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Lawyer Funds are Used to Reimburse Clients
 
COLUMBUS – A portion of your attorney registration fee goes to support a system for ensuring that the public can have confidence in legal representation in Ohio and can be reimbursed in those rare situations when attorneys act unethically.

 

 The vast majority of Ohio lawyers adhere to the mandates of the Code of Professional Responsibility in providing legal services to their clients. The disciplinary system established by the Supreme Court exists to deal with the small number of lawyers – fewer than one percent – who fail to conduct themselves in accordance with the ethical standards promulgated by the Court.  A lawyer who violates these standards may be reprimanded or be permanently or temporarily barred from practicing law for engaging in professional misconduct.

 

But, what recourse is available to a client who suffers financial loss as a result of his or her lawyer’s misconduct?  Depending on the nature of the misconduct, the client may be able to pursue certain civil remedies, or the lawyer may be subject to criminal prosecution.  These remedies are sometimes costly and time-consuming.

 

As a means of aiding clients who have suffered financial loss as a result of the misconduct of their lawyer, the Supreme Court established the Client Security Fund in 1985.  The fund and its administrative staff are supported entirely by a portion of the $300 biennial registration fee paid by each Ohio lawyer.

 

 “The overwhelming majority of Ohio lawyers observe high standards of professional integrity when entrusted with the legal care of clients and their assets,” said Chief Justice Thomas J. Moyer. “However, the dishonest acts of a few can affect the public’s image of and confidence in the legal profession as a whole, which is why we have this system to attempt to right those wrongs.”

 

An office at the Supreme Court assists clients who file claims for reimbursement, investigates the claims, and administers the fund.  A seven-member volunteer Board of Commissioners of the Clients’ Security Fund determines which claims are eligible for reimbursement and the amount of reimbursement to be provided to each eligible client.  Reimbursements are limited to $75,000 per claim.  This is among the highest reimbursement level established by states with similar funds.

 

Ohio’s Client Security Fund is unique in that there is no limit to the number of clients who can apply for reimbursement as a result of the misconduct of a single attorney.  Clients have a full year to file a claim from the date that a theft on the part of an attorney occurs or from the date the theft is discovered.  To be eligible for reimbursement, all of the following must apply to an individual claim:

 

· The attorney in question must have been licensed to practice law in Ohio at the time of the theft. 

· The attorney in question must have been disciplined by the Supreme Court of Ohio, have resigned, or be deceased, on or after May 13, 1985.

· The misconduct must be in the nature of a theft, embezzlement, or unearned fees; the fund does not handle claims for legal malpractice, negligence, or fee disputes.

 

The fund has adopted an application process that is as painless as possible for clients who have already been through a difficult and negative legal experience.  There is no charge to file a claim, and the assistance of a lawyer is not required.  The claim form is simple and straightforward, and fund staff readily provide assistance to those who need help filling out the form. In addition, the client is not required to pursue other legal remedies before filing a claim. 

 

Since its inception, more than $9 million in attorney registration funds have been paid to clients who have suffered losses as a result of lawyer misconduct.  

 

In fiscal year 2005, the board determined that 101 claims were eligible for reimbursement, and awarded a total of $1,494,199.56.  Fourteen claims received the maximum award amount of $75,000.00.  Eighty-six of the claimants were fully reimbursed for 100 percent of their loss.  A total of 42 attorneys were involved in fund claims in fiscal year 2005.  Twenty-one claims were determined to be ineligible for reimbursement from the fund.

 

In fiscal year 2005, $1,250,000 in Supreme Court attorney registration funds were allocated to the trust fund from which the client reimbursements are paid.  Another $302,000 was spent to administer the fund.

 

The most common type of claim is an unearned fee claim. These typically range from $3,000 to $10,000 and involve instances where an attorney accepts a fee to provide a legal service and then fails to render that service.  In fiscal year 2004, unearned fee claims accounted for more than half of all claims, yet were only 16 percent of the actual dollar volume.  The most costly claims tend to involve theft of estate assets.  In 2004, estate theft claims represented less than half of all eligible claims, but accounted for 84 percent of the total paid out of the fund for that fiscal year.  

 

Although many claims involve relatively small dollar amounts and no single claim can exceed $75,000, the dollar amounts awarded as a result of the misconduct of a single attorney can be substantial.  For example, the fund has paid claims totaling $1,093,791 because of the misconduct of a single lawyer that affected several clients.

 

As a condition of receiving reimbursement from the fund, claimants must execute a release and subrogation agreement assigning to the fund their rights against their former attorney.  Pursuant to this agreement, the fund attempts to obtain restitution from the dishonest attorney.  The amounts collected are deposited directly into the fund’s trust account.  During fiscal year 2005, the fund collected a total of $134,068.20 in restitution proceeds.  It should also be noted that any attorney eligible to return to practice must reimburse the fund for any amounts awarded to his/her former clients as a condition of reinstatement.

 

The Client Security Fund is yet another example where the Supreme Court and the Ohio bar have joined to regulate the practice of law and promote public confidence in the legal profession.  Ohio lawyers should be proud that a portion of their registration fees are allocated to compensate persons who suffer financial loss as a result of the misdeeds of those few lawyers who fail to abide by the high standards of conduct that govern our profession.

 

 

 

How Annual Registration Fees are Allocated
 
 
	Purpose
	Amount Budgeted
 

	Disciplinary System (includes Office of Disciplinary Counsel, Board of Commissioners on Grievances and Discipline, reimbursements to certified grievance committees and publication of disciplinary notices)
 
	54%

	Client Security Fund (includes administration and 2005 allocation to trust fund)
 
	19%

	Attorney Services Administration (includes all personnel and operating expenses of Attorney Services Division, except UPL and CLE, and the budget supplement for CLE)
 
	10%

	Ohio Legal Assistance Foundation (grant)
 
	8%

	Ohio Lawyers Assistance Program (grant)
 
	6%

	Unauthorized Practice of Law (personnel and operating expenses for Board and reimbursements to local bar association UPL committees)
 
	3%
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*This is the second in a series of articles that provide an in-depth explanation as to how attorney registration revenue is used by various recipients.  
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