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representation of Ed might be limited by decisions she makes. There are four principle issues

the parcel next to the plant, the gift of the jaguar, and the potential problem with sexual

relations.

25% Interest in the Business

In the agreement made with Ed, Ann refuses to be paid in installments with interest, but

insists on having an interest in the business. Before discussing the issue with respect to the

interest in the business, it is important to note that it was a wise decision for Ann to avoid the

installment offer with interest. A lawyer is not allowed to loan money to a client. A lawyer can

not even pay expenses for the client except in a few delineated circumstances, as in the case of

an indigent client or if the case is on a contingency basis and money can be expended on

litigation expenses. Allowing Ed to pay in installments with interests is tantamount to a loan,

which is prohibited, and Ann would have been subject to discipline if she so complied with Ed's

wishes in this regard

With respect to the 25% interest in Ed's business, Ann may be subject to discipline for

an unreasonable fee, depending on the circumstances. Primarily, a lawyer is not allowed to

take an interest in a litigated matter. Since this interest was being taken from the starting up of

Ed's business and there was non-litigation work, an interest in the concern is permissible
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success of the business. Since Ann is bearing this risk, this is a point in her favor
However,

Ann does believe that Ed's business plan will likely succeed and because of this, that means

such endeavors. 5%-10% seems to me more reasonable, but it all really depends. If Ed

objects to the charging of such a fee he would have to come up with comparables to debate

about.

In California, there are a couple of additional factors that the courts consider: relative

sophistication and informed consent. In this case, Ed seemingly gave informed consent to

giving up 25% of his business, but he does not appear to be relatively sophisticated. There was

an interesting California case that dealt with relative sophistication that included a lawyer getting

exhorbitant fees from a big Silicon Valley company after doing no work because the case

settled, for the reason that the company was sophisticated and gave informed consent to the

representation. Ed could use the fact that he was not very sophisticated in California to show

that the 25% was unreasonable On the other hand, Ann could use the informed consent to

argue for herself.

Another mistake Ann apparently made was to enter into a business transaction with a

client without going through the necessary hoops. Ann prepared the articles of incoporation

the by-laws, and the shareholder's agreement between herself and Ed. The compositiion and

signing of the shareholder's agreement is a business transaction with a clients. There are
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attorney who knows about it reports the behavior.

foreseeable to involved more than $1000 need to be written. This agreement seemingly should

be in writing There is no mention of this fact, but it is necessary for it to be.

II. Purchase of the Parcel

In the second stage of Ann's representation to Ed, she entered into an agreement for a

foreseeble to be more than $1000, then it must be in writing. The ABA does not require such

Thean agremeent to be in writing, but it still must be sufficiently explained to the client.

representation entailed dealing with the legal issues for the purcahse of proerty and building of

a plant Conflict of interest issues can pop up if an attorney's representation is materially

limited by responsibilities pursuant to another interest. Since Ann has an interest in the

company, that interest is not contrary Ed's interest and so there would be no conflict in

accepting the further work

With respect to purchasing the parcel of property, Ann might have been better off taking

some precautionary measures. The model rules prohbiita using client's confidential information

against the client, but it does not prohibit using the information for your own benefit if you don't
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The duty of confidence is

from this (especially because it doubled in value).
This in itself is not agianst the rule, but Ann

looking after her client and her duty of loyalty.

requirements mentioned above in selling the property but also probably have to give up any

profits she obtained with the sale of the proeprty backt 0 Ed.

In Sum, it would have been a good idea for Ann to mention to Ed about the property she


