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CASE NOTES 
 

9.1.1 RReeffeerrrraall  FFeeeess,,  RReeccoovveerryy  ooff  

Case: Crockett & Myers, Ltd. v. Napier, Fitzgerald & Kirby, LLP (9th Cir. 2011) 664 F.3d 
282  

Issue: Was a District Court’s quantum meruit award of $33,000 to an attorney who had 
referred a contingency fee case (“referring attorney”) to another attorney (“recipient 
attorney”) plainly erroneous where the recipient attorney had received a $500,000 
contingency fee in settling the matter and the recipient attorney customarily pays a one-
third referral fee? 

Holding: Yes.  The Ninth Circuit reiterated its instructions in Crockett & Myers, Ltd. v. Napier, 
Fitzgerald & Kirby, LLP (9th Cir. 2009) 583 F.3d 1232 (Crockett I) that, as part of a 
quantum meruit claim for services rendered in a medical malpractice claim, the District 
Court should have recalculated the quantum meruit award to include the value of the 
client referral “in and of itself” apart from any other benefit the referring attorney 
conferred on the recipient attorney.  The Ninth Circuit had further instructed the 
District Court that it “may also consider ‘established customs' when calculating an 
award under quantum meruit.” 

In light of the undisputed evidence that the recipient attorney customarily paid a one-
third referral fee, and that the recipient attorney recovered a $500,000 contingency fee 
in settling the referred case, the District Court award of $33,000 in quantum meruit was 
plainly erroneous.  The Ninth Circuit found that “[t]he second attorney’s custom of 
paying a one-third referral fee is the most definitive indication of the value of” the 
benefit conferred by the referring attorney on the recipient attorney in referring the 
matter, $166,666, and should have been the starting point for calculating the value of 
the referral in of itself and thus the appropriate measure of the quantum meruit award to 
the referring attorney.   
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Note: The Ninth Circuit reduced the award by the amount that the referring attorney had 
“decreased the overall value” of the case to the recipient attorney by negotiating, on the 
client’s behalf, to get the recipient attorney to reduce his standard contingency fee from 
40% to 33 1/3%.  The net recovery to the referring attorney was thus $100,000. 

 

9.1.2 Attorney Fee Agreements; Liens on Deferred Fees 

Case: Little v. Amber Hotel Co. (2011) 202 Cal.App.4th 280 

Issue: Attorney brought an action for tortious interference with an attorney’s lien and for 
interference with an attorney’s further relationship with his clients against the opposing 
party in an underlying action.  Did the attorney establish that his clients had breached a 
contractual duty to the attorney regarding the lien when the clients settled the action 
with the opposing party and forfeited their right to execute on the court-ordered prior 
fee award that was the basis of the lien? 

Holding: Yes.  “[A] client who creates an attorney's lien through a fee agreement may undertake 
a contractual obligation not to frustrate the attorney's recovery under the lien.”  (202 
Cal.App.4th at 292.) 

An attorney fee agreement which creates a lien on deferred fees does not for that reason 
alone impose an unreasonable restriction on clients’ right to settle. Here, the fee 
agreement was valid and enforceable as it ensured the attorney his right to “any fee 
award made by the court” without regard to the terms on which his clients ultimately 
chose to settle. The amount of the fee award had never been challenged, the award 
itself was final, and the lien provisions of the fee agreement were not the product of 
unfair negotiations.  The fee agreement did not impose an unreasonable minimal value 
on a permissible settlement.  In addition, the fee agreement did not transfer control of 
the action from clients to the attorney or require the attorney’s consent for settlement of 
the lawsuit.  (Id. at 297.) 

The Court distinguished Lemmer v. Charney (2011) 195 Cal.App.4th 99, which held 
that an attorney could not sue his client for fraud because the client dismissed his action 
notwithstanding client’s promise to proceed to trial or settlement.  In this case, by 
contrast, control of the action remained in the hands of the clients and the attorney’s 
consent was not required to settle the action.  What the clients could not do was break 
their promise not to impair the attorney’s lien right to a court-ordered fee award 
regardless of how the clients settled the action.  (Ibid.) 

Notes: Generally, a provision in an attorney-client fee agreement that the client may not settle 
without his attorney’s consent is against public policy and void.   However, the Court 
of Appeal noted that lien-creating deferred fee agreements serve the important public 
policy of enabling persons with meritorious claims to obtain legal representation 
despite their inability to pay.  (Ibid.) 

The underlying lawsuit concerned an action by a hotel company against defendants in 
connection with alleged failure to pay the hotel company broker’s commissions in 
connection with the sale of a hotel.  The listing and sales agreement each had an 
attorney fees provision.  The defendants won at trial and the trial court awarded a 
sizeable attorney fee award on which the attorney based his lien.  The hotel company 
appealed the verdict, but dismissed the appeal in exchange for the settlement agreement 
negotiated directly with the defendants that relinquished their right to the court-ordered 
attorney fee award.  

While the jury in the action by the attorney against his former clients and the opposing 
party in the underlying action found that the clients had breached their agreement to 
their attorney, damages were awarded only against the opposing party in the underlying 
action for causing the clients to break their contractual duties.  This is how the Court of 



 
3 

Appeal described the opposing party’s effort to induce the attorney’s clients to settle 
the matter and eliminate the attorney’s right to the court-ordered fees: 

At some point, one of the attorney’s clients entered into an oral settlement agreement 
with the president of the hotel company.  Under its terms, the hotel company would 
dismiss its appeal and give the client $100,000 “in a quiet way,” meaning it was not to 
be disclosed to anyone including the client’s attorney.  In exchange, the client agreed 
not to pursue a malicious prosecution action against the hotel company.  According to 
the client, the president of the hotel company and its counsel told him that the 
settlement agreement did not concern the fee award, but they promised that they would 
“take care of” client’s attorney’s claim to the fee award.  “As a result of these 
assurances,” client and the other prevailing defendants in the underlying action 
executed acknowledgments of satisfaction of judgment.  At hotel company president’s 
direction, client “made a nighttime drive to Malibu, where [hotel company president] 
gave him $100,000 in cash.”  (Id. at 288.)  The footnote to this passage notes trial 
testimony from client’s chauffeur that, upon reaching the Malibu address, client “left 
the car, entered a building, and returned with a black briefcase.  When [client] looked 
inside the bag, he was ‘real joyful.’”  (Id. at 289, note 4.) 

The Court of Appeal upheld the part of the jury verdict representing part of the fees 
attorney expected to have earned in future years from these longtime clients had the 
hotel company not wrongfully caused clients to breach their agreement with attorney.  
The hotel company’s actions forced the attorney to sue his former clients and thereby 
led clients to discontinue using attorney.  “Here, [attorney] testified that he expected his 
long and profitable relationship with the [clients] to continue after the action involving 
[the hotel company] ended.  [Client] testified that he had routinely employed [attorney] 
to provide legal services for 10 or 11 years prior to the action involving [the hotel 
company].  He further testified that after the settlement, he no longer hired [attorney] 
and had no intention to retain [attorney] in the future.  When [hotel company’s] counsel 
asked why [client] had stopped engaging [attorney] prior to the trial in the underlying 
action, [client] answered, ‘He sued me.’  [Client] also stated that he had hired a new 
law firm to provide legal services and that he did not wish to disturb his relationship 
with it.  This testimony is sufficient to show that it was [hotel company’s] misconduct 
regarding [attorney’s] retainer agreement that ended [attorney’s] profitable relationship 
with [client].”  (Id. at 304.) 

 

9.1.3 Conflicts of Interest, Former Client/Mobile Attorney 

Case: Streetspace, Inc. v. Google, Inc. (N.D. Cal. 2012) 2012 WL 293642   

Issue: In a patent infringement lawsuit, was disqualification of an attorney for one of the 
defendants warranted where:  (1) the attorney was an intellectual property partner at his 
prior law firm while a branch office of the firm located in another city prosecuted the 
patent at issue; (2) the attorney never billed any time to the handling of the patent at 
issue or discussed it with any other firm attorney; (3) the attorney’s managerial 
responsibilities as partner at his prior firm were limited to the cases he handled; but 
where (4) the firm had a centralized file system, that included confidential information 
about the patent at issue, to which the attorney had access; (5) the attorney worked with 
a firm attorney handling the prosecution of the patent at issue on an unrelated project; 
and (6) that other attorney now represented the plaintiff in this patent infringement 
action?     

Holding: No.  Disqualification was unnecessary on these facts where the law firm subject to 
disqualification carried its burden of demonstrating that the attorney did not receive 
confidential information of the opposing party at his prior law firm that is material to 
the current lawsuit.  The District Court found this evidence did not support the 
contention that the attorney obtained confidences regarding plaintiff while at his prior 
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law firm, let alone rebut his unequivocal assertion that he did not. 

The Court reaffirmed the rule that “if a lawyer while with one firm acquired no 
knowledge or information relating to a particular client of the firm, and that lawyer 
later join[s] another firm, neither the lawyer individually nor the second firm is 
disqualified from representing another client in the same or a related matter even 
though the interests of the two clients conflict.”  (2012 WL 293642 at *2, quoting 
Dieter v. Regents of Univ. of Cal.  (E.D.Cal.1997) 963 F.Supp. 908, 911.) 

The Court rejected plaintiff’s contention that disqualification was required based on the 
attorney’s mere prior access to confidential client information in a centralized filing 
system.  Such a rule would require disqualification of every attorney and staff member 
of a firm that could have accessed that file.  Such a rule, said the Court, would be 
inconsistent with Adams v. Aerojet-Gen. Corp. (2001) 86 Cal.App.4th 1324, which 
requires courts evaluating motions to disqualify to engage in a fact-based examination.  
(2012 WL 293642 at *3, note 19.) 
 

9.1.4 Attorney-Client Privilege 

Case: Larsen v. Coldwell Banker Real Estate Corp.  (C.D.Cal. 2012) 2012 WL 359466 

Issue: Did the attorney-client privilege attach to an inadvertently produced email chain of 
three emails among defendant-company’s employees and various in-house counsel 
concerning a matter involving one of defendant’s California franchisees where:  (1) 
only defendant’s employees and in-house counsel were sent and copied on the emails in 
the chain; (2) the first email was sent from one of defendant’s employees to defendant’s 
general counsel at the request of the general counsel and ended with a series of points 
under the bolded and capitalized heading “Legal Issues Needing Clarification;” (3) the 
second email was sent by an employee, copied on the first email, to several other 
employees and in-house counsel and included a heading in bold and all caps entitled 
“Subject to Attorney Client Privilege;” (4) the third email was from defendant’s in-
house counsel responding to the two previous emails and included a notice that it was 
from the legal department of the defendant’s parent company and may be confidential? 

Holding: 

 

 

 

 

Yes.  The Court held that defendants had shown that the “dominant purpose” of the 
relationship between the senders and the recipients of the emails in the chain was 
attorney-client and that the emails were exchanged in the course of that relationship.  
(2012 WL 359466 at *4.) 

The Court rejected plaintiffs’ argument that the email chain was not privileged because 
the communications were “merely factual,” holding that the privilege equally attaches 
to legal and factual information and advice exchanged between attorney and client.  (Id. 
at *5.) 

The Court further rejected plaintiffs’ argument that the email chain was not privileged 
because the dominant purpose of the communication was to implement business 
strategies rather than to secure legal advice.  The Court found as a matter of fact that 
the communications were made to further the objective of the attorney-client 
relationship. 

The Court dismissed plaintiffs’ argument that the dominant purpose of the email chain 
could not have been to further the attorney-client relationship because non-lawyers 
answered or responded to the issues addressed in the emails.  That non-lawyers 
responded to the request for advice does not strip the privilege from the 
communications between defendant’s employees and in-house counsel.  The attorney-
client nature of the communication was clear because the response was to a request for 
information from in-house counsel and a further request to in-house counsel for legal 
advice on a variety of issues.  (Id. at *5.) 
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Finally, the Court rejected plaintiffs’ contention that the crime-fraud exception to the 
privilege applied to the email chain.  “[T]he ‘crime-fraud’ exception is extremely 
limited and only applies where the client seeks legal assistance to plan or perpetrate a 
crime or fraud.  People v. Clark (1990) 50 Cal.3d 583, 621-623.”  In this case, there 
was no evidence that the employee who initiated the email chain was seeking in-house 
counsel’s “legal assistance in order to plan or perpetrate a crime or fraud at the time the 
email was written. . . .”  (Id. at *5, emphasis in the original.)     

Note: Plaintiffs argued that New Jersey’s qualified attorney-client privilege should apply to 
the dispute rather than California’s more absolute attorney-client privilege in this 
diversity action since, among other things, defendant had its principal place of business 
in New Jersey and defendant’s in-house attorneys were licensed in New Jersey.  The 
District Court found that California had a far more substantial connection to the action 
since all of the defendants were California corporations; plaintiffs’ suit alleged solely 
California common law and statutory claims; and the putative class members signed 
investment documents with California choice of law provisions.    
 

9.1.5 Ex Parte Communication With Arbitrator 

Case: Maaso v. Signer (2012) 203 Cal.App.4th 362 

Issue: Was vacation of a defense arbitration award issued by a three-member panel in a 
medical malpractice action warranted, on the ground that it was procured by undue 
means, where defendant’s appointed arbitrator sent a communication to the designated 
neutral member of the panel, while the outcome of the case was still under 
consideration, on the key issue of causation without effectively sharing it with 
plaintiff’s appointed arbitrator and? 

Holding: Yes.  An arbitration award must be vacated where it was “procured by corruption, fraud 
or other undue means.”  (Cal. Code Civ. Proc. § 1286.2(a)(1).)  The statute does not 
define what constitutes “undue means.”  The Court of Appeal relied on prior rulings 
addressing that question to conclude that “undue means” means conduct that deprives a 
party of a fair and impartial hearing to his substantial prejudice, meaning something 
more than an opposing party’s use of seemingly unfair tactics.  (203 Cal.App.4th at 
371-372.) 

The Court of Appeal held that the trial court properly had found that the arbitration 
award in this case was procured by undue means since it could reasonably be inferred 
that the defendant’s appointed arbitrator’s ex parte letter to the neutral arbitrator on the 
key unresolved issue of the case caused the 2-1 award in favor of the defendant.  (Id. at 
375.)  It did not matter that the plaintiff had had a full opportunity to present evidence 
to the full panel at the arbitration hearing.  Each party had been given only 30 minutes 
to present argument to the panel and counsel for plaintiff, who had the burden of proof, 
was not allowed to present rebuttal argument, thus depriving him of the opportunity to 
present all of his arguments to the neutral panel member.  (Id. at 372.)  That was 
aggravated when plaintiff’s appointed arbitrator was not able to rebut the arguments 
made to the neutral in the ex parte communication sent by defendant’s appointed 
arbitrator until after a signed draft opinion had been circulated.  (Id. at 374.) 

The rule that emerges from the case is that “an ex parte communication between a party 
arbitrator and the neutral arbitrator while the outcome of the case is still under 
consideration undermines the fairness and integrity of the arbitration process,” making 
any resulting award the product of undue means.  (Id. at 375.)  
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Note: At the second arbitration, conducted before the appeal and made a part of the appeal, 
the plaintiff received an award in his favor before a panel that included different neutral 
arbitrator.  The Court of Appeal affirmed the trial court’s decision not to award plaintiff 
costs under Code of Civil Procedure section 998 because plaintiff had never requested 
those enhancements from the arbitrators.  (Id. at 377.) 

9.1.6 Unauthorized Practice of Law 

Case: United States v. Kimsey (9th Cir. 2012) 668 F.3d 691  

Issue: Federal law makes it criminal contempt to disobey any “lawful writ, process, order, 
rule, decree, or command of any district court” if the act also is a criminal offense 
under the laws of any state.  (18 U.S.C. § 402.)  Under this statute, may a non-lawyer 
who engages in the unauthorized practice of law by “ghostwriting” pleadings for a self-
represented civil litigant be convicted of criminal contempt for violating a District 
Court’s local rules of court prohibiting the unauthorized practice of law and requiring 
those who appear before the Court to be licensed in the state in which the District Court 
sits? 

Holding: No. The Court analyzed the evolution of the meaning of the term “rule” from the date 
of the original criminal contempt provision’s enactment in 1914, the meaning of the  
terms neighboring the term ”rule”  in the statute such as “decree” and “order”, and 
whether interpreting the term “rule” to include a court’s local rules.  The Ninth Circuit 
found that the term “rule,” under the federal criminal contempt statute, “usually 
connotes a direct, situation-specific directive to a particular individual” and did not 
extend to violations of local court rules.  (668 F.3d at 701, citation omitted.)  The Ninth 
Circuit further held that a contrary ruling would result in the absurdity of “criminal 
contempt prosecutions for such trifling oversights as the omission of file numbers from 
the captions of pleadings . . .  and the failure of signing attorneys to include their email 
address on motions.”  (Id. at 702.) 

The Court concluded by quoting a passage from the play A Man for All Seasons in 
which Sir Thomas More is heard telling his daughter that any man, even the Devil 
himself should go free until he has broken the law.  Applying that admonition, the 
Court wrote:  “Here, the government may have proven that [defendant] is, if not the 
Devil, no saint.  But it has failed to persuade us that [defendant] was in criminal 
contempt under the applicable federal statute.”  (Id. at 703.) 

Notes: The Court reversed the conviction on the ground that the trial court had committed 
reversible error by depriving defendant of his statutory right to a jury trial by 
convicting him after a bench trial.  The Ninth Circuit reached the question of whether 
defendant could be convicted of criminal contempt for violating a local rule because 
that question governed whether defendant could be subject to further proceedings based 
on the criminal contempt allegations.  (Id. at 698.)  As explained above, the Court 
concluded that defendant could not. 

9.1.7 Criminal Law – Prosecutorial Misconduct  

Case: United States v. Lopez-Avila (9th Cir. 2012) __ F.3d __, 2012 WL 450314 

Issue: Did a federal statute, 28 U.S.C. § 530B, that applies to attorneys for the federal 
government the rules governing attorneys in the state in which an attorney for the 
federal government discharges his duty bar retrial of a defendant convicted of a drug 
offense where the state constitution's double jeopardy rule would bar the 
defendant's retrial because of a mistrial ordered following the prosecutor's deliberate 
misquotation, during cross-examination of the defendant, of the transcript of an 
earlier phase in the proceeding?  

Holding:  No.  The Ninth Circuit affirmed the decision of the trial court that there was no double 
jeopardy.  The defendant had requested the mistrial without having been provoked to 
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do so by the prosecution and the federal rule governing the conduct of federal 
prosecutors did not modify federal substantive double jeopardy law.  “Even if one of 
the purposes of the Double Jeopardy Clause is to protect against prosecutorial 
overreaching, the right itself is plainly a right held by a criminal defendant, not one that 
directly governs the conduct of prosecutors.  There is simply no language in § 530B 
that would allow this court to apply Arizona’s substantive interpretation of the double 
jeopardy clause in its own state constitution to this case, on the basis of a federal 
statutory provision governing ethical standards of conduct for government lawyers.”  
(2012 WL 450314 at *8.)   

Notes: 

 

 

That is not where the Court ended its opinion.  The Court remanded the matter to the 
District Court to consider whether the indictment should be dismissed as a sanction and 
to consider imposing discipline on the prosecutor directly. The Court also suggested 
that the Department of Justice consider appropriate action if a formal complaint were 
filed.  (Id. at *10-11.) 

The Court intensified its criticism of the government in a revised opinion, stating that 
the Court was “troubled by the government’s continuing failure to acknowledge and 
take responsibility for” the prosecutor’s action.  (Id. at *9.) 

The prosecutor’s name is mentioned no fewer than 22 times in the opinion.  When the 
initial opinion was released by the Ninth Circuit, the U.S. Attorney moved to have the 
AUSA’s name redacted from the opinion and replaced with “the prosecutor”.  The 
Court denied the motion.  The Court observed that the U.S. Attorney’s Office in 
Arizona regularly publicizes the names of prosecutors who secure important victories.  
“If federal prosecutors receive public credit for their good works – as they should – 
they should not be able to hide behind the shield of anonymity when they make serious 
mistakes.”  (Id. at *10.)                                                                                                         

9.1.8 B&P Code §6200 et seq.; Mandatory Fee Arbitration Act (MFAA) 

Case: Greenberg Glusker Fields Claman & Machtinger LLP v. Rosenson (2012) 203 
Cal.App.4th 688 

Issue: Where a law firm’s retainer agreement provides for binding arbitration of fee disputes, 
is the firm’s written demand for binding arbitration within 30 days of a non-binding 
arbitration award under the MFAA effective to invoke arbitration, even if the firm does 
not file a superior court action to compel arbitration? 

Holding: 
 
 
 

Yes.  Rather than participate in the binding arbitration, the client filed a petition to 
confirm the MFAA arbitration award. The trial court granted the petition to confirm the 
MFAA award because the law firm had not filed an action to compel arbitration within 
30 days after the MFAA award.  
 
The Court of Appeal reversed the trial court order.  “Trial is not the only form of 
litigation available after MFAA arbitration.  A written agreement to participate in 
binding arbitration after completion of the MFAA arbitration process is enforceable.”  
(Id. at 693, discussing Schatz v. Allen Matkins Leck Gamble & Mallory LLP (2009) 45 
Cal.4th 557, 571.)  The law firm “had a valid contractual right to arbitrate the fee 
dispute after completion of the MFAA process.  The law firm properly invoked the 
right to binding arbitration under the fee agreement by filing a timely demand, which 
prevented the MFAA award from becoming final.  The reasoning of [client] and the 
trial court – that an action to compel arbitration in superior court is the only method of 
preventing an award under the MFAA from becoming final – is inconsistent with our 
Supreme Court’s determination that binding arbitration is an alternative, acceptable 
form of dispute resolution.”  (Id. at 694.)  In addition, the law firm could not have 
stated a cause of action to compel arbitration at the time it filed the demand because 
client had not yet refused to arbitration.  (Ibid.) 
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9.1.9 Attorney-Client Privilege 
Case: U.S. v. Salyer (E.D.Cal. 2012) 2012 WL 507118 

 
Issue: Were a jailed criminal defendant’s tape-recorded communications with his girlfriend, 

who was an attorney, covered by the attorney-client privilege under federal law where:  
(1) defendant’s girlfriend was not counsel of record; (2) defendant’s girlfriend had no 
evident legal expertise in the criminal, bankruptcy, and divorce proceedings defendant 
and she discussed; and (3) the communications were predominately personal; but where 
(4) the attorney-girlfriend assisted in retaining counsel of record; and (5) regularly 
discussed developments in the legal matters in which defendant was involved? 
 

Holding: No.  The Court reviewed the 119 tape-recorded communications in camera and ruled 
that all but a handful of them were predominately personal in nature.  The recordings 
“reflect telephone visits between two persons with a long term and ongoing personal 
relationship.  Over the many conversations, [the defendant] and [his girlfriend-attorney] 
discuss movies, books, magazine and news articles, mutual friends, family members, 
health, food, airplane flights, past vacations, their relationship and [defendant’s] 
relationship with others, life in general, and, of course, [defendant’s] current problems.  
While [defendant’s] legal situation, including the attorneys involved, the court, his 
family members, and friends who may or may not want to be supportive, the majority 
of the calls do not reflect an attorney client relationship.”  (2012 WL 507118, *5, 
citations omitted.)  The girlfriend’s status as an attorney did not transform “the intimate 
and personal nature of nearly all the calls at issue,” indicating encouragement from “a 
supportive friend,” into professional consultations.  (Id. at *6.) 
 
Throughout the opinion, the Court used terms such as “ruse” and “abuse of the claim of 
privilege” to characterize the pair’s occasional references in the conversations to the 
girlfriend’s status as an attorney or to the attorney-client privilege.  “When, during the 
conversations, [defendant] looked for tasks for [his girlfriend] to perform, it appears to 
be contrived, as he struggled to identify make-work tasks for her, rather than [the 
girlfriend] truly rendering legal services in an attorney client relationship.”  (Id. at *8.)  
Where legal strategy was discussed, observed the Court, it was in the context of 
defendant sharing his own legal analysis, not asking for his girlfriend’s guidance.  The 
Court quoted one exchange about grand jury proceedings to illustrate that defendant 
placed virtually no reliance on his girlfriend’s legal judgment:  “[Defendant]:  You 
can’t have a lawyer.  [Girlfriend]:  You can’t have a lawyer with you at a grand jury?  
[Defendant]:  What the hell law school did you go to?  You go to Sears or Montgomery 
Ward, or a big discount Walmart?  You can’t have a lawyer with you in a grand jury 
hearing.”  (Id. at *11.)   
 

Note: The Court nonetheless found that defendant “arguably” sought legal advice from his 
girlfriend-attorney in a few of the recorded calls, such as when defendant asked for her 
comments on a legal brief in his criminal case and her thoughts on his divorce case.  
The recordings of those calls were held off-limits to the government.  But it appeared to 
the Court that the legal advice even in those calls was “sought primarily to create an 
appearance of an attorney client relationship.”  (Id. at *12.) 
  

9.1.10 Rule 3-310:  Avoiding Representation of Adverse Interests 
 

Case: Talon Research, LLC v. Toshiba America Electronic Components, Inc. (N.D.Cal. 2012) 
2012 WL 601811 
 

Issue: Is disqualification of plaintiff’s counsel warranted in a patent action involving flash 
technology a non-practicing entity holding multiple patents brought against a 
manufacturer where three of seven lawyers representing plaintiff previously had direct 
involvement in representing defendant in several patent disputes also involving flash 
technology and where the patents involved in the prior proceedings shared the same 
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Patent Technology Office class and, in some cases, subclasses, as those in the current 
dispute? 
 

Holding: Yes.  The Court applied California Rule of Professional Conduct 3-310(E) prohibiting a 
California lawyer from accepting a matter adverse to a former client without the former 
client’s informed consent where the attorney has obtained confidential information 
material to the current representation.  Under California law, there must be a substantial 
relationship between the prior and current matters for disqualification to be warranted. 
Substantial relationship is evaluated by examining:  (1) the relationship between the 
attorney and the client concerning the legal problem in the former matter; and (2) the 
relationship between the legal problem in the former matter and the legal problem in 
the current matter.  Where the party seeking disqualification demonstrates the requisite 
substantial relationship, the attorney’s receipt of confidential information is presumed 
and disqualification is mandatory.   (2012 WL 601811, *1.) 
 
The Court observed that this was a case of first impression in the application of the 3-
310(E) substantial relationship test in successive patent actions.  (2012 WL 601811, 
*4.)  The Court found that confidential information the attorneys may have received in 
the prior proceedings would be relevant in the current action.  It did not matter that the 
products in the prior and current proceedings were not identical.  Imposing a “literal 
matching” requirement for disqualification purposes “would emasculate Rule 3-
310(E).”  (Id. at *6.)  
 
In the prior proceedings, the attorneys gained insight into their then-client’s risk 
tolerance that they could exploit in this action.  “Knowledge of [defendant’s] tolerance 
for litigation, approach to patent litigation, as well as pressure points within its chain of 
command would enable counsel to here induce a favorable settlement.”  (Id. at *6.)  
Even if the firm representing plaintiff “performed a collective memory lobotomy, 
[defendant] would rightly fear adverse use of information it shared in confidence.”  (Id. 
at *6-7.) 
 
The Court rejected as unduly narrow plaintiff’s contention that disqualification was 
unwarranted because the prior proceedings in which they represented defendant 
involved “competitor-on-competitor” litigation whereas the current action involved a 
manufacturing giant-defendant against a one-man company with no employees, that 
makes no products, and whose only assets are the patents it holds and is trying to 
protect.  “The sad fact is that a former client in numerous cases finds itself being sued 
by its former lawyer on a substantially related matter.  The former client has every right 
to expect that professional standards will be honored regardless of whether the new 
lawsuit is brought on behalf of a competitor or not.”  (Id. at *7.) 
 
While acknowledging that the issue raised in the motion was novel, the Court did not 
consider it “a close call and [plaintiff’s counsel] should have known better than to sue 
its recent client on a matter so similar to those on which the client had recently opened 
its confidences to counsel.”  (Ibid.) 
 

9.1.11 Rule 3-310:  Avoiding Representation of Adverse Interests 
 

Case: Kelly v. Roker (N.D. Cal. 2012) 2012 WL 851558 
 

Issue: Late singer’s husband (“husband”) was sued by late singer’s estate, whose 
administrator also was his and late singer’s daughter, in the latest in a series of actions 
over a number of years concerning the rights to recordings and personal property of the 
late singer.  Did husband impliedly waive disqualification of estate’s counsel, based on 
counsel’s prior joint representation of husband and estate regarding interests in late 
singer’s music, where husband failed to seek disqualification when the issue of 
counsel’s potential conflict-of-interest was first raised years earlier by late singer’s 
husband’s attorney in a prior action, even though there is no record of husband’s 
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attorney having waived the conflict either orally in open court or in writing? 
 

Holding: Yes.  A former client’s right to disqualify opposing counsel may be waived by undue 
delay, even where there is a substantial relationship between the prior matter in which 
the moving party was represented by now-opposing counsel and the current matter.  
(2012 WL 851558, *3-4, discussing River West, Inc. v. Nickel (1987) 188 Cal.App.3d 
1297, 1309.)   
 
In a previous action years earlier over interests in late singer’s property rights, now-
estate’s counsel had sent husband and estate a letter acknowledging that the firm 
represented both husband and the estate and acknowledging that the firm may become 
privy to confidential information of both.  The letter added that, due to the access to 
confidential information, counsel could represent neither estate nor husband should 
litigation ensue between them.  (Id. at *1.)  Nonetheless, and even assuming the matters 
at issue in estate counsel’s prior joint representation of husband and estate were 
substantially related to the issues in the current proceeding, husband waived the conflict 
by not seeking disqualification in an earlier dispute when husband’s then-lawyer first 
raised the issue.   
 
Husband argued that there was no such waiver because he moved to disqualify 
plaintiff’s counsel soon after the estate filed the current action.  That took too narrow a 
view of the matter, said the Court.  “[T]his case is yet another strand in the web of 
litigation between the parties, which has been pending for years.  Although [husband] 
may wish to ignore those facts, the Court cannot.”  (Id. at *4.)  Husband offered no 
reason why he did not seek disqualification in one of the earlier proceedings.  “[G]iven 
the extensive litigation between the parties, the Court finds that [husband’s] failure to 
act on this issue, despite his knowledge of the purported conflict, for over five years 
amounts to an unreasonable delay.  (Citations.)   In addition, given the amount of work 
[estate’s counsel] has conducted in the related litigation and the fact that such work is 
likely to be relevant to this lawsuit, the Court finds that the Estate would be prejudiced” 
by granting the motion to disqualify.  (Id. at *5, citations omitted.)   
   

 
 
Important Update:  No case abstracted in the previous edition of Ethics Quarterly has been accepted 
for review or otherwise rendered uncitable.         
   
 
Disclaimer:  Counsel should read the full text of the cases discussed before relying on the necessarily limited 
discussion of them here.  Counsel also should be mindful that some of the Court of Appeal cases addressed may 
be subject to depublication or review by the California Supreme Court.  All cases should therefore be checked to 
confirm they are citable. 
 

  



COMMENTARY:  Law of the Letter:  Enforcing Fee-related Rights in 
Engagement Letters   

Daniel E. Eaton1 

 
Introduction 

Attorneys generally must have a written fee agreement with their 
clients.  (Bus. & Prof. Code § 6147 (contingency fee agreement) and § 6148 
(other fee agreement).)  The agreement must be signed by both the client 
and the attorney and the client must receive a duplicate of the agreement at 

the time it is entered.  Generally, the agreement takes the form of a jointly signed 
engagement or retainer letter.  In the context of a non-contingency arrangement, the 
engagement letter/ fee agreement at minimum must set forth:  (1) the basis for 
compensation; (2) the general nature of the services to be provided to the client; and (3) 
the responsibilities of the client and the attorney in the performance of the contract.  (Bus. 
& Prof. Code § 6148(a).)  Where a retainer agreement includes an attorney’s lien on a 
future recovery, the attorney must explain the lien fully to the client, offer fair and 
reasonable terms, provide a copy of the agreement to the client, give the client the 
opportunity to seek independent counsel, and secure the client’s informed written consent 
to the agreement.  (Fletcher v. Davis (2004) 33 Cal.4th 61, 71.)     

 
But what happens if an attorney fulfills his ethical and contractual obligations 

with respect to the engagement letter, but the client does not?  For example, does a 
client’s broad right to settle its matter with the other side allow the opposing party to 
induce the client to settle away a court-ordered fee award in the attorney’s favor that is 
the subject of an attorney’s lien?  And if a client prevails in mandatory non-binding fee 
arbitration, and the engagement letter requires final resolution of fee disputes by binding 
arbitration, may the client enforce the non-binding award if the attorney files a demand 
for arbitration with the dispute resolution firm instead of filing a superior court action to 
compel arbitration?  What legal principles apply to enforcing these aspects of an 
engagement letter? 

 
A. Little v. Amber Hotel Co.:  Enforcing Lien on Court-Ordered Fees 

In Little v. Amber Hotel Co. (2011) 202 Cal.App.4th 280 (EQ, 9.1.2), the Court of 
Appeal considered whether clients were obligated to respect a contractual lien on an 
attorney fee award made by the court.  In the engagement agreement, the clients, two 
brothers and businesses they controlled (“Martini parties”), agreed to an attorney’s lien 
on any court-ordered fees as payment for certain deferred fees. Attorney discharged his 
ethical duty to advise clients to seek independent counsel with respect to the lien 
provisions before signing the retainer agreement.  (Id. at 286.)  The clients prevailed in 
the underlying action brought by a hotel brokerage company alleging unpaid 
commissions.  The court awarded the clients contractual attorney fees. 

                                                           
1 Daniel E. Eaton, the Editor-in-Chief of Ethics Quarterly, is a partner in the law firm of 
Seltzer Caplan McMahon Vitek, and a member and former Chairman of the San Diego County 
Bar Association’s Legal Ethics Committee.  The views expressed here are his own. 
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When clients’ attorney learned that Frank Martini, one of the brothers, was 
negotiating with the opposing party to settle the action, attorney served notice of the lien 
on opposing party’s counsel.  Soon thereafter, Mr. Martini, on behalf of himself and 
Martini parties, and opposing party agreed to settle the action:  opposing party agreed to 
dismiss its appeal of the judgment and pay Martini parties $100,000 “in a quiet way,” 
meaning the payment could not be disclosed to anyone, in exchange for Martini parties 
not pursuing a malicious prosecution action against the hotel brokerage company.  (Id. at 
288.)  Opposing party told Mr. Martini that the settlement did not concern the attorney 
fee award, but that opposing party would take care of it.  “As a result of these 
assurances,” Mr. Martini and the Martini parties “executed the acknowledgments of 
satisfaction of judgment.”  (Ibid.)  At the direction of the president of the hotel brokerage 
company, client “made a nighttime drive to Malibu” where the president of the hotel 
brokerage company “gave him $100,000 in cash.”  (Ibid.)  According to the complaint 
attorney later filed, to hide the settlement neither client nor opposing party served 
attorney with the acknowledgments of satisfaction of judgment.  (Id. at 286.)   

About a year later, attorney sued his former clients and the hotel brokerage 
company to enforce his lien, claiming that opposing party had intentionally induced client 
to breach the fee agreement through the settlement.  Attorney testified that his former 
clients were named in attorney’s suit only as a procedural matter as the breaching party, 
but attorney looked for payment of damages from opposing party alone since attorney 
asserted clients would not have breached the retainer agreement without the false 
statements of opposing party in inducing the settlement.  (Id. at 300.)  Nonetheless 
because of attorney’s suit and because of a new relationship with other counsel, Mr. 
Martini declined to retain attorney thereafter, ending a decade-plus relationship “even 
though he had no hard feelings toward his former counsel.”  (Id. at 288.)  Attorney 
consequently sought to hold opposing party responsible for 12 years of lost future profits 
from fees as well.  A jury ruled in attorney’s favor on both counts against the hotel 
brokerage company, though reducing the amount of lost future profits from the clients.  
Judgment was entered accordingly and the hotel brokerage company appealed. 

The Court of Appeal affirmed.  The Court confronted the question of first 
impression of whether clients had breached their duty to attorney by settling the action in 
a way that forfeited their right to execute on the fee award.  The Court held that clients 
did.  “[T]he fee award had been made, but was not beyond appeal when the parties tried 
to complete the settlement; the clients obtained funds that they could have used to begin 
discharging their contractual duties under the lien, but they did not do so in order to 
effectuate the settlement; and the settlement itself effectively denied the attorney any 
recovery under the fee award without vacating or disturbing the award.”  (Id. at 295-296.) 

What about the clients’ right to settle their action without undue interference from 
the attorney?  Didn’t the lien effectively give the attorney an unenforceable veto over that 
settlement right?  Not quite, said the Court of Appeal.  First of all, a client’s right to settle 
is not unqualified; “fee agreements containing reasonable limitations on the client’s 
authority to settle an action are enforceable.”  (Id. at 296, citing Ramirez v. Sturdevant 
(1994) 21 Cal.App.4th 904, 918.)  The lien set forth in the fee agreement in this case did 
not transfer control of settlement from the clients to the attorney.  “[R]ather, it obligated 
the [client-]parties to honor their contractual duties to [attorney] concerning his lien right 
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to ‘any attorney[] fee award made by the court,’ regardless of how they chose to settle the 
action.”  (202 Cal.App.4th at 297, quoting fee agreement, footnote omitted.) 

The Court of Appeal also affirmed attorney’s recovery against the hotel brokerage 
company of lost profits attorney would never earn from its longstanding client because of 
the disruption in the attorney client relationship assertedly caused by the company’s 
misconduct.  Attorney was not required to show “an ongoing foundational agreement” 
with client to be entitled to lost profits.  (Id. at 303.)  “[W]hen a tort disturbs an 
established business engaged in sales, the business may recover lost profits from 
prospective sales.”  (Id. at 304, emphasis in the original, citation omitted.)  Analogously, 
the Court concluded that attorney was entitled to “recover lost profits from prospective 
sales of his services to” clients in this case upon showing a causal link to hotel brokerage 
company’s misconduct.  (Ibid.)  Attorney made that showing with Mr. Martini’s 
testimony that he had no intention of using attorney in the future because attorney sued 
him and because he had a hired a new law firm and did not wish to disturb the 
relationship.  (Ibid.) 

The path attorney took to enforce his rights under the retainer agreement was 
unconventional, though extremely effective.  While the clients breached the contractual 
obligations, the opposing party ultimately was the one who paid.  The opposing party was 
even made to pay for business the attorney lost because opposing party’s conduct 
necessitated a lawsuit against clients to enforce the lien; clients don’t like their attorneys 
to sue them.  The unique factual setting of this case provides a cautionary tale to clients 
as well as opposing parties tempted to suggest that adverse parties go on “nighttime 
drive[s]” to pick up cash as part of a settlement geared to extinguishing an attorney fee 
lien. 

 

B. Greenberg Glusker Fields Claman & Machtinger LLP v. Rosenson:  Enforcing 
the Right to Arbitrate Fee Disputes 

When a client elects to engage in non-binding fee arbitration under the Mandatory 
Fee Arbitration Act, a party dissatisfied with the outcome may file a de novo challenge. 
(Bus. & Prof. Code § 6204(a).)  “If no action is pending, the trial after arbitration shall be 
initiated by the commencement of an action in the court having jurisdiction over the 
amount in controversy within 30 days after service of notice of the award.”  (Bus. & Prof. 
Code § 6204(c).)     

“Trial is not the only form of litigation available after MFAA arbitration.  A 
written agreement to participate in binding arbitration after completion of the MFAA 
arbitration process is enforceable.”  (Greenberg Glusker Fields Claman & Machtinger 
LLP v. Rosenson (2012) 203 Cal.App.4th 688, 693, (EQ, 9.1.8), discussing Schatz v. 
Allen Matkins Leck Gamble & Mallory LLP (2009) 45 Cal.4th 557, 571.) 

May a law firm enforce its right to post-MFAA binding arbitration in its written 
engagement agreement by bypassing the superior court and filing only a demand for 
arbitration with the alternative dispute resolution provider identified in the retainer 
agreement?  Put differently, is a client entitled to confirmation of a non-binding MFAA 
award in his favor if the law firm does not file a motion in court within 30 days of notice 
of the award seeking to compel binding arbitration? 
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The Court of Appeal held that the law firm in this case properly enforced its 
contractual right to post-MFAA binding arbitration “in the traditional way, with a 
[timely] demand for arbitration.”  (203 Cal.App.4th at 695.)  Nothing more was required 
to keep the non-binding MFAA award from becoming final.  The Court pointed out that 
the law firm could not have moved to compel arbitration, since “settled California law 
prohibit[s] an action to compel arbitration until the opposing side has refused to 
arbitrate.”  (Id. at 694.).  The client in this case had not refused to arbitrate.  (Ibid.)  It 
would be unreasonable, said the Court of Appeal, to require the law firm to file such a 
meritless court action to preserve its contractual right to arbitrate. 

Conclusion 

To be enforceable, fee agreements must satisfy various ethical requirements.  The 
cases discussed in this essay show that the law gives an attorney facing a client resistant 
to the terms of an agreement that satisfies those ethical requirements options that are both 
unconventional and traditional to enforce his rights under a proper engagement letter.                  

 

 
  


