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1. The Duty of Disclosure 
The duty of candor and good faith to the USPTO is specified in the Code of Federal 

Regulations Rule 56 (37 CFR § 1.56).  This duty includes the obligation to be truthful in dealing 
with the USPTO and the need to disclose to the USPTO all information known to be “material to 
patentability”. Breaching the duty of candor and good faith may constitute inequitable conduct.  
The elements of inequitable conduct are materiality and deceptive intent must be shown by clear 
and convincing evidence.   
 

Here are practice tips are provided to help the patent practitioner avoid the consequences 
of inequitable conduct:  

• When in doubt, disclose.  
• Write it out: Send a letter to your client summarizing the “duty of candor and good 

faith,” listing typical sources of material information, and emphasizing the 
extensive consequences of breach.  

• Over-do it: Reference/cross-cite applications having “substantially similar” claims.  
• Create a paper trail: Document reasons for not disclosing information.  

A similar duty of truthful dealing applies for attorneys in trademark practice in dealing with 
the USPTO: 37 CFR §§ 11.101 - 11.119-11.200.   

If you’ve filed a trademark application, at least online, then you have assented to this duty 
of truthfulness when you checked the box on the declaration page:  

1. If the applicant is filing the application based on use in commerce under 15 
U.S.C. § 1051(a): 

• The signatory believes that the applicant is the owner of the 
trademark/service mark sought to be registered; 
• The mark is in use in commerce on or in collection with the goods/services 
in the application; 
• The specimen(s) shows the mark as used on or in connection with the 
goods/services in the application; and 
• The facts set forth in the application are true. 

2. If the applicant is filing the application based on an intent to use the mark in 
commerce under 15 U.S.C. § 1051(b), § 1126(d), and/or § 1126(e): 

• The signatory believes that the applicant is entitled to use the mark in 
commerce; 
• The applicant has a bona fide intention to use the mark in commerce on 
or in collection with the goods/services in the application; and 
• The facts set forth in the application are true. 

3. To the best of the signatory’s knowledge and belief, no other persons, except, if 
applicable, concurrent users, have the right to use the mark in commerce, either in the 
identical form or in such near resemblance as to be likely, when used on or in 
connection with the goods/services of such other persons, to cause confusion or 
mistake, or to deceive.  
4. To the best of the signatory’s knowledge, information, and belief, formed after an 
inquiry reasonable under the circumstances, the allegations and other factual 
contentions made above have evidentiary support. 
5. The signatory being warned that willful false statements and the like are punishable 
by fine or imprisonment, or both, under 18 U.S.C. § 1001, and that such willful false 
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statements and the like may jeopardize the validity of the application or submission or 
any registration resulting therefrom, declares that all statements made of his/her own 
knowledge are true and that all statements made on information and belief are believed 
to be true. 

 
As for ethics in copyright practice, an act of fraud on the U.S. Copyright Office can lead to 

cancellation of registration – which could cost dearly in a federal copyright infringement claim in 
light of the recent Fourth Estate Supreme Court case.  That case clarifies that copyright registration 
must be made before bringing a suit for copyright infringement, but it underscores just how 
important it is to have an enforceable copyright registration.  Having your registration knocked out 
due to fraud on the Copyright Office likely would deny the Court subject matter jurisdiction.  Thus 
the duty of candor is important to copyright practice, too.  

 
This duty extends to practice in the courts, as well as administrative agencies.  An older 

but interesting example of this is found in Hazel-Atlas Glass Co. v. Harford-Empire Co., 322 U.S. 
238 (1944).  This is a prototypical example of fraud on the court committed by counsel is described 
in the Supreme Court case of Hazel-Atlas Glass Co. v. Harford-Empire Co., 322 U.S. 238 (1944).1  
Hartford-Empire Co. (“Hartford”) had filed for a patent application for a gob-feeding machine, 
which practiced a method for pouring glass into molds.2  Hartford’s patent application had stalled 
before the United States Patent and Trademark Office, so, in an effort to push the application 
through, Hartford executives and attorneys concocted a plan to have a “disinterested expert” author 
and publish a trade journal article describing the method for gob feeding as “a remarkable advance 
in the art of fashioning glass.”3  The “disinterested expert” was actually a Hartford lawyer who 
ghostwrote the article under the name “William Clarke,” the name of the president of the Flint 
Glass Workers’ Union.4 

 
Hartford’s lawyer authored and published the article in a glass trade journal, and Hartford 

subsequently introduced the article to the prosecution record in support of its pending patent 
application.5  Believing the evidence of the patent’s novelty, the Patent and Trademark Office 
granted Hartford’s patent application.6  Only months thereafter, Hartford then sued Hazel-Atlas 
Glass Co. (“Hazel”) for patent infringement.7  During the suit, Hazel’s lawyers suspected 
Hartford’s counsel had written the allegedly disinterested trade journal article but did not bring up 
the issue during trial, instead winning the case and defending against the infringement claims on 
other grounds.8  However, Hartford appealed, and the Third Circuit eventually reversed the district 
court’s ruling, quoting the trade journal article in their opinion.9 

 

                                                        
1 Overruled on other grounds by Std. Oil Co. of Cal. v. United States, 429 U.S. 17 (1976). 
2 Id. at 240. 
3 Id. 
4 Id. 
5 Id. at 241. 
6 Id. 
7 Id. 
8 Id. 
9 Id. at 264. 
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Faced with an adverse finding, Hazel hired a private investigator and sent the P.I. to Toledo, 
Ohio to interview William Clarke, the union leader.10  Clarke, however, refused to cooperate with 
Hazel.11  Shortly before the arrival of the P.I., Hartford had contacted Clarke and convinced him 
to sign an affidavit alleging that he had written the article in question and, in consideration for his 
loyalty, paid him $8,000.12  Without Clarke, Hazel was unable to prove fraud on the court, and 
subsequently paid Hartford $1 million and entered into patent licensing agreements.13   

 
Much later, in 1941, a subsequent antitrust action between Hartford and a third party 

revealed that the article and affidavit were fraudulent.14  With evidence on record, Hazel petitioned 
the Third Circuit to vacate judgment for fraud on the court.15  However, the Third Circuit denied 
to set aside the judgment on grounds that the fraud was not newly discovered, that the fraudulent 
article was not the principal basis of the court’s prior decision, and the term of the prior decision 
had expired.16   

 
On appeal, the Supreme Court reversed, opining that Hartford’s fraud “demand[ed] the 

exercise of the historic power of equity to set aside fraudulently begotten judgments.”17  The Court 
noted that Hartford and its counsel had “deliberately planned and carefully executed [a] scheme to 
defraud not only the Patent Office but the Circuit Court of Appeals”18 and concluded, “It is a wrong 
against the institutions set up to protect and safeguard the public, institutions in which fraud cannot 
complacently be tolerated consistently with the good order of society.”19  The Supreme Court 
invalidated Hartford’s patent and instructed the district court “to take such additional action as 
may be necessary and appropriate.”20 
Following Hazel-Atlas, Circuit Courts are split opinions regarding the issue of attorney 
participation in fraudulent conduct.  The First, Third, and Sixth Circuits require fraudulent activity 
to have been performed by an “officer of the court” (i.e. an attorney) in order to constitute fraud 
on the court.21  Conversely, the other Circuits, including the D.C. and Federal Circuits, do not 
require a lawyer to have participated in the fraudulent activity but nonetheless consider it a factor.22  

                                                        
10 Id. at 242. 
11 Id. 
12 Id. at 243. 
13 Id. 
14 Id. at 253. 
15 Id. at 239. 
16 Id. 
17 Id. at 244. 
18 Id. at 246. 
19 Id. 
20 Id. at 251. 
21 Herring v. United States, 424 F.3d 384, 390 (3d Cir. 2005); Workman v. Bell, 245 F.3d 849, 852 (6th Cir. 2001) 
(quoting Demjanuk v. Petrovsky, 10 F.3d 338, 348 (6th Cir. 1993)); George P. Reintjes Co. v. Riley Stoker Corp., 71 
F.3d 44, 48 n.5 (1st Cir. 1995). 
22 See SEC v. N. Am. Clearing, Inc., 656 F. App’x 947, 949 (11th Cir. 2016); Fox ex rel. Fox v. Elk Run Coal Co., 739 
F.3d 131, 136 (4th Cir. 2014); Space Hunters, Inc. v. United States, 500 F. App’x 76, 78 (2d Cir. 2012); In re Golf 
255, Inc., 652 F.3d 806, 809 (7th Cir. 2011); Turner v. Pleasant, 663 F.3d 770, 776–77 (5th Cir. 2011); United States 
v. Estate of Stonehill, 660 F.3d 415, 444 (9th Cir. 2011) (quoting In re Intermagnetics Am., Inc., 926 F.2d 912, 916 
(9th Cir. 1991)); Thomas v. Parker, 609 F.3d 1114, 1120 (10th Cir. 2010) (quoting Zurich N. Am. v. Matrix Serv., 
Inc., 426 F.3d 1281, 1291 (10th Cir. 2005)); Greiner v. City of Champlin, 152  F.3d  787,  789  (8th  Cir.  1998); Baltia  
Airlines, Inc. v. Transaction Mgmt., Inc., 98 F.3d 640, 643 (D.C. Cir. 1996); Broyhill Furniture Indus., Inc. v. 
Craftmaster Furniture Corp., 12 F.3d 1080, 1085–86 (Fed. Cir. 1993). 
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2. Privacy, Data & Digital Communications 
Lawyers and law firms are not immune to digital threats, and we have duties for the use of 

technology in our law firms.  The following are just some basic categories of areas where lawyers 
have duties or responsibilities:  

i. Responsibility for information security  
a. security management practices  
b. physical security  
c. personnel security  
d. computer security  
e. network security  
f. telecommunications security  
g. operations security  

ii. Competent use and management of technology  
iii. Managing information security and resources  
iv. Preserving privilege, confidences and privacy  
v. Client consent and participation in risk  

vi. Communication with courts and other official entities  
vii. Retention, migration and destruction of client information  

viii. Responsibilities of the law firm  
Attorneys have a duty to safeguard and keep client information confidential, including 

information about prospective and former clients.  Tennessee RPC 1.1 says: “A lawyer shall 
provide competent representation to a client.”  Not as easy as it sounds.   Competent representation 
requires the legal knowledge, skill, thoroughness, and preparation reasonably necessary for the 
representation. TN RPC 1.1 

Courts are holding lawyers responsible for being knowledgeable of their clients’ systems 
and technology, especially in the ediscovery context.  For example, in a Florida case, counsel was 
sanctioned for being “uninformed on the detailed workings of [client]’s computer system and email 
retention policies” and “did not understand the technical depths to which electronic discovery can 
sometimes go.” 

 
Recommendations:  

A. DATA STORAGE OPTIONS 
a. determine what your storage needs are with respect to servers, applications, and 

data 
b.  It’s ok to outsource 

B. ENCRYPTION AND PASSWORD PROTECTION 
a. Use a password locker 
b. 2-step authentication is key 
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3. Who Do You Represent? 
 
There are multiple aspects of Conflict of Interest, and the Rules of Professional Conduct consider 
several. 
 

 
Rules Implicated:  

 
• Rule 1.7. Conflict of Interest: Current Clients  
• Rule 1.8. Conflict of Interest: Current Clients; Specific Rules 
• Rule 1.9. Conflict of Interest: Former Clients 
• Rule 8.4. Misconduct 

 
 

Rule 1.7: Conflicts of Interest 
 
What Creates a Conflict of Interest?  
 
In the legal context, Rule 1.7 generally prohibits a lawyer from representing a client if doing so 
would create a concurrent conflict of interest.  A concurrent conflict of interest arises if:   

(1) The representation of one client is directly adverse to another client, or 
 

(2) There is a significant risk that the representation of one or more clients will be materially 
limited by the lawyer’s responsibilities to  

a. another client;  
b. a former client; 
c. a third person; or 
d. by the lawyer’s personal interests 

Does the presence of a concurrent conflict of interest require termination of the client 
relationship? 
Not necessarily.  Rule 1.7 specifies that a lawyer may still represent the client if four conditions – 
which are listed below – are met.  However, if one or more of the conditions is not satisfied, the 
lawyer must withdraw from or decline the representation. 

(1) The lawyer has a reasonable belief that each affected client will still receive competent and 
diligent representation;  
 

(2) No law prohibits the representation; 
 

(3) The representation does not involve a claim asserted by one client against another client of 
the same lawyer in the same litigation or other proceeding before a tribunal; and 
 

(4) Each affected client gives informed consent, confirmed in writing.  
 
Rule 1.8: Business Relations with Current Clients 
Rule 1.8 outlines the specific requirements governing conflicts of interest with current 

clients.  As the comments to the rule explain, a lawyer who does business with clients is held to a 
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higher standard of conduct because lawyers possess specialized legal knowledge and thus greater 
bargaining power than the average client.  As fiduciaries, lawyers also occupy a position of 
influence of their clients, who trust lawyers to act in their best interest at all times.   

These circumstances make it easy for a lawyer to take advantage of a client in a business, 
property, or financial transaction.  Rule 1.8(a) addresses this problem, attempting to level the 
playing field between attorney and client by imposing extra requirements lawyers must meet 
before doing business with clients or acquiring interests adverse to a client.  All of the 
requirements, which are listed below, must be met, even when the transaction is not closely related 
to the subject matter of the representation.1 If a lawyer fails to adhere to all aspects of the rule, he 
or she may face serious disciplinary action, even if the transaction ultimately benefitted the client. 
(1) The transaction itself and its terms must be fair and reasonable to the client.   

Neither the rules nor the comments provide any real guidance as to exactly what “fair and 
reasonable” means. In light of this uncertainty, the only surefire way to make sure the client 
and the lawyer are protected if the relationship goes south is to seek review by independent 
counsel.   

(2) The lawyer must fully disclose the terms to the client in writing that can be reasonably 
understood by the client. 

 
(3) The lawyer must advise the client in writing of the importance of seeking independent 

legal counsel on the transaction. 
Commentators have advised that in situations where the client chooses not to seek independent 
counsel, the lawyer should be sure to memorialize this fact in the written agreement.1  

(4) The client must be given a reasonable opportunity to actually seek independent counsel. 
 

(5) The client must give informed consent. 
The informed consent must be made in writing and be signed by the client.  It must list the 
essential terms of the transaction, as well as the lawyer’s role in the transaction – including 
whether the lawyer is representing the client in the transaction.  As a best practice, the 
agreement should also address any potential conflicts and specify that they have been waived.  

Important Considerations under Rule 1.8 
v Rule 1.8(i)  

Section (i) specifies that a lawyer cannot “acquire a proprietary interest in the cause of 
action or subject matter of litigation the lawyer is conducting for a client.” However, there 
are exceptions for securing attorney’s fees through a lien authorized by law and contracting 
with the client for contingent fees. 

 
v What if the Client is an Organization? 

If we change the hypothetical so that the client is an organization and the relationship is 
with a representative of that organization, the commentary notes that this relationship “may 
not present the same questions of inherent inequality” as a relationship with an individual 
client does.1  

v Can a Lawyer Receive Business Services from a Client? 
The rule does not apply to standard commercial transactions between a lawyer and her 
client if the transaction involves goods or services that the client generally markets to the 
general public.  For instance, if a lawyer’s client is a doctor, the lawyer may seek medical 
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services from that client.  Under these circumstances, the lawyer has no particular 
advantage in the transaction that would warrant application of the rule.1  
 

v What about Former Clients?  
Lawyers who invest or do business with former clients are required to follow the same 
procedures they would follow for current clients.  As one commentator has noted, “if an 
investment with a former client goes badly and the attorney hasn’t given the same advice 
required for a current client, the lawyer quite often will be disciplined –even disbarred—
for having put the client in an investment that failed.” 1 
 

v Impact on Liability Insurance Coverage 
It is important to remember that many professional liability insurance policies will not 
provide coverage if a lawyer has a financial interest in the client. 
 

TEXT OF THE RULES 
(Parts of rules not relevant to this discussion omitted) 
 

RULE 1.7: CONFLICTS OF INTEREST: CURRENT CLIENTS 
 
(a) Except as provided in paragraph (b), a lawyer shall not represent a client if the 

representation involves a concurrent conflict of interest. A concurrent conflict of interest exists 
if: 

 
(1) the representation of one client will be directly adverse to another client; or 
(2) there is a significant risk that the representation of one or more clients will be materially 

limited by the lawyer’s responsibilities to another client, a former client or a third person 
or by a personal interest of the lawyer. 

 
(b) Notwithstanding the existence of a concurrent conflict of interest under paragraph 

(a), a lawyer may represent a client if: 
 

(1) the lawyer reasonably believes that the lawyer will be able to provide competent and 
diligent representation to each affected client; 

(2) the representation is not prohibited by law; 
(3) the representation does not involve the assertion of a claim by one client against another 

client represented by the lawyer in the same litigation or other proceeding before a 
tribunal; and 

(4) each affected client gives informed consent, confirmed in writing. 
 

 
RULE 1.8: CONFLICT OF INTEREST: CURRENT CLIENTS: SPECIFIC 

RULES 
 
(a) A lawyer shall not enter into a business transaction with a client or knowingly acquire 

an ownership, possessory, security or other pecuniary interest adverse to a client unless: 
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(1) the transaction and terms on which the lawyer acquires the interest are fair and 
reasonable to the client and are fully disclosed and transmitted in writing in a manner 
that can be reasonably understood by the client; 

 
(2) the client is advised in writing of the desirability of seeking and is given a reasonable 

opportunity to seek the advice of independent legal counsel on the transaction; and 
 

(3) the client gives informed consent, in a writing signed by the client, to the essential terms 
of the transaction and the lawyer’s role in the transaction, including whether the lawyer 
is representing the client in the transaction. 

 
(b) A lawyer shall not use information relating to representation of a client to the 

disadvantage of the client, unless the client gives informed consent, except as permitted or 
required by these Rules. 

. . .  
(i) A lawyer shall not acquire a proprietary interest in the cause of action or subject 

matter of litigation the lawyer is conducting for a client, except that the lawyer may: 
 

(1) acquire a lien authorized by law to secure the lawyer’s fee or expenses; and 
 

(2) contract with a client for a reasonable contingent fee in a civil case. 
. . .  

 
(k) While lawyers are associated in a firm, a prohibition in the foregoing paragraphs (a) 

through (i) that applies to any one of them shall apply to all of them. 
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Rule 1.9.  Duties to Former Clients 

 
(a) A lawyer who has formerly represented a client in a matter shall not thereafter represent 

another person in the same or a substantially related matter in which that person’s interest 
are materially adverse to the interests of the former client unless the former client gives 
informed consent, confirmed in writing. 
 

(b) Unless the former client gives informed consent, confirmed in writing, a lawyer shall not 
knowingly represent a person in the same or a substantially related matter in which a 
firm with which the lawyer formerly was associated had previously represented a client 
(1) whose interests are materially adverse to that person; and 
(2) about whom the lawyer had acquired information protected by RPCs 1.6 and 1.9(c) 

that is material to the matter 
 

(c) A lawyer who has formerly represented a client in a matter or whose present or former 
firm has formerly represented a client in a matter shall not thereafter reveal information 
relating to the representation or use such information to the disadvantage of the former 
client unless (1) the former client gives informed consent, confirmed in writing, or (2) 
these Rules would permit or require the lawyer to do so with respect to a client, or (3) 
the information has become generally known. 
 

 
RULE 8.4: MISCONDUCT 
 
It is professional misconduct for a lawyer to: 

. . . 
(C) engage in conduct involving dishonesty, fraud, deceit, or misrepresentation; 
(D) engage in conduct that is prejudicial to the administration of justice; 
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4. Pre-Suit Investigations: Conducting ethical and admissible intellectual property 

infringement and counterfeiting investigations 
 

1. Lawyers engaging in surreptitious discovery and covert investigations must also 
mind their related disclosure obligations, if any, under Federal Rule of Civil Procedure 26 
and state equivalents. 
  
2. Rule 8.4(c) states that it is “professional misconduct” for a lawyer to “engage in 
conduct involving, dishonesty, fraud, deceit or misrepresentation.  
 
3. Rule 4.1(a) provides that in the course of representing a client, “a lawyer shall not 
knowingly ... make a false statement of material fact or law to a third person.” See, e.g., In 
re Belding, 589 S.E.2d 197,200 (S.C. 2003) (rejecting lawyer’s argument that he did not 
violate Rule 4.1 by preparing false documents because he lacked the intent to commit 
criminal forgery under South Carolina law).    
 
4. Lawyers who surreptitiously record conversations must be sure that their conduct 
does not violate wiretapping or eavesdropping laws, for the violation of such laws will 
subject them to discipline under the Model Rule 4.4(a) prohibition on using “methods of 
obtaining evidence that violate the legal rights” of third persons. Formal Op. 01-422, at 5-
6 (2001) [hereinafter ABA Formal Op. 01-422] (stating that surreptitious taping that 
violates wiretapping laws also violates Rule 4.4).   
 
5. Lawyers conducting surreptitious discovery or covert investigations through non-
lawyer investigators or legal assistants must mind their obligations under Model Rule 5.3. 
For example, Rule 5.3(b) provides that “a lawyer having direct supervisory authority over 
[a] non-lawyer shall make reasonable efforts to ensure that the person’s conduct is 
compatible with the professional obligations of the lawyer.” Lawyers are “completely 
responsible” for the work of non-lawyers who assist them. In re Cornish, 889 So. 2d 
236,245 (La. 2004).  Lawyers must give their legal assistants and investigators “appropriate 
instruction and supervision concerning the ethical aspects of their employment,” and see 
that they understand these limitations. Id.  
 
6. Of course, lawyers’ surreptitious discovery activities may be directed at people and 
entities represented by counsel. See, e.g., Midwest Motor Sports v. Arctic Cat Sales, Inc., 
347 F.3d 693 (8th Cir. 2003) (affirming sanctions against lawyers who employed 
investigator to surreptitiously tape record conversations with parties’ employees). That 
implicates Rule 4.2, which now provides:  
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 to do so by 
law or a court order.  

 
7. Rule 8.4(a) makes it professional misconduct for a lawyer to “violate or attempt to 
violate the Rules of Professional Conduct, knowingly assist or induce another to do so, or 
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do so through the acts of another.”  
 
8. Finally, lawyers’ surreptitious discovery activities and investigations may run afoul 
of the prohibitions on conduct “prejudicial to the administration of justice” found in Model 
Rule 8.4( d). A lawyer’s conduct is “prejudicial to the administration of justice” if it “bears 
directly on a case in the judicial process with respect to an identifiable case or tribunal” and 
“taints the judicial process in more than a de minimis way.” In re Hallmark, 831 A.2d 366, 
374 (D.C. 2003).  A lawyer may violate Rule 8.4(d) through conduct that merely has the 
potential to seriously and adversely affect the judicial process; actual impairment or harm 
is not required. See In re Uchendu, 812 A.2d 933,941 (D.C. 2002). A lawyer’s purely 
private conduct may be deemed prejudicial to the administration of justice if it “is criminal 
or so egregious as to make the harm, or potential harm, flowing from it patent.” Attorney 
Grievance Comm’n v. Link, 844 A.2d 1197, 1211-12 (Md. 2004).  
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5. Substantive “Mistakes” During Prosecution. 
 

Malpractice claims based on conduct in patent prosecution can arise from failure to meet deadlines, 
failure to properly claim priority to earlier applications, and substantive errors in drafting or 
prosecution. Missed deadlines are the easiest thing to avoid but also one of the most common 
mistakes made, so having a comprehensive calendar and docketing system, with redundancies, is 
key.  
 
RULES IMPLICATED: 

• Rule 1.1. Competence. 
• Rule 1.4. Communication. 
• Rule 1.5. Fees. 
• Rule 3.3. Candor Toward the Tribunal. 
• Rule 5.1. Responsibilities of Partners, Managers, and Supervisory Lawyers. 
• Rule 8.3. Reporting Professional Misconduct. 

 
DISCUSSION: 

I.  PROFESSIONAL RESPONSIBILITIES OF CO-COUNSEL. 
Tennessee Rule of Professional Conduct 1.1 requires that attorneys provide competent 
representation to their clients. Competent representation, the rule states, requires “the legal 
knowledge, skill, thoroughness, and preparation reasonably necessary for the 
representation.” 
Of course, attorneys are often presented with cases outside their normal areas of expertise 
or experience. Rule 1.1 does not mandate sending that potential client away. Comment 2 
to the Rule states that competent representation “can also be provided through the 
association of a lawyer of established competence in the field in question.” 
However, the association of co-counsel is nothing short of walking hand in hand with one 
or more other attorneys through a minefield – sure, you might be lucky enough to not step 
on one, but what if the attorney whose hand you are holding steps on one? 
The most common ethical problems that will arise in co-counsel relationships will involve 
(A) communication with clients, (B) responsibilities of supervisory lawyers, and (C) fee-
splitting. 
 
A.  COMMUNICATION WITH CLIENTS. 
RPC 1.4 states: 

(a) A lawyer shall: 
(1) promptly inform the client of any decision or circumstance with respect 
to which the client’s informed consent, as defined in RPC 1.0(e), is required 
by these Rules; 
(2) reasonably consult with the client about the means by which the client’s 
objectives are to be accomplished; 
(3) keep the client reasonably informed about the status of the matter; 
(4) promptly comply with reasonable requests for information; and 
(5) consult with the client about any relevant limitation on the lawyer’s 
conduct when the lawyer knows that the client expects assistance not 
permitted by the Rules of Professional Conduct or other law. 
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(b) A lawyer shall explain a matter to the extent reasonably necessary to permit the 
client to make informed decisions regarding the representation. 

Generally, this Rule requires that an attorney inform his client of his own malpractice.  See 
Restatement (Third) of the Law Governing Lawyers § 20 cmt. c (2000) (recognizing a duty 
to disclose “substantial” malpractice). Of course, the same duty arises through the fiduciary 
duty owed by an attorney to that attorney’s client. Makes sense – you step on the land mine, 
you tell your client you are, at the very least, going to need a new pair of shoes. 
Things get complicated, however, when the one who steps on the mine is your co-counsel. 
The issue that arises is whether an attorney has a duty to inform a client of the substantial 
misconduct or potential malpractice of another attorney serving as co-counsel in the 
representation. 
Comment 7 to Rule 1.4 provides part of the answer, clarifying that a lawyer “may not 
withhold information to serve the lawyer’s own interest or convenience or the interests or 
convenience of another person.” 
 
Estate of Spencer v. Gavin, 946 A.2d 1051 (N.J. Super. Ct. App. Div. 2008) 

An executrix retained attorney Gavin to represent two present estates, as well as to 
serve as the administrator of her future estate. The executrix subsequently died and 
Gavin administered all three estates. Gavin asked attorney Averna for help. They 
had often worked together in the past. Averna signed no formal engagement 
agreement with either Gavin or the estates. Averna worked for the estates at Gavin’s 
request and was paid by checks drawn from an account of one of the estates. 
Allegedly unbeknownst to Averna, Gavin was stealing from the estates. Gavin 
passed away shortly thereafter and a substitute administrator was appointed. The 
substitute administrator uncovered Gavin’s thefts and sued numerous defendants 
on behalf of the estates, including Averna. 
The Court found that Averna, as a fiduciary, had a duty to his client to report 
Gavin’s theft if he knew of it.  The Court was satisfied, under the facts, that there 
existed an attorney-client relationship between Averna and the estates to give rise 
to such a duty. Further, the estates had relied upon Averna to represent their best 
interests in his work, and he therefore owed them a duty of care even if the attorney-
client relationship was lacking. The issue left for remand was whether Averna, in 
fact, knew of Gavin’s theft. 

 
Estate of Spencer stands for the proposition that an attorney has a duty to inform a client 
or non-client beneficiary of a co-counsel’s negligence, malpractice, or misconduct as part 
of the attorney’s fiduciary duty of loyalty. 
 
B.  RESPONSIBILITIES OF SUPERVISORY LAWYERS. 
Rule 5.1 states: 

(a) A partner in a law firm, and a lawyer who individually or together with other 
lawyers possesses comparable managerial authority in a law firm, shall make 
reasonable efforts to ensure that the firm has in effect measures giving reasonable 
assurance that all lawyers in the firm conform to the Rules of Professional Conduct. 
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(b) A lawyer having direct supervisory authority over another lawyer shall make 
reasonable efforts to ensure that the other lawyer conforms to the Rules of 
Professional Conduct. 
(c) A lawyer shall be responsible for another lawyer’s violation of the Rules of 
Professional Conduct if: 

(1) the lawyer orders or, with knowledge of the specific conduct, ratifies the 
conduct involved; or 
(2) the lawyer is a partner or has comparable managerial authority in the 
law firm in which the other lawyer practices, or has direct supervisory 
authority over the other lawyer, and knows of the conduct at a time when 
its consequences can be avoided or mitigated but fails to take reasonable 
remedial action. 

 
Rule 5.1(a) may apply to co-counsel relationships in which the attorneys are splitting fees, 
but the fees are not split in proportion to the work performed by each attorney. In such 
situations, the attorneys assume joint responsibility for the representation. When 
applicable, the Rule requires that co-counsel make reasonable efforts to ensure that their 
respective firms have in place policies and procedures “designed to provide reasonable 
assurance that all lawyers in the firm will conform to the Rules of Professional Conduct[,]” 
including “those designed to detect and resolve conflicts of interest, identify dates by which 
actions must be taken in pending matters, account for client funds and property, and ensure 
that inexperienced lawyers are properly supervised.”  See Rule 5.1, Comment 2. 
Rule 5.2(b) only applies to lawyers “having direct supervisory authority over another 
lawyer,” although whether a lawyer has supervisory authority in a matter is a question of 
fact. See Rule 5.1, Comment 5.   
Rule 5.2(c) applies when an attorney orders or knowingly ratifies another attorney’s ethical 
violation, which would also be a violation of Rule 8.4(a). Rule 5.2(c) also applies when an 
attorney, under the facts, has direct supervisory authority over another attorney, and has 
knowledge of the ethical violation “at a time when its consequences can be avoided or 
mitigated,” and fails to take reasonable action to avoid or mitigate these consequences. 
 
C.  FEE-SPLITTING. 
Rule 1.5(e) states: 

(e) A division of a fee between lawyers who are not in the same firm may be made 
only if: 

(1) the division is in proportion to the services performed by each lawyer or 
each lawyer assumes joint responsibility for the representation; 
(2) the client agrees to the arrangement, and the agreement is confirmed in 
writing; and 
(3) the total fee is reasonable. 

While the practice of associating co-counsel and splitting fees equally is a relatively 
common practice, attorneys need to exercise great care when doing so. A word of caution: 
under Rule 1.5(e), co-counsel who wish to split fees are required to be paid in proportion 
to actual work performed or they subject themselves to the potential liability that comes 
with the assumption of joint responsibility of the representation. In other words, that 
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reasonable 50/50 split could result in an attorney being vicariously liable for a co-counsel’s 
misdeeds! 
 
Duggins v. Guardianship of Washington, 632 So. 2d 420 (Miss. 1993) 

Keep your friends close and your co-counsel closer! 
When their son was blinded in one eye by the malpractice of an ophthalmologist, 
the boy’s parents retained attorney Duggins to bring suit against the doctor. They 
signed a contingent fee agreement which gave Duggins the power to retain co-
counsel. 
Duggins associated attorney Barfield on the case with the agreement that Duggins 
would compile the necessary medical bills and records and maintain 
communications with the boy’s parents, while Barfield would prosecute the action 
and handle settlement negotiations. They agreed to divide any attorneys’ fees 
equally. 
It turned out that Barfield never filed a complaint, however. In fact, to hide his 
misdeed, he created a fake complaint, complete with a case number from a separate 
case he had previously filed, a fake stamp from the court clerk, and a fake filing 
date. The fake complaint never aroused Duggins’ suspicion. 
Barfield started on the settlement negotiations, but hid Duggins’ involvement in the 
case. Meanwhile, he gave Duggins assurances that things were on track and that he 
anticipated a settlement in the neighborhood of $160,000. However, Duggins saw 
a settlement agreement at a later settlement conference which listed the total 
settlement at $95,500. Upon inquiry, Barfield stated that this was merely a 
typographical error. 
Duggins was unaware that Barfield had already received two settlement checks, 
neither naming Duggins as a payee, of course. Barfield’s plans were to steal the 
funds. 
Duggins’ suspicion grew that things were not as Barfield had claimed. Duggins 
finally uncovered the truth and Barfield eventually pleaded guilty to felony theft 
and was disbarred. 
Suit was filed against Barfield, Duggins, and the bank that disbursed the settlement 
funds. The trial court found Duggins vicariously liable for Barfield’s theft. 
The Mississippi Supreme Court affirmed the lower court, finding that Duggins had 
assumed joint responsibility of the representation with Barfield and, therefore, 
could be held vicariously liable for Barfield’s theft. 
In the event that this scenario is not sufficiently terrifying, the Court’s finding of 
vicarious liability extended to punitive damages, as well! 
 

II.  LIABILITY CO-COUNSEL. 
A.  VICARIOUS LIABILITY OF CO-COUNSEL. 
We have already touched on co-counsel liability with Duggins v. Guardianship of 
Washington, so let us expand from there. Generally, a firm is not ordinarily liable for the 
acts or omissions of co-counsel. There are, as we have seen in Duggins, exceptions. An 
attorney may be vicariously liable for co-counsel’s acts or omissions where: 

• the attorneys share responsibility for the representation; 
• the attorneys divide fees; or 
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• one or more attorneys act as subagent or subagents of an attorneys acting as the 
principal (i.e., agency relationship). 

Whalen v. DeGraff, Foy, Conway, Holt-Harris & Mealey, 863 N.Y.S.2d 100 (N.Y. App. 
Div. 2008) 

Hard to find good help these days. 
The DeGraff firm represented Ms. Whalen in her attempt to recover her interest in 
a partnership. They succeeded in obtaining a judgment of over $1,200,000. 
However, before the judgment was satisfied, the former partner moved to Florida, 
where he died. Months later, DeGraff reached out to a local Florida firm for 
assistance in collecting against the former partner’s estate.  
Initially, DeGraff only asked the Florida firm to determine whether or not the estate 
had been opened and to advise as to when DeGraff would be required to file their 
claim against it. The Florida firm replied that the estate had not yet been opened 
and that it would take no further action until it received further instructions from 
DeGraff. 
DeGraff told Ms. Whalen of the arrangement with the Florida firm, telling her that 
their role was to follow the status of the estate and file a claim against it to collect 
her judgment. 
In the meantime, DeGraff was attempting to negotiate a settlement with attorneys 
for the former partner’s estate. Upon learning that the estate had been opened, 
DeGraff instructed the Florida firm to file the notice of claim against the estate, but 
the Florida firm negligently missed the deadline to file. 
When they learned of the missed deadline, the lawyers for the estate ended their 
settlement negotiations.  
Ms. Whalen sued DeGraff alone, arguing that they were vicariously liable for the 
Florida firm’s negligence. The Court agreed, noting the lack of attorney-client 
relationship between Ms. Whalen and the Florida firm and finding an agency 
relationship between DeGraff and the Florida firm. The Florida firm acted as a 
subagent of DeGraff, leaving DeGraff with the duty to supervise the firm’s filing 
of the claim against the estate. DeGraff was found liable for its failure to do so. 

 
B.  LOCAL CO-COUNSEL LIABILITY 
The DeGraff firm associated local counsel, much to their chagrin. Such a practice is 
common. As we have just seen, it is not without its pitfalls. 
Local counsel owe a duty of care to clients, just as do lead counsel. There is no reason that 
Ms. Whalen could not have also sued the Florida firm for its negligence. Nor is it doubtful 
that DeGraff had a cause against the Florida firm on it’s own behalf. 
We have seen where negligence on the part of local co-counsel can create liability for 
counsel. Does liability flow in both directions? Can local co-counsel be liable for the acts 
or omissions of lead counsel? The answer to both questions is yes! 
Generally, local co-counsel’s duties and responsibilities are decided by agreement between 
lead counsel, local counsel, and their client. Therefore, an argument can be made that any 
negligence or fiduciary breach on the part of lead counsel cannot bring liability to local 
counsel as local counsel will generally have no duty beyond that specified in their 
agreement. However, that agreement may not limit certain non-delegable duties or 
responsibilities, as we shall see below. 
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Curb Records v. Adams & Reese L.L.P., No. 98-31360, 1999 WL 1240800, at *1-2 (5th 
Cir. Nov. 29, 1999). 

Curb Records retained California attorney Peter Strong, authorizing him to 
associate local counsel in Lousiana, as needed. Strong associated local attorney 
Richard Goins, a partner with Adams & Reese, LLP.  Goins’ role was to be limited 
to the receipt and forwarding of discovery requests, pleadings, etc., as well as filing 
any pleadings, as directed by Strong. Goins was not to directly communicate with 
the client. 
It soon became apparent to Goins that Strong was not responding to the discovery 
requests forwarded to him. Curb received sanctions for failure to participate in 
discovery and the court eventually struck Curb’s defenses as a sanction, leaving 
Curb to settle on unfavorable terms. 
Curb sued Goins for malpractice. 
The Court found that the duties owed by an attorney to his client overrode the 
agreed upon limitation of duties and responsibilities, stating that local counsel 
cannot “turn a blind eye” to lead counsel’s acts or omissions when such acts or 
omissions seriously impair the client’s interests. 
Where it is “clear to a reasonable attorney” that a client will be substantially 
prejudiced by lead counsel’s acts or omissions, the Court held that the duty of care 
required local counsel to notify clients of these acts or omissions. 

 
C.  REFERRAL LIABILITY 
Another common scenario is when a call comes in to an attorney’s office seeking legal help 
well beyond the scope of the attorney’s practice. The client will often seek and receive a 
referral to another office or the attorney will take the case and associate co-counsel or local 
counsel. What could possibly go wrong?! 
First, lawyers have an ethical duty under Rule 1.5 to only refer matters to other lawyers 
who are reasonably believed to be competent to handle the matter referred.  
Second, when lawyers arrange the association of co-counsel to represent a client, they are 
serving as their client’s agent and owe a duty of care to that client to associate competent 
co-counsel.  
Generally, a lawyer may be liable for a negligent referral if he knew or reasonably should 
have known that the lawyer to whom the matter was referred posed a foreseeable risk of 
harm to the client in the representation. 
 
Tormo v. Yormark, 398 F. Supp. 11 59, 11 65 (D.N.J. 1975). 

A man consulted his attorney, Edward Devlin, for help in the matter of his daughter 
who was injured in a boating accident in another state. Devlin was not licensed in 
the state in which the accident occurred, so he associated local counsel Milton 
Yormark to file suit on behalf of his client. Devlin’s only query into Yormark’s 
competence involved confirming Yormark’s name in a legal directory to confirm 
that he was admitted to practice law in the state. 
Unfortunately for Devlin, this “search” left out the facts that Yormark had been 
indicted for insurance fraud the previous year. Prior to his subsequent conviction, 
sentence, and disbarment for the same, he settled the client’s claim for $150,000 
and stole the settlement funds. 
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The client sued the banks involved, which then filed a third-party action against 
Devlin for negligently selecting and supervision Yormark. Devlin essentially 
argued ignorance – although Yormark’s problems were common knowledge in the 
state of the incident, they were not common knowledge in Devlin’s state. The Court 
held that although Devlin did have a duty of care to ensure that Yormark was 
competent, he could not be held to have breached that duty for ending his query 
upon finding Yormark was licensed in the state. 

An interesting note about the Tormo case is that it was decided in 1975. A 2014 lawyer, 
with the internet search tools widely available, would be well-advised to not put too much 
reliance on this ruling. 
If an attorney still dares to refer to attorney with whom they are unfamiliar, best practice 
would be to learn as much as possible about the lawyers to whom one will refer matters. A 
recommended minimal due diligence would be to: 

• confirm that the target lawyer is admitted to practice in the jurisdiction; 
• conduct an Internet search of the target lawyer by name; 
• conduct a LexisNexis or Westlaw search of the target lawyer by name in federal 

and state databases;  
• review the target lawyer’s Martindale-Hubbell listing; and  
• appropriately question the target lawyer about her qualifications. 

See Douglas R. Richmond, Professional Responsibilities of Co-Counsel: Joint Venturers 
or Scorpions in A Bottle?, 98 Ky. L.J. 461 (2010), at 485-86. 
Or, of course, simply refer the client to the TBA Lawyer Referral Service 
(http://www.tba.org/info/find-an-attorney) and let the TBA worry about it. 
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6. Substantive “Mistakes” During IP Law-Practice Generally.  
 
Staying on the topic of mistakes during prosecution, this can also include substantive, rights-
affecting mistakes in other aspects of your IP practice.  A few topics that we run into a lot are the 
following: 

 
1. No royalties on expiring/expired IP 
2. Cannot contract away a right to challenge patent 

a. Lear: Licensee sought to challenge patent validity despite contract with patent 
owner forbidding licensee from challenging patent; SCOTUS said state contract 
law cannot override federal patent law and “emphasizing the strong federal policy 
favoring free competition in ideas which do not merit patent protection” Lear, Inc. 
v. Adkins, 395 U.S. 653, 656, 89 S. Ct. 1902, 1904, 23 L. Ed. 2d 610 (1969) 

b. Foster: Distinguishing Lear because there was a conflict between federal patent 
policy and state law of contracts, in this case Federal Circuit recognized the strong 
competing policies that do not implicate questions of the primacy of federal over 
state law. One side espoused a policy to outlaw any restriction of challenges to 
validity of patents; the other side favored the finality of judgments generally and 
the encouragement of settlements of litigation in particular, including settlements 
resulting in a consent judgment. Federal Circuit determined that the public policy 
expressed in Lear was not so overriding that challenges to validity must be allowed 
when, under normal principles of res judicata applicable to a consent judgment, 
such challenge would be precluded. Foster v. Hallco Mfg. Co., 947 F.2d 469, 477 
(Fed. Cir. 1991) [unclear if the earlier case was “litigated” but it lasted 3 years 
before the consent settlement discussed here so we assume so] 

c. Flex-Foot: Once an accused infringer has challenged patent validity, has had an 
opportunity to conduct discovery on validity issues, and has elected to voluntarily 
dismiss the litigation with prejudice under a settlement agreement containing a clear 
and unambiguous undertaking not to challenge validity and/or enforceability of the 
patent in suit, the accused infringer is contractually estopped from raising any such 
challenge in any subsequent proceeding. Flex-Foot, Inc. v. CRP, Inc., 238 F.3d 
1362, 1370 (Fed. Cir. 2001) 

d. Medimmune v. Genentech, 549 U.S. 118 (2007): a licensee is not required to breach 
its agreement with licensor before challenging patent validity 

i. Licensee can continue paying royalties while challenging patent 
e. Solutions:  

i. Consider alternatives to no-challenge-patent clauses such as:  
1. Contract to establish patent validity? 
2. End license if challenged? 
3. Notice before patent challenge? 

ii. Examples:  
1. “Licensee shall not institute or participate as an adverse party in any 

legal action or administrative proceeding to invalidate or limit the 
scope of any Licensor Patent claim (“Patent Challenge”) until the 
expiration of thirty (30) days after Licensee serves on Licensor 
written notice of Licensee’s intention to bring or participate in a 
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Patent Challenge.  In the notice, Licensee shall provide to Licensor 
a complete written disclosure of each and every basis then known to 
Licensee for the Patent Challenge and shall provide Licensor with a 
copy of any document or publication that Licensee anticipates using 
in connection with the Patent Challenge.  Licensee’s failure to 
comply with this provision shall constitute a material breach of this 
Agreement remediable by liquidated damages as defined herein.” 

2. “If Licensee ever challenges or causes to be challenged the validity 
or enforceability of the Licensed Patents in any court or any other 
tribunal or arbitration forum, including the United States Patent and 
Trademark Office, then Licensee shall pay Licensor’s attorneys’ 
fees and court costs arising from such challenge.” 

3. “If Licensee ever challenges or causes to be challenged the validity 
or enforceability of the Licensed Patents in any court or any other 
tribunal or arbitration forum, including the United States Patent and 
Trademark Office, then Licensor shall have the right, at Licensor’s 
option, to terminate without penalty this License by giving written 
notice thereof to Licensee.” 

4. “If Licensee ever challenges or causes to be challenged the validity 
or enforceability of the Licensed Patents in any court or any other 
tribunal or arbitration forum, including the United States Patent and 
Trademark Office, unless Licensor or Licensee has terminated this 
License as allowed herein, then this License shall remain in full 
force and effect, and Licensee shall continue to pay the Royalty 
required herein throughout the term of the License. Upon the 
conclusion of such challenge, if any of the Licensed Patents are not 
invalidated and the Parties are still operating under this License, 
then the Royalty rate shall increase by 500 basis points for the 
remainder of the License during the life of each Licensed Patent.” 

3. Cannot benefit from royalties beyond the patent term 
a. Brulotte:  

i. “Consider the situation as of the day the patent monopoly ends. Any 
manufacturer is completely free to produce Thys-type hop-pickers. The 
farmer who has previously purchased a Thys machine is free to buy and use 
any other kind of machine whether or not it incorporates the Thys idea, or 
make one himself if he is able. Of course, he is not entitled as against Thys 
to the free use of any Thys machine. The Court’s opinion must therefore 
ultimately rest on the proposition that the purchasing farmer is restricted in 
using his particular machine, embodying as it does an application of the 
patented idea, by the fact that royalties are tied directly to use.” 

ii. A “patentee’s use of a royalty agreement that projects beyond the expiration 
date of the patent is unlawful per se.” 

iii. “A patent empowers the owner to exact royalties as high as he can negotiate 
with the leverage of that monopoly. But to use that leverage to project those 
royalty payments beyond the life of the patent is analogous to an effort to 
enlarge the monopoly of the patent by tieing the sale or use of the patented 
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article to the purchase or use of unpatented ones….The exaction of royalties 
for use of a machine after the patent has expired is an assertion of monopoly 
power in the post-expiration period when, as we have seen, the patent has 
entered the public domain. We share the views of the Court of Appeals in 
Ar-Tik Systems…that after expiration of the last of the patents incorporated 
in the machines ‘the grant of patent monopoly was spent’ and that an 
attempt to project it into another term by continuation of the licensing 
agreement is unenforceable.” 

iv. Stare decisis 
v. Brulotte v. Thys Co., 379 U.S. 29, 85 S. Ct. 176, 13 L. Ed. 2d 99 (1964). 

b. Marvel:  
i.  “Patents endow their holders with certain superpowers but only for a 

limited time.” 
ii. “Brulotte was brewed in the same barrel.” 

iii. “But stare decisis teaches us that we should exercise that authority 
sparingly. Cf. S. Lee and S. Ditko, Amazing Fantasy No. 15: Spiderman, 
p.13 (1962)(“[I]n this world, with great power there must also come great 
responsibility”).” 

iv. “[W]e do not give super-duper protection to decisions that do not actually 
interpret a statute.” 

c. Alternatives, solutions, work-arounds? 
i. The Supreme Court proposes several approaches to “working around” the 

Brulotte limitations: “all the decision bars are royalties for using an 
invention after it has moved into the public domain.” 

1. Defer payments for pre-expiration exploitation of patent to post 
expiration period 

2. Non-patent based post-expiration royalties 
3. Multi-patent license agreements 
4. Alternative business arrangements such as joint ventures for 

commercialization 
ii. Also consider:  

1. “Patent Rights” v. “Know-How” v. collective “Licensed IP Rights” 
a. “Licensed Product”  
b. Define specifically 
c. Or as any that would, absent a license, infringe a valid Patent 

claim  
d. Or that incorporates Know-How 
e. Be aware of open-ended “Licensed Patents” definitions 

2. Grant specific separate licenses 
a. Be aware of the implications related to patent expiration 
b. Can patents be added by Licensor without notice or 

agreement (e.g., “related” or “relevant” patent)? 
c. Use explicit terms (dates or identified members of family) to 

define expiration date 
d. Weigh the narrowing of patents against risk of exposure to 

Licensor on other patents 
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4. No future assignment of IP rights (all IP) 
a. A promise to grant is not a grant of rights 
b. Use the present tense in license granting language, even if it can only take effect at 

a later date after another condition is met (e.g., patent issues). Filmtec Corp. v. 
Allied Signal Inc., 939 F.2d 1568 (Fed. Cir. 1991). Cf., Arachnid, Inc. v. Merit 
Industries, Inc., 939 F.2d 1574 (Fed. Cir. 1991) (party seeking patent infringement 
damages did not have requisite legal title because agreement to assign is not an 
assignment) 

c. Recommendations:  
i. Use present tense in license grant, even if it only takes effect at later 

date/after another condition is met  
ii. When patent issues, when trial period ends, etc. 

iii. Equitable title is transferred immediately; legal title is effective at the time 
the conditions mature.   

iv. For example, “I hereby assign to you all patents that may be developed in 
the course of our collaboration.”  

v. The assignment is current; the things assigned do not yet exist but when 
they come into existence, legal title will inhere in you without further need 
for agreement.  Whether they come into existence, you have been granted 
title, and the only way you will not take ownership is if the grant is 
subsequently canceled by agreement. 

vi. Avoid the “bona fide purchaser for value” issue 
vii. Require grantor to notify any subsequent licensees/assignees of grant  

viii. You can record assignment but must give other notice if it is just license 
 
 


