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A Message from the Chair

Dear Colleague,

The term of a Section
Chair passes very quickly
but the passage of time
does not dull the efforts of
the Section to benefit its
members.

In July the Section was
one of the sponsors of an
evening boat trip around
New York City’s harbor.
This event, the inspiration of President Bernice Leber,
was a serious venture to bring together potential new
members of the Bar Association with representatives
of the sponsoring Sections to explain their activities,
answer any questions and seek new members. In
addition to fine weather and views of the New York
skyline, our participating Section members were able
to talk at length with many younger lawyers and law
students to understand their needs, concerns and

expectations when considering whether to join the
Association or any of its Sections. The evening was
successful, netted us many new members, and we will
certainly participate in similar events in the future.

One of the concerns expressed at the boat trip
and similar activities is the desire of younger lawyers
to network with more experienced lawyers who can
advise them on career opportunities and help them
recognize the challenges of developing a practice or
moving into new practice areas. That situation exists
for lawyers in large firms as well as small firm and solo
practitioners and raises a challenge and opportunity
for the General Practice Section.

Unlike most substantive law Sections, our mem-
bers practice in nearly every field of the law and many
have expertise in multiple areas. This circumstance
affords the Section a real opportunity for our experi-
enced members to share their knowledge and advice
with less seasoned practitioners in the field or the local
area. Our challenge is bringing the parties together.
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In a state as large and diverse as New York it is
not always possible, even in good economic times,
for lawyers to travel long distances to attend Sec-
tion events and meet with their peers. We have been
meeting the challenge primarily through our listserve,
which affords any Section member an opportunity to
post an inquiry about a discrete matter of substantive
or procedural law and receive advice from members
more experienced in the field. The benefits thus gener-
ated flow not merely to the immediate parties but also
to the entire membership in alerting them to matters of
concern in areas outside their own. Additionally mem-
bers use the listserve to discuss technology, Web sites
and useful products in their practice. The increased use
of the listserve each year is proof of its value.

The Section is working to overcome the distance
problem by creating opportunities for members to

meet fellow practitioners in their local judicial districts
and discuss local issues of mutual concern. We are also
examining other methods of assisting our members, in-
cluding the possibility of establishing mentoring panels
in different practice areas in each district to accommo-
date the differences in local procedures throughout the
state.

Although the term of the Chair may be short, the
efforts of the Section to facilitate and improve the pro-
fessional and personal satisfaction of its members are
ongoing and will continue unabated.

Sincerely,
Paul J. O’Neill, Jr.

A Pro Bono Opportunities Guide For Lawyers in
New York State

You can find the Opportunities Guide on the Pro Bono
Net Web site at www.probono.net/NY/volunteer,

Online!

Looking to volunteer? This easy-to-

use guide will help you find the right
opportunity. You can search by county, by
subject area, and by population served. A
collaborative project of the Association of

‘ the Bar of the City of New York Fund, New
York State Bar Association, Pro Bono Net,
and Volunteers of Legal Service.

probono.net

through the New York State Bar Association Web site
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of the Bar of the City of New York Web site at
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From the Editor

Dear Colleague,

As editor, I wish to thank
all those who contribute to
the General Practice Section
and our newsletter.

At the moment, our
industry has changed
dramatically and the cur-
rent economic climate is in
a severe downturn. Federal
Regulation, new legislation
and how we do business,
day-to-day, have affected all
of us. As we move into a new
year, it is vital for attorneys to stay apprised of these
changes and to remain fully informed.

The General Practice Section offers those who
specialize, and those who do not, the resources needed

to gain insight and to further our professional practice.
Responding to these types of emerging situations has
become much more complex in our industry. Through
our publications and activities, we are able to address
some of the unique situations and challenges presented
in our unstable climate and touch upon a wide array of
specialties, some of which you may be involved in.

Our Section’s Web site is continuously updated
with current information and should be utilized as a
valuable resource for those both in private practice and
corporate law. If you are not currently a member of our
Section, we welcome you to join.

As we move into 2009, and what we believe will be
a year of uncharted waters, I wish all of you continued
success in your practice.

Sincerely,
Martin Minkowitz

of practicing law.

Catch Us on the Web at
WWW.NYSBA.ORG/GP ,x%37

The General Practice Section invites you to browse our Web page for in-
formation to help you manage your daily practice of law. One of our primary
goals is to enhance the competence and skills of lawyers engaged in the gen-
eral practice of law, to improve their ability to deliver the most efficient and
highest quality legal services to their clients and to enhance the role of gener-
al practitioners to provide a medium through which general practitioners may
cooperate and assist each other in the resolution of the problems and issues

Visit our site at www.nysba.org/gp to find out more about: Upcoming
Events; Publications and Forms; Articles and Resources; CLE and much more.

P/ I\
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Seagate Changes the Equation:
Federal Circuit Creates New Test for Proving Willful
Infringement and Preserves the Attorney-Client

Privilege

By Brian Ferguson

1. Introduction

In a landmark decision, a unanimous Federal Cir-
cuit, sitting en banc, established a new, more stringent
standard for proving willful patent infringement and
reaffirmed the sanctity of the attorney-client privilege
in our adversarial system of justice. The case, I re
Seagate Technology LLC,' will have a profound effect on
future patent litigation, as a finding of willful infringe-
ment often leads to an award of enhanced monetary
damages to the patentee under 35 U.S.C. § 284. The
decision also provides much-needed clarity concern-
ing the scope of waiver of the attorney-client privilege
when a patent infringement defendant asserts the “ad-
vice of counsel” defense to a charge of willful patent
infringement.

“. .. In re Seagate Technology LLC

will have a profound effect on future
patent litigation, as a finding of willful
infringement often leads to an award
of enhanced monetary damages to the
patentee under 35 U.S.C. § 284.”

Il.  Willful Infringement and the Advice of
Counsel Defense

Patent infringement is a form of strict liability
tort; a defendant may be found liable for patent in-
fringement regardless of his or her motive or intent.?
However, the nature of a defendant’s actions may be
relevant to the question of willful infringement.? In the
absence of any statute defining what constitutes willful
infringement, the courts historically equated willful
infringement with bad faith or wanton and malicious
conduct.* As noted, a finding of willful infringement
is significant because it opens the door to the possibil-
ity of the patentee being awarded enhanced damages
pursuant to 35 U.S.C. § 284.> While the statute is silent
as to what justifies an award of enhanced damages,
the Federal Circuit has long held that an award of
enhanced damages generally requires a showing of
willful infringement.®

Prior to the formation of the Federal Circuit, a
“widespread disregard of patent rights was undermin-

ing the national innovation incentive.”” This wide-
spread disregard was contrary to the Constitution,
which empowered Congress to “promote the progress
of science and useful arts, by securing for limited times
to authors and inventors the exclusive right to their
respective writings and discoveries.”® The judicial
system’s inability or refusal to enforce patent rights
was seen as a disincentive to scientists to continue to
innovate, as unscrupulous infringers were allowed

to take the fruits of the inventors” labor without any
adverse consequences.” This was the legal landscape of
patent law when the Federal Circuit came into being on
October 1, 1982.10

One of the Federal Circuit’s purposes was to “pro-
mote greater uniformity” in the area of patent law.!!
One of its early efforts in this regard was the Underwa-
ter Devices case.'? In that case, the court was confronted
with a fact pattern typical of the time: A competitor of
the patentee was essentially told by its attorney that it
should not be overly concerned about its competitor’s
patent rights because “courts, in recent years, have—in
patent infringement cases—found [asserted patents]
invalid in approximately 80% of the cases.”!® The at-
torney thus concluded that it was unlikely his client
would ever be sued for patent infringement.!4

The Federal Circuit did not approve of such “will-
ful disregard” for the patent rights of others.! It thus
established the modern test for determining willful in-
fringement: “where . . . a potential infringer has actual
notice of another’s patent rights, he has an affirmative
duty to exercise due care to determine whether or not
he is infringing.”1® This “duty of due care standard”
reflected the fact that “patent property should receive
the same respect that the law imposes on all property.
Industrial innovation would falter without the order
that patent property contributes to the complexities of
investment in technologic R&D and commercialization
in a competitive marketplace.”!”

As expressed in Underwater Devices, the duty of
due care included “the duty to seek and obtain com-
petent legal advice from counsel before the initiation
of any possible infringing activity.”!® This resulted in
the “advice of counsel defense” to a charge of willful
infringement. “Under this defense, an accused will-
ful infringer aims to establish that due to reasonable
reliance on advice from counsel, its continued accused
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activities were done in good faith. Typically, counsel’s
opinion concluded that the patent is invalid, unenforce-
able, and/or not infringed.”"?

As implemented, the duty of due care standard
effectively resulted in a de facto requirement that a
defendant accused of willful infringement produce an
opinion of counsel in defense to the claim.?’ This was
especially the case prior to 2004, when the law imposed
an “adverse inference” on defendants who failed to
produce an opinion of counsel in defense to a willful-
ness charge: “[A defendant’s] silence on the subject, in
alleged reliance on the attorney-client privilege, would
warrant the conclusion that it either obtained no advice
of counsel or did so and was advised that its [activities]
would be an infringement of valid U.S. patents.”?!

In the face of the duty of due care standard and the
adverse inference, patent defendants routinely ob-
tained, and then produced during litigation, opinions
of counsel as part of the advice of counsel defense to
a willful infringement claim.?? This practice resulted
in numerous complications for courts and defendants
alike. First, reliance on an advice of counsel defense
results in waiver of the attorney-client privilege. This
was a serious concern, as “the attorney-client privi-
lege rests at the center of our adversary system and
promotes ‘broader public interests in the observance
of law and administration of justice” and ‘encourages
full and frank communication between attorneys and
their clients.””?3 Given the importance of the attorney-
client privilege to the effective administration of the
adversarial system, it is little wonder the courts would
interpret the scope of any waiver narrowly.?* In 1991,
the Federal Circuit recognized the tension between
the duty of due care standard and the importance of
the attorney-client privilege: “[P]roper resolution of
the dilemma of an accused infringer who must choose
between the lawful assertion of the attorney-client
privilege and avoidance of a willfulness finding if in-
fringement is found, is of great importance not only to
the parties but to the fundamental values sought to be
preserved by the attorney-client privilege.”? Waiving
the attorney-client privilege in the hope of insulating a
defendant from a finding of willful infringement allows
the patentee insights into possible weaknesses in the
defendant’s case concerning the underlying issues on
the merits: infringement and validity.?

Second, the question of whether a defendant would
rely on the advice of counsel defense, and the associ-
ated questions regarding the scope of any resulting
waiver of privilege, resulted in the courts and parties
having to engage in extensive and expensive satellite
litigation before the actual trial on questions of invalid-
ity and infringement. This was eloquently explained by
then—district court judge Roderick McKelvie in 1995:

[TThese decisions [Underwater Devices
et al.] have changed how patent cases
are litigated. The current convention in
patent litigation strategy is as follows:
the patent owner opens with a claim
for willful infringement; the alleged
infringer answers by denying willful
infringement and asserts good faith
reliance on advice of counsel as an
affirmative defense; then the owner
serves contention interrogatories and
document requests seeking the fac-
tual basis for that good faith reliance
defense and the production of docu-
ments relating to counsel’s opinion; the
alleged infringer responds by seeking
to defer responses and a decision on
disclosure of the opinion; the owner
counters by moving to compel; and
the alleged infringer moves to stay
discovery and for separate trials. In
this case, the parties have played out
their moves. Now it is the court’s turn
to join in.?

Judge McKelvie further recognized the potential
prejudice a defendant faced by having to make the de-
cision whether to assert the advice of counsel defense
to a charge of willfulness before the patentee had estab-
lished liability on the underlying merits; nonetheless,
the Federal Circuit’s precedent left no other option.?

Third, another unappealing result of the applica-
tion of the duty of due care standard was the rise of
so-called “window-dressing” opinions. Companies
obtained such opinions not for the purpose of making
informed business decisions but solely for protection
from a willful infringement claim in any litigation con-
cerning the patents in question.?’ This unnecessarily
added to the already expensive cost of patent litigation.

But perhaps the most alarming consequence of the
duty of due care standard was that it had facilitated
“opportunities for abusive gamesmanship” by certain
patentees.’’ In many instances, patent holders would
send a copy of the patent in question to large numbers
of potential defendants and demand the companies
buy a license to the patent without providing any anal-
ysis or other rationale. This resulting “knowledge” of
the patentee’s rights, satisfying the notice requirement,
exposed the recipients to an increased threat of willful
infringement under the duty of due care standard, even
when the companies were provided no real basis for
believing they were infringing the patent in question.
Many companies viewed the risk of trebled damages
in a later litigation to be unacceptable and would agree
to pay the patentee for a license that they arguably did
not need.
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This unintended result of the duty of due care stan-
dard was brought to the forefront in 2003, when the
Federal Trade Commission (FTC) reported that compa-
nies were wary of investigating what patents existed
in their industries for fear of later being charged with
willfully infringing those patents.?! The FTC concluded
that this fear stifled, rather than encouraged, innova-
tion.>2 Thus, the threat to innovation—the underlying
goal of the patent system—had come full circle since
the Department of Commerce’s 1979 report cited by the
Federal Circuit in Knorre-Bremse.>

The Federal Circuit took its first major step toward
reversing the impact of the duty of due care standard
with the 2004 en banc decision in Knorre-Bremse. There,
the court recognized that the adverse inference im-
posed “inappropriate burdens on the attorney-client
relationship”3* and held that maintaining the attorney-
client privilege for opinions of counsel would not give
rise to an adverse inference.?® The court also stated that
an accused infringer’s failure to obtain legal advice
would likewise not give rise to an adverse inference.
However, with the duty of due care standard still
requiring “the duty to seek and obtain competent legal
advice from counsel,”? few companies felt comfortable
forgoing obtaining opinions of counsel. Thus, issues
regarding the timing of the production of opinions,
and the attendant scope of the attorney-client privilege
waiver, remained.

36

In addition, the district courts continued to strug-
gle with the question of the scope of the waiver. While
it had long been the rule that if a defendant chose to
rely on the advice of counsel in defense to a willfulness
claim, the associated waiver would extend to all com-
munications with counsel who provided such advice?
it was far from clear whether the waiver should extend
to communications on the same subject matter with
other attorneys, particularly those with defendants’
trial counsel. District courts reached varying results
in addressing this question. Some extended waiver to
communications with trial counsel; others declined
to do so; and still others looked for a middle-ground
approach.®

8

Further confusing the matter was the Federal
Circuit’s 2006 EchoStar decision.*? There, the court af-
firmed a lower court’s holding that there should be no
distinction between in-house counsel who provides
advice concerning patents and outside counsel; the
waiver rules were the same.*! The court also stated the
following:

[O]nce a party announces that it will
rely on advice of counsel, for example,
in response to an assertion of willful
infringement, the attorney-client privi-
lege is waived. “The widely applied
standard for determining the scope of

the waiver of attorney-client privilege
is that the waiver applies to all other
communications relating to the same
subject matter.”42

While EchoStar did not concern trial counsel, the above
language nevertheless resulted in some district courts
extending the scope of the waiver to communications
with trial counsel.*® With the district courts issuing
widely varying answers to this question concerning the
scope of the waiver, the patent bar was badly in need of
guidance from the Federal Circuit.*

lll. Seagate

In July 2000, Seagate Technology LLC (“Seagate”)*
was sued for patent infringement in the Southern
District of New York. Prior to the lawsuit, Seagate had
retained opinion counsel to provide advice regard-
ing the patents in question. Seagate also retained trial
counsel, and Seagate’s opinion and trial counsel were
kept separate and distinct at all times.*®

With the case progressing in the pre-Knorre-Bremse
era, Seagate chose to rely on the advice of counsel
defense to the patentee’s claim of willful infringe-
ment. Seagate produced the noninfringement opinions
from its opinion counsel, and depositions of Seagate’s
decision-makers and opinion counsel were taken. The
patentee thereafter moved to compel discovery of all
communications and work product of Seagate’s other
counsel, including trial counsel. In May 2004, a mag-
istrate judge agreed with the patentee that Seagate’s
waiver extended to communications with trial coun-
sel.” Seagate filed objections with the district court,
which were denied by the district court in July 2006.
After Seagate unsuccessfully requested that the district
court certify its discovery orders for interlocutory ap-
peal under 28 U.S.C. § 1292(b), Seagate filed a petition
for a writ of mandamus with the Federal Circuit on
September 29, 2006. On the same day, the Federal Cir-
cuit stayed the district court’s discovery orders while it
considered the merits of Seagate’s petition.

On January 26, 2007, the Federal Circuit issued an
order sua sponte to hear Seagate’s petition en banc.*® As
part of that order, the court asked the parties to address
the following three questions:

1. Should a party’s assertion of the advice of
counsel defense to willful infringement extend
waiver of the attorney-client privilege to com-
munications with that party’s trial counsel? See
In re EchoStar Commc’n Corp., 448 F.3d 1294 (Fed.
Cir. 2006).

2. What is the effect of any such waiver on work-
product immunity?

3. Given the impact of the statutory duty of due
care standard announced in Underwater Devices,
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Inc. v. Morrison-Knudsen Co., 717 E.2d 1380 (Fed.
Cir. 1983), on the issue of waiver of attorney-
client privilege, should this court reconsider the
decision in Underwater Devices and the duty of
care standard itself?

The parties thereafter briefed the three issues, and
the Federal Circuit heard oral argument on June 7,
2007. On August 20, 2007, the court handed down its
unanimous ruling.

A. The Federal Circuit's Seagate Decision

1. A New Standard for Proving Willful
Infringement

The court first addressed the question concerning
the duty of due care standard. The court noted that the
term “willful” is not unique to patent law but has a
well-established meaning in the civil context.*’ Citing
to decisions in the copyright infringement realm, the
court pointed out that a finding of willful copyright
infringement requires reckless behavior.® The court
also relied on a recent Supreme Court case address-
ing willful violations of the Fair Credit Reporting Act,
where the Court held that the “standard civil usage” of
“willful” required “reckless behavior.”5!

The duty of due care standard, in contrast, did not
require such reckless behavior. Rather, it “sets a lower
threshold for willful infringement that is more akin
to negligence. This standard fails to comport with the
general understanding of willfulness in the civil con-
text.”52 Therefore, the court concluded that the current
duty of due care standard would allow for punitive
damages to be assessed for merely negligent acts, in a
manner inconsistent with Supreme Court precedent:

Accordingly, we overrule the standard
set out in Underwater Devices and hold
that proof of willful infringement
permitting enhanced damages requires
at least a showing of objective reckless-
ness. Because we abandon the duty

of due care, we also reemphasize that
there is no affirmative obligation to
obtain opinion of counsel.”

The court also set forth a new, two-part test for de-
termining whether willful infringement had occurred.
First, a patentee must show by clear and convincing
evidence that the infringer acted despite an objectively
high likelihood that its actions constituted infringe-
ment of a valid patent.>* Of particular note, “the state
of mind of the accused infringer is not relevant to this
objective inquiry.”>

Second, if the threshold objective standard is met,
the patentee also must demonstrate that this objectively
defined risk (determined by the record developed in
the infringement proceeding) was either known or so

obvious that it should have been known to the accused
infringer.”® In other words, not only must the patentee
show that the defendant was objectively reckless in its
conduct, it must also show that the defendant either
knew it was acting recklessly or clearly should have
known its actions were reckless.

2. Waiver Does Not Extend to Communications
with Trial Counsel

Turning to the question of the scope of any associ-
ated waiver of the attorney-client privilege, the court
found persuasive Seagate’s argument that opinion
counsel and trial counsel perform significantly different
functions:

Whereas opinion counsel serves to
provide an objective assessment for
making informed business decisions,
trial counsel focuses on litigation strat-
egy and evaluates the most successful
manner of presenting a case to a judi-
cial decision maker. And trial counsel
is engaged in an adversarial process.
... Therefore, fairness counsels against
disclosing trial counsel’s communica-
tions on an entire subject matter in
response to an accused infringer’s reli-
ance on opinion counsel’s opinion to
refute a willfulness allegation.””

The court also reaffirmed the importance of main-
taining the confidentiality of trial counsel’s thought
process, stating that the “demands of our adversarial
system of justice will far outweigh any benefits of
extending waiver to trial counsel.”%® The court thus
held, as general proposition, that “asserting the advice
of counsel defense and disclosing opinions of opinion
counsel do not constitute waiver of the attorney-client
privilege for communications with trial counsel.”*

3. Waiver Does Not Extend to Trial Counsel’s
Work Product

For similar reasons, the court held that “relying
on opinion counsel’s work product does not waive
work-product immunity with respect to trial coun-
sel.”®0 While the court distinguished between “tangible
work product,” which is addressed in Fed. R. Civ. P.
26(b)(3),°! and “non-tangible work product,” wherein
courts continue to apply the Supreme Court’s Hick-
man v. Taylor decision, its decision was the same for
both. The court noted that the distinction was relevant
because the patentee in theSeagate case sought to
depose Seagate’s trial counsel:“[W]e agree that work
product protection remains available to ‘nontangible’
work product under Hickman. Otherwise, attorneys’
files would be protected from discovery, but attorneys
themselves would have no work product objection to
depositions.”®?
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The court thus granted Seagate’s petition and
remanded to the district court in order to reconsider its
discovery orders in light of its opinion.®?

IV. The Federal Circuit’s Holdings Were Correct

The Federal Circuit’s decision was welcome and
needed. With respect to the standard for proving will-
fulness, Judge Dyk pointed out in his concurring and
dissenting opinion in Knorr-Bremse that the duty of due
care standard neither conformed to other areas of the
law that defined “willful” behavior® nor was it of any
recent benefit to the patent system.® The court’s new
“objectively reckless” standard brings this area of the
patent law in line with Supreme Court precedent and
places the burden of proving willful infringement back
on the patentee. As to the first point, as the court stated,
the Supreme Court defines willful conduct in the con-
text of its “standard civil usage,” i.e., reckless behavior
and/or reckless disregard of the law. Second, since the
Underwater Devices decision, a de facto requirement that
a defendant obtain an opinion of counsel once it had
notice of a patent effectively turned the patentee’s burden
of proving willful infringement into a presumption of
willfulness that required rebuttal by defendants. By
restoring the burden to prove willful infringement on
the patentee and clarifying that there is “no affirma-
tive obligation” to obtain an opinion of counsel, the
court’s decision brings the focus in patent cases back to
the underlying merits—infringement and validity—as
opposed to the willfulness/attorney-client privilege
waiver sideshow into which too many cases devolve.
Further, the decision motivates organizations involved
in research and development to more freely explore
technological advances, with the resulting benefit being
increased innovation and product development.

As to the scope-of-waiver issues, the court bal-
anced the patentee’s need for trial counsel’s commu-
nications with the defendant’s right to full and frank
advice from its attorneys and correctly concluded the
latter far outweighed the former. Prior to the Seagate
decision, the uncertainty surrounding the scope of the
waiver left accused infringers with a Hobson’s choice
between relying on the advice of counsel defense to a
charge of willful infringement and losing the right to
communicate openly with trial counsel. In many cases
where the district court extended waiver to trial coun-
sel, the defendant’s litigation strategy was exposed to
its adversary. In such cases, merely alleging willfulness
would have ensured the patentee access to strategic
communications between trial counsel and its client
with respect to the ultimate issues in the case: infringe-
ment, invalidity, and unenforceability. This turned the
question of willfulness of the infringement, rather than
infringement itself, into the paramount issue in the
case—a consequence the law never intended. Seagate
eliminates this dilemma and recognizes the different
roles played by opinion counsel and trial counsel in a

patent case. The court’s decision further instills confi-
dence in the patent bar by confirming the sanctity and
vital importance of the attorney-client privilege and the
work-product immunity doctrine.

V. Questions Not Answered by the
Seagate Decision

Seagate provides broad rules of law but leaves it to
future cases to develop the application of the new will-
fulness standard.® Provided below is a brief overview
of two questions that will undoubtedly arise in the
wake of the decision.

A. Are Opinions of Counsel a Thing of the Past?

The short answer is “no.” While the new willful-
ness standard undoubtedly makes it harder to prove
willful infringement, until the courts sort out exactly
what type of conduct is “objectively reckless,” it will
still be prudent, at least in certain situations, to obtain
opinions of counsel.

For example, contrast the situation where a paten-
tee sends a letter that explains in detail why the paten-
tee believes the target company needs a license, iden-
tifying specific products and including claim charts
and other analysis, with one where the patentee merely
sends a letter enclosing the patent with no in-depth
analysis. In the former, the courts may well determine
that it would be objectively reckless to ignore the pat-
ent in question. On the other hand, the patentee in the
second instance should not expect to prove the target
company was objectively reckless in a later litigation
merely for choosing to forgo the expense associated
with obtaining an opinion of counsel. A “wait and see”
approach in the latter case may well be a reasonable
one.

Another factor in determining whether to obtain an
opinion is when the accused infringer first learned of
the patent in question. Certainly, the court made it clear
that there is no need to obtain an opinion if the defen-
dant first learned of the patent upon being sued.®” The
court noted that in ordinary circumstances, willfulness
will depend on an infringer’s pre-litigation conduct;

a willfulness claim asserted in the original complaint
“must necessarily be grounded exclusively in the ac-
cused infringer’s pre-filing conduct.”® A defendant
who first learned of the patent upon being sued could
not have engaged in pre-suit willful infringement by
definition.® Thus, opinions obtained after litigation
commenced “will likely be of little significance.”””

Ultimately, we may well see the law develop to the
point where opinions of counsel are simply not rel-
evant in determining the issue of willful infringement.
After all, the point of opinions of counsel is to “provide
an objective assessment for making informed business
decisions,””! not to protect a company from a finding of
willful infringement. These business decisions typically
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include deciding whether a company should intro-
duce a new product to the marketplace or enter a new
market altogether. The real value provided by opinions
of counsel is in analyzing the risks associated with the
making of such decisions vis-a-vis the patent rights of
others; indeed, most prudent and conscientious com-
panies obtain opinions for this very purpose. These
companies should be allowed to rely on such standard
business practices to demonstrate their lack of objec-
tive recklessness in any future patent litigation without
requiring them to waive the attorney-client privilege as
to specific communications regarding specific patents.
Conversely, companies that have a “shoot first, ask
questions later” attitude should not be heard to com-
plain if their actions are later found to be objectively
reckless.

Ultimately, eliminating the use of opinions of coun-
sel in patent litigation would be a welcome develop-
ment. It would simplify the case for both the parties
and the court by removing the often complex issues
associated with determining the scope of any waiver. It
would also reduce the amount of discovery that would
take place. The net result would be a decrease in the
cost of patent litigation for everyone involved.

B. Can Opinion Counsel Also Be Trial Counsel?

The Seagate decision does not answer this question.
As explained above in Seagate, opinion counsel and
trial counsel were separate and distinct.”? This remains
the preferred course, as courts prior to Seagate, faced
with facts showing that trial counsel and opinion coun-
sel were the same, have held that the waiver extends
to all communications the client had with that counsel
concerning the subject matter of the opinions, regard-
less of whether they were in the context of discussing
the litigation.”

There are other concerns associated with having
opinion counsel also act as trial counsel. In most cases
where the client asserts the advice-of-counsel defense
at trial, the attorney who prepared the opinions will be
a witness in the case. But ethical rules governing the
conduct of attorneys, such as The Model Rules of Pro-
fessional Conduct, prevent an attorney from acting as
both an advocate and a witness in a case.” This results
in the likelihood that the attorney will be disqualified
from representing the client in the litigation. Accord-
ingly, the wiser choice for a company is to retain sepa-
rate opinion counsel and trial counsel.”

VI. The Seagate Decision: The Early
Returns Are In

Since the August 20, 2007 decision in Seagate, sev-
eral district courts have had the opportunity to consid-
er the new willfulness standard, and a sampling of the
early results demonstrates that the courts recognize the

new standard makes willfulness much more difficult to
prove.

In Lucent Tech. Inc. v. Gateway, Inc., Judge Marilyn
Huff in the Southern District of California granted the
defendants summary judgment of no willfulness. The
court noted that “close questions” of invalidity (includ-
ing evidence that the PTO granted a request to reexam-
ine the patent in suit), as well as the fact that the case
involved complex technology with competing expert
analyses, precluded any reasonable possibility that
the patentee would be able to show the defendants’
conduct was objectively reckless by clear and convinc-
ing evidence.”®

Similarly, in Franklin Electric v. Dover Corp.,”” Judge
John Shabaz granted the defendant summary judg-
ment of no willfulness, based on his earlier grant of a
summary judgment motion of noninfringement, even
though the Federal Circuit overturned that ruling on
appeal. According to the court, “given the substantial
support in the language of the patent, the specification
and prosecution history for defendants” non-infringe-
ment contention, plaintiff cannot meet its burden to
prove objective recklessness. . . .”78

In Broadcom Corp. v. Qualcomm Inc.,” Judge James
Selna granted Qualcomm a new trial on the issue of
willfulness based on a jury instruction “drawn from
a now-discredited line of authority.”8 The Court also
provisionally ordered a new trial on the question of
infringement because “where trial of an issue such
as willfulness is necessarily bound up with the basic
liability determination, a new trial on all issues should
be granted.”8!

In TGIP, Inc. v. AT&T Corp.,#2 Judge Ron Clark
granted AT&T’s motion for judgment as a matter of
law on the issue of willfulness following an adverse
jury verdict. This case was particularly significant
because the jury was instructed on the new willfulness
standard set forth in Seagate. As Judge Clark found, “[e]
ven though AT&T did not prove its invalidity defense
by clear and convincing evidence, its position was
hardly objectively unreasonable. . . . Even if the jury’s
finding of infringement is ultimately upheld, it was, at
best, a very close question.”%3

A similar result obtained in Trading Tech. Int’l, Inc.
v. eSpeed, Inc.3* There, Judge James Moran granted the
defendants” motion for judgment as a matter of law
that it did not willfully infringe plaintiff’s patent, even
though the jury so held. As in AT&T, the jury was in-
structed based on the new Seagate willfulness standard.
The district court found that “validity of plaintiff’s
patents has been hotly contested in this litigation.
... [TThose defenses were neither unreasonable nor
frivolous.”
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These cases demonstrate that district courts, not
juries, are more readily able to distinguish between
when a defendant’s conduct resulted in a violation of a
“duty of due care” versus conduct that is “objectively
reckless.” These cases also show that district courts will
not be reluctant to grant motions for summary judg-
ment on the issue of willfulness, thereby reducing the
complexity and cost of the case going forward. Accord-
ingly, defendants in patent cases going forward should
give serious consideration to filing a motion for sum-
mary judgment on the question of willfulness before
the issue reaches a jury.

“The Federal Circuit’s holdings

were welcome [in Seagate], as they
reconciled the standards for proving
willful patent infringement to other
areas of the law and upheld the
importance of the attorney-client
privilege and work-product immunity in
patent cases.”

Conclusion

The Seagate decision truly represents a “sea
change” in the law governing patent litigation. The
Federal Circuit’s holdings were welcome, as they
reconciled the standards for proving willful patent
infringement to other areas of the law and upheld the
importance of the attorney-client privilege and work-
product immunity in patent cases.
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Boards of Ethics: Public Disclosure?

By Robert J. Freeman

This is an interesting time
for government in New York,
and boards of ethics are being
called upon more frequently,
and in some instances, for the
first time in years, to review
matters involving the con-
duct of public officers and
employees. Often the activi-
ties of those boards will lead
to questions involving access
to their records under the
Freedom of Information Law
(FOIL)! and to their meetings under the Open Meetings
Law (OML).2

Section 806(1)(a) of the General Municipal Law
provides that the governing body of every county, city,
town, village, school district and fire district shall and
the governing body of any other municipality may
by local law, ordinance or resolution adopt a code of
ethics. Section 808(1) states that the governing body of
a county may establish a county board of ethics, and
subdivision (2) indicates that it “shall render advisory
opinions to officers and employees of municipalities
wholly or partly within the county. . . .” Subdivision
(3) authorizes any municipality other than a county to
establish a local board of ethics, which has the same
powers and duties with respect to that municipality as
the county board of ethics. In short, although thou-
sands of municipalities other than counties are required
to adopt codes of ethics, while many choose to do so,
they are not required to create ethics boards.

Ethics at the State Agency Level

Before considering the application of open govern-
ment laws, it is emphasized that the statutory guidance
concerning the Commission on Public Integrity—the
state agency that recently supplanted the State Ethics
Commission—is largely irrelevant. The Commission
functions in accordance with § 4 of the Executive Law.
Paragraph (a) of subdivision (17) of § 4 specifies that
the records of the Commission are not subject to FOIL,
and that only certain records listed in that provision are
accessible to the public; similarly, paragraph (b) states
that the meetings of the Commission are not subject to
the OML. There are no similar statutes that deal with
the records and meetings of municipal ethics boards.
Therefore, their records and meetings are subject to
FOIL and the OML respectively.

Boards of Ethics Under the Open Meetings Law

As indicated earlier, the General Municipal Law
states that a board of ethics renders advisory opinions,
and questions frequently arise concerning the status
of advisory bodies under the Open Meetings Law.
However, since boards of ethics are creations of and
carry out their functions based on statutory direction,
they clearly constitute “public bodies” required to
comply with the Open Meetings Law. A “meeting” is
a gathering of a majority of the members of a public
body, and every meeting must be preceded by notice
of the time and place given in accordance with § 104.
When a meeting is convened, the OML is based on a
presumption of openness: meetings must be conducted
and open to the public, except to the extent that an
executive session may be held. Section 102(3) defines
the phrase “executive session” to mean a portion of an
open meeting during which the public may be exclud-
ed, and § 105(1) prescribes a procedure that must be
accomplished during an open meeting before an execu-
tive session may be held. In brief, a motion to enter into
executive session must be made in public; the motion
must indicate the subject or subjects to be considered;
and the motion must be carried by a majority of the
total membership of the body. Most importantly, para-
graphs (a) through (h) specify and limit the grounds for
entry into executive session.

The most pertinent basis for conducting an execu-
tive session relative to the functions of boards of ethics
is also the most commonly cited, and perhaps the most
misunderstood. A term heard constantly as a basis
for entry into executive sessions is “personnel,” even
though it appears nowhere in the OML. To be sure,
some personnel-related issues may clearly be consid-
ered during an executive session. Nevertheless, oth-
ers cannot. Moreover, often the so-called “personnel”
exception has nothing to do with personnel matters.
That provision permits a public body to enter into an
executive session to discuss: “the medical, financial,
credit or employment history of a particular person or
corporation, or matters leading to the appointment,
employment, promotion, demotion, discipline, suspen-
sion, dismissal or removal of a particular person or cor-
poration. . . .” If, for example, the issue before a board
of ethics involves a policy concerning outside employ-
ment, the issue would be a personnel matter, but there
would be no basis for closing the doors. On the other
hand, when an issue involves a particular person in
conjunction with one or more of the subjects listed in
§ 105(1)(f), an executive session could appropriately be
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held. For instance, if the issue deals with the “financial
history” of a particular person or perhaps matters lead-
ing to the discipline of a particular person, § 105(1)(f)
may be cited for the purpose of entering into an execu-
tive session.

It is emphasized that a motion indicating the issue
to be discussed involving “personnel,” without more, is
inadequate, for it does not provide sufficient informa-
tion to enable the public to know whether the subject
matter is appropriate for consideration in executive
session. It has been advised and confirmed judicially
that a motion under § 105(1)(f) should include two ele-
ments: first, the inclusion of the key word “particular,”
so that the public can know the focus is on a specific
individual; and second, one of the qualifying terms
appearing in that provision. For example, a proper mo-
tion might be: “I move to enter into executive session
to discuss the financial history of a particular person.”
Although the identity of the subject of the discussion
need not be given, a motion of that nature demon-
strates a recognition of the scope of the exception and
the topic may properly be considered in executive
session.

The executive session is one of two vehicles that
potentially permits a public body to confer or meet in
private. The other involves “exemptions,” and § 108 of
the OML contains three. When an exemption applies,
the OML does not, and the requirements that would
operate with respect to executive sessions are not in
effect. Stated differently, to discuss a matter exempted
from the OML, a public body need not follow the pro-
cedure imposed by § 105(1) that relates to entry into an
executive session. Further, although executive sessions
may be held only for particular purposes, there is no
such limitation that relates to matters that are exempt
from the coverage of the OML.

Often relevant to the functions of boards of ethics
is § 108(3), which exempts from the OML: “any mat-
ter made confidential by federal or state law.” When
an attorney-client relationship has been invoked, it is
considered confidential under § 4503 of the Civil Prac-
tice Law and Rules. Therefore, if an attorney and client
establish a privileged relationship, the communications
made pursuant to that relationship would be confiden-
tial under state law and, therefore, exempt from the
OML.

In terms of background, it has long been held that
a municipal board may establish a privileged relation-
ship with its attorney.* However, such a relationship
is operable only when a municipal board or official
seeks the legal advice of an attorney acting in his or her
capacity as an attorney, and where there is no waiver of
the privilege by the client.

Insofar as a board of ethics seeks legal advice from
its attorney and the attorney renders legal advice, the
attorney-client privilege may validly be asserted and
communications made within the scope of the privilege
would be outside the coverage of the OML. Therefore,
even though there may be no basis for conducting
an executive session pursuant to § 105 of the OML, a
private discussion might validly be held based on the
proper assertion of the attorney-client privilege pursu-
ant to § 108, and legal advice may be requested even
though litigation or possible litigation is not an issue.
In that case, while the litigation exception for entry
into executive session® would not apply, there may be a
proper assertion of the attorney-client privilege.

Following a meeting, minutes must be prepared,
and § 106 provides what might be viewed as minimum
requirements pertaining to their contents, stating that:

1. Minutes shall be taken at all open
meetings of a public body which shall
consist of a record or summary of all
motions, proposals, resolutions and
any other matter formally voted upon
and the vote thereon.

2. Minutes shall be taken at executive
sessions of any action that is taken by
formal vote which shall consist of a
record or summary of the final deter-
mination of such action, and the date
and vote thereon; provided, however,
that such summary need not include
any matter which is not required to be
made public by the freedom of infor-
mation law as added by article six of
this chapter.

3. Minutes of meetings of all public
bodies shall be available to the public
in accordance with the provisions of
the freedom of information law within
two weeks from the date of such meet-
ings except that minutes taken pursu-
ant to subdivision two hereof shall be
available to the public within one week
from the date of the executive session.

In view of the foregoing, as a general rule a public body
may take action during a properly convened executive
session.® If action is taken during an executive session,
minutes reflective of the action, the date and the vote
must generally be recorded in minutes pursuant to

§ 106(2) of the OML. If no action is taken, there is no
requirement that minutes of the executive session be
prepared.

14
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Minutes of executive sessions need not include
information that may be withheld under FOIL, which
may be more significant in many ways than the OML.

FOIL

An initial key point regarding FOIL involves its
breadth, for it pertains to all government agency re-
cords and defines the term “record” in § 86(4) to mean:

any information kept, held, filed, pro-
duced, reproduced by, with or for an
agency or the state legislature, in any
physical form whatsoever including,
but not limited to, reports, statements,
examinations, memoranda, opinions,
folders, files, books, manuals, pam-
phlets, forms, papers, designs, draw-
ings, maps, photos, letters, microfilms,
computer tapes or discs, rules, regula-
tions or codes.

In consideration of the definition, information “in any
physical form” maintained by or for a municipality,
irrespective of its function, origin, or the means by
which it is stored or transmitted, constitutes a “record”
falling within the scope of FOIL.

Like the OML, FOIL is based on a presumption
of access, directing that all records of an agency are
available, except to the extent that records or portions
thereof fall within one or more grounds for denial ap-
pearing in § 87(2)(a) through (j) of FOIL.

In consideration of the functions and the kinds of
records likely maintained by or for boards of ethics, it
is likely that two of the grounds for denial are particu-
larly relevant.

Section 87(2)(b) authorizes an agency to withhold
records when disclosure would result in an unwarrant-
ed invasion of personal privacy. Although the standard
concerning privacy is flexible and may be subject to
conflicting interpretations, the courts have provided
substantial direction regarding the privacy of public
officers and employees. It is clear public employees
enjoy a lesser degree of privacy than others, for it has
been found in various contexts that they are required
to be more accountable than others. The courts have
found, as a general rule, that records that are relevant
to the performance of the duties of a public officer or
employee are available, for disclosure in such instances
would result in a permissible rather than an unwar-
ranted invasion of personal privacy.” Conversely, to the
extent that records are irrelevant to the performance of
one’s official duties, it has been found that disclosure
would indeed constitute an unwarranted invasion of
personal privacy.?

Several of the decisions referenced above dealt
with situations in which determinations indicating the
imposition of some sort of disciplinary action pertain-
ing to particular public employees were found to be
available.” However, when allegations or charges of
misconduct have not yet been determined or did not
result in disciplinary action, the records relating to such
allegations may be withheld, for disclosure would re-
sult in an unwarranted invasion of personal privacy.!’
Further, to the extent that charges are dismissed or
allegations are found to be without merit, they may be
withheld.

There may also be privacy considerations concern-
ing persons other than employees who may be subjects
of a board’s inquiries. For instance, the name of a com-
plainant or witness could be withheld in appropriate
circumstances as an unwarranted invasion of personal
privacy. Ordinarily, the identity of a complainant is
irrelevant to the board; what is relevant is whether
the complaint has merit. Moreover, if the identities
of complainants or whistleblowers are made known,
they are less likely to complain or blow the whistle.

In that event, the government would not learn what
it needs to know to carry out its duties effectively and
accountably.

The other provision of relevance, § 87(2)(g), states
that an agency may withhold records that:

are inter-agency or intra-agency mate-
rials which are not:

1. statistical or factual tabulations
or data;

ii. instructions to staff that affect
the public;

iii. final agency policy or determi-
nations; or

iv. external audits, including but
not limited to audits performed
by the comptroller and the federal
government. . .

The language quoted above contains what is in
effect a double negative. While inter-agency or intra-
agency materials may be withheld, portions of such
materials consisting of statistical or factual information,
instructions to staff that affect the public, final agency
policy or determinations or external audits must be
made available, unless a different ground for denial
could appropriately be asserted. Concurrently, those
portions of inter-agency or intra-agency materials that
are reflective of opinion, advice, recommendation and
the like may be withheld.
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Records prepared in conjunction with an inquiry
or investigation by a board of ethics would constitute
intra-agency materials. Insofar as they consist of opin-
ions, advice, conjecture, recommendations and the like,
they may be withheld. Factual information would be
available, except to the extent, under the circumstances,
that disclosure would result in an unwarranted inva-
sion of personal privacy.

Because a board of ethics provides advisory
opinions, which may be accepted, rejected or modified
by the person or entity making a final decision, those
opinions may be withheld under § 87(2)(g). If the deci-
sion maker specifies that it has adopted the recommen-
dation of the board as its own, the opinion has become
a final agency determination. When that determination
reflects a finding of misconduct or imposes a penalty, it
is accessible under subparagraph (iii) of § 87(2)(g).!!

An area of frequent controversy and requests
by the public and the news media involves financial
disclosure statements. One of the issues relates to a
former provision of the statute dealing with statements
filed with what had been the State Ethics Commission,
which indicated they were available for inspection, but
not for copying. Again, that provision pertained only
to that state agency; it never applied to a municipality.
Consequently, when financial disclosure statements are
prepared pursuant to a municipal ethics law, they are
subject to FOIL, which requires that agencies prepare
copies of records pursuant to § 89(3)(a) and authorizes
the assessment of fees for copying in accordance with
§ 87(1)(b)(iii). When a local law permitting only the
inspection of financial disclosure statements was chal-
lenged, it was held that FOIL applied and required the
agency to produce photocopies.!?

In terms of access to those statements, they are
typically available to the public, except those portions
indicating the value of an asset or liability of a public
officer or employee, or other portions which are dem-
onstrated to be irrelevant to the performance of that
person’s duties.

In short, although municipal boards of ethics are
required to comply with both FOIL and the OML, those
statutes generally offer those boards the flexibility and
the capacity to withhold records or to conduct their
meetings in private to enable them to carry out their
duties effectively.
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Virtual Legality: Copyright in Second Life

By Jonathan M. Purow

The Internet enables people from across the world
to interact as if they were standing next to each other.
This capacity initially manifested itself in the popularity
of online fantasy games, but in the past few years virtual
worlds like Second Life have seen their citizenry swell
into the millions. Unfortunately, technology also enables
citizens to steal the virtual creations of their fellow users,
implicating copyright rather than traditional property
rights.

This article will provide an introduction to the vir-
tual world Second Life, its economy, and creation. It will
give an in-depth analysis of how the Second Life pro-
gram works technologically. The article will also discuss
recent issues and copyright lawsuits based on actions
in Second Life and will discuss how Linden Labs has
attempted to resolve in-world disputes through enforce-
ment of various provisions in the Second Life Terms of
Service. Finally, this article will examine current case law
and precedents that are relevant for analysis of copy-
right disputes in Second Life.

Introduction to Second Life

Second Life is a “3D online, 3D digital world
imagined and created entirely by its Residents,” that
was started by the company Linden Labs.! In order to
interact in this virtual world, citizens of Second Life
create online representations of themselves known as
“avatars.” Second Life is not a game in that there are no
set goals, and the world is merely an environment in
which people interact. As of late January, Second Life
claimed over 12 million user accounts, and over $1 mil-
lion was exchanged on a daily basis.? Second Life has a
functioning in-world stock exchange, with a conversion
rate of approximately 240 Linden dollars (the currency
in Second Life) to U.S. dollars.

There are numerous signs that Second Life has
begun to infiltrate the collective consciousness. In 2006,
Reuters created a news division specifically to cover
events within the world.2 In addition, Judge Richard
Posner of the Seventh Circuit Court of Appeals conduct-
ed a question-and-answer session within the world.* In
the fall of 2007, Second Life was featured in episodes
of “The Office” and “CSLNY.” Perhaps the most telling
sign of Second Life’s legitimacy is that Congress has
even contemplated taxing in-world gains.®

Creation in Second Life

In Second Life, the users create most of the content
inside the game, such as buildings, landscapes and any
sort of product. Second Life provides users with a “3D
modeling tool” program that enables users to easily

create objects inside the game.® More advanced users
can create objects outside the world and then upload
them into Second Life. When a user creates an object in
Second Life, he gets to specify certain rights associated
with the object within the virtual world (analogous to
copyright), such as 1) the right to copy the object, 2) the
right to modify the object, and 3) the right to transfer
the object to another owner.” These copy restrictions are
attached to the object so any avatar that interacts with
it is put on notice of the rights associated with it. Users
can create objects that have a specific appearance online
called a “texture” (like a piece of clothing) that serve no
particular function outside of their appearance. They
can also create objects that employ a “script,” which
allows the object to display autonomous and functional
behavior (such as a door that opens automatically when
approached.)

The Technology of Second Life

The architecture of Second Life is similar to that of
a Massive Multiplayer Online Role Playing Game.® Two
separate programs are necessary to view Second Life
on a user’s computer— the “client” program and the
“server” program.

The client program operates on a user’s computer
to enable the person to view portions of Second Life.®
While the program is functioning it is stored in the
random access memory (“RAM”) of the user’s com-
puter. RAM is a computer’s temporary memory, and it
is deleted when a user stops using a program or turns
off the computer. The user inputs actions into the client
program, such as instructing the avatar to walk or fly.

The server program resides on Second Life servers
and dictates how multiple users interact within Second
Life. When a client modifies its avatar or inputs an ac-
tion into its client program, that command is communi-
cated to the server program, which processes the action
and then alerts all other users’ programs that are influ-
enced by the action (e.g., when one user tells his avatar
to walk and it collides with another user’s avatar.).1°
The Second Life server contains all of the data in Second
Life, including objects and avatars. Each object resides
on the Second Life server in a single location. The ob-
ject appears in different parts of the virtual world not
because there are multiple copies, but because there are
“addresses” that dictate to the server where to place the
object on the different individual user’s client program.
When a user views an object on its client program, a
copy of the texture of the object is stored in the RAM of
the user’s computer, but the scripts that dictate how that
object functions remain on the Second Life servers.
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Second Life Copyright Problems and Lawsuits

Recently, Second Life has been home to a number of
different copyright disputes. First, a software tool called
Copybot was modified so that it could copy the textures
of objects in Second Life (but not the scripts that give
objects functionality.)!! The threat of Copybot impacting
the in-world economy prompted several online mer-
chants to boycott Second Life.!?

A second means of copying items in Second Life is
through the manipulation of a “rollback.” A rollback is
when a server restores to a prior point in time to recover
from a system crash. For example, hackers can remove
an item like the SexGen bed from the Second Life simu-
lation seconds before inducing a server crash that causes
a rollback.™® The rollback re-creates a point in time prior
to the removal of the bed so it reproduces an entirely
new bed that can also be removed. Through this process
hackers can essentially duplicate any object in the game.
Relatively little is known about this method, as only
very advanced hackers can achieve it.

The first copyright infringement lawsuit arose last
year when successful Second Life adult business owner
Kevin Alderman sued the avatar “Volkov Catteneo”
(later identified as defendant Robert Leatherwood)
in Florida District Court for trademark and copyright
infringement in relation to his “SexGen Bed,” which
enables avatars to engage in virtual intercourse.!* Alder-
man sold the beds on a “no copy” basis in Second Life.
The complaint alleged that the defendant had infringed
on Alderman’s rights by “copying, displaying, distribut-
ing and selling copies” of the SexGen Beds, and it was
later discovered that the copying had occurred through
the manipulation of rollbacks.!® The lawsuit was even-
tually resolved when a default judgment was entered
against Leatherwood, who did not contest any of the
filings.1®

The case illustrated a separate but important issue
of Second Life—sometimes it is a task in and of itself
to determine the identity of the person underlying an
avatar. “Volkov Catteneo” boasted that he could not
be caught because he was not a “newbie” (online lingo
for an unsophisticated user). Alderman had to obtain a
subpoena to compel Second Life to turn over informa-
tion that enabled the identification of the avatar Volkov
Catteneo as Robert Leatherwood.!

More recently, six major Second Life content cre-
ators, including Alderman, sued Thomas Simon (a/k/a
“Rase Kenzo”) for copyright infringement in the Eastern
District of New York.!® Like Alderman, the other plain-
tiffs had applied for copyright registration, and asserted
the ownership of copyrights under 17 U.S.C. § 101. In an
unorthodox move, the plaintiffs posted screen shots de-
picting Simon’s unauthorized copying of their items on
Flickr as evidence for their complaint.!® The lawsuit was
resolved when a judgment by consent was filed with the

court.?? Simon agreed to: 1) pay damages totaling $525,
2) present his transactional records from Second Life
and PayPal to the plaintiffs” attorney and 3) inform the
plaintiffs of any other accounts he creates in Second Life
in the future. The judgment could possess some import
if the judge enters it as written, for it would stand as the
first recognition of virtual property in the U.S.%

Linden Labs Usage of Contract Law to Resolve
Copyright Issues

Linden Labs has attempted to resolve infringement
claims within the world through enforcement of cer-
tain provisions in the Terms of Service (to which every
occupant of Second Life must agree).?? The company
responded to Copybot by posting on its official blog that
any use of the software constituted a violation of Clause
4.2 of the Terms of Service agreement.?® It is worth not-
ing that Linden Labs is immune from lawsuits due to a
provision in the Terms of Service, although it would oth-
erwise presumably be able to qualify as an Internet Ser-
vice Provider under the Digital Millennium Copyright
Act’s (“DMCA”) safe harbor provisions. Linden Labs
has repeatedly revised the Terms of Service in response
to varying situations that have arisen within its world.?*
Unfortunately, the most severe penalty that Linden Labs
can mete out is a ban from Second Life.

The Terms of Service contain various clauses that
can be interpreted to address the problem of copying
within the virtual world. These include Clause 4.1,
which states:

You agree to abide by certain rules of
conduct, including the Community
Standards and other rules prohibiting
illegal and other practices that Linden
Lab deems harmful. . . . In addition to
abiding at all times by the Community
Standards, you agree that you shall
not: (i) take any action or upload, post,
e-mail or otherwise transmit Content
that infringes or violates any third
party rights; . . . (iii) take any action

or upload, post, e-mail or otherwise
transmit Content that violates any law
or regulation.

Additionally, Clause 4.2 states: “You agree to use Second
Life as provided, without unauthorized software

or other means of access or use. You will not make
unauthorized works from or conduct unauthorized
distribution of the Linden Software.” Clause 4.3
stipulates that all users must comply with the provisions
of the DMCA regarding copyright infringement claims.

While Linden’s actions might resolve disputes in
Second Life, they do not serve to redress injured parties
for the loss of profits from sales of infringing items, and
so standard legal action is still necessary.
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Copyright Analysis of Second Life

While the recent lawsuits have come to successful
resolutions, there are copyright issues that will inevi-
tably be implicated in lawsuits of a similar nature. The
tirst issue is whether or not the items within the virtual
world are protected by copyright law and, if not, wheth-
er they should be. This can be broken down further into
two questions: 1) Are the copyrightable design aspects
of virtual property conceptually separable from their
utilitarian aspects? and 2) which of the incarnations of
these objects (the code on the Second Life server and/or
the RAM of the client program) are currently protected
under copyright case law? The second issue is what
standard of liability should be utilized to judge infringe-
ment when the means of infringement (i.e., Copybots
and rollbacks) could vary greatly.

Conceptual Separability

One of the initial hurdles that any plaintiff in an in-
fringement lawsuit would need to prove is that the item
in question is entitled to copyright protection. Under
the Copyright Act, “useful articles” as a whole are not
eligible for copyright protection, but individual design
elements may be to the extent that they “can be identi-
fied separately from, and are capable of existing inde-
pendently of, the utilitarian aspects of the article.”?

When examining whether a virtual item can be
copyrighted, the nature of the article must first be
examined. An item like the SexGen bed, which contains
a script that permits avatars to have sex, clearly has a
function outside of its appearance. Since scripts are the
pieces of code that imbue objects with a function, it is
possible to separate these aspects from the design ele-
ment. Yet what about the objects that have no scripts or
functions and possess purely ornamental value, such
as a piece of virtual clothing? Courts have struggled
enough to separate the fashion aspects from the function
aspects of real-world clothing. Whereas certain aspects
of a piece of clothing or a lamp could be determined to
have artistic substance outside of their functionality, it is
more difficult to determine which portions of code are
aesthetic and which are functional. There is unfortunate-
ly little guidance in the case law, and so this issue will
have to be litigated in order to establish precedent.

Copyrighting Computer Programs

Since infringers could potentially copy different
incarnations of the virtual objects to reproduce them, it
is important to understand which of these incarnations
are protected by copyright law.

Object Code/Source Code

There are two different forms of software code—
object code and source code. Source code is the set of
instructions written by programmers that performs

varying functions and is readable only by humans.
Source code is converted automatically into object code
so that a computer can then read the code and follow
embedded instructions. Luckily, the distinction is ir-
relevant, as courts have held that copying either form of
code infringes the reproduction right.?®

Random Access Memory

When an infringer creates an illegal copy within Sec-
ond Life, it does not necessarily reproduce the software
code on the Second Life server. The Second Life server
could be deceptively given the address to send the ob-
ject to an unentitled user’s computer. Therefore, the only
illegitimate copy of the object would be in the RAM of
the unentitled user’s computer. The question of whether
or not copies stored in RAM are copyrightable hinges
on the perceived permanence of these copies. Under
17 U.S.C. § 101, a work is only “fixed,” and therefore
copyrightable, if it is “sufficiently permanent or stable to
permit it to be perceived, reproduced, or otherwise com-
municated for a period of more than transitory dura-
tion.” RAM copies are ephemeral, for they cease to exist
when a program ends or the computer shuts down. De-
spite this fact, a line of cases starting with MAI Systems v.
Peak Computers has held that reproductions in RAM are
sufficiently fixed for purposes of the Act’s requirement.?’

The Substantial Similarity Test for Computer
Programs

In cases where direct and complete copies of virtual
items are made, the determination of infringement
should be relatively straightforward. Inevitably, conflicts
will arise where the question of copying is not as clear-
cut, and a substantial similarity test should be utilized.
In Computer Associates International v. Altai, the Second
Circuit created a three-part “abstraction, filtration, and
comparison” test to resolve this issue in relation to com-
puter programs.?

The abstraction step is meant to determine what
elements of a computer program are unprotectable ideas
and which are protectable expression:

At the lowest level of abstraction, a
computer program may be thought

of in its entirety as a set of individual
instructions organized into a hierarchy
of modules. As a higher level of abstrac-
tion, the instructions in the lowest-level
modules may be replaced conceptually
by the functions of those modules. At
progressively higher levels of abstrac-
tion, the functions of higher level mod-
ules conceptually replace the implanta-
tion of those modules . . . until finally
one is left with nothing but the ultimate
function of the program.?
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The second step is filtration, which involves separat-
ing out other unprotectable elements, such as “elements
dictated by efficiency, elements dictated by external
factors, and those taken from the public domain.”3® The
final step is to contrast the remaining elements with the
alleged infringement. With this relatively vague test as
a guide, courts will have some capability to compare
similar items to judge infringement.

Conclusion

It is inevitable that virtual worlds will increase in
popularity as the capacity for human interaction evolves
with the underlying technology. A world like Second
Life has built a booming economy on the premise that
every user owns all Intellectual Property rights over
its creations. Linden Labs has ensured the growth of
Second Life by enforcing certain provisions in its Terms
of Service to protect wronged creators. The question is
whether the legal system will fulfill its part and protect
items of virtual property from copyright infringement.
Courts have laid the groundwork by establishing that
software code is protected in its permanent form on
hard drives, and in its temporary form in RAM. The
glaring unresolved issue however, is whether items of
virtual property fall under the purview of copyright
law, for it is difficult to split them into their respective
aesthetic and functional parts. If the courts can create
a standard or means to adjudicate this issue, then it is
likely that an economy based on the sale of virtual ob-
jects would be sustainable.
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At Long Last: The Court of Appeals Authorizes
Ex Parte Interviews of Treating Physicians

By Nancy May-Skinner

After decades of silence on the issue, the Court of
Appeals weighed in to the ex parte interview debate
and confirmed that an attorney may privately inter-
view an adverse party’s treating physician when the
adverse party has placed his or her medical condition
in controversy.! In order to address the procedural
requirements of HIPAA (Health Insurance Portability
and Accountability Act of 1996), the Court ruled that
upon request, plaintiffs must provide a HIPAA autho-
rization permitting the defendant to request an ex parte
interview. It remains the treating physician’s preroga-
tive to accept or reject the request.

A. Historical Background

Over the past four decades, the lower courts had
grappled with the propriety of ex parte interviews.
During the 1970s, the courts were asked to decide
whether ex parte interviews should be permitted dur-
ing the discovery phase of personal injury actions.?
The courts answered in the negative based upon the
absence of any authority in the local rules or the Civil
Practice Law and Rules (“CPLR”) expressly authoriz-
ing them.? Subsequently, in the late 1980s and early
1990s the appellate courts revisited the issue and lim-
ited their prior holdings to ex parte interviews sought
during discovery.*

After this judicial distinction was drawn between
pre— and post—-Note of Issue ex parte interviews,
defense counsel began routinely seeking and conduct-
ing interviews of plaintiff’s treating physicians after
discovery was concluded. The interviews remained
voluntary on the part of the treating physician and
were initiated by the service of a non-party subpoena
and request to meet informally. Neither the court nor
the plaintiff’s attorney was involved in requesting or
conducting the interview. In fact, the interviews were
typically conducted without notice to either.

This informal practice came to a screeching halt
with the enactment of HIPAA and the associated Pri-
vacy Standards, enforced effective 2003.> While neither
HIPAA nor the Privacy Standards expressly addressed
this practice, they presented a practical obstacle to
ex parte interviews by requiring physicians to obtain
HIPAA authorization before making any disclosures.
Treating physicians began to refuse defense counsel’s
requests for ex parte interviews absent provision of a
HIPAA authorization. Not surprisingly, when defense
counsel requested authorizations from the plaintiffs,

they were not inclined to voluntarily comply. As a con-
sequence, defendants were forced to involve the courts,
and a flurry of motions to compel provision of HIPAA
authorizations followed.

The Supreme Court decisions addressing these
motions yielded a variety of outcomes, leaving counsel
with no consistent guidance regarding the permissibil-
ity, scope or method for obtaining ex parte interviews
under HIPAA . Some courts allowed pre-HIPAA type
ex parte interviews while others completely denied
them.” Not surprisingly, the bulk of the decisions struck
a balance between the two extremes, allowing ex parte
interviews with certain limiting conditions.?

B. The Appellate Courts Weighed In

After two years of conflicting Supreme Court-level
decisions, the Second and Fourth Departments of the
Appellate Division took on the ex parte interview issue.
Relying upon long-standing provisions or the Civil
Practice Law & Rules (“CPLR”) and not HIPAA, each
court ruled that the absence of statutory authority for
ex parte interviews precluded the courts from compel-
ling plaintiffs to provide HIPAA authorizations for ex
parte interviews. As a practical matter then, ex parte
interviews were history.

1. The Arons Case

In December of 2006, the Second Department
became the first appellate court to rule on the effect of
HIPAA, if any, on ex parte interviews.? The court noted
that this was an “. . . issue of first impression regarding
the interplay of . . . HIPAA . . . and the defense bar’s
informal practice of privately interviewing plaintiffs’
non-party treating physicians after a Note of Issue has
been filed.”!? The Second Department started with the
premise that prior to HIPAA, it had not declared that de-
fendants had a right to ex parte interviews.!! Rather, it
had merely allowed the testimony of treating physicians
who had voluntarily submitted to these interviews. The
Court noted that while the enactment of HIPAA did
not alter the precedent allowing ex parte interviews,
it did present a practical obstacle to defense counsel,
who were now being asked to provide HIPAA autho-
rizations before subsequent treating physicians would
participate in the interviews.!? Not surprisingly, insofar
as plaintiffs were not willing to authorize these ex parte
interviews, defendants were required to move to com-
pel provision of HIPAA authorizations allowing the in-
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terviews.!? In this case, the Supreme Court had granted
the motion requiring provision of authorization.

The Second Department reversed, finding that
there was no authority for conducting ex parte inter-
views under CPLR Article 31.# In the absence of this
statutory authority, the “. . . courts should not become
involved in post-Note of Issue trial preparation matters
and should not dictate to plaintiffs or defense coun-
sel the terms under which interviews with non-party
witnesses may be conducted.”! Finally, in recognition
of the unsettled nature of the law regarding ex parte
interviews, the appellate division granted the defen-
dants leave to move for permission to conduct pre-trial
discovery regarding the treating physician.!

2. The Webb Case

Following Arons, the Second Department revisited
the ex parte interview issue in Webb v. New York Meth-
odist Hospital.'” In Webb, the court referred to the Arons
decision and granted the same relief.

3. The Kish Case

Becoming the second appellate court to consider
the ex parte interview issue, the Fourth Department of
the Appellate Division followed suit and denied the
defendant’s motion to compel plaintiff’s production
of HIPAA authorizations to conduct ex parte inter-
views.!® The court concurred with the Second Depart-
ment’s analysis, finding that the absence of authority
for interviews in CPLR Article 31 precluded the relief
sought by defendants. It then went on to identify four
“compelling reasons for prohibiting such interviews.”!?
First, there was no statutory authority for the inter-
views.?’ Second, other discovery procedures were
available to obtain records and non-party depositions.
These procedures provided for the presence of oppos-
ing counsel and as such, guarded against privileged
disclosures.?? Third, the information sought was subject
to the doctor-patient privilege; and fourth, there was no
reason to allow interviews after the filing of the Note
of Issue that were not permitted before the filing of the
Note of Issue.”

21

In a spirited dissent, two justices of the Fourth
Department argued that the order compelling plaintiff
to provide HIPAA compliant authorizations should
have been affirmed. The dissenters argued that the
rationale for permitting ex parte interviews and the
case law supporting them were still valid after HIPAA.
The rationale cited was fairness and equal access to the
evidence.

[A] rule disallowing ex parte com-
munications with a plaintiff’s treat-
ing physicians attempts to ensure the
confidentiality of the physician-patient

relationship at the expense of the
defendant. Allowing a plaintiff to have
free access to potentially important
facts and/or expert witnesses, while
requiring the defendant to use more
expensive, inconvenient, and burden-
some formal discovery methods tilts
the litigation playing field in favor of
the plaintiff (Conning the IADC Newslet-
ters, 71 Def. Couns. J. at 210, quoting
Jennings, The Physician-Patient Relation-
ship: The Permissibility of Ex Parte Com-
munications between Plaintiff’s Treating
Physicians and Defense Counsel, 59 Mo.
L. Rev. 441, 475 [1994]).

The dissenters distinguished Arons, holding that
post—Note of Issue interviews constituted trial prepa-
ration, not discovery.?* Consequently, the absence of
statutory authority in CPLR Article 31 was not determi-
native.?® Rather, as with any other non-party fact wit-
ness, interviews were permissible trial preparation.?

The dissenters then responded to the majority’s
four compelling reasons. First, the absence of statutory
authority in the CPLR permitting ex parte interviews
was irrelevant as there were no such rules for any non-
party interviews.?” Second and fourth, formal discov-
ery techniques were more expensive, inconvenient and
burdensome than ex parte interviews.?® The resulting
interruption in the practice of physicians was particu-
larly burdensome.?’ Third and finally, authorizations
for ex parte interviews could be limited in scope and
the plaintiff waived the physician-patient privilege by
raising his/her medical condition as an issue.?

Finally, the dissenters cited to out-of-state and in-
state precedents supporting their determination that
HIPAA had not changed the law in New York permit-
ting ex parte interviews.?! Accordingly, the Supreme
Court’s order compelling the provision of HIPAA
authorizations should have been affirmed.

C. Appeal to the Court of Appeals

Motions for leave to appeal to the Court of Appeals
were granted by the Second and Fourth Departments
pursuant to CPLR 5602(b)(1). The cases were joined for
purposes of the appeal and oral argument. In addi-
tion to the briefs filed by the five appellants and three
respondents in the Arons, Webb and Kish cases, amicus
briefs were filed by the New York State Trial Lawyers
Association and the New York City Health and Hos-
pitals Corporation. The Court heard oral argument on
October 17, 2007.

At oral argument, the Court explored the ex parte
interview issue from the perspective of all of the rel-
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evant players: the parties, the physicians, the attorneys
and the courts. In addressing the rights of plaintiffs,
the Court focused on the existence and scope of the
physician-patient privilege. While the parties were
willing to concede that the commencement of litiga-
tion constituted a waiver of the privilege,?? there was
disagreement regarding the scope of that waiver. Not
surprisingly, plaintiffs argued that the waiver applied
only to the specific medical condition at issue in the
litigation, whereas the defendants advocated for a
much broader view. The Court suggested that limits
could be placed on interviews to preserve a limited
waiver, but the plaintiffs steadfastly maintained that
this would not prevent abuses by defense counsel in
an unsupervised interview. The Court asked about
leveling the playing field. While the defendants posited
that fairness required equality of access to this relevant
medical evidence, the plaintiffs argued that the field is
not level to begin with as the bias of treating physicians
against plaintiffs often prevents or limits their access.
The Court inquired as to the efficacy of other discov-
ery devices as an alternative to ex parte interviews.
The plaintiffs supported this alternative while defense
counsel maintained that formal discovery was no sub-
stitute for informal interviews.

The Court also focused on the concerns of treating
physicians over the time and money spent addressing
requests for ex parte interviews. The relative costs of
depositions versus informal interviews were discussed.
The Court noted that treating physicians remain free
to refuse requests for ex parte interviews. It also ad-
dressed the alternative federal system of deposing all
experts or the possibility of deposing IME physicians
as well as treating physicians.

The Court also addressed relevant precedent,
HIPAA and the role of the courts in supervising the
interviews, if permitted. On the precedent issue, the
Court raised two recent cases in which it allowed in-
formal interviews of non-physician fact witnesses.® Re-
sponding to the Court’s inquiries regarding HIPAA, the
parties conceded that nothing in HIPAA or the Privacy
Standards affected New York State precedent allowing
post—Note of Issue interviews. Rather, HIPAA merely
presented a practical obstacle to the process. Finally, the
Court inquired as to the effect its decision would have
on the lower courts. If interviews were allowed, the tri-
al courts would be charged with ordering and policing
them. If interviews were not allowed, the lower courts
would face a surge in motions for non-party deposi-
tions and the burden of policing those proceedings.

D. The Decision

The Court of Appeals reversed in all three cases,
finding that the defendants were entitled to HIPAA
authorizations permitting them to request ex parte in-

terviews with plaintiffs” treating physicians. The Court
specifically rejected the practice of requiring disclosure
following ex parte interviews.3

The Court started by acknowledging the impor-
tance of informal discovery and citing to the recent
precedent allowing private interviews of fact witnesses
in other contexts.® In Niesig, supra, the Court allowed
private interviews of corporate employees with the
exception of employees whose acts or omissions were
binding on or imputed to the corporation or employees
implementing the advice of counsel.3® In Siebert, supra,
the Court allowed ex parte interviews of a party’s
former employee.?” Relying on these precedents and
the absence of any “. . . reason why a non-party treating
physician should be less available for an off-the-record
interview than the corporate employees in Niesig or
the former corporate executive in Siebert,” the court
extended the common law rule to include ex parte
interviews of non-party treating physicians.®

The Court noted that by bringing a personal injury
action, a plaintiff placed his or her mental or physical
condition in issue and thereby waived the physician-
patient privilege.* Fairness required this waiver as a
plaintiff “. . . should not be permitted to affirmatively
assert a medical condition in seeking damages or in de-
fending against liability while simultaneously relying
on the confidential physician-patient relationship as a
sword to thwart the opposition in its efforts to uncover
facts critical to disputing the party’s claim.”40

The Court held that the absence of a specific statu-
tory provision authorizing ex parte interviews was not
determinative of their permissibility. Interviews have
long been part of an attorney’s trial preparation and
“. .. Article 3101 does not ‘close off” these “avenues of
informal discovery’ and relegate litigants to the costlier
and more cumbersome formal discovery devices.”!
These more informal methods would interfere less with
the treating physician’s practice of medicine.*?

The Court also dismissed plaintiff’s complaints
regarding the “danger of overreaching” in a private
interview.**> An attorney is ethically required to identify
his client and interests in a private interview and make
it clear to the physician that the interview is voluntary
and limited in scope to the medical condition at issue.*

Finally, the court rejected the long-standing prac-
tice of not seeking an ex parte interview until after the
filing of the note of issue.*® While post-Note of Issue
interviews are permissible, they are not recommended
as a party is left with no recourse if a treating physician
refuses the interview at this late stage in the litigation.4
If the interview is sought and refused while discovery
is still pending, the party seeking the interview can
pursue formal discovery against the doctor.*”
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E. The Dissent

In a spirited dissent consistent with his question-
ing at oral argument, Justice Pigott argued that ex parte
interviews are neither necessary nor authorized.*® He
rejected the majority’s characterization of ex parte
interviews as trial preparation. Citing to the absence of
any statutory authority for ex parte interviews, Justice
Pigott characterized the interviews as unauthorized
discovery. He particularly objected to ex parte inter-
views conducted after the filing of the Note of Issue
based upon the Uniform Rules’ limitation of post-Note
of Issue discovery to cases of “unusual or unanticipat-
ed circumstances.”#

F.  Future Impact of Arons

While the Court of Appeals has now confirmed
that ex parte interviews are permissible, the practical
application of this ruling may require further decisions
“fine tuning” the process. It is clear that a defendant is
entitled to HIPAA authorizations permitting the inter-
view. It is equally clear that defendants must “reveal
the client’s identity and interest” and “advise physi-
cians that they need not comply with the request for an
interview.”> Whether the plaintiffs will be permitted
to weigh in to this notification process and if so, how,
are likely to be sources of debate between plaintiffs and
defendants.

Similarly, while it is clear that defendants must
make it clear to physicians that the interview is “. ..
limited in scope to the particular medical condition at
issue in the litigation,” the definition and scope of the
“medical condition” is likely to be a source of contin-
ued disagreement among the parties.! Whether plain-
tiffs will be allowed to weigh in to define the scope
of the interviews and the extent of their involvement
remains to be seen.

It is not difficult to predict that defendants will
begin routinely demanding HIPAA authorizations for
all treating physicians, and plaintiffs will seek to limit
those authorizations as much as possible. It is equally
likely that the parties will turn to the courts to “fine-
tune” the mechanics of the ex parte interview process.
Thus, while Arons answered the fundamental question
regarding the permissibility of ex parte interviews, it
is likely that the courts will be called upon to weigh in
and refine that answer in the future.
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Adverse Possession: What Hath the New York

Legislature Wrought?

By Prof. Robert E. Parella and Prof. Robert M. Zinman

On July 7, 2008, Governor Paterson signed S. 7915-
C into law (attached hereto as Appendix A), which
makes major changes in this state’s adverse possession
law. Adverse possession is the doctrine that deter-
mines the running of the 10-year statute of limitations
for ejectment from real property. While the new law
contains some improvements to the prior law (based
on portions of a rejected proposal of the Real Property
Law Section of the New York State Bar Association),
the new law is ambiguous, contradictory and, because
it looks to the mind rather than the acts of the adverse
possessor to determine the validity of the adverse
possession claim, it undermines the property rights of
thousands of real property owners, especially hom-
eowners, in this state and will encourage litigation. The
Real Property Law Section opposed the legislation and
urged a veto. A copy of the Memorandum in Opposi-
tion by the Section is attached as Appendix B to these
materials.

The New York Court of Appeals in Walling .
Przybylo! held that an adverse possessor’s state of
mind did not affect the running of the 10-year statute
of limitations for ejectment from real property. While
the decision correctly articulated the law of New York,
the decision had been perceived by some as unfairly
permitting a possessor to take property from an unsus-
pecting owner by stealth. In response to this perception
the legislature in 2007 enacted legislation that would
have prevented acquisition of property by adverse pos-
session unless proof were shown that the possessor and
predecessors in possession had no knowledge that the
property belonged to another.

Because this knowledge approach would have
potential disastrous unintended consequences for titles
in New York, the Section, then under the chairman-
ship of Karl B. Holtzschue, urged that the Governor
veto the legislation, which he did. The Section then
created a Task Force on Adverse possession to pro-
pose amendments to the adverse possession law that
would prevent acquisition of property through adverse
possession by stealth, while at the same time preserv-
ing the sanctity of real estate titles in this state. The
proposal of the Task Force was adopted unanimously
by the Section’s Executive Committee and the Execu-
tive Committee of the New York State Bar Association,
and was introduced in the legislature as S. 7915. A copy
of the NYSBA’s Memorandum in support of the Task
Force Bill is attached as Appendix C.

The Task Force proposal was gutted and rewrit-
ten by the legislature as S.7015-C based on objections
raised by a combination of individuals and certain
members of the New York State Land Title Association
(NYSLTA) who, in our judgment, did not appear to un-
derstand adverse possession law or the consequences
of the bill, or had special motives for objecting.

Part I of these materials will discuss the Walling
decision, which gave rise to the legislative proposals,
and the origin of the Task Force proposal in the context
of the history of adverse possession law in New York,
and demonstrate how the newly enacted legislation
has overturned hundreds of years of settled law. Part II
will review the irresponsible drafting flaws made to the
Task Force proposal, pointing out how the newly en-
acted legislation threatens to create havoc and endless
litigation with respect to determination of ownership
of real property in this state. The materials conclude by
suggesting the urgent need for a comprehensive revi-
sion of the statute in an atmosphere in which drafters
would put aside preconceived notions and personal ad-
vantage to achieve a statute that could set a precedent
for enlightened adverse possession law throughout the
nation.

. Walling, the Task Force, and the Law of
Adverse Possession

a. Walling

There were reasons to consider the Walling deci-
sion as unexceptional. First, a virtually unbroken line
of authority in the Court of Appeals, over about 150
years, had held that the subjective state of mind of the
adverse possessor is immaterial. Rather, it is sufficient
that the possession is not permissive. Second, Walling
was in accord with the majority rule in this country, a
view recently reaffirmed this year by a Maryland ap-
pellate court, Yourik v. Mallonee, 921 A.2d 869 (Md. App.
2008). Third, title by adverse possession rests upon a
cause of action in ejectment on which the statute of
limitations has run. The historical and logical view
is that there is a cause of action in ejectment whether
the adverse possessor thinks he is on his own land or
knows that he is not. But Walling soon became contro-
versial in certain quarters.

The losing parties, joined by some other landown-
ers, took their fight to the legislature and the popular
press. There were two principal arguments made. First,
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Walling allowed one person, who knew he or she did
not own the land, to steal another’s property. Second,
the stealing occurred even though the record owner
had no reasonable opportunity to know of the adverse
possession. The fact is that there was no finding that
the Wallings knew they did not have record title to

the disputed strip, and the Wallings have vigorously
protested that they had no such knowledge. Further,
no appeal was taken from the lower court finding that
there were sufficient acts to constitute possession of the
improved portion of the strips. The popular press did
not address these aspects of the case. The provocative
and newsworthy event was an alleged legally sanc-
tioned stealth taking of another’s property, especially a
taking by a knowledgeable lawyer who happened to be
working in the courts.

b. The Task Force Proposal

The legislature responded with passage of a terse
bill in 2007. The Section submitted a memorandum to
the governor urging a veto and the governor did veto
the bill. The Task Force was then organized and under-
took its promised study of the law of adverse pos-
session. The result was a proposed bill, substantially
revising article 5 of the RPAPL, and a Legislative Mem-
orandum in support. The principal recommendations
were: (1) the objective standard should be retained
and not replaced with a knowledge standard, and (2)
stealth taking should be prevented by mandating that
acts of adverse possession must be sufficiently open to
give reasonable notice of an adverse claim. In addition,
certain ameliorative changes were made including a
significant change with regard to the troublesome prob-
lem of boundary line disputes among neighbors, and
the inclusion of the first statutory definition of adverse
possession.

With respect to state of mind, the Task Force ana-
lyzed whether the law should prevent a possessor from
acquiring title if the possessor knew he was not the
record or true owner. Today there is considerable sup-
port, at least with some of the public, for the proposi-
tion that knowledge should disqualify an adverse pos-
sessor because it smacks of legal larceny. The difficulty
is with crafting such a statute that does not scuttle the
many continuing beneficial effects of the doctrine of ad-
verse possession. There may be some technical defect
or break in the chain of title for any of several different
reasons, e.g., inadvertent failure to record a deed lost
or not indexed at the recorder’s office. Thus there is no
good paper chain back to the sovereign. In such cases
the doctrine will often be protecting a true owner by
making title marketable, mortgageable and insurable.

Further, a statute that requires lack of knowledge
inevitably places the burden on the possessor. Often the
possessor would have to prove the state of mind upon

entry of a predecessor in title, perhaps an ancestor, who
is missing or dead. This can easily frustrate the fun-
damental goals of statutes of limitations—eliminating
or minimizing the dispositive effect of lost and stale
evidence, and providing for repose after reasonable
passage of time. In some cases there may be no ef-
fective statute of limitations at all and, consequently,
loss of the value of substantial capital improvements
made by a possessor or predecessor. In Walling itself,

a trial on the issue of knowledge would have turned
upon credibility and recollection of witnesses about a
1986 conversation as testified to in 2004. Walling had
sworn that a certain barbed-wire tree had been pointed
out as the boundary line by the developer-seller. The
Przybylos submitted an affidavit from the prior owner-
developer contradicting Walling and, on that basis, the
lower court vacated the judgment and ordered a hear-
ing, which never occurred. If the Wallings had inher-
ited or purchased the property from someone who had
died, there would likely be no evidence to offer in their
behalf. Indeed, in a given case, a title could actually
turn upon which party was the more effective or more
willing perjurer.

A special case can arise in New York City and other
urban areas. Parcels are often assembled for develop-
ment. Frequently there are relatively small gores or
strips between parcels. The common practice in the title
industry is to insure, either on the existing facts or with
a deed purporting to transfer the gore or strip, because
passage of time will make the title secure. However,
knowledge exists in these cases and a knowledge stan-
dard would place a cloud over development.

On balance, the Task Force believed there would be
a greater loss with a knowledge standard, especially in
routine real property transactions. It also believed that
there are relatively few cases of a possessor knowingly
taking possession of a tract owned by another, making
expensive improvements on it, and hoping to get away
with it for the required 10 years. At any time prior
thereto, the adverse possessor could be easily discov-
ered, ejected, liable for damages for up to six years, and
unable to recover the value of improvements made.

The Task Force did see boundary-line disputes
between neighbors as a special, troublesome, and
frequently occurring problem. These could involve
a misplaced fence or shrub, or routine maintenance
across a boundary line. Often these acts involve no
great reliance and expenditures; they may have origi-
nated with predecessors of one or both parties, may
well have been impliedly if not expressly permissive
originally, and can upset record and survey boundaries
over relatively minor intrusions. The Task Force pro-
posed a new section 543. Routine acts of maintenance
across a boundary line would be deemed permissive as
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a matter of law and thus not subject to adverse posses-
sion. Encroachments of removable fences, shrubbery
and the like for up to twelve inches would be deemed
permissive. The 12-inch distance was chosen because
of the practice of title companies to insure against such
encroachments, based upon D&B-4 of the NYSLTA
Recommended Practices (1995). Further, the Monroe
County Contract of Sale provides that a fence encroach-
ment of less than one foot shall not be an objection to
title.

In Walling, there were various acts recited in the
appellate opinions although, as indicated above, the
sufficiency of the acts was not before the Court of Ap-
peals or the Appellate Division. One act recited was
an underground pipe and another was placement of
a birdhouse on the disputed strip. These seemed to be
singled out as the basis for the complaint that a record
owner could lose title without even knowing of an
adverse claim. The Task Force research indicated that
the law was satisfactory with respect to underground
pipes and the like, and that they were typically deemed
not open and notorious. The Task Force’s proposed bill
added a definition of adverse possession that included
the familiar open and notorious requirement. But it
went further and provided that the acts had to be “suf-
ficiently open to put a reasonably diligent owner on
notice.” It was felt that this explicit legislative man-
date would underscore the salutary purpose of the
open requirement to alert record owners, and perhaps
avoid any potential injustice. The Task Force believed
this would prevent any taking by stealth because the
adverse possessor’s acts would have to be sufficient to
put the owner on notice.

¢. The Legislative and N.Y.S. Land Title
Association Response

The Task Force Memorandum and Proposed Bill
(see Appendix C) were unanimously approved by both
the Executive Committees of the Real Property Law
Section and the Executive Committee of the NYSBA.
The bill was introduced along with the Memorandum
in Support and a Sponsor’s Memorandum. As the
legislative session was nearing its close, the Task Force
was hopeful, and had some reason to be hopeful, that
the bill would be enacted into law. At the eleventh
hour, however, NYSLTA indicated that it wished some
amendments. It then got introduced separately almost
all of the Task Force bill, but with a “reasonable belief”
requirement that undermined a central purpose of the
bill. Under the requirement, title by adverse possession
could not occur unless the possessor had a “claim of
right,” which was defined to mean that the adverse
possessor must have had a reasonable basis for the
belief the property belonged to the adverse possessor,
which cut the heart out of the Task Force proposal. It
also represented a departure from settled principles of
law.2

The NYSLTA opposition was puzzling. The Task
Force believed, in January of 2008, that NYSLTA had
approved the proposal. Apparently some within NYS-
LTA, presumably the claims people, saw their version
as an easy vehicle for defeating adverse-possession
claims against their insureds. But title companies often
rely on statutes of limitation in general, and adverse
possession in particular, in writing policies in their
office practice and transaction business. It would be
ironic if a new cottage industry developed of opportun-
ists who search titles to find some gap or defect in the
chain. The present successor to the last record owner of
50 or more years ago could put the present possessor
to proof of the state of mind of the original entrant, or
perhaps the possessor’s own state of mind on a matter
that may never have been considered. The ironic result
could be a new category of claims and litigation against
insureds and their insurers.

Finally, title policy boiler plate usually excepts
rights of persons in possession, thus putting the burden
on the purchaser-insured so long as the title company
does not negotiate away the exception. Apart from the
boundary-line cases where intrusions can go unde-
tected, it seems a small burden for a record owner to
view the property at some time for open acts of posses-
sion, improvement or cultivation by another. In short,
perhaps the enacted statute may indeed help defeat
some claims but at a considerable price, and not on a
principled, but rather on an arbitrary, basis. The State
Bar submitted a Memorandum in Opposition to the
amended bill (Appendix B) but this so-called amended
version became the law. It is believed here that the
statute now enacted is unsound in policy, is self-contra-
dictory, and raises very difficult if not insoluble inter-
pretation issues.

Il. Irresponsible and Unintelligible Drafting

While the changes the legislature made to the Task
Force proposal (primarily the requirement that the
adverse possessor must have a claim of right) were
ill-conceived, the hasty drafting of the revisions to the
Task Force language made the resulting legislation
virtually unintelligible. The following is a summary of
some of the interpretative problems the legislature left
for the courts to resolve.

a. Claim of Right as Defined in § 501(3) Conflicts
With the “With or Without Knowledge”
Language of § 501(1).

The amended law requires in § 501(2) that the
adverse possessor enter with a claim of right, which is
defined in § 501(3) as requiring proof that the adverse
possessor had a reasonable basis for the belief that
it owned the property in dispute. However, § 501(1)
retains the Task Force language that defines an adverse
possessor as one who occupies property “with or with-
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out knowledge” of another’s superior rights. It would
seem impossible for an adverse possessor to have both
knowledge of another’s superior rights and no reason-
able basis to believe that someone had superior rights.

The two provisions seemingly are in direct con-
flict. This places the heart of the modifications to the
Task Force proposal in doubt. It would seem that the
conflict gives the judge the ability to go any way he or
she wants. We suspect that the courts may eventually
conclude that a person may be an adverse possessor
without a reasonable basis for belief it owns the prop-
erty, but without such belief cannot acquire title even
after the running of the statute of limitations.

b. Definition of “Claim of Right” Does Not Make
Sense.

Although it would seem that the intention of those
who objected to the Task Force proposal was to require
the adverse possessor to have a reasonable basis for
belief that the adverse possessor owned the property,
the definition of “claim of right” in the enacted legis-
lation doesn’t say that. Section 501(3) defines “claim
of right” as having a reasonable basis for the belief
that the property “belongs to the adverse possessor or
property owner, as the case may be” (emphasis added).
The quoted language literally indicates that an adverse
possessor could meet the “claim of right” requirement
even if the adverse possessor had a reasonable basis
for belief that the true owner and not the adverse possessor
owned the property!®

Is “reasonable basis for belief” an objective or
subjective standard, or both? Stated another way, if the
adverse possessor enters knowing that someone else is
the owner of record, but still has a reasonable basis for
belief of ownership, has the test been met? For exam-
ple, a possessor knowing who is record owner thinks
an ancestor acquired title previously.

C. Inconsistent Results Due to Inconsistent
Language

(i) Time of testing “claim of right.” “Claim of
right” is tested under § 511 (adverse possession under
a written instrument) at the time the adverse pos-
sessor or its predecessors “entered” into possession.*
“Claim of right” is tested under section 521 (adverse
possession under a claim not written) throughout the
continued occupation of the property.® Did the leg-
islature actually intend that claim of right should be
interpreted differently depending on whether or not
the adverse possessor entered under a written instru-
ment? If the statute is interpreted in accordance with
its plain language, the existence of a written instrument
will determine the result. For example, where claim of
right is tested on entry, the occupier who enters with-
out knowledge but subsequently acquires knowledge
would nevertheless be protected when the ejectment

action is brought. On the other hand, where claim of
right is tested throughout the period of adverse pos-
session, the occupier entering without knowledge of
the owner’s rights but subsequently acquiring such
knowledge could be ejected.

Furthermore, for claim of right under a written in-
strument, § 511 states that the occupant “or those under
whom the occupant claims” must have entered under a
claim of right. Since the disjunctive is employed, if the
predecessor in possession had no claim of right (i.e.,
deliberately took the owner’s property by adverse pos-
session), the current occupant would still be protected
if the current occupant had a reasonable basis for belief
that it owned the property.

(ii) Reachback of “claim of right.” A related prob-
lem involves the extent of the reachback of the claim-
of-right requirement. For adverse possession under a
written instrument, § 511 requires a claim of right for
the occupant and its predecessors at the time of en-
try, while for adverse possession not under a written
instrument, § 521 requires a claim of right throughout
the “actual continued occupation.” Do these provi-
sions mean that a claim of right must be determined for

every predecessor in possession, some of whom may
be dead?

With respect to § 511 (adverse possession under a
written instrument), as indicated above, claim of right
is required for the occupant “or those under whom
the occupant claims.” With respect to § 521 (adverse
possession not under written instrument) claim of right
is required during the “actual continued occupation
of premises,” which seems to refer to all possessors.

At the Real Property Law Section Summer Meeting in
2008, Ben Weinstock suggested that one would have to
find a claim of right for those occupying the premises
only over the previous 10-year period, the statutory pe-
riod for adverse possession. The Weinstock argument
makes sense, and, if successful, would mitigate the
impossible burden that claim of right for all occupants
would place on the adverse possessor and allow pos-
sessors of property to breathe easy after 10 years under
a claim of right. However, only future court decisions
will determine if the argument will succeed.

d. Other Complexities

(i) Burden of proof for claim of right. The statute
is silent on who has the burden of proof as to claim of
right. If the adverse possessor is bringing a quiet title
action, it would seem that the adverse possessor should
have the burden of showing that there was a reasonable
basis for belief that it owned the property. On the other
hand, in the normal situation it would be the owner
who brings an action in ejectment against the adverse
possessor. The adverse possessor still has the burden of
proof but might then defend claiming that the owner
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is time barred by the statute of limitations. However,
under § 501(3), the adverse possessor is not required to
establish claim of right if the owner of the real property
cannot be ascertained in the land records and located
by reasonable means. This was apparently intended

to deal with the gores and strips problem mentioned
above, but the statute is not limited to such situations.

(ii) Vague language. The Task Force proposal con-
tained some innovative approaches to avoid litigation
among homeowners. Among these were provisions
that would exclude as grounds for adverse possession
the mowing of lawns and other acts of routine main-
tenance. In addition, discrepancies caused by fences,
hedges and shrubbery within one foot of the property
line were excluded. The one foot limitation was cer-
tainly negotiable. However, as changed by the legisla-
tion, the exclusion, somewhat modified, was limited to
de minimis encroachments. No definition of de minimis
is provided. Thus, the statutory language will most
probably raise litigable issues of fact, and it could be
interpreted differently by judges throughout the state.

(iii) Unexplained deletions. One of the essentials
of adverse possession in the New York statute has
traditionally been that the property has been “usually
cultivated or improved.”® The Task Force proposal, in
order to deter stealth taking of property, added that
acts of adverse possession would have to be sufficiently
open to put a reasonably diligent owner on notice.
When the Task Force proposal was revised by the
legislature, the reference to cultivation and improve-
ment was deleted without explanation. We understand
that the deletion was a compromise between those who
wanted to delete “cultivation” and those who wanted
to retain both “cultivation” and “improvement.”

Perhaps both cultivation and improvement are
surplusage in light of the Task Force language that all
acts will be tested on whether they would put a reason-
ably diligent owner on notice. However, the deletion
without explanation raises concern that certain types of
traditional cultivation might not pass muster as a suf-
ficient basis for adverse possession.

(iv) To what does the law apply? Section 9 pro-
vides that the act shall take effect immediately, “and
shall apply to claims filed on or after such effective
date.” Does the law apply only to actions in ejectment,
or quiet title actions instituted after the effective date?
Suppose a person has occupied property pursuant to

the unamended statute for the period of the statute of
limitations, thus giving the adverse possessor title. Can
the adverse possessor be ejected after the statute has
been amended on the ground that the possessor did
not have a claim of right during the statutory period? If
so, would this constitute a retroactive taking of prop-
erty? In any case, the effective date can easily become
another source of troublesome litigation.

lll. Conclusion

Our examination of the new adverse possession
law in New York reveals that it is unsound in policy,
raises very troublesome questions of interpretation,
and should be revisited and revised by reasonable
people acting in the best interest of the State of New
York and its citizens.

Endnotes

1. Walling v. Przybylo, 7 N.Y.3d 228 (2006).

2. See Brand v. Prince, 35 N.Y.2d 634 (1974) where the Court of
Appeals stated: “Reduced to its essentials, [adverse possession]
means nothing more than that there must be possession in fact
of a type that would give the owner a cause of action in eject-
ment against the occupier throughout the prescriptive period.”
(citing 3 American Law of Property, § 15.3).

3. This drafting problem was raised before the Governor signed
the legislation. The reaction was that there was no problem
because of the words “as the case may be.” This explanation
appears to make as much sense as the language itself.

4. Section 511 states: “Where the occupant or those under whom
the occupant claims entered into the possession of the premises
under claim of right. ...”

5. Section 521 states: “Where there has been actual and continued
occupation of premises under a claim of right. . ..”

6. This was contained in section 512 as one of the essentials to
adverse possession under a written instrument and in section
521 not under a written instrument.

Professor Robert E. Parella was the Reporter and
Professor Robert M. Zinman was the Chair of the
New York State Bar Association Real Property Law
Section’s Task Force on Adverse Possession. However,
the opinions expressed in these materials are their
own and not necessarily those of any organization
with which they are associated. Professor Parella is
a full-time Professor of Law at St. John’s University
School of Law. Professor Zinman retired as a full-time
law Professor at St. John’s in 2007 but continues to
teach two courses a year.
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Appendix A
LAWS OF NEW YORK, 2008
CHAPTER 269

[EXPLANATION—Matter in italics is new; matter in brackets [-] is old law to be omitted.]

AN ACT to amend the real property actions and proceedings law, in relation to adverse possession
Became a law July 7, 2008, with the approval of the Governor. Passed by a majority vote, three-fifths being present.

The People of the State of New York, represented in Senate and Assembly, do enact as follows:

Section 1. Section 501 of the real property actions and proceedings law, as added by chapter 312 of the laws of 1962,
is amended to read as follows:

to-make-it-descended-oracerued.] Adverse possession; defined. For the purposes of this article:

1. Adverse possessor. A person or entity is an “adverse possessor” of real property when the person or entity
occupies real property of another person or entity with or without knowledge of the other’s superior ownership

rights, in a manner that would give the owner a cause of action for ejectment.

2. Acquisition of title. An adverse possessor gains title to the occupied real property upon the expiration of the
statute of limitations for an action to recover real property pursuant to subdivision (a) of section two hundred twelve
of the civil practice law and rules, provided that the occupancy, as described in sections five hundred twelve and
five hundred twenty-two of this article, has been adverse, under claim of right, open and notorious, continuous,

exclusive, and actual.

3. Claim of right. A claim of right means a reasonable basis for the belief that the property belongs to the adverse
possessor or property owner, as the case may be. Notwithstanding any other provision of this article, claim of

right shall not be required if the owner or owners of the real property throughout the statutory period cannot be
ascertained in the records of the county clerk, or the register of the county, of the county where such real property is
situated, and located by reasonable means.

§ 2. Section 511 of the real property actions and proceedings law, as added by chapter 312 of the laws of 1962, is
amended to read as follows:

§ 511. Adverse possession under written instrument or judgment. Where the occupant or those under whom [he]
the occupant claims entered into the possession of the premises under claim of [title] right, exclusive of any other
right, founding the claim upon a written instrument, as being a conveyance of the premises in question, or upon the
decree or judgment of a competent court, and there has been a continued occupation and possession of the premises
included in the instrument, decree or judgment, or of some part thereof, for ten years, under the same claim, the
premises so included are deemed to have been held adversely; except that when they consist of a tract divided into
lots, the possession of one lot is not deemed a possession of any other lot.

§ 3. Section 512 of the real property actions and proceedings law, as added by chapter 312 of the laws of 1962, is
amended to read as follows:

§ 512. Essentials of adverse possession under written instrument or judgment. For the purpose of constituting an
adverse possession [by-aperson-—claiming-a-titte], founded upon a written instrument or a judgment or decree, land
is deemed to have been possessed and occupied in [either] any of the following cases:

1. Where [ithasbeenusuallycultivated-or-improved] there has been acts sufficiently open to put a reasonably
diligent owner on notice.

2. Where it has been protected by a substantial [inclosure] enclosure, except as provided in subdivision one of
section five hundred forty-three of this article.

3. Where, although not [inclosed] enclosed, it has been used for the supply of fuel or of fencing timber, either for the
purposes of husbandry or for the ordinary use of the occupant. Where a known farm or a single lot has been partly
improved, the portion of the farm or lot that has been left not cleared or not [inclosed] enclosed, according to the
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usual course and custom of the adjoining country, is deemed to have been occupied for the same length of time as
the part improved and cultivated.

§ 4. Section 521 of the real property actions and proceedings law, as amended by chapter 116 of the laws of 1965, is
amended to read as follows:

§ 521. Adverse possession [under-claimof titte not-written] not underwritten instrument or judgment. Where there
has been an actual continued occupation of premises under a claim of [title] right, exclusive of any other right, but
not founded upon a written instrument or a judgment or decree, the premises so actually occupied, and no others,
are deemed to have been held adversely.

§ 5. Section 522 of the real property actions and proceedings law, as added by chapter 312 of the laws of 1962, is
amended to read as follows:

§ 522. Essentials of adverse possession [under-claim-of titte not-written] not under written instrument or

judgment. For the purpose of constituting an adverse possession [by-a-person-—claiming-titte] not founded upon a
written instrument or a judgment or decree, land is deemed to have been possessed and occupied in either of the

following cases, and no others:

1. Where [ithasbeen-usually-cultivated-orimproved] there have been acts sufficiently open to put a reasonably
diligent owner on notice.

2. Where it has been protected by a substantial [inelesure] enclosure, except as provided in subdivision one of
section five hundred forty-three of this article.

§ 6. Section 531 of the real property actions and proceedings law, as amended by chapter 375 of the laws of 1975, is
amended to read as follows:

§ 531. Adverse possession, how affected by relation of landlord and tenant. Where the relation of landlord and
tenant has existed [betweenanypersons], the possession of the tenant is deemed the possession of the landlord
until the expiration of ten years after the termination of the tenancy; or, where there has been no written lease, until
the expiration of ten years after the last payment of rent; notwithstanding that the tenant has acquired another title
or has claimed to hold adversely to his landlord. But this presumption shall cease after the periods prescribed in this
section and such tenant may then commence to hold adversely to his landlord.

§ 7. Section 541 of the real property actions and proceedings law, as amended by chapter 375 of the laws of 1975, is
amended to read as follows:

§ 541. Adverse possession, how affected by relation of tenants in common. Where the relation of tenants in common
has existed [between-anypersons], the occupancy of one tenant, personally or by his servant or by his tenant,

is deemed to have been the possession of the other, notwithstanding that the tenant so occupying the premises

has acquired another title or has claimed to hold adversely to the other. But this presumption shall cease after the
expiration of ten years of continuous exclusive occupancy by such tenant, personally or by his servant or by his
tenant, or immediately upon an ouster by one tenant of the other and such occupying tenant may then commence to
hold adversely to his cotenant.

§ 8. The real property actions and proceedings law is amended by adding a new section 543 to read as follows:

§ 543. Adverse possession; how affected by acts across a boundary line. 1. Notwithstanding any other provision

of this article, the existence of de minimus non-structural encroachments including, but not limited to, fences,
hedges, shrubbery, plantings, sheds and non-structural walls, shall be deemed to be permissive and non-adverse.

2. Notwithstanding any other provision of this article, the acts of lawn mowing or similar maintenance across the
boundary line of an adjoining landowner’s property shall be deemed permissive and non-adverse.

§ 9. This act shall take effect immediately, and shall apply to claims filed on or after such effective date.
The Legislature of the STATE OF NEW YORK ss:

Pursuant to the authority vested in us by section 70-b of the Public Officers Law, we hereby jointly certify that this
slip copy of this session law was printed under our direction and, in accordance with such section, is entitled to be
read into evidence.

JOSEPH L. BRUNO SHELDON SILVER
Temporary President of the Senate Speaker of the Assembly
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Appendix B
Memorandum in Opposition

RPLS #XX July 1, 2008
S.7915-C By: Senator Little
A.11574-A By: M of A Gordon

Senate Committee: Judiciary

Assembly Committee: Judiciary

Effective Date: Immediately

AN ACT to amend the real property actions and proceedings law, in relation to adverse possession

LAW AND SECTIONS REFERRED TO: Sections 501, 511, 512, 521, 522, 531, 541 and 543 of the Real Property
Actions and Proceedings Law.

THE REAL PROPERTY LAW SECTION OPPOSES THIS LEGISLATION

1. This bill contains the same disabilities that caused the Governor in message No. 153 of 2007 to veto S. 5364-
A/ A.9156 last year.

By requiring proof that the adverse possessor had a reasonable basis for believing the property belongs to the
adverse possessor, the bill would, like the knowledge requirement of S. 5364-A of 2007, shift “the focus . . . from the
owner’s notice that the property is being occupied by someone else, to the possessor’s knowledge that a third party
may have an ownership interest in the property.”!

The change from belief in 5.5364-A of 2007 to “reasonable basis for belief” in the current bill makes no substan-
tive change to allieviate the unreasonable burden on the possessor. Indeed, the possessor will still have to prove that
he or she, or the persons under whom they claim believed it was their property, and in addition, prove that there
was a reasonable basis for such belief. Thus, even where it is clear that the adverse possessor sincerely believed the
property belonged to him or her, the possessor could lose the property if a court found that the belief by the pos-
sessor or those under whom the possessor claims, was not reasonable. What is a reasonable basis for belief is so
indefinite that it would permit courts to reach different conclusions based on similar fact situations. As a result hom-
eowners would be deprived of certainty that their property and their improvements will not be taken from them by
persons claiming to be the “true owner.”

Under this legislation, homeowners who may have purchased and openly occupied property for many years
may be called upon to prove that they or those under whom they claim entered the property with a reasonable basis
for belief that the property belonged to them, thus requiring knowledge of conversations that may have occurred
decades before, or to find other witnesses to dispute claims “after memories have faded, or indeed long after they
have passed away.”? In addition this legislation contains significant drafting ambiguities and raises important issues
concerning the ability of New Yorkers to own and convey real property.

This legislation, like last year’s bill, was obviously sincerely introduced to remedy a perception that existing law
sanctioned or encouraged willful and stealth takings of others’ property. Unfortunately, the legislation, if it should
become law, will have significant adverse consequences for real estate ownership in New York.

2. The perceived inequity in present law that led to the introduction of this legislation would have been
remedied by S. 7915 (unamended), proposed by the New York State Bar Association after a thorough study by its
Task Force on Adverse Possession.

The New York State Bar Association’s Real Property Law Section established a Task Force on Adverse Posses-
sion, charged with the task of proposing language that would deal effectively with the perception (which gave rise
to the vetoed proposal) that the present law enabled a person to acquire another’s property through stealth. After
many months of deliberation and study, the Task Force’s conclusions were unanimously approved by the Executive
Committee of the New York State Bar Association and resulted in the introduction of S. 7915 (unamended). Under
this proposal, acquisition of property by adverse possessors without a reasonable belief the property belonged to the
acquirer was made so uneconomic as to render any attempt of acquisition by stealth extremely remote if not highly
irrational.

S. 7915 (unamended) would have accomplished this by limiting acquisition by adverse possession to situa-
tions where the adverse possessor’s actions were “sufficiently open to put a reasonably diligent owner on notice.”
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Under this specific statutory direction to the courts, the “willful” adverse possessor would have been required to
expend funds and effort sufficient to alert the owner that someone was on the property, in the vain hope, over a ten
year period, that he or she would not be ejected, while risking extensive damage liability and loss of all improve-
ments. S. 7915 (unamended) would have had none of the adverse consequences of the legislation now before the
Governor, and would have protected the innocent homeowner whether that person is the “true owner” or the one
who acquired defective title. Attached is a copy of the New York State Bar Association’s memorandum in support of
5.7915 (unamended), which explains how the proposal would have worked in greater detail and why any attempt to
require an analysis of the mind of the adverse possessor would create severe problems of the people of New York.

3. The legislation before the Governor contains numerous inconsistencies, ambiguities and confusing chang-
es that will result in extensive litigation.

In addition to the basic problem of looking to the mind rather than the actions of the adverse possessor dis-
cussed above, the bill that passed the legislature represented a hurried attempt at compromise that resulted in
numerous drafting problems that will only increase litigation and costs. For example:

(a) The definition of claim of right is unclear in that it requires a reasonable basis for the belief that the property
belongs to the adverse possessor or the property owner. While apparently not intended, the language indicates that
an adverse possessor would have a claim of right if the true owner had a reasonable basis for belief that he or she
was the true owner. This makes no sense and will only lead to increased litigation.

(b). The words “usually cultivated and improved,” long a part of New York’s adverse possession law and also a
part of the concept of possession from the beginnings of Anglo-American jurisprudence, have disappeared from the
legislation without any explanation or justification, leaving only the requirement proposed by the New York State
Bar Association in S. 7915 (unamended) relating to the acts of the adverse possessor and intended as a limitation on
the words “usually cultivated and improved.” There is no indication as to why those words were removed and it is
not clear how the courts will interpret that deletion in the litigation that will surely follow.

(c). “Claim of right” is tested under Section 511 for adverse possession under a written instrument at the time the
adverse possessor or its predecessors entered into possession. Under Section 521 “claim of right” for possession not
under a written instrument is tested throughout the “actual continued occupation” of the property. Similarly, “claim
of right” by those under whom the occupant claims is provided in Section 511 but not in Section 521. Extensive liti-
gation will be required as parties try to resolve these issues.

(d) Section 543 deems certain de minimis non-structural encroachments, including fences, to be permissive. It is
unclear what de minimis means. One court might find that a one foot encroachment is not de minimis while another
may find two feet to be de minimis. The de minimis language replaced the suggested 12 inch permissive requirement
in the New York State Bar Association bill. While 12 inches is certainly open to negotiation, the use of de minimis cre-
ates confusion and uncertainty and will lead to litigation in very many encroachment situations.

(e) We note that the reference to knowledge in section 501(1) is inconsistent with the insertion of claim of right in
Section 501(3). We do not know how the courts will handle this conflict, but are certain that there will be extensive
and conflicting decisions as a result of the litigation that will follow.

RECOMMENDATION

The New York State Bar Association Real Property Law Section respectfully requests that the Governor veto this
hastily negotiated legislation and urges all parties in interest to sit down and draft an acceptable statute that would
protect the interests of all the people of New York.

Endnotes

1. See Veto Message No. 153. The veto message went on to conclude that this shift of focus “adds an element for measuring this statute of
limitations that will often be unknown and unknowable to a true owner.” The message also states: “In many instances, an invidivual who
purchased property in good faith may believe that he or she is the rightful owner of the property, and may openly occupy and improve the
property for many years. As a result, it is appropriate to place time limits on the ability of others to claim that they are the ‘true” owner of
the property. Indeed, given the frequency with which property is sold and transferred, the imposition of strict time limits on the ability of
owners to seek to eject possessors of property is the only way to give homeowners throughout New York State the comfort of knowing that
their homes cannot be taken away from them. . ..”

2. Id.

Memorandum Prepared by: Prof. Robert M. Zinman
Section Chair: Peter V. Coffey, Esq.
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Appendix C
Memorandum in Support of Legislation

(X) Memo on original draft of bill

() Memo on amended bill

BILL NUMBER: Assembly Senate

SPONSORS: Member(s) of Assembly:
Senators:

TITLE OF BILL:

An Act to amend Article 5 of the Real Property Actions and Proceedings Law relating to Adverse Possession.

PURPOSE OR GENERAL IDEA OF BILL:
1. Need for Revision

The New York Court of Appeals in Walling v. Przyblo, 7 N.Y. 3d 228 (2006) held that an adverse possessor’s state
of mind did not affect the running of the ten year statute of limitations for ejectment from real property. While the
opinion correctly articulated the law of New York, the decision was perceived by some as unfairly permitting a pos-
sessor to take property of an unsuspecting owner (the actual acts of ownership in the Walling case were not before
the Court of Appeals).

As a result of this concern, the New York legislature enacted S.5364-A, A.9156, designed to protect the property
owner. The approach taken by the legislature would have overturned Walling to prevent acquisition of title by ad-
verse possession unless proof were shown that the possessor or predecessor possessor (who may no longer be alive)
had no knowledge that the property belonged to someone else. While well intentioned, the approach taken would
have placed an impossible burden on the possessor of property, and would virtually have eliminated a statute of
limitations for actions of ejectment from real property in New York, placing a cloud on real estate titles in this state.

Our Section submitted a letter to the Governor urging veto of the legislation and pointing out that Chairman
Holtzschue had appointed a Task Force on Adverse Possession to review the law and recommend changes that
would prevent unsuspecting property owners from losing their property while preserving the essentials of adverse
possession law in New York. In his veto message, Governor Spitzer referred to the establishment of this Task Force
and its mission. The attached proposed amendments are the result of the work of the Task Force.

2. Thrust of the Proposed Legislation

The mission of the Task Force was to preserve the viability of adverse possession law in New York while protect-
ing the innocent landowner from stealth takings of his property. The approach of the proposed legislation was to
look to the acts, rather than the mindset of the adverse possessor, and permit the statute of limitations to run only
when the adverse possessor’s acts were sufficiently open throughout the ten year statutory period so as to put a
reasonably prudent owner on notice.

The changes also provide that minor property discrepancies of less than one foot would be deemed permissive
for ten years before the statute of limitations would begin to run, and that mere mowing of lawns would be consid-
ered permissive without limitation on time.

The existing section 501, which was difficult to understand and largely meaningless, was deleted and in its
place the Task Force inserted a definition of “adverse possession” that would reflect the virtually continuous line of
authority in this state and avoid future misinterpretations of those lines of authority.

Other technical changes made by the Task Force included elimination of the word “under claim of title exclu-
sive of any other right” where they appear as being a source of controversy and confusion under existing law. Each
change proposed by the Task Force is analyzed in the comments that follow each section of the amended law.
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3. Recommendation.

The Task Force on Adverse Possession respectfully recommends that the Executive Committee approve this Re-
port at its December 7, 2007 meeting for submission to the Executive Committee of the New York State Bar Associa-
tion at its January meeting.

SUMMARY OF SPECIFIC PROVISIONS:

NEW YORK REAL PROPERTY ACTIONS AND
PROCEEDINGS LAW ARTICLE 5
ADVERSE POSSESSION

§ 501 [Action after entry.] Adverse Possession Defined.

[An entry upon real property is not sufficient or valid as a claim unless an action is commenced thereupon within
one year after the making thereof and within ten years after the time when the right to make it descended or
accrued.]

(a) Adverse Possessor. A person is an “adverse possessor” of real property when the person occupies
real property of another with or without knowledge of the other person’s superior ownership rights,
in a manner that would give the owner a cause of action for ejectment.

(b) Acquisition of Title. An adverse possessor gains title to the occupied real property upon the ex-
piration of the statute of limitations for ejectment from real property as specified in N.Y.C.PL.R. sec-
tions 211 and 212, provided that the occupancy, as described in sections 512 and 522 of this Article
has been adverse, open and notorious, continuous, exclusive and actual.

§ 511 Adverse possession under written instrument or judgment.

Where the occupant or those under whom he claims entered into the possession of the premises [under claim
of title, exclusive of any other right], founding the claim upon a written instrument, as being a conveyance of the
premises in question, or upon the decree or judgment of a competent court, and there has been a continued occupa-
tion and possession of the premises included in the instrument, decree or judgment, or of some part thereof, for ten
years, under the same claim, the premises so included are deemed to have been held adversely; except that when
they consist of a tract divided into lots, the possession of one lot is not deemed a possession of any other lot.

§ 512 Essentials of adverse possession under written instrument or judgment.

For the purpose of constituting an adverse possession by a person claiming a title founded upon a written in-
strument or judgment or decree, land is deemed to have been possessed and occupied in [either] any of the follow-
ing cases:

1. Where it has been usually cultivated or improved, by acts sufficiently open to put a reasonably diligent

owner on notice.
2. Where it has been protected by a substantial [iJenclosure.

3. Where, although not inclosed, it has been used for the supply of fuel or of fencing timber, either for the pur-
poses of husbandry or for the ordinary use of the occupant.

Where a known farm or a single lot has been partly improved, the portion of the farm or lot that has been left
not cleared or not inclosed, according to the usual course and custom of the adjoining country, is deemed to have
been occupied for the same length of time as the part improved and cultivated.

§ 521 Adverse possession [under claim of title not written.] not under written instrument or judgment.

Where there has been an actual continued occupation of premises, [under a claim of title, exclusive of any other
right], but not founded upon a written instrument or judgment or decree, the premises so actually occupied, and no
others, are deemed to have been held adversely.

§ 522 Essentials of adverse possession [under claim of title not written.] not under written instrument or judgment.

For the purpose of constituting an adverse possession by a person claiming title not founded upon a written
instrument or a judgment or decree, land is deemed to have been possessed and occupied in either of the following
cases: [and no others]

36 NYSBA One on One | Winter 2009 | Vol. 30 | No. 1



1. Where it has been usually cultivated or improved, by acts sufficiently open to put a reasonably diligent
owner on notice.

2. Where it has been protected by a substantial [i]lenclosure.
§ 531 Adverse possession, how affected by relation of landlord and tenant.

Where the relation of landlord and tenant has existed between any persons the possession of the tenant is
deemed the possession of the landlord until the expiration of ten years after the termination of the tenancy; or,
where there has been no written lease, until the expiration often years after the last payment of rent; notwithstand-
ing that the tenant has acquired another title or has claimed to hold adversely to his landlord. But this presumption

shall cease after the period prescribed in this section and such tenant may then commence to hold adversely to his
landlord.

§ 541 Adverse possession, how affected by relation of tenants in common.

Where the relation of tenants in common has existed between any persons, the occupancy of one tenant, person-
ally or by his servant or by his tenant, is deemed to have been the possession of the other, notwithstanding that the
tenant so occupying the premises has acquired another title or has claimed to hold adversely to the other. But this
presumption shall cease after the expiration of ten years of continuous exclusive occupancy by such tenant, person-
ally or by his servant or by his tenant, or immediately upon an ouster by one tenant of the other and such occupying
tenant may then commence to hold adversely to his cotenant.

§ 543 Adverse Possession, how affected by acts across a boundary line.

(a) Placement of non-permanent enclosures including fences, shrubbery, plantings, and similar ad-

ditions no more than twelve inches into an adjoining landowner’s property shall be deemed permis-
sive. But this presumption shall cease after the expiration of ten years at which time the ten year
period of limitations shall begin to run, or after an assertion of title communicated to the adjoining
landowner whichever is earlier.

(b) Acts of lawn mowing or similar maintenance for short distances across a boundary line and onto
an adjoining landowner’s property shall be deemed permissive.

Summary of Statutory Changes

Section 501 is new and constitutes a definition of adverse possession. Paragraph (a) embodies the well-settled
view that the subjective state of mind of the adverse possessor is immaterial. Rather the focus is upon the acts of the
adverse possessor. Paragraph (b) restates the familiar requirements that, in addition to being adverse, the possession
must be open and notorious, continuous, exclusive, and actual. The word “hostile” is not used because, properly
understood, it is synonymous with adverse. However, it has occasionally been used in the past for holding that pos-
session under a good faith mistake is not adverse.

The phrase “claim of title,” has been deleted where it appeared in the statutes, i.e., text of § 511; title and text of §
521; and title of § 522. It has at times been erroneously relied upon by some courts, which also add the phrase “claim
of right,” as a basis for inquiring into the subjective state of mind of the adverse possessor.

Sections 512 and 522 list usual cultivation or improvement among the essentials of adverse possession. The
phrase “by acts sufficiently open to put a reasonably diligent owner on notice” has been added to cultivation and
improvement to emphasize the importance of opportunity for awareness on the part of the putative true owner.

Section 543 in entirely new. It tracks § 541 which addresses adverse possession as between or among tenants
in common. Relatively minor intrusions on a neighbor’s property, by fences, shrubbery and the like, and in routine
mowing, arise quite frequently. Neither party may be aware of the true boundary line. Paragraph (a) would cause
certain intrusions of twelve inches or less to be deemed permissive for ten years, and thus require twenty years of
occupation in most cases. Paragraph (b) establishes a rule that mowing or similar acts for short distances across a
boundary line are permissive.

The former § 501 has been deleted in its entirety because it has proved inscrutable and not meaningful. In § 512,
“either of the following cases,” followed by three cases, was ungrammatical and replaced with “any” of the follow-
ing cases. In §§ 512 and 522 “enclosure” was substituted for “inclosure,” which seemed somewhat archaic.
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JUSTIFICATION:

Anew § 501 defines adverse possession. This formulation states the objective standard and rejects the subjective
state of mind approach. The statutory definition would reinforce the settled law as it was, prior to Van Valkenburgh v.
Lutz, 304 N.Y. 95 (1952), and reaffirmed in Walling. As early as 1840, the Court of Appeals held that mere knowledge
that another holds title will not defeat an adverse possessor’s claim. Humbert v. Trinity Church, 24 WEND. 587 (1840).
IN Belotti v. Bickhardt, 228 N.Y. 296, 302 (1920), the court stated that adverse possession, even when held by mistake,
can ripen into title. In Ramapo Mfg. Co. v. Mapes, 216 N.Y. 362, 370-371 (1915), the court stated that “the bona fides of
the claim of the occupant is not essential and it will not excuse the negligence of the owner in forbearing to bring his
action until after the time in the Statute of Limitations shall have run against him to show that the defendant knew
all along that he was in the wrong.” We would have an unbroken line of authority from the earlier precedents were
it not for Van Valkenburgh. In two conclusory sentences, without analysis or citation of authority, the court implicated
the subjective state of mind. The court, in the course of holding against the possessor, stated that Lutz knew the
small shed was not on his land, and that he thought the garage was entirely on his own land. Van Valkenburgh was
a 4-3 decision with the unruly and unusual fact of an adverse possession claimant who had previously obtained a
judgment establishing a prescriptive easement (a right to use someone else’s land) over the very land as to which
he was now claiming title and ownership. Additionally, the acts in question arguably did not constitute cultivation,
improvement, or an enclosure.

In Walling the Court referred to the statement in Van Valkenburgh about knowledge as “perhaps mistaken dic-
tum” that did not change the law. 7 N.Y.3d at 233. See also West v. Tilley, 33 A.D.2d 228 (4th Dep’t 1970) (Van Valken-
burgh deemed distinguishable).

There are several reasons in support of the objective standard, apart from the fact that it has been the settled law
in New York for more than a century and one-half. First, any requirement that the possessor must prove that he, and
those under whom he claims, entered without knowledge that another had title would undermine the functioning
of the statute of limitations. These statutes eliminate or minimize the dispositive impact of stale and lost evidence in
litigation. They also provide for repose after a sufficiently long period of time. If the subjective state of mind were
material in adverse possession cases, often it would be the mind-set of some ancestor or predecessor who was de-
ceased or missing. There would be no effective period of limitations in many cases.

The reasoning above is underscored by the fact that very often the doctrine of adverse possession promotes the
interest of a true owner. There may be some technical defect in the chain of title such that there is no unbroken chain
back to the sovereign. Perhaps a deed was lost or not indexed at the recorder’s office. Perhaps it was not offered for
recording. There could have been an installment sale but no deed was obtained when the last installment was paid.
In these and other cases the putative adverse possessor is in fact the true owner; there is no bona fide thirty party
claimant. The issue here will most often arise in office practice, i.e., whether the apparent owner has a marketable
title and is able to sell his property. Thus it is the doctrine of adverse possession that enables a buyer to purchase,

a lender to finance, and a title company to insure the interest of both. The objective standard of adverse possession
also enables parties, especially in urban areas, to market and develop commercial property even though there may
be an unusually small “gore” or strip between assembled parcels.

The doctrine also gives legal sanction to long-settled boundaries and the reasonable expectations of persons who
may have improved property over a period of time. In that regard, a possessor or the possessor’s predecessor may
have expended substantial money and effort in making capital improvements. If a statute of limitations has not and
cannot run in favor of the improver, he can be ejected and will have no restitution claim against the “true owner”
who will now be unjustly enriched. See, e.g., Miceli v. Riley, 79 A.D.2d 165, 436 N.Y.S5.2d 72 (2d Dep’t 1981).

Governor Spitzer, in his Veto Message—No. 153 referenced above in the Purpose of the Bill, indicated that
“adverse possession is an essential mechanism for resolving disputes regarding title to property.” He noted that a
homeowner could be sued by a third party who claims to be a “true owner” and who asserts that the homeowner,
or a predecessor, was told or knew of the claim many years earlier. The homeowner would have to recall or find
witnesses to such a conversation after memories faded or witnesses had died. In West v. Tilley, supra, the lower court
judgment in the ejectment action was entered in 1969 in favor of Mrs. Tilley, the adverse possession claimant. A
critical fact was the construction of a breakwater wall in 1925 by Mrs. Tilley’s father, apparently deceased at the time
of the litigation. It would have been an impossible burden for Mrs. Tilley to establish her father’s subjective state of
mind more than forty years earlier.

Walling itself is pertinent in this regard. Plaintiff Walling claimed title to a long triangular wedge used as his
northerly side yard. He testified that he had been told that a certain barb-wired tree that formed the northwestery
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point of the triangle was his boundary point. After the lower court granted his motion for summary judgment, the
defendants moved to renew. They relied upon a new affidavit from the predecessor in title of both parties, a Mr.
Maine, who had been on extended vacation in New Mexico. Maine’s affidavit contradicted Walling’s testimony
about the tree being pointed out to him. The lower court then amended its earlier order and held that there was a
disputed and material issue of fact as to whether Walling knew he did not have title to the disputed strip when he
entered. (Respondents’ Brief and Appendix in the Appellate Division.) Thus, the title could have turned upon cred-
ibility and recollection of witnesses about a 1986 conversation as testified to in 2004. If Walling had transferred title
at any time in that span, his testimony may not have been available at all. The factual dispute was never resolved
because the only issue in the Appellate Division and in the Court of Appeals was whether such knowledge on the
part of an adverse possessor is material.

A true owner’s burden will ordinarily be easily met. A purchaser routinely inspects property before buying.
Indeed, failure to do so may subject a purchaser to unrecorded claims because of the familiar doctrine of inquiry
notice. Further, there will generally be a survey, often updated, and a title report showing survey exceptions. Finally,
the ten year period is longer than any other limitations period, including those of many other states.

For all the above reasons, the well-settled rule, that the subjective state of mind is immaterial, is sound and also
in accord with the great majority rule in the United States. Nonetheless, there is a particular category of cases involv-
ing relatively minor intrusions on a neighbor’s property by a fence, shrubbery, or the like that is troublesome. One or
both parties may be unaware of the true boundary line; they may have expressly or impliedly assented to the struc-
ture on the assumption that it is on the boundary line. A subsequent claim of title can easily result in contentious
neighbors warring over a strip that title companies would consider de minimis. Therefore, a new § 543, which tracks §
541 dealing with tenants in common, is included. It would deem such intrusions of twelve inches or fewer as per-
missive for ten years, thus requiring twenty years of possession unless there had been an express assertion of title
communicated to the owner. This was the interpretation of § 541 in Myers v. Bartholomew, 91 N.Y.2d 630, 674 N.Y.S.2d
259 (1998). For similar reasons, the new section would also deem routine acts of mowing and similar maintenance
to be permissive. Such acts are usually sporadic rather than continuous in any event, but the new provision could
alleviate the concern of a neighbor about any need for legal action.

As indicated above, the only issue before the Appellate Division and the Court of Appeals was whether Plaintiff-
Appellant Walling’s possible knowledge was material. Whether the acts were sufficient to constitute cultivation
or improvement as a matter of law, and thus justify summary judgment, was not before either court because the
defendants did not cross appeal. But various acts were recited in the two appellate opinions. The acts included
clearing a hay field; bulldozing and depositing fill and topsoil; digging a trench and installing PVC pipe to carry
water from plaintiff’s property to and under the disputed parcel; an underground dog wire fence; mowing, grad-
ing, raking, planting, and watering the grassy area, none of which was done by defendants; placing a birdhouse
on a 10 foot pole; and installing an underground pipe that surfaced in a swale. The judgment found title in Walling
only to “the improved portion of the parcel” and not the wooded area. Nonetheless, some of the recited acts, e.g., the
underground pipe, have raised concern about whether an owner could lose title without opportunity to know of the
possession.

With respect to underground pipes, sewers, etc., the leading case is still Treadwell v. Inslee, 120 N.Y. 458 (1890), de-
cided over a century ago. The court held that an underground sewer did not give rise to a prescriptive right because
the owner must know, or the adverse use must be so visible open and notorious that knowledge of such use will be
presumed. In Albany Garage Co. v. Munson, 218 A.D. 240, 218 N.Y. Supp. 78 (3d Dep’t 1926) the owner discovered an
underground sewer when excavating its property. The court held that there was no knowledge by the owner and no
basis for charging the owner with knowledge citing Treadwell. In Town of Irondequoit v. Fischer, 267 A.D.2d 1016, 701
N.Y.S.2d 548 (4th Dep’t 1999) again the court held that an underground sewer was not open and notorious, citing
Treadwell. Recently, in City of Kingston v. Knaust, 287 A.D.2d 57, 733 N.Y.5.2d 771 (3d Dep’t 2001) the court found use
of underground caves not to be open and notorious. In Carr v. Fleming, 122 A.D.2d 540, 504 N.Y.S.2d 904 (4th Dep’t
1986), the court cited Treadwell and held that the existence of a manhole cover, on the ground above a sewer system,
created at best an issue of fact as to whether it imputed knowledge to the owner.

There are two other pertinent cases. In Panzica v. Galasso, 285 A.D. 859, 136 N.Y.S.2d 554 (4th Dep’t 1955) ten-
ants of the claimant caused their automobiles” front and rear wheels to cross onto the owner’s driveway. The court
held that such use was of a limited nature and not open and notorious. In Stupnicki v. Southern New York Fish & Gone
Ass’n. Inc., 41 M2d 266, 244 N.Y.S.2d 558 (1962), occasional walking over a road and night use for hunting were spo-
radic uses and not open and notorious.
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It seems clear that we have a continuous line of authority that underground pipes and sewers, as well as spo-
radic acts, are not open and notorious. Consequently, there is nothing wrong with existing law. Nonetheless, the bill
would amend the standard of cultivation or improvement. It adds the requirement that the acts be “sufficiently open
to put a reasonably diligent owner on notice.” This phrase added to §§ 512 and 522 is consistent with existing law
but would underscore the importance of the “open and notorious” requirement in insuring that an owner have op-
portunity to know of the adverse possession.

Finally, the new § 501, defining adverse possession, would replace the prior section, which would be repealed.
The latter enigmatic section speaks of the necessity for an action in ejectment within one year of an entry, but also
within ten years of the accrual of the original cause of action. It is very clear law that an actual retaking of possession
by a true owner will interrupt the running of the statute. Any new and subsequent possession by the adverse claim-
ant will merely cause the statute to start anew. However, a “mere entry” will not constitute an interruption. Landon
v. Townshend, 129 N.Y. 166, 29 N.E. 71 (1891). Apparently, early statutes in some states confused these two concepts
and simply required that an action be brought within one year of entry. See III American Law of Property § 15.9, pp.
809-811 (Casner ed. 1952). Other states, including New York, added the requirement of an action within ten years in
all cases. Thus the statute neither shortens nor lengthens the period in the case of a “mere entry” and is superfluous.
Repealing the section will eliminate the confusion it has at times created.

Very Respectfully,
Task Force on Adverse Possession

Robert M. Zinman, Chair
Robert E. Parella, Reporter
Peter V. Coffey

Anne Reynolds Copps
Todd Duffy

Matthew F. Fuller

Joel H. Sachs

Melvyn Mitzner

Stephen Orsetti

Karl B. Holtzschue, Chair,
Real Property Law Section
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N.Y. Real Property Law Journal, Vol. 37, No. 1, published
by the Real Property Law Section of the New York State Bar Association.
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Recent Legislation, Decisions, and Trends

By Wendy B. Samuelson

Same-Sex Marriage Update

Connecticut is the second state in the nation to
allow same-sex marriage

On October 10, 2008, Connecticut joined Mas-
sachusetts as the second state to permit same-sex
marriage in Kerrigan and Mock v. The CT Department
of Public Health. The court found that civil unions in
Connecticut (permissible since 2005), while provid-
ing some protections and responsibilities akin to
marriage, were “separate but not equal rights” and
therefore violated the state constitution’s equal protec-
tion clause.

In November, a question is on the Connecticut
ballot on whether to hold a constitutional convention
which would potentially open the door for anti-gay
rights groups to seek a ban on same-sex marriage.

California originally was the second state in the
nation to recognize same-sex marriage as a result of a
decision of California’s highest court overturning the
state’s ban on same-sex marriage. However, during
the November, 2008 general elections, Proposition §,
a proposed constitutional amendment entitled Elimi-
nate Right of Same-Sex Couples to Marry Act, passed.
The Supreme Court agreed to hear several challenges
to Proposition 8 as early as March, 2009.

Same-sex divorce in New York

CM v. CC, No. 301842-2008 NY Slip Op. 28398, 2008
N.Y. Misc. LEXIS 6011 (Sup. Ct., N.Y. Co., Oct. 14,
2008) (Richter, J.)

The court questioned whether it had subject mat-
ter jurisdiction to grant a divorce to a same-sex couple
who legally married in Massachusetts but lived in
New York. The court held that the common law
doctrine of comity required recognition of the parties’
marriage in the same way that this court recognized
a same-sex couple’s Canadian marriage in Beth R v.
Donna M, 853 N.Y.52d 501 (Sup. Ct., N.Y. Co. 2008)
(Drager, J.), as reported in my previous column. There
is no positive law barring recognition of out-of-state
same-sex marriage, as the New York Legislature has
not enacted any statute that would have prohibited
recognition of a same-sex marriage from another ju-
risdiction, nor is there any constitutional amendment
barring recognition of such marriages. Moreover,
recognition of foreign same-sex marriage is consistent
with Governor Paterson’s recent Executive Directive
dated May 14, 2008.

As discussed in my previous column, Governor
Paterson’s Executive Directive dated May 14, 2008
ordered all state agencies to begin to revise their poli-
cies and regulations to recognize same-sex marriages
performed in other jurisdictions. The New York Tax-
payers unsuccessfully challenged such Executive Di-
rective, Golden v. Paterson, 2008 N.Y. Misc. LEXIS 5838,
240 N.Y.L.J., 48 (Sup. Ct., Bronx Co. 2008) (Billings, J).
The court found that the directive did not violate State
Finance Law § 123-b since the directive was lawful,
did not encroach on the legislature’s power to regulate
same-sex marriage within the state, and merely imple-
mented the Appellate Division’s ruling of providing
comity to out-of-state same-sex marriages.

Recent Legislation

DRL § 240(1)(a) (A7089/56201), effective September
4, 2008

In the past, some judges have sanctioned par-
ents who brought allegations of abuse and neglect
that could not be proven, even though based in good
faith, by depriving them of custody or visitation. This
caused some parents who had good-faith concerns
of their child’s safety not to bring abuse and neglect
proceedings in fear of losing custody. In response, on
September 4, 2008 the Governor signed into law an amend-
ment to DRL § 240(1)(a) (A7089/S6201), which added the
following language to the statue:

If a parent makes a good faith alle-
gation based on a reasonable belief
supported by facts that the child is the
victim of child abuse, child neglect,

or the effects of domestic violence,
and if that parent acts lawfully and in
good faith in response to that reason-
able belief to protect the child or seek
treatment for the child, then that par-
ent shall not be deprived of custody;,
visitation or contact with the child, or
restricted in custody, visitation or con-
tact, based solely on that belief or the
reasonable actions taken based on that
belief. If an allegation that a child is
abused is supported by a preponder-
ance of the evidence, then the court
shall consider such evidence of abuse
in determining the visitation arrange-
ment that is in the best interest of the
child, and the court shall not place a
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child in the custody of a parent who
presents a substantial risk of harm to
that child.

Section a-1 added to DRL § 240(1) and section (e)
added to FCA § 651, effective January 23, 2009

The new provisions provide that prior to render-
ing a permanent, temporary or successive temporary
order of custody or visitation, the courts must review
Article 10 court proceedings relating to the parties, the
statewide computerized registry regarding orders of
protection and warrants of arrest, and the sex offender
registry. Any information obtained from this review
must be conveyed to the attorneys, parties (if pro se)
and the law guardian. However, courts may issue
emergency temporary orders of custody or visitation
in the event time does not permit such a review, pro-
vided such order is in the best interests of the child.
However, the mandated review must be conducted
subsequent to the issuance of the emergency order.

New DRL § 240 (3)(8), and new FCA § 446(h),
effective December 3, 2008

A court may issue an order of protection directing
a party to refrain from intentionally injuring or killing
any companion animal of the petitioner.

New DRL § 75-l, effective March 24, 2009

Subdivision 1 provides that a court is prohibited
from issuing a permanent order to modify, amend or
change any judgment or order relating to child cus-
tody that existed at the time a parent was activated,
deployed or temporarily assigned to military service,
where the reason is due to such military service.

Subdivision 2 provides that when a parent is
in military service, a court may issue a temporary
order to modify or amend a previous child custody
judgment or order where it is found, by clear and
convincing evidence, that same is in the best interest
of the child(ren). An attorney for the child must be ap-
pointed in all matters where a temporary modification
or amendment will be made. The court shall provide
for contact between the child(ren) and the parent in
military service (i.e., e-mail, Webcam or telephone)
and a parenting schedule, provided it is in the child’s
best interest.

Subdivision 3 provides that upon the parent’s
return from military service and upon either parent’s
request, a hearing shall be held to determine whether
a change in circumstances has occurred to warrant a
change, amendment or modification of the previously
issued child custody order or judgment.

Subdivision 4 clarifies that the provisions of DRL §
75-1 do not apply to “assignments to permanent duty
stations or permanent changes of station.”

Various amendments and additions to CPLR Article
52 regarding collection of money judgments,
effective January 1, 2009

Subdivisions (1), (m) and (n) are added to CPLR
5205 (personal property exempt from satisfying
money judgments).

Most substantively, subdivision (I) includes as an
exemption the first $2,500 in a bank account which
contains funds that were directly or electronically
deposited within the last 45 days. This amount will
be adjusted annually for inflation. The amendment
to CPLR 5222(h) makes clear that the first $2,500
containing exempt funds in a bank account cannot
be restrained. CPLR 5230(a) is amended to, inter alia,
reflect that an execution notice must include this new
exemption.

Amendments to CPLR 5222 (b), (d), (e) were also
made. Amendment to subdivision (e) changes the con-
tent of the restraining notice form that must be sent to
a judgment debtor.

Subdivision (h) [discussed above], (i) and (j) are
added to CPLR 5222.

Subdivision (i) sets forth that funds in a judg-
ment debtor’s banking institution account equal to
or less than 240 times the federal or state minimum
hourly wage, whichever amount is greater, cannot be
restrained, except where the court determines that
any part of said sum is not necessary for the judgment
debtor’s and his/her dependents’ reasonable require-
ments [needs]. CPLR 5230(a) is amended to, inter alia,
include this addition. See also related amendments
to CPLR 5231(b) regarding the issuance an income
execution for the enforcement of a money judgment.

CPLR 5222-a is added, which sets forth the pro-
cedure when serving a restraining notice on a natural
person’s account at a banking institution.

Related to the additions/amendments discussed
above; see also CPLR 5232, which added subdivisions

(e), (f) and (g).

Voluntary mediation program Instituted in the
Matrimonial Part of the Nassau County Supreme
Court

The Matrimonial Part of the Nassau County
Supreme Court has instituted a voluntary mediation
program. The purpose is to provide a reasonable, cost-
effective alternative dispute resolution forum for the
parties in divorce litigation. Litigants are encouraged
to take advantage of the process with assistance of
counsel, while reserving their rights to utilize litiga-
tion. All written and oral communications during
mediation are confidential. At the preliminary confer-
ence, counsel for the parties and the judge can identify
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issues that are ripe for mediation. A panel of approxi-
mately 15 mediators made up of divorce lawyers

and retired judges will be available at a reduced rate.
Other counties such as Suffolk, New York, and Erie
have similar programs.

Court of Appeals Round-up

Farkas v. Farkas, No. 144, Slip Op. 7988, 2008 N.Y.
LEXIS 3294 (Oct. 23, 2008)

This case was reviewed at the appellate level
in one of my prior columns. Since then, the Court
of Appeals had reversed that decision. The parties’
judgment of divorce provided that the wife could
enter a money judgment against the husband for the
amount due and owing to the bank in a foreclosure
action ($750,000) “without further order of the court.”
Thereafter, the wife made a superfluous motion for
the same relief, which was granted. Five years later,
the wife served a proposed order with notice of settle-
ment. The husband opposed, claiming that the wife
abandoned the judgment because she failed to serve
the proposed judgment within 60 days as required
by 22 N.Y.C.R.R. 202.48. The Supreme Court signed
the proposed judgment, but the Appellate Division
vacated it as abandoned pursuant to court rules. The
Court of Appeals reversed, finding that 22 N.Y.C.R.R.
202.48 is not applicable to the case at bar, since it only
applies to decisions and orders, and not the underly-
ing divorce judgment. The fact that the wife brought a
superfluous motion does not change this result.

Graev v. Graev, No. 139, Slip Op. 7945, 2008 N.Y.
LEXIS 3252 (Oct. 21, 2008)

Pursuant to the parties” divorce agreement, the
husband was to pay the wife $11,000 per month
maintenance until, inter alia, the wife’s “cohabitation”
with an “unrelated adult for a period of sixty sub-
stantially consecutive days.” “Cohabitation” was not
defined by the agreement. The ex-husband moved to
terminate the ex-wife’s maintenance payments based
on her boyfriend living with her in her summer home
for the aforementioned time period. The lower court
denied the ex-husband’s request to terminate mainte-
nance, ruling that while the ex-wife may have had a
“warm” relationship with her boyfriend, it fell short
of “cohabitation,” since it was platonic and they were
not financially interdependent because her boyfriend
maintained a separate residence. The First Depart-
ment affirmed, finding that cohabitation has been held
to involve an element of financial interdependence by
the couple sharing living quarters, and in this case,
they did not. The Court of Appeals reversed, find-
ing that the word “cohabitation” was ambiguous as
used in the parties’ separation agreement. In addi-
tion, neither the dictionary nor New York case law
interpreting Domestic Relations Law § 248 supplied

an authoritative or plain meaning. Therefore, the case
was remanded to the trial court for further proceed-
ings to determine the parties” intent as to the cohabita-
tion clause.

Author’s note: As a result of this ruling, the practi-
tioner should define “cohabitation” in the agreement.
One suggestion is as follows: “The wife living in or
residing overnight in the same residence with an un-
related male for a reasonably consecutive period of 60
days or more, regardless of whether the wife and the
unrelated male have a sexual relationship or receive
financial contributions from one another.”

Other Cases of Interest
Electronic Discovery

Moore v. Moore, 240 N.Y.L.J., 32, 2008 N.Y. Misc.
LEXIS 5221 (Sup. Ct., N.Y. Co., Aug. 4, 2008) (S.
Evans, J.)

The husband sought to suppress certain on-line
chats with an unrelated female that were downloaded
and saved on the hard drive of his laptop computer.
The parties stipulated to copying the hard drive of this
computer. The court held that the wife did not violate
Penal Law § 250.05, because she did not intercept a
communication, since this was a saved conversation
in a computer file. Nor did the wife violate Penal Law
§§ 156.05 (using a computer without authorization),
156.10 (computer trespass) and 156.35 (criminal pos-
session of computer related material) since the parties
stipulated to the copying of the hard drive, there was
no need to run the operating system while making the
copies, and the files on the computer were not en-
crypted nor were passwords.

Author’s note: New York is the only state that
does not have a no-fault statute. This case is a typical
example of the three-ring circus and “airing the dirty
laundry” required to prove grounds. Two no-fault
bills are currently pending before the state Assembly,
including the Bradley Bill (A-9398) and the Paulin Bill
(A-10446).

Federal Crime of Failure to Pay Support

USA v. Kerley, No. 07-1818, 2008 WL 4349237 (2d
Cir. Sept. 25, 2008)

Defendant father was convicted by a jury in the
Southern District of New York of two counts of willful
failure to pay a court-ordered child support obliga-
tion for his two daughters ($106,000) in violation of 18
U.S.C. §228(a). One question of first impression was
whether violation of a single child support order that
covers two children gives rise to one or two convic-
tions of 18 U.S.C. § 228. The court ruled that the defen-
dant should be prosecuted on only one count.
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Author’s note: 18 U.S.C. § 228, the Child Support
Recovery Act (CSRA), criminalizes willful failure to
pay past due support obligation for a period of one
year, or more than $5,000) for a child who resides in
another state. As noted in my previous column, New
York state enacted its own criminal statute regard-
ing failure to pay support, New York Penal Law §
260.05(2), which was effective November 1, 2008.

Support Enforcement

Brinckerhoff v. Brinckerhoff, 53A.D.3d 592, 862
N.Y.S.2d 98 (2d Dep’t 2008)

Where the former husband failed to make timely
payments of maintenance without litigation, the
Supreme Court properly exercised its discretion in
directing the former husband to post security with
the court to guarantee future maintenance pay-
ments. However, the security amount of $350,000 was
deemed excessive, and was reduced to $140,000.

QDRO

Berardi v. Berardi, 54 A.D.3d 982, 865 N.Y.S.2d 245
(2d Dep’t 2008)

The parties” divorce agreement provided that the
wife was entitled to one-half of the husband’s “pen-
sion, disability payment, variable supplement and 457
Fund with the NYCPD” pursuant to the Majauskas
formula, with a cutoff date of July 7, 1998. After the
parties divorced, the ex-husband continued working
for the NYPD, but in 2001 he sustained significant
lung ailments from his involvement in the September
11 rescue and recovery operation. The ex-husband
applied for accident disability benefits, which were
granted by his employer.

The former wife moved to amend the parties’
QDRO to conform it to their stipulation of settlement
regarding the allocation of defendant’s NYPD retire-
ment pension, and to incorporate her allocable share
of a 25% increase in defendant’s pension resulting
from his retirement on accidental disability. The trial
court granted the relief.

On appeal, the order was modified only to the
extent of denying that portion of the former husband’s
retirement which resulted from his accident disability
because the agreement did not specifically state “acci-
dent disability benefits.” The matter was remanded to
the court below for further determination as to which
portion of the pension constitutes marital property
and is subject to equitable distribution rather than
compensation for personal injuries, and therefore
separate property.

Interim Counsel Fees

In the wake of Prichep v. Prichep, 52 A.D.3d 61, 858
N.Y.S2d 667 (2d Dep‘t 2008)

As discussed in my previous column, the Second
Department in Prichep held that pursuant to DRL §
237, an application for interim counsel fees by the
non-monied spouse in a divorce action should not
be denied nor deferred to trial without good cause,
articulated by the court in a written decision “because
of the importance of such awards in the fundamental
fairness of the (divorce) proceedings.” Several cases
following Prichep have granted large interim awards,
including Cohen v. Cohen, 2008 N.Y. Misc. LEXIS 3890,
239 N.Y.LJ., 121 (June 17, 2008) (Ross, J.) ($30,000
interim counsel fee award); Rosenbaum v. Rosenbaum,
No. 2007-03316, Slip Op. at 2, 2008 N.Y. App. Div.
LEXIS 7679 (2d Dep’t Oct. 14, 2008) ($75,000 interim
counsel fee award); Gordon v. Gordon, No. 202475/06,
Slip Op. at 6, 20 Misc. 3d 1133A (Sup. Ct., Nassau Co.,
July 24, 2008) (Marber, J.) ($75,000 additional interim
counsel fee award).

Wendy B. Samuelson is a partner of the law firm
of Samuelson, Hause & Samuelson, LLP, located in
Garden City, New York. She has written literature
for the Continuing Legal Education programs of
the New York State Bar Association and the Nassau
County Bar Association. She authored two articles in
the New York Family Law American Inn of Court’s Annu-
al Survey of Matrimonial Law. Ms. Samuelson has also
appeared on the local radio program, “The Divorce
Law Forum.” She was recently selected as one of the
Ten Leaders in Matrimonial Law of Long Island for
the age 45-and-under division and was featured as
one of the top New York matrimonial attorneys in
Super Lawyers, 2008.

Ms. Samuelson may be contacted at (516) 294-
6666 or info@samuelsonhause.net. The firm’s Web
site is www.newyorkstatedivorce.com.

A special thanks to Carolyn Kersch for her re-
search assistance in the New Legislation section of
this article.

This article originally appeared in the Winter 2008 issue of
the Family Law Review, Vol. 40, No. 4, published by the
Family Law Section of the New York State Bar Association.
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NYSBA Guidelines for Obtaining

MCLE Credit for Writing

Under New York’s Mandatory CLE Rule, MCLE
credits may be earned for legal research-based writ-
ing, directed to an attorney audience. This might take
the form of an article for a periodical, or work on a
book. The applicable portion of the MCLE Rule, at Part
1500.22(h), states:

Credit may be earned for legal research-
based writing upon application to the CLE
Board, provided the activity (i) produced
material published or to be published in the
form of an article, chapter or book written,
in whole or in substantial part, by the ap-
plicant, and (ii) contributed substantially
to the continuing legal education of the
applicant and other attorneys. Authorship
of articles for general circulation, newspa-
pers or magazines directed to a non-lawyer
audience does not qualify for CLE credit.
Allocation of credit of jointly authored
publications should be divided between

or among the joint authors to reflect the
proportional effort devoted to the research
and writing of the publication.

Further explanation of this portion of the rule is
provided in the regulations and guidelines that pertain
to the rule. At section 3.¢.9 of those regulations and
guidelines, one finds the specific criteria and procedure
for earning credits for writing. In brief, they are as
follows:

* The writing must be such that it contributes sub-
stantially to the continuing legal education of the
author and other attorneys;

* it must be published or accepted for publication;

¢ it must have been written in whole or in substan-
tial part by the applicant;

* one credit is given for each hour of research or
writing, up to a maximum of 12 credits;

* a maximum of 12 credit hours may be earned for
writing in any one reporting cycle;

e articles written for general circulation, newspa-
pers and magazines directed at nonlawyer audi-
ences do not qualify for credit;

e only writings published or accepted for publica-
tion after January 1, 1998 can be used to earn
credits;

e credit (a maximum of 12) can be earned for
updates and revisions of materials previously
granted credit within any one reporting cycle;

* no credit can be earned for editing such writings;

¢ allocation of credit for jointly authored publica-
tions shall be divided between or among the joint
authors to reflect the proportional effort devoted
to the research or writing of the publication;

¢ only attorneys admitted more than 24 months
may earn credits for writing.

In order to receive credit, the applicant must send
a copy of the writing to the New York State Continu-
ing Legal Education Board, 25 Beaver Street, 8th Floor,
New York, NY 10004. A completed application should
be sent with the materials (the application form can be
downloaded from the Unified Court System’s Web site,
at this address: www.courts.state.ny.us/mcle.htm (click
on “Publication Credit Application” near the bottom of
the page)). After review of the application and materi-
als, the Board will notify the applicant by first-class
mail of its decision and the number of credits earned.

If you have written an article you would like considered
for publication in One on One, (the General Practice Sec-
tion Newsletter), please contact: Martin Minkowitz, Editor,
Stroock & Stroock, LLP, 180 Maiden Lane, New York, NY
10038 or mminkowitz@stroock.com. Articles should be sub-
mitted in word format (No PDFs please) and should include
your biographical information.
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Ethics Opinion No. 822

Committee on Professional Ethics of the New York State Bar Association
6/27/08

Topic:

Lawyer’s duty to report violation of
disciplinary rule
Clarifies: N.Y. State 531

Digest: A lawyer who satisfies the prerequisites to

trigger mandatory reporting of a Disciplinary
Rule by another lawyer must report such
conduct to an appropriate authority, such

as a tribunal (in a litigated matter) or to the
appropriate Grievance Committee. Filing a
report with a lawyer assistance program is
not sufficient.

Code: DR 1-102(A), 1-103(A); EC 1-4
Question
1. If alawyer has an obligation to report a viola-
tion of a Disciplinary Rule by another lawyer,
to whom must the lawyer report? Does filing a
report with a lawyer assistance program satisfy
the reporting requirement?
Opinion
2. In certain circumstances a lawyer is required by

the Code of Professional Responsibility to report
a violation of a Disciplinary Rule to the appro-
priate authority. DR 1-103(A) provides:

A lawyer possessing knowledge, (1)
not protected as a confidence or se-
cret, or (2) not gained in the lawyer’s
capacity as a member of a bona fide
lawyer assistance or similar program
or committee, of a violation of DR
1-102 that raises a substantial ques-
tion as to another lawyer’s honesty,
trustworthiness or fitness as a lawyer
shall report such knowledge to a
tribunal or other authority empow-
ered to investigate or act upon such
violation.

DR 1-102(A) provides:

Alawyer or law firm shall not: (1)
Violate a disciplinary rule. (2) Cir-
cumvent a Disciplinary Rule through
the actions of another. (3) Engage in
illegal conduct that adversely reflects

on the lawyer’s honesty, trustworthi-
ness or fitness as a lawyer. (4) Engage
in conduct involving dishonesty,
fraud, deceit, or misrepresentation.
(5) Engage in conduct that is prejudi-
cial to the administration of justice.
(6) Unlawfully discriminate in the
practice of law. . ..

3. The New York State Bar Association has a

Lawyer Assistance Program (LAP) to deal with
issues of alcohol abuse, substance abuse, and
related mental health issues. There are also 17
similar committees formed by local bar associa-
tions. According to its statement of purpose, the
NYSBA LAP provides education and confiden-
tial assistance to lawyers, judges, law school
students, and immediate family members who
are affected by the problems of substance abuse,
stress, or depression. Its goal is to assist in the
prevention and early identification of problems
that can affect professional conduct and qual-
ity of life and to assist in arranging appropriate
intervention where such problems are identi-
fied. The services provided by the NYSBA LAP,
for example, include early identification of
impairment; motivating impaired attorneys to
seek help; assessing and evaluating the problem
and developing an appropriate treatment plan;
providing information on training programs on
alcoholism, drug abuse and stress management;
and referring impaired attorneys to commu-
nity resources, self-help groups, outpatient
counseling, or detoxification and rehabilitation
services.! Lawyers who serve on committees or
programs have no obligation to report a viola-
tion of DR 1-102.7

. This opinion deals with the obligations of

lawyers who do not serve on such committees.
In N.Y. State 635 (1992) we discussed the four
prerequisites that must be met before a lawyer
has a reporting obligation under DR 1-103(A).
They are:

(1) The lawyer must possess a suffi-
cient degree of knowledge of ostensi-
bly wrongful conduct; a mere suspi-
cion of misconduct is not sufficient.
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(2) Any knowledge included in the
lawyer’s report must not be protect-
ed as a confidence or secret.

(3) The conduct in question must
violate a Disciplinary Rule.

(4) The violation must raise a sub-
stantial question as to the lawyer’s
honesty, trustworthiness or fitness.

For purposes of this opinion we assume that

a lawyer has satisfied all four tests; that is, the
lawyer has a sufficient degree of knowledge of
a violation of a Disciplinary Rule by another
lawyer that raises a question about the other
lawyer’s honesty, trustworthiness or fitness and
that knowledge is neither a confidence or secret.
Thus, the lawyer has a mandatory reporting
obligation under DR 1-103(A). The question this
opinion addresses is to whom the lawyer must
report.

DR 1-103(A) requires a lawyer to report the
knowledge of a violation “to a tribunal or other
authority empowered to investigate or act upon
such violation.” The inquirer asks whether
reporting to an LAP would satisfy that obliga-
tion. In our opinion, while lawyers are to be
encouraged to refer to an LAP lawyers who are
abusing alcohol or other substances or who face
mental health issues, such a referral would not
satisfy the ethical reporting requirement.?

DR 1-103 requires reporting to a tribunal or
other authority empowered to investigate or

act upon such violation. Although the Code
does not further specify to whom reporting is
required, the phrase “investigate or act” sug-
gests that the “authority” must be a court of
competent jurisdiction or a body having en-
forceable subpoena powers. Thus, a violation in
the course of litigation could be reported to the
tribunal before which the action is pending. In
both a litigation and a non-litigation context, the
report could be filed with a grievance or disci-
plinary committee operating under the powers
granted to them by the Appellate Division of the
State Supreme Court pursuant to Section 90 of
the Judiciary Law and court rules.* The report
could be filed with the grievance committee in
the Appellate Department in which litigation is
pending or with the grievance committee in the
Department where the lawyer is admitted or
where the prohibited conduct occurred.

The report need not be made immediately or
without some reasonable effort at remediation,

particularly where the consequences of report-
ing the violation may be more harmful to the
lawyer’s client than some alternative course

of action.> Once a report has been made to an
appropriate authority, notwithstanding the
existence of other authorities to which the report
could have been made, the reporting lawyer’s
obligation under the Code will be deemed
satisfied.®

In N.Y. State 531 (1981), the Committee, in

holding that members of an LAP may ethically

refrain from reporting professional misconduct,
noted that the LAP “committee of the bar stands
in a position analogous to that of ‘a tribunal or
other authority empowered to investigate or
act.”” In this opinion we clarify that an LAP is
not an appropriate authority to which miscon-
duct can be reported. In contrast to a tribunal
or grievance committee, an LAP has no formal
powers. LAP services are voluntary. Although
an LAP may seek to assist a lawyer in need of
assistance, the lawyer does not need to respond
and may refuse the assistance of the LAP. Fur-
thermore, without the assistance of the affected
lawyer, the LAP has no power to investigate
whether the impairment has resulted in a viola-
tion of a Disciplinary Rule.

The purpose of the reporting requirement is to
assist courts, disciplinary agencies and other
authorities in policing members of the bar.” The
focus of an LAP is on assisting in the lawyer’s
recovery process, not on any code violations that
may have resulted from the lawyer’s impair-
ment. Disciplining a lawyer for a Code violation
may be at odds with the recovery process. The
fact that a lawyer’s impairment has resulted in
a violation of the profession’s disciplinary rules
may be a lever to convince the lawyer that he

or she needs help. The process of obtaining that
help, however, will not satisfy the profession’s
obligation to regulate itself.

Conclusion
10. A lawyer who is required under DR 1-103(A)

to report knowledge of misconduct “that raises
a substantial question as to another lawyer’s
honesty, trustworthiness or fitness as a lawyer”
may report that knowledge to those agen-

cies described above. Reporting the lawyer’s
conduct to a lawyer assistance program, while
salutary, does not satisfy the lawyer’s ethical
reporting requirement.
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Endnotes

1.

See http:/ /www.nysba.org/Content/NavigationMenu /ForAt-
torneys /LawyerAssistanceProgramLAP / Lawyer_Assistance_
Pr.htm.

DR 1-103(A); see also Judiciary Law § 499 (treating the confi-
dential information provided to lawyers on such committees as
privileged).

We note that lawyers may refer other lawyers to an LAP in
situations where the alcohol or substance abuse or mental
health issue has not resulted in any violation of a Disciplinary
Rule. A lawyer in such a situation may not be so impaired that
the lawyer’s representation of clients is affected. For example,
the lawyer may suffer from stress and depression and need
assistance but still be able to perform legal work competently.
See generally ABA Formal Op. 03-429 (obligations with respect
to mentally impaired lawyer within a law firm); ABA Formal
Op. 03-431 (lawyer’s duty to report rule violations by another
lawyer who may suffer from disability or impairment).

See, e.g., Nassau County 98-12 (if reporting is required, lawyer
can report to the court or to the grievance committee); N.Y. City
1995-5 (misconduct should be reported to the appropriate disci-
plinary or grievance committee). Cf. People v. Romero, 91 N.Y.2d
750, 698 N.E.2d 424, 675 N.Y.S.2d 588 (1998) (holding that N.Y.
Jud. Law § 476-a(1) authorized the attorney general to bring a
civil action for unauthorized practice of law).

See, e.g., U.S. v. Cantor, 897 F. Supp. 110 (S.D.N.Y. 1995) (“DR
1-103 must be read to require reporting . . . within a reasonable
time under the circumstances”); N.Y. City 1990-3 (“While it may
be permissible in certain limited circumstances to postpone
reporting for a brief period of time, we reiterate our caution

... that “once a lawyer decides that he or she must disclose
under DR 1-103(A), any substantial delay in reporting would
be improper.””); N.Y. City 81-40. Cf. U.S. v. Turkish, 470 E. Supp.
903, 909 n.7 (S.D.N.Y. 1978) (prosecutor who believes defense
counsel’s representation of multiple clients is a conflict problem
could “in most instances” satisfy DR 1-103(A) by raising the
problem directly with the attorney, and then, if necessary, the
clients themselves).

See Nassau County 88-10 (“The code requires that the matter
be brought to the attention of the grievance committee, but
does not require that it also be reported to the district attorney
or other appropriate prosecuting agency having jurisdiction of
such matters”).

EC 1-4 (“The integrity of the profession can be maintained only
if conduct of lawyers in violation of the Disciplinary Rules

is brought to the attention of the proper officials”); see also
Restatement Third, The Law Governing Lawyers § 5 cmt i (col-
lecting authorities regarding the reporting obligation); Matter
of Wieder, 80 N.Y.2d 628, 636, 609 N.E.2d 105, 108, 593 N.Y.S.2d
752,755 (1992) (noting that the legal profession relies upon
lawyers to report appropriate cases to protect the public and
the integrity of the Bar).
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Ethics Opinion No. 823

Committee on Professional Ethics of the New York State Bar Association
6/30/08

Topic:

Joint representation; conflict of interest;
withdrawal

Digest: A lawyer cannot continue to represent

Code:

joint clients in litigation if their strategies
significantly diverge. The lawyer can
continue to represent one of the joint clients
in the litigation if the former client provides
informed consent to the future representation
and the lawyer can represent the current
client zealously and competently. The

lawyer is required to comply with the court’s
procedures for withdrawal.

DR 2-110(A)(1), (2); 4-101(C); 5-105(A), (B),
(C); 5-108(A); EC 7-8, 7-9.

Questions

1.

May a law firm continue to represent joint
clients whose strategies significantly diverge in
litigation?

May a law firm continue to represent one of the
joint clients in the litigation after the conflict
arises and, if so, under what circumstances?

Opinion

3.

Alaw firm represents “X” and “Y” in litiga-
tion. Prior to the firm’s representation of these
two clients, they were co-owners of a business,
which they then sold. The purchasers sued X
and Y. At the outset of the litigation, the interests
of X and Y were identical. X and Y interposed a
counterclaim against the purchasers.

For unknown reasons, the plaintiff purchasers
have not vigorously pursued the litigation. X
desires to pursue the counterclaim aggressively.
Y, however, has directed the lawyer to do noth-
ing and let things remain quiescent.

Alawyer may represent multiple clients in the
same or related matters unless (i) the exercise of
independent professional judgment on behalf of
one client will be or is likely to be adversely af-
fected by the lawyer’s representation of another
client, or (ii) the multiple representation would
likely involve the lawyer in representing differ-
ing interests.' In cases where multiple represen-

tation would give rise to an adverse effect on
independent professional judgment or repre-
sentation of differing interests, a lawyer may un-
dertake or continue the multiple representation
if a disinterested lawyer would believe that the
lawyer can competently represent the interest of
each and if each consents to the representation
after full disclosure of the implications of the
simultaneous representation and the advantages
and risks involved.?

. We addressed the representation of joint clients

prior to contemplated litigation in N.Y. State

787 (2005). There, the inquiring lawyer was
retained to represent a woman on her personal
injury claim and her spouse on a derivative loss-
of-services claim. The husband subsequently
abandoned the wife, and she obtained a divorce.
The lawyer and the wife lost contact with the
client/former husband. Prior to commencement
of personal injury litigation on behalf of the
husband and wife, a settlement offer was made
to the wife, who wanted to accept it.

. We observed that if assisting the wife to procure

the settlement would prejudice the husband’s
derivative claim, the lawyer was required to
withdraw from both representations:

Continuing to represent both parties
would involve a simultaneous repre-
sentation of “differing interests.” Spe-
cifically, the lawyer would be forced
to choose between settling the wife’s
claim and thus barring the husband
from pursuing his loss of consortium
claim, or advising the wife to reject
the settlement offer that she wishes
to accept in order to preserve the
husband’s claim. In this situation the
lawyer could proceed only with the
husband’s informed consent, which
would require explaining to the hus-
band the risk that the loss of consor-
tium claim may be compromised.

The consent required under DR 5-105(C) could
not be obtained from the husband, who could
not be located.
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8.

10.

Not every disagreement regarding the course to
be charted in litigation rises to the level of differ-
ing interests. EC 7-7 provides, “In certain areas
of legal representation not affecting the merits of
the cause or substantially prejudicing the rights
of the client, a lawyer is entitled to make deci-
sions.”3 EC 7-8 states that, in areas in which the
client is to make the decision, the lawyer should
“exert best efforts to ensure that decisions of the
client are made only after the client has been
informed of relevant considerations.” But where
joint clients, having received appropriate advice,
determine to pursue diametrically opposed
strategies, either of which is consistent with

law and the lawyer’s ethical responsibilities, a
conflict of interest exists. In the circumstances

of this inquiry, moreover, the conflict is not
consentable, because the firm cannot simultane-
ously pursue both clients” objectives—a disinter-
ested lawyer could not conclude that the lawyer
could competently represent the interests of
each client. Therefore, the firm cannot continue
to represent both clients in the matter.

Whether the firm can continue to represent
either X or Y in the litigation is governed largely
by DR 5-108(A), which provides:

Alawyer who has represented a
client in a matter shall not, without
the consent of the former client after
full disclosure: (1) Thereafter repre-
sent another person in the same or a
substantially related matter in which
that person’s interests are materially
adverse to the interests of the former
client. (2) Use any confidences or
secrets of the former client except as
permitted by section DR 4-101(C),

or when the confidence or secret has
become generally known.

Here, the firm’s continued representation of X in
this matter, who wishes to pursue the counter-
claim aggressively, could be materially adverse
to the interests of Y, who prefers that nothing

be done, apparently in an effort not to arouse
sleeping dogs. Similarly, the firm’s continued
representation of Y may be materially adverse
to X, if achieving Y’s goal (no action) would be
expected to require the lawyer to take action in-
consistent with X’s goal of vigorous prosecution
of the counterclaim. In either case, unless the
clients validly consented in advance to continu-
ing representation of one of them in the event of
a conflict emerging, the firm needs to obtain the
informed consent of the former client after full

11.

12.

disclosure. Insofar as necessary to avoid mis-
understanding, the firm should explain that the
former client is under no obligation to consent
to allow the firm to represent the other client
and “that no negative consequences will attend
[a] denial of consent.”*

Likewise, while there generally are no confi-
dences between co-clients,® to the extent that
the lawyer has acquired, under an understand-
ing of confidentiality, information not known

to the proposed continuing client, “[t]he former
client must also be informed that she has the
right to insist that all of her confidences and
secrets or specific confidences and secrets be
held inviolate.”® In that circumstance, the firm
must also consider whether it can competently
represent the interest of the continuing client
while keeping the former client’s confidence.
Any restriction placed on the firm by the former
client to preserve certain information protected
as a confidence or secret may present a compro-
mising influence that may prevent the firm from
representing the current client competently and
zealously.”

In withdrawing from representing X and/orY,
the firm must comply with the court’s proce-
dures pertaining to withdrawal.® In seeking to
withdraw, the firm must take steps “to the ex-
tent reasonably practicable to avoid foreseeable
prejudice to the rights of the client[s], including
giving due notice to the client[s], allowing time
for employment of other counsel, delivering to
the client[s] all papers and property to which
the client[s are] entitled and complying with ap
plicable laws and rules.”?

Conclusion

13.

A lawyer cannot continue to represent joint cli-
ents in litigation if their strategies significantly
diverge. The lawyer can continue to represent
one of the joint clients in the litigation if the
former client provides informed consent to

the future representation and the lawyer can
represent the current client zealously and com-
petently. The lawyer is required to comply with
the court’s procedures for withdrawal.

Endnotes
DR 5-105(A), (B).
DR 5-105(C).

EC 7-9 adds, “In the exercise of the lawyer’s professional judg-
ment on those decisions which are for the lawyer’s determina-
tion in the handling of a legal matter, a lawyer should always

act in a manner consistent with the best interests of the client.”

1.
2.
3.
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N.Y. County 716 (1996).

See, e.g., Allegaert v. Perot, 565 F.2d 246, 250 (2d Cir. 1977) (“Nei-
ther Walston nor anyone connected with it could have thought
... that any information given to the law firms conceivably
would have been held confidential from the primary clients of
the firms.”); Moritz v. Medical Protective Co., 428 F. Supp. 865,
872 (W.D. Wis. 1977) (“communications by either client to [the
lawyer] concerning the subject matter of the . . . suit . . . were
not privileged as to the other client and were not confidences.
... Nor were they ‘secrets’ within the meaning of Canon 4.”);
RESTATEMENT (THIRD) OF THE LAW GOVERNING LAWYERS § 60 cmt.
1(2000) (“Sharing of information among the co-clients with
respect to the matter involved in the representation is normal
and typically expected.”).

6.  N.Y. County 716 (1996); see N. Y. State 555 (1984) (lawyer may
not disclose to one joint client confidential communications
from the other joint client relating to the subject matter of the
representation, absent express or implied consent).

Attorneys who represent joint clients in the same matter
should, in advance of the joint representation, reach an agree-
ment with the joint clients as to the sharing of confidential
information. See RESTATEMENT (THIRD) OF THE LAW GOVERNING
LAWYERS § 60, cmt [ (2000) (“Co-clients . . . may explicitly agree
to share information. Co-clients can also explicitly agree that

the lawyer is not to share certain information, such as described
categories of proprietary, financial, or similar information with
one or more other co-clients. . . .”); ABA Model Rule 1.7 cmt. 31
(“The lawyer should, at the outset of the common representa-
tion .. ., advise each client that information will be shared and
that the lawyer will have to withdraw if one client decides that
some matter material to the representation should be kept from
the other.”). As recently noted by the ABA’s Committee on Eth-
ics and Professionalism, “[c]larifying expectations at the onset
of the representation is always preferable in these situations,
and may affect the ability of the lawyer to continue represent-
ing one or the other client after difficulties arise.” ABA Formal
Opinion 08-450, n.21.

7. See ABA Formal Opinion 08-450, at 1 (“a conflict of interest
arises when the lawyer recognizes the necessity of revealing
confidential information relating to one client in order effec-
tively to carry out the representation of another”).

8. DR2-110(A)(1) (“If permission for withdrawal from employ-
ment is required by the rules of a tribunal, a lawyer shall not
withdraw from employment in a proceeding before that tribu-
nal without its permission.”); see, e.g., CPLR 321(b) (change or
withdrawal of attorney).

9. DR2-110(A)(2).

Are you feeling overwhelmed?

The New York State Bar Association’s Lawyer Assistance Program can help.

i
Illll NEW YORK STATE BAR ASSOCIATION
~vsBa LAWYER ASSISTANCE PROGRAM

We understand the competition, constant stress,
and high expectations you face as a lawyer,
judge or law student. Sometimes the most
difficult trials happen outside the court.
Unmanaged stress can lead to problems
such as substance abuse and depression.

NYSBA's LAP offers free, confidential help.
All LAP services are confidential

and protected under section 499 of
the Judiciary Law.

Call 1.800.255.0569
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Ethics Opinion No. 824

Committee on Professional Ethics of the New York State Bar Association

7/2/08

Topic:  Conlflicts of interest—lawyer’s own
interest; providing legal services without
compensation

Digest:  An attorney may, without compensation,
provide a service of monitoring or reviewing
a client’s investments to identify any potential
claims, even though the attorney may later be
considered to handle, with compensation, any
resulting litigation.

Code: DR 1-106; 2-103; 5-101.

Question
1. May an attorney, at the request of a client, review
the client’s investment portfolio in order to iden-
tify any potential securities fraud claims that the
client might have in connection with its invest-
ments, without charging the client a fee for this
service?

Facts

2. Alaw firm regularly represents plaintiffs in the
field of securities fraud litigation. As part of its
practice, the firm monitors the investment portfo-
lios of existing institutional, pension fund clients.
The service involves the client retaining a law
firm to monitor the client’s investments. The law-
yer agrees to notify the client when the lawyer
identifies a potential securities fraud claim that,
in the opinion of the lawyer, might be pursued by
the client. Once notified, the client is free to take
no action, hire another lawyer to represent it in
connection with the claim, or hire the monitor-
ing lawyer to handle the matter. The monitoring
lawyer does not charge any fee to the client for
the monitoring service. Should the client select
the monitoring firm to represent it, the subse-
quent litigation is handled pursuant to a separate
retainer agreement entered into between the cli-
ent and the lawyer after the client has made the
decision to pursue the matter.

Opinion

3. There is nothing in the Lawyers” Code of Profes-
sional Responsibility prohibiting an attorney
from providing legal services without compensa-
tion. The fact that the reviewing attorney would
be considered to handle any resulting litigation
does not change that conclusion. We note that
the arrangement to provide a monitoring service

creates an attorney-client relationship, with all
rights, responsibilities and obligations that ap-
ply whenever an attorney-client relationship is
established. Among those responsibilities and ob-
ligations under the Disciplinary Rules are those
pertaining to conflicts of interest and confidences
of clients.

DR 5-101 provides that “[a] lawyer shall not ac-
cept or continue employment if the exercise of
professional judgment on behalf of the client will
be or reasonably may be affected by the lawyer’s
own financial, business, property, or personal
interests.” We do not believe that a lawyer’s
interest in being hired to pursue any potential
securities fraud claim he or she may uncover
creates a conflict under this clause. It is inherent
in the attorney-client relationship that a lawyer
may benefit from a recommendation that legal
services are needed with respect to a particular
problem.

Because the described monitoring services are le-
gal services involving the professional judgment
of a lawyer, the provisions of DR 1-106, relating
to the provision of legal and non-legal services
by a lawyer or law firm, are not relevant to the
inquiry. We note that, while it would be prudent
to prepare an engagement letter or retainer agree-
ment with respect to the free monitoring service,
none is required by the New York engagement
letter rules, because the monitoring lawyer is not
expected to charge $3,000 or more for the ser-
vice.! The practitioner considering undertaking
such an arrangement must, however, assure com-
pliance with the rules prohibiting solicitation.?
This opinion does not address issues of substan-
tive law.

Conclusion

6.

A lawyer may accept retention by a client, with-
out compensation, to review the client’s invest-
ment portfolio in order to identify any potential
securities fraud claims that the client may have,
under the circumstances described above, even
though the client may retain the lawyer, on a
paying basis, to handle any resulting litigation.

Endnotes
1.  22N.YCRR §1215.2(1).
2. DR2-103.
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Ethics Opinion No. 825

Committee on Professional Ethics of the New York State Bar Association
7/15/08

Topic:

Third-party payors; clients referred by,
and legal services paid for by, Employee
Assistance Program.

Digest: There is no ethical bar to lawyer providing

legal services by telephone to client referred
to the lawyer, and paid for by, an Employee
Assistance Program, nor to accepting
ancillary private retention by such clients.

Code: DR 2-103(A), (D), (F)(4); 4-101; 5-101; 5-103;
5-105; 5-105(E); 5-107(A), (B); 5-108; 5-108(A)
(2); 6-101. EC 2-34, 8-3.
Questions
1. May a lawyer ethically provide legal services via

telephone consultation with clients referred by
an Employee Assistance Program that pays the
lawyer for those services?

May the lawyer ethically accept private reten-
tion from such employees when their matters
cannot be resolved via telephone, and additional
legal work not covered by the EAP is required?

Opinion

3.

The evolution of programs intended to make
relatively inexpensive legal services available to
underserved populations has long been encour-
aged by the bar.! Employee Assistance Programs
(EAPs) are employee benefit programs offered
by some employers, often in conjunction with

a health insurance plan. EAPs are intended to
help employees deal with personal problems
that might adversely impact their work per-
formance or health. Some EAPs include free

or reduced-price legal services offered by one
or more lawyers or law firms with which the
EAP contracts for this purpose. While employ-
ees may be referred to an EAP provider by the
employer’s human resources department, the
employer generally does not otherwise know
who is using the program unless there are ex-
tenuating circumstances and the proper release
forms have been signed.

The primary ethical question is one of third-

party referral and payment, and provided the
Code is in all other respects fully honored, we
believe that the proposed arrangement is ethi-

cally permissible. A number of the most salient
considerations are outlined below.

. First, while third-party payment for legal

services is common, the lawyer receiving such
payment must comply with DR 5-107(A) and
(B), by making full disclosure to the client and
obtaining the client’s consent to the arrange-
ment, and ensuring that the employer-payor
does not direct or regulate the lawyer’s profes-
sional judgment or compromise the lawyer’s
duty to maintain confidences.?

. Second, to the extent the lawyer offers any-

thing of value in exchange for the referral of
EAP clients to the lawyer, DR 2-103(F) may be
applicable. DR 2-103(F)(4) sets forth the circum-
stances under which a lawyer may “be recom-
mended, employed or paid by, or may cooperate
with,” a “bona fide organization which recom-
mends, furnishes or pays for legal services to its
members or beneficiaries.” As long as the EAP
has procedures to provide appropriate relief for
employees who assert that representation by
counsel furnished by the EAP would be “unethi-
cal, improper or inadequate under the circum-
stances of the matter involved,” most EAPs will
meet those requirements.’

. Third, the fact that these clients are served

by telephone consultations does not limit the
lawyer’s obligations with respect to conflicts of
interest. All of the duties imposed by DR 5-101
(personal interests), DR 5-105 (concurrent rep-
resentation), DR 5-108 (former client conflicts),
and DR 5-102 (lawyer as witness) must be ful-
filled. Also, DR 5-105(E) requires that the lawyer
keep records sufficient to identify conflicts with
respect to these clients.

. Fourth, the lawyer’s duties in respect of client

confidences and secrets, as defined in DR 4-101
and DR 5-108(A)(2), must be honored, notwith-
standing the brevity of the interaction with these
EAP clients.

. Fifth, the rules on in-person solicitation of work

set forth in DR 2-103(A) do not bar in-person
or telephone solicitation of existing or former
clients, but the lawyer may not seek such work
if the particular employee has made known a
desire not to be so solicited.*
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10. Sixth, under DR 6-101, the lawyer must provide

competent representation in these matters. A
determination that the complexity of a problem
is such that a telephone consultation will be

insufficient must be communicated to the client.

As we opined in N.Y. State 664 (1994), “[c]om-
petent representation in a particular [telephone
consultation] may require” a great deal more

than merely providing general legal advice. Any

limitation on the scope of the advice offered
must be disclosed.

11. Finally, although we do not opine on issues

of law, we note that New York’s engagement-
letter rules, found at 22 N.Y.C.R.R. Part 1215,
may require the lawyer to set forth the scope
of the engagement and the billing arrangement
(among other things) in an engagement letter
to, or retainer agreement with, the employer.

Those rules also may require a separate letter to,
or retainer agreement with, the employee-client

for any matters undertaken that are to be paid
for by the employee-client if the fees from that

separate engagement are expected to amount to

$3,000 or more.

12. We assume in respect of the second question

that the EAP has no objection to the lawyer
accepting private retention from its referred

clients. If that is correct, and the lawyer does not

improperly seek to be paid separately for work
covered by the EAP, we see no reason under
the Code why the lawyer may not accept such
work.®

Conclusion

13. Subject to the conditions described above

respecting compliance with all relevant Code
provisions, the two questions are answered in
the affirmative.

Endnotes

1.

See EC 2-34 and EC 8-3, encouraging lawyers to provide ser-
vices to persons of limited means.

Cf. N.Y. State 721 (1999) (lawyer may agree to insurance com-
pany’s requirement that lawyer use a legal research service as
long as, inter alia, this does not lead to inadequate representa-
tion or constrain the lawyer’s professional judgment on behalf
of the client).

DR 2-103(F)(4)(d). We do not decide in this opinion whether a
discount offered by the lawyer to the employer, as the person
paying fees for representation of another, would constitute
giving something of value to obtain employment by the client,
but we merely observe that the requirements of DR 2-103(F)
(4) may apply to EAPs. DR 2-103(D) states that “[a] lawyer
shall not compensate or give anything of value to a person or
organization to recommend or obtain employment by a client,

or as a reward for having made a recommendation resulting in
employment,” with certain enumerated exceptions. DR 2-103(F)
(4) provides one such exception:

Alawyer or the lawyer’s partner or associate or
any other affiliated lawyer may be recommended,
employed or paid by, or may cooperate with one
of the following offices or organizations which
promote the use of the lawyer’s services or those
of a partner or associate or any other affiliated
lawyer, or request one of the following offices or
organizations to recommend or promote the use
of the lawyer’s services or those of the lawyer’s
partners or associate, or any other affiliated
lawyer as a private practitioner, if there is no
interference with the exercise of independent
professional judgment on behalf of the client:

* % X

Any bona fide organization which recom-
mends, furnishes, or pays for legal services to its
members or beneficiaries provided the following
conditions are satisfied:

a. Neither the lawyer, nor the lawyer’s partner,
nor associate, nor any other affiliated lawyer nor
any non-lawyer, shall have initiated or promoted
such organization for the primary purpose of pro-
viding financial or other benefit to such lawyer,
partner, associate or affiliated lawyer.

b. Such organization is not operated for the pur-
pose of procuring legal work or financial benefit
for any lawyer as a private practitioner outside of
the legal services program of the organization.

c. The member or beneficiary to whom the legal
services are furnished, and not such organization,
is recognized as the client of the lawyer in the
matter.

d. The legal service plan of such organization pro-
vides appropriate relief for any member or ben-
eficiary who asserts a claim that representation
by counsel furnished, selected or approved by the
organization for the particular matter involved
would be unethical, improper or inadequate
under the circumstances of the matter involved;
and the plan provides an appropriate procedure
for seeking such relief.

e. The lawyer does not know or have cause to
know that such organization is in violation of ap-
plicable laws, rules of court or other legal require-
ments that govern its legal service operations.

f. Such organization has filed with the appropri-
ate disciplinary authority, to the extent required
by such authority, at least annually a report with
respect to its legal service plan, if any, showing
its terms, its schedule of benefits, its subscription
charges, agreements with counsel and financial
results of its legal service activities or, if it has
failed to do so, the lawyer does not know or have
cause to know of such failure.

4. DR2-103(A)Q)(b).

Cf. N.Y. State 810 (2007) (outlining circumstances in which
public officer or government-employed lawyer, and private con-
tractors working for county legal services office, may represent
those encountered through a legal services program).
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Welcome New General Practice Section Members
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