a’
Iawyer for the:same conduct, they should, applying-this rule;
. identify the same governing ethics rules: They should 'take.aH' R —§j
-appropriate steps to see-that they do apply the same rule to the
same conduct, and in-all events should avoid proceedmg agamst a-
lawyer on the ba51s of two 1ncon51stent rules el

[5] The choice of law provision is not intended to apply to
transnational practice. Choice of law in this context should be the -
subject of agreements between ]umsdlctlons or of approprlate
mternatlonal law pomiei o et sk b i
Cross reference tables, which.may assist the lawyer-in-a comparison-of Model Code and

Mode Rules sections, may:be reviewed by accessing Comell University’s web site, then

accessing the Law School’s homepage at that site. w0 o mion o

2. Unauthorized Practice of Law
Not only does-a multi-state transaction raise issues regarding choice of law regarding
ethical rules, but it may also raise issues regarding whethér-an attorney is participating, or

assisting another in participating, in the unauthorized practice of law. -




DR 3—101 Aiding Unauthorized Practiceof Law... .. ... .

(A) | A lawyer shall not, ald a non—lawyer in the unauthonzed practice
‘oflaw : - : o .
{B.-)' A lawyefléhall.nc:):t ﬁfaétiée lawina jﬁﬁsdiétioa whe.ré;to db S0
would be in v1oIatlon of regulations of the professxon n that Jurlschctlon.

The issue of unauthonzed practtce of. law may Varﬂlse in th(l)sel mstances in Wthh the prospective
licensor and the btasaéctiva ltcaasee are‘ haadquatterad 1n a'state Vo; 1n .sapatat\e states in which
the attorneys are not___.llaet]aa.d,to_ pra;tttag,, and 1n Whtéh_.—the:‘il.cctl‘élltg' .-n‘c.g.cj)t,l’at-l,anrs‘;tnclude
meetings in a stata m whlch ttte attorneysarenot hcensed topractlce EthlcaIConsxderatlon EC
3-9 recognizes the dlfﬁcultxes encounteredmth]s 51tuat10n : R

- Regulation of the practice of law is accomplished principally by the respective.; - ...~
states.! Authority to engage in the practice of law conferred in any jurisdiction is
not per se a grant of the right to practice elsewhere, and it is improper for-a lawyer
to engage in practice where he is not permltted by law or by court order to do so.
However, the demands of business and the mobility of our society pose distinct -
problems in the regulation of the practice of law by the states.? In furtherance of -

. - the.public interest; the legal profession should discourage regulation that: -
unreasonably imposes temritorial limitations upon the right of:a lawyer to handle
the legal affairs of his client or upon the opportunity of a client to obtain the

. services-of a lawyer of his choice 1n all matters including the presentation of a
contested matter in a tribunal before which the lawyer.is not- permanently admitted
to practice.?

Footnotes to EC 3- 9

1 “That the States have broad power to. regulate the practlce of law
is, of course, beyond question.”,' United Mine Workers v. Ill. State .
Bar Ass’n, 389 U.S..217,:222.(1967).51t is a matter of law, not-of -.
ethics, as to where an individual may: practlce law.. ‘Each state has .
its own rules ” ABA Opmzon 316 (1967) . B




2 “Much of clients’ business crosses state lines; People are* -
mobile, moving from state to state. Many metropolitan areas cross
+rigtate lines. It is ‘corhmon today to have a single economic and
social community involving more than one state. The business of a
single client may involve legal problems in severaI states ” ABA
A --vOpmzon 316 (195 S, .

3 “[W]e reafﬁrmed the general pnnmple that legal services to New

Jersey residents with respect to New Jersey ‘matters may ordinarily =« 7%
be furnished only by New Jersey counsel; but we pointed out that

2 there may be multistate transactions wherestrict adhefence to- this ™
thesis would not be in the public interest and that, under the
© u circumstances; it would hiave been not only-more. costly tothe i+ ©"
~ client but also “grossly impractical and mnefficient’ to have had the
- settlement negotiations conducted by separate lawyers from RN

different states.” In re Estate of Warmg, 47 N J 367 376 221
A.2d 193, 197 (1966). - '

The Model Rules also prohibit the unauthorized practice of law by a lawyer:’ Rule 5.5

prov1des as’ follows

Rule 5 5 Unauthorlzed Practlce of Law EERERN A

A Iawyer shall not

(a)' " practice law in a _]LII’lSdlCtlon where domg so v1olates the regulatmn of the
S ‘";,legal professxon in that ]unsdlctlon or- GO ;

tio(by - assist a person: who 1S not a member of the bar n the performance of
L activity ‘that constitutes the unaithorized practice of law R

Cqmment - Rule 5.5

[1]  The definition of the practice of law is established by law
and varies from one jurisdiction to another. ‘Whatever the' =+
definition, limiting the practice‘of law to members of the bar:
protects the public against rendition of legal services by -

unqualified persons.” Paragraph:(b) does not prohibit a lawyer from
employing the services of paraprofessionalsiand delegating * "+
functions to them, so long as the lawyer supervises the delegated
work and retains responsibility for their work. See Rule 5.3.
Likewise, it does not prohibit lawyers from providing professional

6
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“... advice and instruction to nonlawyers whose.employment requires = -
knowledge of law; for example, claims adjusters, employees of
- financial or commercial institutions, social workers,-accountants:. .. .o
and persons employed in government agencies. In addition, a
lawyer may counsel nonlawyers who wish to proceed pro se.

»-Note that the practice of law is: generally reguiated:by the states, as stated by EC3-9,
above, and further that the definition of the activities that constitute the practice of law also is. -
determined by thestates. ‘The footnotes to EC3-9 recognize: that there is-sometimes-a need for .-
legal représentation in matters that impact a number:of jurisdictions; and that it is not always
practical for.counsel to:be retained in each and everyjurisdiction.. Nevertheless;.some-courts
have found. out-of-state attorneys to. be impermissibly practicing law when those attorneys: -

negotiated agreemerits within the state: . " ;¢

.- Most notable is the California SupremeCourt case of Birbrower v. ESQ Business.

-Services; Inc.; 17:Cal.:4™ 119, 949 P.2d 1:(1998); cert. denied, 119:S. €t. 291,142 L.Ed. 2d 226

( 1_9.9.8)_..- Inithe Birbrower case, ESQ);, a California corporation with its-prineipal place of bus.iness

in California, retained.the New: York law. firm: of Birbrower, Montalbano; Candon & Frank. ESQ
entered into a contingency. fee agreement with the Birbrower firm under which the firm would ;-
iﬁvestigate. and prosecute anyiclaims that ESQ might have against Tandem Computers 4rising out
of a prior contract:-between ESQ-and Tandem: The fee agreement stated that it:was governed by
the laws of California. ‘The Birbrower attomeys, who were not licensed in California, traveled..:

from New York to-California on a number of occasions, and met with accountants for ESQ, with

ESQ management,:and with réepresentatives for Tandem. The Birbrower attorneys-also.filed a

" FRANKLIN PIERCE
LAW CENTER LIBRARY
CONCORD, N.H.




demand for arbitration-against Tandem with the American Ar.bitration Assopiatio_n office in San
Francisco and visiiéd‘:Caii:t‘o;nia ‘-to %r.ltéf\-xievsg i)&eﬁtiéi.-a%b.itf;t:of.s;-.-altho;éil .arb:i:t-ration Was never .
actually instituted. L in s B
- ESQ, represented by Birbrower aftorneys, eventually settled with Tandem. The fee
agreement between ESQ and the Birbrower firm was modified just prior to 'fhis settlement toa™
_ﬁxed fee agreement, giving the law firm fees in excessof $1'million. Subsequently, litigation
developed between ESQ (asserting legal malpractice) and the Birbrower firm (asking for the - -
payment of its fees'under the second fee agreement). ' ESQ defended against the claimfor .=~
attorney: fees by arguing that-the -‘Birbrowerﬁnn-had:en.gagedf in-the unauthorized practice of law
in California, énd had failed to associéte itself with California counsel, and thatthe fee - -
agreement was therefore unenforceable:: The trial court found in favor of ESQ asto the portion
of the attorney fees for legal work petformed by the Birbrower attorneys in. California, but niot as
to:the portion of the attorney fees for legal work performed in'New York. The Court of Appeals.
concluded that the Birbrower firm was barred from recovering any fees whatsoever under the - : -
agreement, whether the. legal work was perforimed in California or in New-York: - -
v .-+ The California Supreme Court, while acknowledging the interstate-nature of modern law
practice a_ndv_the need to deal with this in:a reasonable way, nevertheless concluded that =
unauthorized practice of law had occurred. The Supreme Court held tﬁat the fee’‘agreement was -
invalid to the extent that it provided for:payment for legal services that W'e'r'e'pérfdnned in
Ca_lifomia by unlicensed attorneys, but that the Birbrower firm could recover forthose “limited -
services” that the firm performed in New York where its attorneys were licensed. The Court

reviewed the question of what activities constitute practicing law “in California™ so as to require
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“a California license. The Court indicated that both the extent of the contact in the state of

California with. the California client;and the nature of the unlicensed lawyers’ .ra}ctri%v__i”tie_s_ inthe
state. of California were to be taken:into account -igz.mak‘,ingjt}.x'i,_s' assessment.. .. .. ... .o
The Court .inéic.atecsi tﬁét if an .u.nlic;.erlls.e;i. a.t.to.r.ne.:).f“’é_ .c.:oilt‘acts_ with ‘.th_e_._ stat";.a. of Callfomla
are sufficiently “attenuated,” there would not be a finding that unauthorized practice had
occurred in California. However, the Court went on to state that physical presence in the state
was not necessary for a violation. Advising.a California clie_nt_ab_out.CaIifQIjnia;.la}N_ in_.oo

connection with a “California dispute” might:be improper, the Court opined, evenif ... . . |

| :-accomplished only by telephone or fax. . The Court cautioned, however, that “virtually” entering

the state by fax, e-mail, telephone, etc. would not.automatically.constitute practicingin. .

California. : Thus, the Court.in Birbrower did not draw a clear line between permitted and ..

unpermitted activities: for the unlicensed attorney. It sgems clear, however, t_h_at-physicgl_ly ©
entering the state of California, coupled with spending a not insubstantial amount of time there.
th]e performing legal services, such as negotiation, on behalf of a California based company,
will be viewed in many circumstances as practicing law in California by California courts, . . -

requiring a California license. .« -, ..

" oo Although the California Supreme Court did not explicitly limit the holding in Birbrower

-to-those situations inuwh,_ich-a_hon-.C_z_;l_ifomia_ lawyer is representing a California client, other ..

courts have suggested that the holding in:Birbrower is so limited.. The California client

restriction to the rule handed down by the Birbrower court is discussed in Estate of Condon v.

McHenry, 65 Cal. App. 4™ 1138 (1*' App. Dist. 1998). The court in Condon held that the client’s

residence or principal place of business was determinative as to whether the California

9




unauthorized practice of aw statute was applicable. “Tlie Statc of California has nio inferest in’
disciplining an out-of-state atfornéy practicing law on behalf of a client residing in the lawyer’s

1t is important to maintain‘an awaréness of unauthorized practice of law issies when
‘participating in a multistaté transaction. In view of Birbrower, this is especially true when the
client has ‘i‘ts‘"prfir'iclipél place of business in a state in'which the attorney is not licensed, "
particularly when a California clicnt is represented:
2" Sirice Birbrower, at léast one other state'supreme ¢ourt has addressed "the'-iss-ue of the type
of activity which may constitute the practice of law within the jutisdiction by an unlicensed -
attqrnéy.l" In Fought & Company, Tric. v. Steele Engihéeﬁr.zg?dn'd Erection, Inc.; 87 Haw. 37, 951
' P.2d 487(1998) thé Supreriie Court of Hawaii lield that the activities of an Oregon attar‘néy,- in-
Oregon, consulting with his Oregon client and with Hawaii counsel with respect to a suit in -
extensively. "The fact that the court did not sumimarily dispose of the unauthorized practice of
law issue, given such minimal contacts with the state of Hawaii By'the: Oregon attorney, but felt
thé niéed to discuss the issue at 'some length, is troubling.” It is possible that the Supreme Court of
Hawaii'might find unauthorized practice in a factual 'setting where there are only slightly greater

contacts between an-unlicensed lawyer and the state of Hawaii

~10




II. Truthfulness and'Avoidance of -Misrepresentations ST
DR 1 IOZ(A) of the Code pr0v1des : ;:-":__'

(A) A lawyer shall not

(1) Violate a Dlsmphnary Rule or, as a ]udlclal candldate as
- defined in Canon 7 of the Code of Judicial Conduct, the
provisions of the Code of Judicial Conduct appheable to

- ..V--_]ud101al candldates i

2) . Clrcumvent a DlsCIphnary Rule through ‘
ST actlons of another. - R R

(3):: * Engage in: zllegal conduct lnvolvmg moral
‘-turpxtude L

{4) Engage in conduct lnvolvmg dlshonesty, fraud deeelt
selor mlsrepresentatlon R

S (5 Engage in conduct that is preJ ud1c1a1 to. the adrmnlstratlon
L . .of justice. - SRRy e

(6 Engage in any other conduct that adversely reﬂeets on the
SR lawyer s ﬁtness to practlce Iaw .

Partlcular]y note DR 1 102(A)(4), above In Columbus Bar Assoczatlon v. King, 84 Ohio
St.3d 174 (1998), an attomey cal]ed hlS cllent 'S eX- Iandlord The attorney did not identify
himself as a lawyer and he d]d not state that he represented hlS chent Instead the attorney lied
and stated that he was a landlord who had rec'eived arental application from the client. The ex-
_ landlord then made derogator)t statentents about. the: elrent These statentents were the subject of
a slander claim in a subsequent sult by tne ehent agalnst tne ex.llandlord )
Dissenting from .thel ma}ontyr s stay ot‘ a susp-ens‘lon’ of -tne attorney s license, Chief

Justice Moyer argued for a harsher pumshment

“11




I respectfully dissent from the majority’s decisionto i« .= e

- impose a one-year suspension on King, and a six-
month suspension on Pope, with both-sanctions i+ -
stayed. The behavior of respondents King and Pope
was of such a nature that an actual suspensionis: -

- warranted in-both cases. -~ .

' The evidence clearly sﬁppofté the finding of the

- 'Board of Commissioners on Grievances and

Discipline of the Supreme Court:that King-and Pope
were in violation of DR 1-102(A)(4) (engaging in
conduct involving dishonesty, fraud, deceit, or **
misrepresentation). King and Pope conspired in a
scheme to knowingly misrepresent Pope’s identity
in order to'iniduce an adverse party-into-making a
defamatory statement that could be the basis of
additional claims by King’s client. Pope

" -deliberately misrepresented his-identity to"
employees of University Area Rentals'with the
knowledge, acquiescence, and part1c1pat10n of ng.

-1 Thee scheme involved clear and knowing: -

misrepresentations, and therefore constitutes a
v1olat10n of DR 1 102(A)(4)

In Dtsczplmary Counsel v F owerbaugh (1995) 74
Ohio St.3d 187, 190, 658 N.E.2d 237, 240, we said

-+ ’that*“[w]hen an attorney engages in a‘course:of (i im0

conduct resulting in a finding that the attomey has

1 violated DR 1-102(A)(4), the attorney will:be =

actually suspended from the practlce of law for an
. “appropriate period of time.” N g :

 I'agree with the board’s finding and with the .
majority’s holding that King and Pope violated the

" Code of Professional Responsibility: However,a .o o

stronger sanction than a totally stayed suspension is
warranted. A lawyer is.expected to maintaina . .
“degree of personal and professional integrity that

wuit meets the highest standard.” Cleveland Bar Assni veit ol

Stein (1972}, 29 Ohio St.2d 77, 81, 58 0.0.2d 151,

153,278 N.E.2d 670, 673. King and Pope have: .. ioips ooell comn

failed to operate in accordance with that standard.
(84 Ohio St.3d 177)

12
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The overt sort of misrepresentation found in King will seldom arise in a licensing context,
especially as to the fact that the lawyer is acting as an attorney, and as to the facts of the identity

of his c!i'eh't’ ahﬁ.:his'cl'iehffs interest. . o

Neverthelcss an attorney in negotlatmg an agreement should not make a misstatement as
to any “fact,” under the Code espec1ally as to the: 1dent1ty and interest of his client.

DR 7—1 02 Representmg a Chent Wlthm the Bounds of the Law.

(A) N In hIS representatlon of a chent a Iawyer shall not

(D 'FiIe a suit, assert a position, conduct a defense, delay a trial,
or take other action on.behalf of his client when he knows.
or when it is obvious that such action would serve merely

- 1o harass or maliciously injury another.. . -

- .{2)... . Knowingly advance a claim or.defense that is unwarranted
under existing law, except that he may advance such claim
or defense if it can be supported by good faith argument for

- -an extension, modification, or reversal of existing law.

" (®  Conceal or knowingly fail to disclose that which he is
required by law to reveal: - .. .

(4)  Knowingly use perjured testimony or false .. -
eVidCIlCG. R

(5)  Knowingly make a false statement of la\évuor"
,fact... :

L (6) _Participate in the creation or preservation of evidence when
-+ heknows or it is obvious that the evidence is false. ... ..

(D Counsel or assist his client in conduct ihat the lawyer
knows to be illegal or fraudulent.

-+ (8).;;, Knowingly engage in other illegal conduct or conduct . -
-..-.contrary to a Disciplinary Rule.. ... . . ..o
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(BY A lawyer who receives information clearly establishingthat: =~ @

Y U(1) - His client has, in the course of the representation,
perpetrated a fraud upon a person or tribunal shall promptly

call upon his client to rectify the same, and ifhis client’ = T
~refuses-or is-unable to-do-so, he shall reveal the fraud to the :

* " affectéd pérson or tnbunal

“(2) " A person other 'than his’client has perpetrated a fraud upon <+

a tnbunal shall promptly reveal the fraud to the tnbunal ,

Similarly, the Rules prov1de that the attorney should not make a false statement of

matenal fact to a thlrd person L. e, a person not the attorney s chent Note Rule 4.1.

Rule 4 I Tru‘thfulness in Statements to Others B
In the course of representing a client alawyer shall not knowingly:

@) make a false statement of matenal fact or law to a third
R ’=*person or EECE

mp) -*faﬂ to disclos'eé:fnéterial'fact ‘to a ‘third person when
‘disclosure is necessary to avoid assisting a criminal
" “or fraudulent act by a chent unless disclosure is
prohibited by Rulé1.6:" Lo

Comment - Rule4.1
Misrepresentation

[ A lawyer is required to be truthful when dealing with others on a client’s
behalf, but generally has no affirmative duty to inform an opposing party of
“relevant facts. A mlsrepresentatlon can occurif the lawyer incorporates or affirms
a statement of another person that the lawyer knows is false. Misrepresentations
can aIso oceur by fa1lure to act

Statements of Fact
[2] ° This Rulerefers to statemeénts of fact. Whether a particular statement

should be regarded as one of fact cari'dépend on the Circunistances. Under
- generally accepted conventions in negotiation, certain types of statements

ordinarily are not taken as statements of material fact. Estimates of price or value

14
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placed on the subject of a transaction-and a party’s intentions:as to an acceptable
settlement of a claim are in this category, and so is the existence of an.undisclosed
principal except where nondisclosure of'the:princip.al Wc')uld' constitute fraud.

In the Comment to Rule 4 1 there isa reference to a category of types of statements in

negotiation that are'not cons:dered factual for purposes of the rule ThlS category, which is

considered by conventlon not to be subj ect to the eth1ca1 requ1rement of truthfulness is said to

r mclude price or value placed on the subject of a transacnon and also a party s mtentlons as to an

acceptable sett]'eznent of:a.clalm‘.: Tti 1s c!.ear‘.frorn the Conlrnent,.therefor.e.,* :that_.-an attorney may
posture during the give and take of negottatlon as to hrs chent s.t‘.botto‘rn lrlnel or “choke point,”
without ethical dlfﬁculty ThlS 1sﬂprohahly true of many staternents rhade durmg negotiations
that any experienced: negotlatorufould recognlze as ‘slrnply‘ settmg the fone: for the discussions.

As to other objectlve facts, and espemally those facts whlch the other party and h1s attorney may

‘not have the abxhty to. venfy mdependently, there must be scrupulous honesty, however Asan

example when negotlatxng a lumo sum ‘payment for. a release for 'pa'st tnfnngerhent as apartofa
patent license, the hcensee and: hlS attorney must.be truthful 1n any- dlsetosure of the level of past
infringing activity.-An -estn‘nate of ‘past ‘1nﬁ"1ng1r1gsa1es' should ‘be_' detlneated -asl,‘an estimate, and
it should be as accurate as reasonably possrhle; N

“Materlal facts” 1nclude not only those facts that go to the sub} ect matter of the licensed

7 intellectual property, but also facts relatmg to the hcense agreement 1tself as suggested by the

following ABA Informal Ethlcs Oplmon

Informal. Oplnlon 86 15 18 Notrce to. Opposmg Counsel of Inadvertent Omlssmn
of Contract Prov151on (1986) ' R L fl

Where the lawyer for A has recelved for 31gnature from the :
lawyer for B the final transcription of a contract from which an

15




- important provision previously agreed upon has been inadvertenitly .- . -

- omitted by the lawyer for B, the lawyer for A, unintentionally
- advantaged, should contact: the lawyer for B to correct the error-and. - .«
need not consult A about the error.

- A and B, with the assistance of their lawyers, have

= negotiated a commercial:contract. :After-deliberation with counsel;; ' <o

A ultimately acquiesced in the final provision insisted upon by B,

+ ‘previously in:dispute between the parties and without which B - -7 oo

would have refused to come to overall agreement. However, A’s

i lawyer discovered that the final draft of the contract typed-inthe. - « v 0 ¢

office of B’s lawyer did not contain the provision which had been
“indispute: The Committee has been asked to give its opinion-as.to .. - -
the ethical duty of A’s lawyer in that circumstance.

The Committee considers this sitnation to involve merely a

“7iserivener’s error, not an intentional change in position by the other -~ ' i

party. A meeting of the minds has already occurred. The

- Committee concludes that the error is appropriate for.correction < .-+~ -

‘between the lawyers without client consultation. nl

nl Assuming for purposes of discussion that the error is |

“w “information relating to the] representation,” under Rule 1.6

disclosure would be “impliedly authorized in order to carry out the

- i representation.” “The Comment to-Rule 1.6 points-out that.a lawyer ...

has implied authority to make “a disclosure that facilitates a

... satisfactory conclusion” - -.in this case completing the commercial - 1) v

contract already agreed upon and left to the lawyers to

“memorialize:::We do not here reach the issue of the lawyeris.duty .. . . N

if the client wishes to exploit the error.

A’s lawyer does not have a duty to advise A of the error

i pursuant to any obligation of communication under-Rule 1.4 of the -

ABA Model Rules of Professional Conduct (1983). “The guiding

s principle is that the lawyer should fulfill reasonable client - -

expectations for information consistent with the duty to act in the
client’s best interests and the client’s overall requirements as-to the .
character of representation.” Comment to Rule 1.4. In this

-+ circumstance, there is no “informed decision,” in'the language-of .- =0

Rule 1.4, that A needs to make; the decision on the contracthas... ..
- already been made by the client. Furthermore, the Comment to
" Rule 1.2 points out that the lawyer may decide the “technical”
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means.to be employed to carry out the objective of the
representation, without consultatlon w1th the chcnt '

The client does not have the right to take unfair advantage -

of the error. The client’s right pursuant to Rule 1.2 to expect =~~~
. ,,,,___commltted and dedicated representatlon is not unlimited. Indeed, . . ..
“for A’s lawyer to suggest that A has an opportunity to capitalizeon =~
- _the clerical error, unrecognized by A and B’s lawyer, might raisea
~ serious question of the violation of the duty of A’s lawyer under =~

Rule 1.2(d) not to counsel the client to engage in, or assist the

" client i in, conduct the lawyer knows is fraudulent. In addition, Rule
... 4.1(b) admonishes the lawyer not knowingly to fail to disclosea
" material fact to a third person when disclosure is necessary to
... avoid assisting a fraudulent act by a client, and Rule 8.4(c)..
o pI’OhlbltS the lawyer from engaging in conduct 1nv01vmg '
. dishonesty, fraud, deceit or misrepresentation.

.. Theresult would be the same under the predecessor ABA
“Model Code of Professional Responsibility (1969, revised 1980).

While EC 7-8 teaches that a lawyer should use the best efforts to

ensure that the client’s decisions are made after the client has been R

informed of relevant considerations, and EC 9-2 charges the lawyer
with fully and promptly informing the client of material -
developments, the scrivener’s error is neither a relevant

consideration nor a material development and therefore doesnot . ...

establish an opportunity for a client’s decision. n2 The dutyof

. zealous representation in DR 7-101 is limited to lawful objectlves
... See DR 7-102. Rule 1 2 evolved from DR 7- 102(A)(7) whlch

prohlblts a lawyer from counsehng or. assisting the. chent m

*_conduet known to be fraudulent. See also DR 1-102(A)(4), the o

B f_‘_precursor of Rule 8.4(c), prohlbltlng the lawyer from engaging in .

" conduct 1nvolvmg dishonesty, fraud, decelt or mlsrepresentatlon o

n2 The delivery of the erroneous document is nota
“material development” of which the client should be informed

.. under EC 9-2 of the Model Code of Professional Respon51b111ty, o
' but the omission of the ‘provision from the document is a “material . _
__fact” which.under Rule 4. 1(b) of the Model Ru]es of Professmnal ‘_; o

o : Conduct must be dlsclosed to B s lawyer




III. CONFLICTS INVOLVING CURRENT OR FORMER CLIENTS AND
REPRESENTATION OF MULTIPLE CLIENTS

1. Conﬂict’é':'invol}rih'g'Currenet_ Cli_ent"s::: o

Genera}ly;‘;there need not:be"_ eIStil‘_D_st'a_tn't_ie‘l'--relation_ship hetw:e_e'n__ the _Work handled by a -~

. firm for a first cllentanda sultbrought by a second-;c}ient agamst the ﬁrst chent in order for a
firm to be barredfromrepresentmg the second chent 1nthesu1t See, forexample, Lemelson v
Apple Computer, Jﬁé“.__,"zg 'U'srsggd-_j;gjrz_; ®. Nev 1993) m Whit:he'l'eyv"'ﬁrr:irectiyely handling
tax assessment work fof apatent mfnngement defendantwas precluded fronijrepresenting the
patent owner in the suit, even thoughi the law ﬁrm Qtthdre’w'frorn"ref)re?senting the defendant in
tax matters priorit_o tthe'_ﬁ:}ingiof the suit, afterthe defendantrefusedto consent to the dual

representation. =~

EC5-14

Mamtarnmg the mdependence of professmnal Judgment requlred of a lawyer
precludes his acceptance or continuation of employment that will adversely affect
his judgment on behalf of or dilute h1s loyalty to a cl1ent "This problem arises
whenever a lawyer is asked to represent two or more chents who' may have
d1ffer1ng interests, whether such mterests be conﬂlctlng, 1nconsxstent dlverse or
otherw1se discordant. B

EC 5-15

Ifa lawyer is requested to undertake or to contmue representatlon of multlple
clients havmg potentially dlffenng interests, he must weigh carefuliy the”
possibility that his judgment may be 1mpa1red or his loyalty d1v1ded if he accepts
or continues the employment. He should resole all doubts against the propriety of
the representation. A lawyer should never represent in litigation multiple clients
with differing interest; and there are few situations in which he would be justified
in representing in litigation multiple clients with potentially differing interests. If
a lawyer accepted such employment and the interests did become actually
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:differing, he would have to withdraw from employment.with likelihood of

resulting hardship on the clients; and for this reason it is preferable that he refuse
the employment initially. On the other hand, there are many instances in which a

lawyer may properly serve.multiple clients having potentially differing interests in

matters not involving litigation.: If the interests vary only slightly, it is generally

likely that the lawyer will not be subjected to an adverse influence and that he can -

retain his.independent judgment on behalf of each client; and if the interests
become differing, withdrawal is less hkely to have a dlsruptlve effect. upon the

causes of his'clients.

ECs1s

In.those instances in which a lawyer is justified in representing two or more
clients having differing interests, it is nevertheless essential that each client be
given the opportunity to evaluate his need for representation free of any potential
conflict and to obtain other counsel if he so desires. Thus before a lawyer may
represent multiple clients, he should explain fully to each client the implications
of the common representation and should accept or continue employment only if
the clients consent. If there are present other circumstances that might cause.any.
of the multiple clients to question the undivided loyalty of the lawyer he should

also advise all of the clients of those circumstances. .
EC 5-17

Typlcally " ecumllg snuatlons 1nvolv1ng potentlally dlffermg interests are those in

which a lawyer is asked to represent co-defendants in a criminal case, co-plaintiffs
in a personal injury case, an insured and his insurer, and beneficiaries of the estate
of a decedent. Whether a lawyer can fairly and adequately protect the interests of

multiple clients in these and similar situations depends upon an analysis of each

case. In certain circumstances, there may exist little chance of the judgment of the
lawyer being adversely affected by the slight possibility that the interests will
become actually differing; in other circumstances, the chance of adverse effect

upon his Judgment is not unhkely

‘DR 5 105 Refusmg to Accept or Contmue Emnlovment If the Interests of

Another Client May Impalr the Independent Professional Judgment of the

- -__‘.-_~Law_\ger o

o (A) A Iawyer shall dechne proffered employment if the exercise of his

. _,_“,‘_;mdependent professional judgment in behalf of a client will be or is likely
to be adversely affected by the acceptance of the proffered employment, or
if it would likely to involve him in representing differing interests, except
to the extent permitted under DR 5-105(C).
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(B)- A lawyer shall hot continue’ multlple employment if the exercise of
*+ hisindependent professional judgmenit in behalf of a client will be or'is -
- likely to be adversely affected by his: representation of another client, or if
it would be hkely to involve him'in representmg dlffenng mterests except
B to the extent perrmtted under DR 5- IOS(C) : o

- j'(C) In the gsituations covered by DR 5 105 (A) and (B) a’ lawyer may-"
' '?represent multiplé clients if it is obvious that he can adequately represent
the interest of each and if each consents to the representation after full -
disclosure of the possible effect of such representation on the exercise of

his independent professional judgment on behalf of each. L

(D)* ‘Ifalawyeris requlred ‘to decline employment or to withdraw from
employment under a Disciplinary Rule; no partner oF associate, or any -
* other lawyer afﬂhated w1th h1m or hlS ﬁrm may accept or con‘anue such
Do employment Lo : . L 0 : . RS :

Rule 1.7 Conﬂict‘of[ntere'st:‘Ge_neral rule o

(a) A lawyer shall not represent a client if the répresentation of
that client will be directly adverse to another client, unless:
§)) the lawyer reasonably believes the representation will not
ST ‘adversely affect the relationship with the other client; and

2y ea‘ch 'client eonsents' 'aﬂer-'consﬁltation. L
“7(b) oA lawyer shall not represent aclientif the representatlon of
“"i . that client may be materially limited by the lawyer’s

o 'respon51b1llt1es to another client or to a third person or. by
“the lawyer’s'own mterests unless :

(1 the lawyer reasonably beheves the representatlon w111 not
L be adversely affected and SEENEIR ER

(2)  the chent consents aﬂer consultatlon When representatlon
of multiple clients in a single maiter is undertaken, the
o consultatlon ‘shall mclude explananon of the implications of
- the comimon representatzon and the advantages and risks
‘- émvolved SEAESES) RIS
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2. Conflicts Involving Former Clients .
The ﬁules de'al epeeiﬁcally with the issue of representation that is adverse to the interests

» ofaformerchent... .- . . .-

Rule 1.9 Conflict of Interest: Former Client

(a) A lawyer who has formerly represented a clientin a
. matter shall not thereafter represent another person
.-, in the same-or substantially related matter in which
- % that person’s interests are materially adverse to the
~-interests of the former. client unIess the. former client
o ;_-eonsents after consultation.- - .

o (b)- .'A=-lawyerjsha11 nqt=knowingly_ represent_'a'person.in
- ..., - the same or substantially related matter in.-which a
firm with which the lawyer formerly, was associated
had previously represented a client,

(1)  whose interests are materially
.- ~adverseto that person;and - - oo oo

T (2).. - -about whom the lawyer has.acquired-. -
- . /information protected by Rule 1:6 .- .. ;-
- and 1.9(c) that.is material to.the.
-matter; unless the former-client
..~ consents after consultation. ... . o

- {(e)::: Arlawyer who has:formerly represented a client in a matter
.- »or'whose present or former firm has formerly: represented a
- :‘;ellent in a;matter-shall not thereaﬁer

(1) use information-_relating tof thcl..
representation to the disadvantage of
: . the former client.exceptasRule 1.6 - (570 707
or 3.3 would permit or require with
«i- - respect to.aclient; or:when the
++_i; -+ information: has become generally
--;«known or. bt
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(2)  reveal information relating to the répresentation. .
except as Rule 1.6 or 3 3 would perrmt or reqmre with
- respect-to-a‘client. AR R

The Code deals with this issue in the context of disclosure of information obtained from a
former client.
EC 4-5

‘A’ lawyer should not use information acquired in the course of the
representation of a client to the disadvantage of the client and a
lawyer should not use, except with the conserit of his client after
~full disclosure, such information for his own purposes. Likewise, a
lawyer should be diligent in‘his efforts to prevent the misuse of
such information by his employees and associates. Care should be .
exercised bya lawyer to prevent the disclosure of the confidences
and secrets of a one client to another, and no employment should
~be-aceepted that might require such disclosure.

EC 4-6

The obligation of a lawyer to preserve the:confidences and secrets
of his client continues after the termination of his employment.

- Thus a'lawyer'should not:attempt to sell 2 law practice as a going
business because; among other reasons, to do so would involve the
disclosure of confidences and secrets. ' A lawyer should also
provide for the protection of the confidences and secrets of his
client following the termination of the practice of the lawyer,
whether termination is due to death, disability, or retirement. For
example, a lawyer might provide for the personal papers of the

-~¢lient'to be returned to him and for the papers of the lawyer to be
delivered to another lawyer or'to'be destroyed.  In determining the
method of disposition, the instructions and w1shes of the client
_should be a dommant c0n81derat10n

DR 4-101 Presérvatioh of 'Go‘nfidences‘ and S_ec’i"ets of a Client.

“(A) = *“Confidence” refers to-information protected by the
+.cattorney-client privilege under applicable law, and
“secret” refers to other information gained in the
professional relationship that the client has
requested be held inviolate or the disclosure of
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. which would be embarrassing or would be likely to.. . :.
be detrimental to the client. '

h (.B)r | Except when permltted under DR 4 101(C) a
w00 Jawyer shall not knowingly; el Ly

SEESRE] § § RERE Reveal a confide’hce;;drrsec;etsof- his:client: "oy fav

+:(2):1. Use-a confidence or secret-of his client tothe disadvantage
of the chient.

(3) Use a confidence or secret of his client for the advantage of
=7 5t himself or of a third pérson, unléss the client consents after
full disclosure.
.(.C)' A lawyer may reveal: |
.(1) Confidences or secrets with the consent of
-+ the client or-clients affected, but only aftera. . : o -
full disclosure to them.
(2) Confidences or secrets when
| uoionpermittéd under Disciplinary:Rules.
or required by law or court order.

(3) The 1ntent10n of hlS chent to commit a cnme and the
-+ information necessary to.prevent.the crime; Bl

-(4)+ « Confidences or secrets necessarytou: 0.0 0w
establish or collect his fee or to
defend himself or his employees or
assoclates against an accusation of
wrongful conduct.

(D) . A lawyer shall exercise reagonable care'to prevent: & 7.
his employees, associates, and others whose
-:services are utilized by him from disclosing-or using- - *
confidences or secrets of a client, except that a
. ~-lawyer may reveal the information allowed by.: v v . o sl
DR 4-101(C) through an employee.

23




In Hyman Companies Inc. v. Brozost 964 F Supp 168 42 USPQZd 1694 (E.D. Pa.

1997), an attorney was precluded from representmg a retaller m negotlatmg leases since the
attorney had acquired 1oforroatioo folafxog:to t.he-.leasos: do.rlog‘hls.iprev;ous employment as
éé‘nerral. coonool forr.ai.oomp:e‘tiog .rétai-lef.‘,-;irhé; aft.oroéy: was péﬁni-ttéd to négotiato otrherkleaseé on
behalf of his client for those properties where he had not obtained information as a result of his
former employrnent | |

P In Hoﬁman—LaRoche Inc v Promega Corp 33 USPQ2d 1641 (N.D. Cal. 1994), an
attorney was not barred from representing a chent in blotechnology hngatlon against a client of
‘the attorney’s former firm (the former fmn hao .I'op.l;esented tﬂe cllent in two biotechnology
matters), since tho atton-lle-:y personally had ainooot no o;;posure to the matters handled by his
~ former firm. The court detemnned that the'.su:lt .z.tod .t..he olotters hondled by the former ﬁrm were
not “substantially related” based‘.iolul theev1dence oflack of actu:-‘i‘l.:.l}(nowledge, and did not make
an assessment and comparis-or.xrot" thesubject mﬁ&ér of t}.‘le. orior ropresentation and the subject
matter of the dlspute Bydomg so‘,f fﬁc court avo:deda ol‘rlehsurnprtio‘n that arises that confidential
information has been obtained by th_e.attomoy when‘ 'there is a substantial relationship in subject

matter.

3. Representation of Mqltinle.Clients-Lawver as 'In'termed_iarv v

It has not been‘oooorom.oo forasmgle ottofoe; in some iostances to act on behalf of two
clients who, as partzeo to. an ogreomont. or ao oorties hav;ngl an ;nterost in the same property, have
potentially conﬂlctmg interests. E);lamp-lle.s of fhls mcludel ofeoonng incorporation documents
where there are several shareholders, preparing partnership agreements, acting for seller and
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‘purchaser in the sale of real or personal property, acting for lessor and lessee in the lease of real

or personal property, and-acting for lendor.and borrower in a loan transaction.. Rule 2.2 provides

for an attorney to-act as an intermediary and represent both clients. . Obviously, this situation. _ :

becomes problematic if a rift develops between the two.clients. - 1t. may, however, be possible for’
- the attorney to represent two parties, and thereby eliminate the added expense of asecond- ..
attorney, if the interests of the parties are sufficiently aligned and the attorney is not-needed to ...

- counsel either as to their individual rights with respect to the issue at hand.

-+ In the.context of licensing, the instances in.which-an attorney can appropriately -act as an
intermediary and represent both the licensor and the licensee in the preparation-of a license .-
agreement-will be extremely limited. Unlike the sale of real-estate; where the parties may have -

essentially agreed upon:all significant terms before they approach the:attomey, in-most licensing

situations before they talk to their attorney or attorneys the parties will have only.a.general - ..

notion, if that, of the terms that are to form the license agreement. In-fact; it is very common for
an aitomey in a licensing situation to point-out.te his client numerous issues which the parties
have not even thought to-address in their pre-hcensmg dlscussmns These are issues, however,

that must necessanly be demded pnor to the preparatton of any wrltten license agreement. As a

- consequence, partles w111 oﬁen approach a smgle attorney, behevmg that the terms of their

agreement are set; only to- ﬁnd that they are stillifar apart ~The. smgle attorney is not in a position

to advise either party as: to the unresolved issues.

Necessanly each of the parttes ina hcensmg 31tuat10n wxll beneﬁt from receiving advice
as to what license terms w111 be mn hlS best mterest Nevertheless the occasion may arise in
which the attorney can represent both licensor and licensee in the license transaction. An
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example of a licénsing situation in'which only otie aftorney may be needed to draft the dgreenient
is Where an entrepreneur has developed and patented an inivention, which he thén wishesto

license on some basis to'a corporation which ke owns completely. Since for purposes of the’

licensing transaction the corporation‘is the entreprerieur’s alter ego, thére is no-conflict between
the parties to'the license: - The situation'is different, however, if the entrepreneur doés nothave -
complete ownership of the corporation, since the rights of thie-other shareholders may comie'into’
play.

.- .Rule 2:2(b) requires that the attorhey consult with each client concerning the decisions to
~ be made and the relevant considerations'so that the client can make an informed decision. Asa
practical matter, however; this'may entail suggesting to one client'that the'client take a ‘position:
in'the negotiation process that is-adverse to ‘another client: This may well make thejoint -
representation untenable. 7w o
- Rule 2.2 Intermediary =" -

w0(a) <+ 'Aflawyer may act as intermediary between clients ifs - o o8
Ce (B d the Tawyer consilts with eachclient'concerning'the ©
implications of the common representation,
=:including the advantages-and risks involved,-and the - "= 77 v
effect on the attorney-client privileges, and obtains
7' each client’s consent to the' common representation;
+{(2) +  the lawyer réasonably believes that the mattercan’™: & i
be resolved on terms compatible with the clients’ .
best interests, that eachcliént will be ‘able to ‘make: = 7
adequately informed decisions in the matter and that
srthere is little risk 'of material prejudice to the'

interests of any of the clients if the contemplated
< »'resolutionis unsuccessful; and: Y B
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(3) .. the lawyer reasonably believes that the.common. ..
- representation can be undertaken impartially and .-
-+~ without improper effect on other resp0n31b111t1es the
F lawyer has to any of the clients. -

{b):ss- Wh:le ac.tmg as,._mterme_dlary, fth_e : lawyer-rs_hallz conSﬁlt w1th

each client concerning the decisions to be made and. the. -
considerations relevant in making them, so that each client
* can made adequately informed decisions.

(©) - - Alawyer shall withdraw as intermediary if any of the.
... . clients so requests, or if any of the conditions stated in ..

7. paragraph (a) is no longer satisfied..- Upon withdrawal, the

- lawyer shall no,t'c_o‘ntin_ue to.represent.any of the chents in

-~ the matter that was the subject of the intermediation.. ..

Comment‘r,-_li‘lile.fz.;z. o

[1] A lawyer acts as intermediary under this Rule when the -
lawyer represents two or more parties with potentially conflicting
interests.. A key factor in defining the relationship.is whether the.
parties share responsibility. for the lawyer’s fee, but the common. .
representation-may be inferred from other circumstances. Because
confusion can arise as to the lawyer’s role where each party is not
separately represented it is 1mportant that the lawyer make clear
the relatlonshlp ; e e

[2] The Rule does not apply toa 1awyer actlng as arbltrator or
' medlator between or among parties who are not clients of the .

lawyer even where the lawyer has been appointed withthe . .
concurrence of the parties. In performing such a role the lawyer

may be subject to applicable codes of ethics, such as the.Code of ;... '

Ethics for Arbitration in Commercial Disputes prepared by a joint
Committee of the American. Bar. Assoaatmn and the Amencan
Arbitration Assocxatlon : :

[3] A lawyer acts as mtermedxary in seekmg to estabhsh Or. -

i-:ad_]ust a relationship: between clients on an.amicable and. mutually

advantageous basis; for example, in helping to organize a business
in which two or more clients are entrepreneurs, working out the -

financial-reorganization of an enterprise in which two or more -

clients-have an interest, arranging a property distribution in .
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settlement of an estate or mediating a dispute between clients. The
lawyer seeks to resolve potentially conflicting interests by
"developing the parties™ mutual interests. The alternative can be
that each party may have t6 obtain separate representation, with the
possibility in some situations of incurring additional costs,

factors; all the clients may prefer that the Iawyer act as - :
-1ntermed1ary . S

4] In considering whether to act as intermediary between
clients; a lawyer should be mindful that if the intermediation fails
the result can be additional cost, embarrassment and rectimination.
In some situations the risk of failureis so great that intermediation
is plainly impossible. For example, a lawyer cannot undertake
common representation of clients between whom contentious
litigation is imminent or who contemplate contentious
negotiations. More generally, if the relationship between the

- parties has already assumed definite antagonism, the possibility
that the clients’ interests can be adjusted by mtermed1at10n
ordmanly is not very good P ST

[5] The appropnateness of intermediation can depend on its’
form. Forms of intermiédiation range ‘from-informal arbitration,
“where each client’s case is presented by the respective client-and °
the I‘ai\vyer decides the outcome; to mediation; to common: = -
representation'where the clients’ interests are substantially though

" not entirely compatible. One form may be appropriatein
circumstances where another would not. Other relevant factors are
whether the lawyer subsequently will represent both parties on a ‘
continuing basis and whether the situation involves creatlng a
relatlonshlp between the pames or tenmnatmg one.

Confi dentlallty ana’ Prtvdege

[61 A pamcularly 1mportant factor in deterrmmng the e
appropriateness of intermediation is the effect on client-lawyer -
confidentiality and the attorney-client privilege. In a common
representation, the lawyer is still required both to keép each client
adequately informed and to maintain confidentiality of information
‘relating to the representation. Sec Rules 1.4 and 1.6 Complymg
with both requlrements while acting as intermediary requires a’ =
delicate balance.  If the balarice cannot be maintained, the cormon
representation is improper. Wlth regard to the attorney-client: -

9g

-complication or-even litigation. Given these and other relevant.........._




.- privilege, the prevailing rule is that as between commonly .
represented clients the privilege does not attach. Hence, it must be
. assumed that if litigation eventuates between the clients, the .. . .. .
privilege will not protect any such communications, and the clients
- should be so advised. .- : : : :

N AR Smce the lawyer 15 requlred to be 1mpartlal between
commonly represented clients, intermediation is improper when

... that.impartiality cannot be maintained. ‘For example, a lawyer -who-
has represented one of the clients for a long period and in a variety

....of matters might have difficulty being impartial between that client .. .. ... ...
and one to whom the lawyer has only recently been introduced.

Consultation

[8]  In acting as intermediary between clients, the lawyeris
., -required to consult with the clients on.the implications of doing so,
..and proceed only upon consent based on'such a consultation. The
consultation should make clear that the lawyer’s role is not that of
. partisanship normally expected i other circumstances.

-« . [8}.. - ;Paragraph (b) is an application of the principle expressed in
Rule 1.4. Where the lawyer.is.intermediary, the clients ordinarily
- must assume greater responsibility for decisions than when each
- % client is independently represented. . - ... :

' Withdrawal

[1 O] Common representatzon does not dlmmlsh the nghts of
each client in the client-lawyer relationship.. Each has the right to
loyal and diligent representation, the right to discharge the lawyer
as stated in Rule 1.16, and the protectlon of Rule 1.9 concermng
., obligations to a former client. : T I TTO

IV. Lawvyer as Witness

Where an attorney has drafted a llcense agreement and partlcxpated actwely n the "
negotiation of the terms of the agreement there isa p0531b111ty that the attorney may become a

witness m-subsequent l_ltlgatlpn, _especaally— where thesten_ns_ of _the I_;cense._agreement arein
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dispute. If the attomey‘ 'd0es'b'ecome a'Witness then 'he'may: well be- tiisqualiﬁe'd- from
representmg the chent in the subsequent I1t1gatlon See, for example Narwnal Wreckmg Co. v.

Midwest Terminal Corp 234 . App. 3d 750, 601 N E. 2d 999 (lll App 1St Drst 1992),

(attomey who represented a corporahon m contract negotranons was dlsquahﬁed ﬁ'om
representing the corporatron m a sult ansmg out of an alleged breach of contract because the
attorney was the only person who could testrfy on behalf of the corporatlon concernmg the

negotiations).

Rule 3.7 Lawver as Witness_

“(af ' 'Alawyer shall not act as advocate at a trial i which the
ot lawyer isTlikely to_be a necessary witness except where:

(1) - the testimbny relateés' to an unicontested issue;

o r(_2)' " the testtrnony relates to the riature and value of legal
DR serv1ces rendered in the case or i
(3) disqualiﬁCation of the 'l'awy'e'r‘would work substantial
hardship on the client.
(b) A lawyer may act as advocate in a trial in which
.- ' anothér lawyer in the lawyer’s firm is likely to be .

icalled asia witness unless precluded from domg S0
.“byRule17orRulcl9 RIS

The Code however, does not 1nclude the provision of Rule 3.7(b); which permits
other attorneys within the witness/attorney’s firm to act as an advocate. In fact, the Code “

expressly excludes such attorneys from actmg as an advocate

(a) If after undertakrng employment in contemplated or pendmg _
~litigation; a lawyer learns ‘or it is 6bvious that he or a lawyér in hls firmought'to “ - =
be called as a witness on behalf of his client, he shall withdraw from the conduct
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. .of the trial and his firm, if any, shall not continue representation. in the trial, i
except that he may continue the representatlon and he or a lawyer in his ﬁrm may
testify in the circumstances enumerated in DR 5-101(B) (1) through (4).. .

.. (b) . If, after undertaking employment in.contemplated or pending ..

lltlgatlon, a lawyer learns or it is obvious that he or a lawyer in his firm may be o

. called as a witness other than on behalf of his.client, he may continue the. |
representatlon until it is apparent that his testimony is or may be prejud1c1a1 to his
. client. . S e

"EEC 5 10 Clrcumstances Under Whlch Attornev Mav Serve as Counsel and
.~ Witness -- : : .

- Problems 1n01dent to the lawyer-witness relationship arise at .
~ different stages; they relate either to whether a lawyer should
. accept employment or should withdraw from employrnent
Regardless of when the problem arises, his decision is to be
governed by the same basic considerations. -It.is not objectionable.
for a lawyer who is a potential witness to be an advocate if it is
unlikely that he will be called as a witness because his testimony
would be merely cumulative or if his testimony will relate only to
an uncontested issue. . In the exceptional situation where it willbe = ... .~
manifestly unfair to the client for the lawyer to refuse employment
... or to withdraw when he will likely be a witness.on:a.contested ...,
issue, he may serve as advocate even though he may be a witness.
-~ In making such decision, he should determine the personal or -,
financial sacrifice of the client that may result from his refusal of
employment or withdrawal therefrom, the materiality of his _
testimony, and the effectiveness of his representation in view of his
personal involvement. In weighing these factors, it should be clear - -,
that refusal or withdrawal will impose an unreasonable hardship
upon.the client before the lawyer accepts or continues. the :
employment Where the question arises, doubts should be resolved
in favor of the lawyer testifying and agamst his becommg or
..., continuing as an advocate.. i :

The._'(;p(j_e,e)gc‘ludes_both -t_he attor_n_ey;{#he.iis t_estifying"es;_a witness and the other attomeys
in his firm from conductmg ihe tnal Geﬂeraily; the pI'OhlblthIlS .p_.rovided by the Code and the

Rules relate to the appearance of the attorney or others as advocates. This prohibition does not
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preclude any-and all further legal activity by the atiomey in ¢onjunction with the suit. Asa
consequence, the attorney may provide out of court assistance to trial counsel. Culebras

Enterprzses Corp V. szem RIOS 846 F. 2d 94 (1St Cll’ 1988) Jonesv sz:v of Chzcago 610

o F Supp 350 363 (N D: Ill 1984), ABA Informal Op 89 1529 (1989) Addltzonally, thls ”
prohlbmon generally does not preclude arguing an appeal ABA Informal Oplmon 1446 (1980).
Furthermore part101pat10n 1n lzcense negotlatlons does not automatlcally dlsquahfy an
attorney .fror.r'z.reprt’is.entatlon at tﬁal in a suif ;nvolving tl;e 1.1c.:en;ser A court will look ﬁt the level
of the attorney’s involvement in -ne'gofiatidn‘s a’nd 'draﬁing,- ‘and W'hét'hé'r th'e' éftb’ﬁiey is the only

witness capable of explammg the meamng of a d1sputed clause Parem V. Cavalzer Label Co.,

772 F. Supp. 985, 986 (SD NY 1989)

V. Contact With Adverse Party Represented by Counsel -

No contéét .is“ ?gr@itted;'not- even to obt?}in'-ihfé@ation With ':l;f?gpe'ct' 't‘dﬂ_lfe subjoct mattes
e, with an dverse pryseprseted by Gounsl whrs e aomey s of e
representation. B ,

(A) Durmg the course of h1s representatlon of a chent a lawyer -

(1) Communicate or cause another to communicate on the
subject of the representation with a party he knows to be -
“represented by a lawyer in‘that matter unless he has the -
prior consent of the lawyer representmg such other party or
s authorized by law to do so. R
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(2) - Give adviceto a person who is not represented by a lawyer,
.-other than the advice to secure counsel, if the interests of
.. .such person are or have:a reasonable possibility of being in
_‘conflict with the interests of his.client.,. . - =

Rule 4.2.-~.C=ommunic-at;_i:on-wit—h»--Pe-rson—_--.-Rep-r_esente_d by -Counsel.

~In representing a client, a lawyer:shall:-not communicate .
~about:the subject of the representation with a person the lawyer -
knows to be represented by another:lawyer-in the matter, unless the
lawyer has the consent of the other lawyer or is authorized by; law:
to do so.

Comment Rule 4.2

1l . .'I‘hts RuIe does not prohibit communication with a: -
represented person, or an employee or agent of such.a person, .
concerning matters-outside.the representation. -For-example, the: .
existence of a controversy between a government.agency anda::::
private party,.or between two organizations; does not prohibit:a. -
lawyer for either from communicating with nonlawyer -
representatives-of the otherregarding:a separate mater.-Also, -

_ parties to a matter may communicate directly with each o_.ther.and.a
lawyer having independent justification or legal authorization for

-+ communicating with a represented person is permitted to do so.

Communications authorized-by law include, for example, the nght

- of party to-a controversy with a:government agency to.speak with :
government officials about the matter.
(2] Communications authorized by law also include

"= conmstitutionally permissible investigative activities.of lawyers -, - ..

representing governmental entities, directly or through

-~ investigative agents; prior to the commencement of criminal or-. « .- oo

civil enforcement proceedings, when there is applicable judicial
precedent that eitherhas found the activity permissibie under this .
Rule or has found this Rule inapplicable. However, the Rule

-imposes ethical restrictions that go beyond those imposed by - oot 0w

consututlonal prov:smns

[3] This rules applies to communications with any person,

».:. whether or not a party to a formal adjudicative proceeding;-contract : .
or negotiation, who is represented by counsel concerning the
matter to which the communication relates.
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+i. [4]° " In'the case of an organization, this Rule prohibits

** communhications by a lawyer for another person or entity
- conceming the matter inrepresentation with persons having a

managerial responsibility on behalf of the organization, and with
any other person whose act or omission in connection with that

matter may be imputed to the organization. for purposes-of civil.or: ...

criminal liability or whose statement may constitute an admission
on the part of the organization. If an agent or employee-of the
organization is represented in the matter by his or her own counsel,
:the consent’ by that counsel to a commmunication will be sufﬁcwnt
for purposes of this Rule. ‘Compare Rule 3.4(f). :

5] The prohibition on communications with a represented

person only applies, however, in circumstances where the lawyer: . -

knows that the person is in fact represented in the matter to be
discussed. : This means that the lawyer has'actual knowledge of the
fact of the representation; but such actual knowledge may be
inferred from the circumstances.::See:Terminology.  Such an -
inference may arise in circumstances ‘where there is substantial
reason to believe that the person with whom communication is = -
sought is represented in the matter to-be discussed. Thus; a lawyer
cannot evade the requirement of obtammg the consent of counsel
‘by closmg eyes to the obvrous Dl fin .

[6] < *In the-event the per'son wrth.-who'm the lawyer: 7
communicates is not known to be represented by counsel in'the'
matter; the lawyer’s oommumcatrons are sub_] ectto Ruie 43..

In Insituform of North Amerzca Inc V. Mzdwest Pzpelmers Inc 23 USPQZd 1511 (S.D.
Ohio 1991) the court found that it'was’ a breach of DR 7- 104(A)(1) for an attorney to talk to an
adverse party’s emponees ata construcnon ]ob site-as'a part of a pre-htlgatlon 1nvest1gatlon
under FRCP 11, knowmg that the employer was represented by counsel Slmllarly, where both
“sides to a licensing negotletl‘on are represented by counsel nelther attorney w1th0ut permission
may contact employees of the adverse party as a prelude to negotlatrons or dunng negotiations,

even if the purpose of such ‘contact is simply investigation-of the facts surrounding the licensed -

intellectual property.
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It is not uncommon, however, for the prospective licensor and the prospective licensee,
especially sophisticated corporate clients, to determine at some point.during the negotiation

process thatiit might move matters along. for there:to be direct discussions between them. Often,

T

management persormel, by-passing thei lawyers, ae able to hammer out workable business
solutions o difficul iensing issues, provided they have a suffcient level of understanding of
those 1ssues A dlfﬁcultycan anse, ofcourse, zf anyof themanagement personnel partlmpatmg
in the discussions also happen to be licensed attorneys, albeit non-practicing. Barring this
complication, and assuming the needed level of sophistication on the part of management,

businessman-to-businessman discussions can ofien break open a negotiation log jam.

V1. Appearance of Impropriety

It is unusual for an ethical breach to be found based solely on an “appearance of

: impropriety,” as prohibited by Canon 9 of thé Code. In N.Y. Institute of Technology v. Biosound,

658 E.Supp. 759, 2 USPQ2d 2041 (S.D. N.Y. 1987), the court held that an attorney who

1) represented a licensee and who consulted with a licensor’s attorney during the prosecution of
the licensed patents; and 2) assisted the attorney for the licensor (on behalf of the licensee) in a

subsequent suit defen&ing against a challenge to the licensed patents, was not precluded from

- reépresenting the licensee against the licensor in a suit over the license agreement.

, Canon 9
A LAWYER SHOULD
AVOID EVEN THE APPEARANCE
OF PROFESSIONAL IMPROPRIETY
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EC 9-6 - Duty of Attorney, Generally <

- Every lawyer owes a solemn duty to uphold the integrity and honor of his - -

profession; to encourage respect for the law and for the courts and the judges
thereof; to observe the Code of Proféssional Responsibility; to-act as a member-of
__alearned profession, one dedicated to public service; to cooperate with his brother

©z:lawyers.in supporting the organized bar. through the devoting of his time, efforts; "
and financial support as his professional standing and ability reasonably permit; to

- conduct himself so as to reflect credit on the legal profession‘and to inspire the
confidence, respect and trust of his clients and of the public; and to strive to avoid
*+;inot only professional impropricty but also the appearance of impropriety. - '
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