AVOIDING AN ETHICAL ICEBERG: HOW CLAWBACK
AGREEMENTS ARE ALTERING THE ATTORNEY-CLIENT
RELATIONSHIP

1. INTRODUCTION

Complex commercial litigation comes with the stigma of excessive
discovery costs for massive amounts of electronically stored information
(ESI).l For example, in Rowe Entertainment, Inc. v. The William Morris
Agency, Inc., a computer consultant estimated it would cost a defendant
$9.75 million to catalogue, restore, and process all of the emails plaintiff
requested during discovery.” In Oracle v. SAP AG, plaintiff’ s discovery
request could have cost defendant $16.5 million.®> The cause of this
expense is not only producing materlals but also the onerous pre-
production privilege review process. * The review process requires the
responding party to spend expensive billable hours screening vast
amounts of unorganized ESI, and is undertaken to prevent the waiver of
the attorney-client privilege and work product protectlon Courts now
frequently urge parties to adopt “clawback agreements” to help avoid the
potentially crippling costs accompanying electronic discovery.®

Clawback agreements are contracts entered into with opposing
counsel to mitigate the expense of pre-production privilege revrew and
the risk of inadvertent disclosures that might waive confidentiality.” Also
known as “non-waiver agreements,” clawbacks allow the responding
party to forego pre-production review without waiver because the terms
allow the responding party to “take back™ any potentlally privileged or
confidential material after it has been divulged.® Therefore, if the
requesting party discovers potentially privileged information, it is
contractually obligated to return it to the responding party and refrain

1. See S. REP. No. 110-264, at 2 (2008) (“Billions of dollars are spent each year in
litigation to protect against inadvertent disclosure of privileged materials.”).

2. Rowe Emtm’t, Inc. v. William Morris Agency, Inc., 205 F.R.D. 421, 425
(S.D.N.Y. 2002).

3. Oracle Corp. v. SAP AG, No. 07-01658, slip op. at 2 (N.D. Cal. July 3, 2008).

4. Hopson v. Mayor of Baltimore, 232 F.R.D. 228, 232 (D. Md. 2005) (citing EDNA
SELAN EPSTEIN, THE ATTORNEY-CLIENT PRIVILEGE AND THE WORK-PRODUCT DOCTRINE
287-88 (4th ed. 2001)).

5. MANUAL FOR COMPLEX LITIGATION § 11.446, at 80 (4th ed. 2004).

6. Hopson,232 F.R.D. at 232.

7. Ashish S. Joshi, Clawback Agreements in Commercial Litigation: Can You
Unring a Bell?, 87 MicH. B. J. 34, 35 (2008).

8. MANUAL FOR COMPLEX LITIGATION, supra note 5, at 81.
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from using it.’ In other words, the responding party effectively “claws”
any potentially privileged information disclosed during discovery
“back.”

To further illustrate how clawback agreements are applied, the
following is a clawback clause used by the parties in Cardiac

Pacemakers, Inc. v. St. Jude Medical, Inc.:'°

The inadvertent production of any document or information
during discovery in the litigation shall be without prejudice to
any claim that such material is privileged under the attorney-
client or other privilege, or protected from discovery as work
product. No party or entity shall be held to have waived any
rights by such inadvertent production so long as the Recipient
Party is notified within 30 days of the discovery of such
inadvertent production . . . Recipient Party shall (even if the
Recipient Party disagrees that the document is privileged) return
all copies of the document and not use the information in the
document for any purposes until further order of the Court.""

This clause incorporates terms essential to understanding how
clawbacks work. First, the -document establishes that information
disclosed may be treated as an “inadvertent disclosure.” Subsequently, it
prescribes how parties will treat this disclosure, instead of allowing
courts or ethics rules to make this determination. Then, the contract gives
the responding party authority to decide what is an “inadvertent
disclosure.” Thus, the disclosing party can take back anything it wants.
Finally, the requesting party must return any and all documents
recovered upon opposing counsel’s demand and cannot use any
information leamed from these documents to further their client’s
interests. If the requesting party were to disregard any of these terms, it
could result in a breach of contract."

Clawback agreements are accepted by the courts, the Federal Rules
of Civil Procedure (FRCP)," and the Federal Rules of Evidence (FRE),"

9. Joshi, supra note 7, at 35.

10. Cardiac Pacemakers, Inc. v. St. Jude Med., Inc. No. IP96-1718-C-H/G, 2001 WL
699850 (S.D. Ind. May 29, 2001).

1. Id. at *1. “The protective order was the product of negotiations among able
counsel who deliberately chose to modify the otherwise applicable law concerning
inadvertent disclosure of privileged documents.” Id. at *3.

12. See Paula Schaefer, Transactional Lawyers and Inadvertent Disclosure, 13 TENN.
J.Bus. L. 107, 136 (2011).

13. See FED. R. C1v. P. 26(f)(4); see also Fep. R. CIv. P. 16(b)(3)(B)(iv).

14. See FeD. R. EviD. 502.
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but there are several professional responsibility issues regarding their
use. This Note will first explain how clawback agreements have become
prevalent in electronic discovery. Next, it will discuss some of the
professional responsibility issues inherent with these contracts, mainly,
what is the role of the requesting attorney when a clawback is in place
and he or she learns about potentially privileged information material to
his or her client’s interests? Is this attorney forced to “forget” the
information and avoid breaching the contract? Or, should he or she
breach the contract to comply with the ethical responsibilities he or she
owes the client? This Note will explore whether the American Bar
Association (ABA) Model Rules of Professional Conduct (MRPC) or
state ethics opinions resolve this dilemma. Finally, this Note will propose
two new theories that state ethics committees can adopt in ethics
opinions which provide better guidance to lawyers under these
circumstances.

II. BACKGROUND
A. The Increasing Use of Clawbacks

Electronically stored information is now becommg involved in all
forms of litigation and is frequently used in civil suits."” Emails, balance
sheets, expense reports, images, and videos are all stored in electronic
mediums.'® Because of this, the belief that litigation needs to be
completely adversarial has become outdated.”” With the increasing costs
of preserving and reviewing ESI, 18 partles need to work together and
negotiate how discovery will proceed.'” Without cooperation, the cost of
recovery, extrication, and pre-production review of ESI may make
litigation economically impractical for some parties.” Clawbacks have

15. Linda Volonino, Electronic Evidence and Computer Forensics, 12 COMM. OF THE
ASS’N FOR INFO. SYs. 457, 462 (2003) (“[Dliscovery of e-mail occurs in nearly 100% of
federal civil . . . cases and major employment disputes.”).

16. See id.

17. Christina M. Tchen & Gretchen M. Wolf, Emerging Themes in Electronic
Discovery: Communication, Cooperation & Reasonableness, 778 PLI/LiT 11, 24 (2008).

18. See George Socha & Tom Gelbmann, A Look at the 2008 Socha-Gelbmann
Survey, LAw TECH. NEWS, Aug. 11, 2008 (describing how litigants in 2007 spent $2.79
billion on discovery, a 43% increase from 2006).

19. See generally Jessica Wang, Comment, Nonwaiver Agreements Afier Federal
Rule of Evidence 502: A Glance at Quick-Peek and Clawback Agreements, 56 UCLA L.
REv. 1835, 1844 (2009) (“Thus, although there have been no empirical studies about
their rise, generally commentators agree they have become increasingly common.”).

20. See Vlad Vainberg, Comment, When Should Discovery Come with a Bill?
Assessing Cost Shifting for Electronic Discovery, 158 U. PA. L. REv. 1523, 1533 (2010)
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become a powerful tool attorneys can use to reign in discovery costs and
adequately represent the interests of their client.”' This is why courts are
increasingly urging parties to adopt them.?

Hopson v. Mayor & City Council of Baltimore® is instructive on
how courts urge parties to cooperate when conducting electronic
discovery. In Hopson, plaintiffs requested that defendants produce email
communications pursuant to FRCP 34.** Defendants complained that
pre-production privilege review of the emails would create an undue
burden and f:xpense.25 In response, the court noted “[t]he unavoidable
truth is that it is no longer remarkable that electronic document discovery
may encompass hundreds of thousands, if not millions, of electronic
records that are potentially discoverable” and “to insist in every case
upon ‘old world’ record-by-record pre-production privilege review . . .
would impose upon parties costs of production that bear no
proportionality to what is at stake in the litigation . . . .”* Furthermore, it
explained, “failure to adapt to current ‘real world’ discovery realities will
unacceptably lengthen pretrial discovery, because courts cannot insist on
such painstaking and costly review . . . .””’ Finally, the court declared
that “counsel have a duty to take initiative” in creating a discovery plan®®
and urged the parties to adopt a clawback agreement.”’ .

In addition to Hopson, Victor Stanley, Inc. v. Creative Pipe, Inc.*°
illustrates why it is becoming more common for parties to draft clawback

(explaining how some plaintiffs have begun strategically suing corporate defendants to
ensure a settlement due to the massive discovery costs suffered by defendants).

21. See Joshi, supra note 7, at 37.

22. ld. (“[Flederal courts have continued to encourage the use of clawback
agreements in commercial litigation — even more so after the rules were amended.”).

23. 232 F.R.D. 228 (D. Md. 2005).

24. Id. at 231.

25. Id.

26. Id. at 244.

27. 1d.

28. Id. at 245.

29. Hopson, 232 F.R.D. at 246 (“I will issue an order approving them that includes
language that compliance with the approved procedures will not result in the waiver of
any privilege or work product claim for any inadvertently produced privileged
material.”). However, the court also warned that some jurisdictions that follow a strict
approach to inadvertent disclosure will consider a clawback a waiver of attorney-client
privilege. Id. at 244. The court also warned that even if the clawback was part of the
FRCP 16(b) scheduling order, “it is questionable whether they are effective against third-
parties.” Id. at 235. An example of this scenario would be when a clawback is used to
protect privilege in the current litigation, but in a subsequent proceeding the privilege
could be considered waived through intentional disclosure because of the clawback
agreement.

30. 250 F.R.D. 251 (D. Md. 2008).
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agreements. In Victor Stanley, plaintiff made a FRCP 34 request and
defendants complained pre-production privilege review would create an
undue burden and expense’’ Then, both parties agreed to draft a
clawback agreement and asked the court to include it in a protective
order.>> However, before the court could approve the agreement,
defendant informed the court that the clawback agreement was no longer
needed because the discovery deadline had been extended, thus making
pre-production review feasible.® So, although a clawback was
contemplated, the parties never assented to the contract. During
discovery, plaintiffs found privileged matenal and claimed that
defendants had waived their privilege.”” Defendants countered by
asserting this was an inadvertent production. 3 Agreeing with plaintiffs,
the court concluded that, “[h]ad [defendants] not voluntarily abandoned
their request for a court-approved [clawback] agreement, they would
have been protected from waiver. 3 As a result, Victor Stanley serves as
a cautionary tale of why litigants need to shield themselves from e-
discovery risks by way of a clawback agreement.

B. The Federal Courts Accept Clawback Agreements

The Federal Rules of Civil Procedure and the Federal Rules of
Evidence have adopted measures to encourage litigants to incorporate
clawback agreements.® FRCP 26(f) explains how opposing parties in
litigation must confer and create a discovery plan, and FRCP 26(f)(3)(C)
describes how parties need to resolve “any issues about disclosure or
discovery of electronically stored information” within this plan.”
Additionally, FRCP 26(f)(3)(D) recommends that parties consider in
their discovery plan “any issues about claims of privilege or of protection
as trial preparation materials, including — if the parties agree on a
procedure to assert these claims after production . . . 2% By including
this provision, the Federal Rules explicitly accept the use of clawbacks in

31. Id. at254.

32. Id. at255.

33. Id.

34. Id.

35. Id. at 257.

36. Victor Stanley, 250 F.R.D. at 255.

37. Id. at 262.

38. Arizona, Kansas, Ohio, and Virginia have also adopted Rules that mirror the
Federal Rules and support the use of clawback agreements. See Ariz. R. Civ. P.
16(b)(1)(B)(iii); KAN. STAT. ANN. § 60-216(b)(1)(F) (West 2012); OHio R. Civ. P. 16(9);
VA. Sup. Ct.R. 4:13(10).

39. Fep. R. Civ. P. 26(H)(3)(C).

40. Fep. R. Civ. P. 26(H(3)(D).
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discovery plans.*’ Moreover, FRCP 16(b)(3)(B)(iv) allows judges to
issue a scheduling order containing “any agreements the parties reach for
asserting claims of privilege . . . after information is produced.”* Finally,
FRE 502(e) further encourages the use of clawback agreements by
describing the “[c]ontrolling [e]ffect of a [p]arty [a]greement . . . on the
effect of disclosure”™ and binds federal and state courts to these
agreements when incorporated into a court order.*

C. Professional Responsibility Issues with Clawbacks

Even though clawback agreements allow attorneys to adequately
represent their client in the face of devastating discovery costs, lawyers
may encounter ethical pitfalls when utilizing this tool. For this
discussion, this Note will focus on the ABA Model Rules of Professional
Conduct (MRPC).* The Model Rules are an excellent reference to show
how clawback agreements conflict with state Professional Responsibility
Rules because most state rules are modeled after the MRPC.*

One commentator suggests that an inherent conflict exists between
MRPC 1.1 and clawback agreements.”” MRPC 1.1 states “[a] lawyer
shall provide competent representation to a client. Competent
representation requires the legal knowledge, skill, thoroughness and
preparation reasonably necessary for the representation.””® Therefore,
when a lawyer purposely forgoes pre-production privilege review, he or
she fails to provide “competent” representation if disclosure of client ESI

41. See Tchen & Wolf, supra note 17, at 24.

42. FeD. R. Crv. P. 16(b)(3)(B)(iv).

43. Fep. R. EvID. 502(e); see also Fep. R. EvID. 502(a). Federal Rule of Evidence
502(a) curtails prior waiver doctrine significantly. It directs that, when privileged
material or material protected as work product is disclosed “in a federal proceeding” or
“to a federal office or agency,” the disclosure does not work as a waiver of protections
for material on the same subject matter beyond that disclosed unless it was intentional
and the additional materials “ought in faimess to be considered together” with the
protected materials turned over by the privilege holder. 8 CHARLES A. WRIGHT ET AL.,
FEDERAL PRACTICE AND PROCEDURE § 2016.2 (3d ed. 2012) (citing Fep. R. EviD. 502(a)).

44. Fep. R. EvID. 502(d)-(e).

45. See MODEL RULES OF PROF'L CONDUCT (2011).

46. See David B. Wilkins, Who Should Regulate Lawyers?, 105 HARV. L. REv. 799,
810 (1992).

47. Wang, supra note 19, at 1855-56 (“[Alttorneys following lax standards of review
may not be competently safeguarding the information against inadvertent disclosure . .
). -

48. MODEL RULES OF PROF'L. CONDUCTR. 1.1 (2011).
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is ultimately found to waive a privilege.* Although the purpose of the
clawback is to prevent the waiver of privilege, a poorly-drafted contract
will not accomplish this goal >

An example of such “incompetence” is seen in Genentech, Inc. v.
Trustees of the University of Pennsylvania”' In Genentech, defendants
tried to “claw back” emails they claimed fell within the clawback
agreement.”” The court ultimately held that defendants could not recover
this information because the emails did not contain privileged
information as defined in the narrow terms of their agreement.”
However, the Genentech problem is cured if the parties broadly define
materials covered under the clawback agreement to include any
potentially privileged material® in a protective order.”> With a court
order, a lack of review would be considered competent representation
because any possible waiver is prevented.*®

Another ethical dilemma can potentially arise under MRPC 1.6(a).”
This rule requires that lawyers “not reveal information relating to the
representation of a client,”®® and must “safeguard information relating to
the representation of a client against inadvertent or unauthorized
disclosure . . . .”* Consequently, an ethical violation may occur when an
attorney forgoes pre-production privilege review and releases privileged

49. Wang, supra note 19, at 1855 (citing THE SEDONA CONFERENCE, THE SEDONA
PRINCIPLES: BEST PRACTICES RECOMMENDATIONS & PRINCIPLES FOR ADDRESSING
ELECTRONIC DOCUMENT PRODUCTION 16 (2004)).

50. Schaefer, supra note 12, at 131.

51. No. C10-2037 PSG, 2011 WL 5079531 (N.D. Cal. Oct. 24, 2011).

52. Id. at *1.

53. Id. at *2-3 (holding the agreement was limited to only privileged information, and
because defendants could not establish privilege they were not entitled to “claw” the
information back).

54. See Cardiac Pacemakers, Inc. v. St. Jude Med., Inc. No. IP 96-1718-C-H/G 2001
WL 699850, at *3 (S.D. Ind. May 29, 2001).

55. See Hopson v. Mayor of Baltimore, 232 F.R.D. 228, 240 (D. Md. 2005) (“It is
essential to the success of this approach in avoiding waiver that the production of
inadvertently produced privileged electronic data must be at the compulsion of the court,
rather than solely by the voluntary act of the producing party . ...”).

56. Protecting any potentially privileged or confidential information cannot be
considered incompetent under MRPC 1.1 because no information divulged can be used
against the client in the current proceeding. However, as this Note discusses, issues arise
when information is divulged that might be of interest to the receiving attorney’s client,
even if protected in the current litigation. But, as far as “competence” is concerned, the
lawyer is not sacrificing the current litigation when divulging information protected by a
clawback agreement.

57. MoDEL RULES OF PROF’L CoNDUCT R. 1.6 (2011).

58. Id.

59. Id. at cmt. (16).
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information.*® However, an attorney will be in full compliance with Rule
1.6 if he or she receives the client’s informed consent to enter into a
clawback agreement.6I Furthermore, MRPC 1.6(b)(6) allows attorneys to
divulge information to comply with a court order.”? Therefore, with
consent or court order, no ethical violation occurs because the
information is properly safeguarded from waiver in the current
proceeding.®

D. What About the Requesting Attorney’s Ethical Dilemma?

Separate from other potential ethical problems with clawback
agreements, these contracts may alter a fundamental aspect of the
attorney-client relationship—the duty to act in the client’s best interest.*
When signing a clawback agreement, the requesting party agrees to
return all potentially privileged information back to the responding
party.®® This then prevents the recipient attorney from informing their
client about information discovered because it is still protected by
privilege.% Effectively, the requesting attorney must act as though he or
she never saw this potentially privileged information. Now that more
individuals have ESI—such as email, social networking, and cloud
computing®—clawback agreements will likely be applied in litigation

60. See, e.g., Wang, supra note 19, at 1855-57. :

61. MoDEL RULES OF PROF'L CONDUCT R. 1.6(a) (2011) (“A lawyer shall not reveal
information relating to the representation of a client unless the client gives informed
consent . ...”).

62. MODEL RULES OF PROF'L CONDUCT R. 1.6(b)(6) (2011) (“A lawyer may reveal
information relating to the representation of a client to the extent the lawyer reasonably
believes necessary: . . . (6) to comply with other law or a court order.”).

63. However, an ethical problem may arise under MRPC 1.6 if “confidential” or
“secret” information is released via the clawback agreement. Even though the court order
protects against waiver, it does not protect against the other party from learning secret or
confidential information. See MODEL RULES OF PROF’ L. CONDUCT R. 1.6 cmt. (3) (2011).

64. See MODEL RULES OF PROFL ConpucT R. 1.4 cmt. (5) (2011) (explaining a
lawyer must communicate with his client in a manner “consistent with the duty to act in
the client’s best interests . . . .”’); see RESTATEMENT (THIRD) OF AGENCY § 8.01 (2006)
(“An agent has a fiduciary duty to act loyally for the principal’s benefit in all matters
connected with the agency relationship.”).

65. See Wang, supra note 19, at 1842,

66. See Schaefer, supra note 12, at 114 (describing how professional conduct rules
prevent attorneys from circulating inadvertently disclosed information with their clients).

67. See William J. Robison, Free at What Cost?: Cloud Computing Privacy Under
the Stored Communications Act, 98 Ggo. LJ. 1195, 1199 (2010) (defining cloud
computing as “the ability to run applications and store data on a service provider’s
computers over the internet, rather than on a person’s desktop computer.”).
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contexts outside the complex commercial arena.®® Because of the
financial and risk-adverse benefits, clawbacks will likely become
prevalent in “ground level” litigation like small business disputes or
divorce proceedings.69 In this context, if the requesting attorney
discovers information material to his or her client, does that attorney
have an obligation to inform the client even though it may breach the
clawback agreement? In other words, is it unethical for an attorney to not
inform his or her client of information obtained pursuant to the clawback
agreement even if it would be in thé client’s best interests to know this
information?

The following are two examples to help conceptualize scenarios in
which this dilemma might occur:

1. Small Business

Attorney X represents a small business in a dispute with its supplier
and the parties enter into a clawback agreement as part of their discovery
plan. Attorney X makes a Rule 347 (or state equivalent) request that the
supplier produce all emails the supplier has sent during the relevant time
period. As a result of the clawback agreement, the supplier’s attorney
foregoes pre-production privilege review. Then, Attorney X discovers an
email between the supplier and its attorney describing how the supplier
plans to cancel future business with Attorney X’s client. Does Attorney
X have a duty to inform his client and potentially breach the clawback
agreement?

2. Divorce

Attorney X represents the husband and Attorney Y represents the
wife in a divorce proceeding. The parties enter into a clawback
agreement because each party possesses large amounts of ESI. Attorney
X requests access to the wife’s email correspondence over the last year to
try and prove infidelity. Attorney Y complies, and forgoes pre-
production privilege review. Then, Attorney X discovers an email
between Attorney Y and his client addressing the wife’s extramarital

68. See Amanda Showalter, Comment, “What’s Yours is Mine”: Inadvertent
Disclosure of Electronically Stored Privileged Information in Divorce Litigation, 23 J.
AM. ACAD. MATRIM. LAw. 177, 188-90 (2010) (describing how clawback agreements can
be used in divorce proceedings).

69. Id. at 193-94.

70. Fep.R.CIv. P. 34.
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affair. Does Attorney X have an ethical duty to inform his client even
though it may breach the clawback contract?”’

III. ANALYSIS

When a lawyer faces an ethical dilemma, he or she must first look to
the professional responsibility rules in his or her jurisdiction for
guidance. If an attorney violates one of these rules, he or she may face
disciplinary measures provided by the judiciary or state bar association.”
This Note will use the ABA Model Rules of Professional Conduct
(MRPC) to guide its analysis of how lawyers should respond to the
ethical dilemmas created by clawback agreements. Use of the ABA
Model Rules is effective because most states model their rules after the
MRPC.” After considering the MRPC, this Note will examine state
ethics opinions to try and resolve the ethical dilemma a receiving
attorney faces when using a clawback agreement. Ethics opinions allow
attorneys to request state ethics committees to interpret the state
professional responsibility rules to help them navigate toward
compliance in ethically murky waters.”® Even though most ethics
opinions are advisory in nature, they help lawyers avoid violations of
professional responsibility rules.”

A. Can the Model Rules Solve the Receiving Attorney’s Ethical Problem?

As discussed above, the most important ethical issue regarding
clawback agreements is how the receiving attorney should respond when
obtaining information that is material to the client even though it is
potentially protected by privilege. This Note will now analyze some
applicable Model Rules seeking to solve this problem. Specifically, do
Model Rules addressing client instruction, informing the client,

71. Like other areas of litigation, family law has had an increasing amount of
evidence discovered as ESI. See Showalter, supra note 68, at 180. E-mail is the most
frequently used as evidence, followed by text messaging and internet browsing history.
Id. at 184; see also Byme v. Byrne, 650 N.Y.S.2d 499 (Sup. Ct. 1996) (explaining how
wife was entitled to access information on laptop owned by husband’s employer in a
divorce proceeding).

72. Peter A. Joy, Making Ethics Opinions Meaningful: Toward More Effective
Regulation of Lawyers’ Conduct, 15 GEoO. J. LEGAL ETHICS 313, 316-17 n.8 (2002).

73. Wilkins, supra note 46, at 810.

74. Joy, supra note 72, at 316-17 (“[Tlhere are ethics opinions in which a bar
association committee, bar association counsel, office of disciplinary counsel, or some
other entity interprets the rules and provides guidance to lawyers seeking to comply with
prevailing ethical rules.”).

75. Id. at 318.
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inadvertent disclosure, or concurrent conflicts provide sufficient
guidance to either inform or refrain from informing the client?

1. Model Rule 1.2

MRPC 1.2(a) states “a lawyer shall abide by a client’s decisions
concerning the objectives of representation.”76 Comment (3) states that
when a client authorizes a lawyer to take a specific action on the client’s
behalf, a lawyer can rely on this authorization “[a]bsent a material
change in circumstances . . . 2" Thus, even though the requesting
attorney is authorized by his client to enter into a clawback agreement,
the attorney might still be obligated to inform his client of potentially
privileged information learned through discovery. For examnle, in the
small business hypotheticai, once the lawyer finds out the supplier will
no longer work with the client, this could be considered a material
change in circumstances because it impacts his client’s ability to mitigate
any future damage to his business. As a result, the lawyer may be
required to inform his client under MRPC 1.2."® The “material change”
language in Comment (3), however, creates a vague standard and is
likely not applicable under these circumstances.””

The “material change” language in Comment (3) is limited to a
change in facts that affects the objective of the pending litigation.*® The
potentially privileged information discovered through clawback
agreements will not affect pending litigation because the contract
prevents its use in the current proceeding. MPRC Rule 1.2(a) was created
to ensure that lawyers will follow their client’s instructions regarding
litigation objectives and consult with the client regarding the means by
which those objectives are to be pursued.®' Therefore, because the client
controls the objectives and the lawyer controls the means to reach those
objectives, the “material change” in Comment (3) refers to a material

76. MoDEL RULES OF PROF’L CoNDUCT R. 1.2(a) (2011).

77. Id. at cmt. (3) (“At the outset of representation, the client may authorize the
lawyer to take specific action on the client’s behalf without further consultation. Absent a
material change in circumstances and subject to Rule 1.4, a lawyer may rely on such an
advance authorization.”).

78. MODEL RULES OF PROF’L CoNDUCT R. 1.2(a) (2011).

79. Id. at cmt. (3). )

80. ABA, A LEGISLATIVE HISTORY: THE DEVELOPMENT OF THE ABA MODEL RULES
OF PROFESSIONAL CONDUCT, 1982-2005, 55 (2006) [hereinafter ABA LEGISLATIVE
HisTorY] (describing how there is not a general duty requiring the attorney to abide by
the client’s instructions regarding the means by which objectives are attained).

81. Id. See also STEPHEN GILLERS, REGULATION OF LAWYERS: PROBLEMS OF LAW AND
ETHICS, 24 (8th ed. 2009).
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change in the objectives of the ongoing litigation.*”” For example, in the
small business hypothetical, the objective of the litigation is to solve the
contract dispute between the two companies. That dispute remains
unresolved even if information about the supplier’s future plans is
discovered. As a result, under Rule 1.2(a), the receiving attorney has no
ethical obligation to inform his or her client what he or she learned about
the supplier’s future conduct because it will not materially change the
objective of the pending litigation.*®

MRPC 1.2 does not provide adequate guidance for attorneys using
clawbacks. As shown above, the objectives cannot be changed from
information obtained through potentially privileged material, so this does
not create a “change in circumstances” as intended by Comment (3).%
Consequently, this Note will now address another Model Rule to seek a
solution to the receiving attorney’s ethical dilemma.

2. Model Rule 1.4

MPRC Rule 1.4(a)(3) requires a lawyer to “keep the client
reasonably informed about the status of the matter.”® Comment (5) says
lawyers should “fulfill reasonable client expectations for information
consistent with the duty to act in the client’s best interests.”*® This rule
finds its genesis in one of the fundamental aspects of a lawyer’s
obligation to his or her client: the duty to communicate.”” With this duty,
a lawyer might be charged with communicating information obtained
through the clawback with his or her client. However, this is unlikely due
to the language in MRPC 1.4(a)(3).®® The term “status of the matter”
alleviates any ethical obligation to inform the client of any and all
material information discovered.* This is because “status of the matter”
means the current condition of the pending litigation.”® Cases like In re

82. ABA LEGISLATIVE HISTORY, supra note 80, at 55.

83. MODEL RULES OF PROF'L. CoNDUCT R. 1.2, cmt. (3) (2011).

84. Id.

85. MobDEL RULE OF PROF’L CONDUCT R. 1.4(a)(3) (2011).

86. Id. at cmt. (5) (“The guiding principle is that the lawyer should fulfill reasonable
client expectations for information consistent with the duty to act in the client’s best
interests, and the client’s overall requirements as to the character of representation.”).

87. Id.; see also Sage Realty Corp. v. Proskauer Rose Goetz & Mendelsohn L.L.P.,
689 N.E.2d 879, 882 (N.Y. 1997) (“Among the duties of an attorney as a fiduciary and
agent of the client are those of openness and conscientious disclosure.”).

88. ABA LEGISLATIVE HISTORY, supra note 80, at 70-76.

89. Id. at 74.

90. See, e.g., id. (“Language has been added [to Comment (5)] to alert lawyers to
keep the client advised about cost implications of tactical decisions made by the lawyer.”)
(emphasis added). :
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Disciplinary Action Against Getty,”' where the lawyer had a duty to
notify the client of a hearing, and People v. Nelson,”* where the lawyer
failed to inform the clients that their cases had been dismissed, provide
examples. In both cases, the courts’ interpretation of Rule 1.4 limited the
duty to communicate to the status of current litigation and court
procedure.93

Similar to MRPC 1.2, the limitations presented by the Model Rule
make it inapplicable to an attorney using a clawback agreement. So,
additional Model Rules need to be examined.

3. Model Rule 4.4

MRPC Rule 4.4(b) requires that a requesting attorney promptly
notify the responding attorney if he or she knows or reasonably should
have known that information he or she received was inadvertently
produced.”* Comment (1) describes how lawyers must respect the rlghts
of third parties, including their adversary’s client-lawyer relationship.”®
This rule fits nicely with clawbacks because clawbacks are designed to
protect privileged relationships. % In fact, this rule could be interpreted as
the ABA codifying the use of clawback agreements as ethical. 7 In
essence, with a clawback, one can assume that any privileged
information divulged would be inadvertent because the terms of the
contract say so. Therefore, 4.4(b) would apply. For example, in the
divorce litigation hypothetical, if the husband’s attorney discovers the
privileged email, Rule 4.4(b) provides that this lawyer must notlfy the
wife’s attorney that he inadvertently received privileged information.”®

91. In re Disciplinary Action Against Getty, 452 N.W.2d 694 (Minn. 1990).

92. People v. Nelson, 40 P.3d 840 (Colo. O.P.D.J. 2002).

93. Id.; Gerry, 452 N.W.2d 694.

94. MopEL RULES OF PROF'L CONDUCT R. 4.4(b) (2011) (“A lawyer who receives a
document relating to the representation of the lawyer’s client and knows or reasonably
should know that the document was inadvertently sent shall promptly notify the
sender.”).

95. Id. at cmt. (1) (“Responsibility to a client requires a lawyer to subordinate the
interests of others to those of the client, but that responsibility does not imply that a
lawyer may disregard the rights of third persons . . . [including] unwarranted intrusions
into privileged relationships, such as the client-lawyer relationship.”).

96. Joshi, supra note 7, at 35.

97. See Schaefer, supra note 12, at 113-14 (describing how professional responsibility
rules like MRPC 4.4(b) provide a protection for inadvertent disclosure by effectively
preventing the receiving attorney from using this information to further their own case).

98. See MODEL RULES OF PROF L CONDUCT R. 4.4(b) (2011). If the husband’s attorney
actually notifies the wife’s attorney of the inadvertently produced information pursuant to
4.4(b), the husband’s attorney may then be able to ethically inform his client of the
disclosed information. This is possible because the parties have not specified what
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The history behind Rule 4.4 provides further support for this
interpretation. In 2002, the ABA amended Rule 4.4 to add subsection
(b).” Before 2002, ABA Ethics Opinion 92-368 required recipients of
inadvertently disclosed material to resist examination and await opposing
counsel’s instructions.'” By removing the obligation to resist
examination, the ABA may be tacitly allowing an attorney to ethically
review these documents while also withholding that information from a
client.'” ‘The timing of the amendment also supports an attorney’s ability
to ethically not inform the client of information discovered. The ABA
amended MRPC 4.4 in 2002,'? around the same time the Federal Rules
of Civil Procedure and the Federal Rules of Evidence were amended
favoring the use of clawback agreements.'” It can be inferred from the

actions the receiving attorney must take once they have received inadvertently produced
information. However, the husband’s attorney needs to ensure that the client understands
that this information cannot be used in the current litigation because it is privileged. This
may lead to the husband’s desire to end the current proceedings and begin a new one.
Now the husband knows his wife was unfaithful and can use new methods of discovery
to try to prove it. This scenario would raise many more ethical problems for both parties.
For example, if the husband’s attorney believes he will be fired if a new action is brought,
should he inform his client? Or, if a new action is brought based on divulging the
privileged e-mail, is the wife’s attorney liable for malpractice? See also Schaefer, supra
note 12, at 114 (describing how 4.4(b) does not prohibit a transactional attorney from
using inadvertently disclosed materials to the disadvantage of the sending attorney
because there is no court enforcing this requirement). Nevertheless, an ethics committee
could determine that informing the client of information that is privileged eviscerates the
opposing party’s attorney-client privilege. Then, the use of the clawback agreement will
be useless because it has no effect of protecting privilege. Such a misuse of clawbacks
could potentially make their use in litigation incompatible with the attorney-client
relationship.

99. MoDEL RULES OF PROF’L CONDUCT R. 4.4(b), (2011) (“The Ethics 2000
Commission rejected an earlier draft of the provision, based upon a rule proposed by the
New York City Bar Association, which would have required the recipient to return the
document if required.” See Nancy J. Moore, Lawyer Ethics Code Drafting in the Twenty-
First Century, 30 HOFSTRA L. REV. 923 (2002)).

100. ABA Comm. on Ethics & Prof’l Responsibility, Formal Op. 368 (1992). The
ABA withdrew this opinion in 2005. See ABA Comm. on Ethics & Prof’] Responsibility,
Formal Op. 437 (2005).

101. In minority jurisdictions that do not have a rule like MRPC 4.4(b), this would not
be the case. For example, in Maine, a lawyer cannot read any inadvertently disclosed
materials and “shall promptly return, destroy or sequester” the information or copies. ME.
RULES OF PROF'L CONDUCT R. 4.4(b) (2009).

102. See MODEL RULES OF PROF’L. CONDUCT R. 4.4 (2002).

103. See Memorandum from Lee H. Rosenthal, Chair, Advisory Committee on Federal
Rules of Civil Procedure, to the Honorable David F. Levi, Chair, Standing Committee
on Rules of  Practice and Procedure 1 (May 27, 2005), available
at http://www.uscourts.gov/rules/comment2005/CV Aug04.pdf; see also S. REp. No. 110-
264, at 4 (2008).
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conspicuous timing that the drafters of the MRPC, like the drafters of the
FRCP and FRE, were concerned about the increasing use of electronic
documents in litigation.'® Therefore, unlike MRPC 1.2 and 1.4 discussed
above, MRPC 4.4(b) does provide some guidance for lawyers who
receive inadvertently discovered electronic documents through
clawbacks.'®

One major flaw with using Rule 4.4(b) as a guide is the fact that the
information divulged through a clawback agreement might not be
interpreted as an “inadvertent” disclosure. Rule 4.4 Comment (2)
describes how this rule protects attorneys who have “mistakenly” sent
privileged or confidential material. 1% If an attorney intentionally skips
pre-production review and divulges privileged information, is he really
making a mistake?'” With a clawback agreement, an attorney is
consciously deciding to hand over potentially privileged information.
Therefore, even if the form of the agreement says disclosure was
“inadvertent,” in substance it was not a “mistake” as required by 4.4(b)
Comment (2).'® If this interpretation prevails, the requesting attorney
who receives potentially privileged information, despite a clawback
agreement, may have no obligation to inform the responding attorney.'®

104. See S. Rep. No. 110-264, at 4 (2008).
105. However, the legislative history of the Model Rules does not provide guidance on
this issue. The legislative history only states that there had been no formal rule guiding
lawyers in this situation and therefore a rule was needed. The legislative history does not
mention electronic documents. See ABA LEGISLATIVE HISTORY, supra note 80, at 556.
106. MoDEL RuULES OF PrROFL CONDUCT R. 4.4 cmt. (2) (2011) (“Paragraph (b)
recognizes that lawyers sometimes receive documents that were mistakenly sent or
produced by opposing parties or their lawyers.”).
107. See Callan v. Christian Audigier, Inc., 263 F.R.D. 564, 566 (C.D. Cal. 2009)
(holding privilege waived under the clawback because the disclosing party did not meet
its burden of proving “inadvertent” disclosure as required by the terms of the contract).
108. Id.
109. Jurisdictions vary widely on the level of “waiver” needed in order to waive
privilege. There are three common standards. Under the “strict” or “waiver” test, any
inadvertently disclosed information results in a waiver of privilege. See Elkton Care Ctr.
Assocs. v. Quality Care Mgmt., Inc., 805 A.2d 1177, 1183 (Md. Ct. Spec. App. 2002).
Under the “lenient” or “no waiver” test, “the attorney’s negligence cannot waive the
privilege because the client and not the attorney, is the holder of privilege.” Id. The
“intermediate” or “middle” test depends upon:
(1) the reasonableness of the precautions taken to prevent inadvertent
disclosure in view of the extent of the document production; (2) the number of
inadvertent disclosures; (3) the extent of the disclosure; (4) any delay and
measures taken to rectify the disclosure; and (5) whether the overriding
interests of justice would or would not be served by relieving a party of its
error.

Id. at 1184 (internal quotation marks omitted) (citing Sampson Fire Sales v. Oaks, 201

F.R.D. 351, 360 (M.D. Pa 2001)). States with “lenient” tests include: Alabama (Bassett v.
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The most significant problem with using 4.4(b) to guide lawyers with
this dilemma is that jurisdictions differ about what is an inadvertent
disclosure and whether it results in a waiver.""® With courts disagreeing
about the treatment of certain disclosures, Model Rule 4.4(b) is too
ambiguous to provide proper direction. This Note will now consider a
Model Rule regarding the inherent conflict between the lawyer’s own
self-interest in not breaching the contract and his or her client’s interest
in learning the potentially privileged information.

4. Model Rule 1.7

MRPC 1.7(a)(2) disallows a lawyer from representing a client if
there is a significant risk the lawyer’s personal interests will materially
limit his or her representation of a client.'"' In the clawback context, a
concurrent conflict might be present if the attorney is bound by a contract
with terms potentially adverse to the client’s best interests.''? The
determining factor is whether the lawyer’s own interest will “materially
interfere with the lawyer’s independent professional judgment.”'" For
example, if the clawback agreement requires paying substantial
liquidated damages upon breach, the receiving attorney may jeopardize
his or her ability to adequately advise a client.'" One such provision
might require $10,000 liquidated damages payable by the attorney if any

Newton, 658 S0.2d 398 (Ala. 1995)); lllinois (Chavez v. Watts, 515 N.E.2d 146 (111. App.
Ct. 1987)); Minnesota (Levin v. C.0.M.B. Co., 469 N.W.2d 512 (Minn. Ct. App. 1991));
and Wisconsin (Bogwardt v. Redlin, 538 N.W.2d 581 (Wis. Ct. App. 1995)). States
following the “strict” test include: Florida (Hamilton v. Hamilton Steel Corp., 409 So.2d
1111 (Fla. Dist. Ct. App. 1982); Texas (Methodist Home v. Marshall, 830 S.W.2d 220
(Tex. App. 1992); and Virginia (see Clagett v. Commonwealth, 472 S.E.2d 263 (Va.
1996)).

110. See Elkton Care, 805 A.2d at 1183-84 (describing the three different ways courts
determine whether a waiver of privilege has occurred from inadvertent disclosure); see
also Pa. Bar Ass’n Comm. on Legal Ethics & Prof’] Responsibilty, Informal Op. 2005-22
(2005) (declaring that whether the recipient can use inadvertent communication is
question “of substantive law, not ethics™); Showalter, supra note 68, at 188 (““Clawback
agreements’ mirror the lenient approach to inadvertent disclosure discussed previously.”).

111. MODEL RULES OF PROF'L CoNDUCT R. 1.7(a)}(2) (2011); see also id. at cmt. (10)
(“The lawyer’s own interests should not be permitted to have an adverse effect on
representation of a client.”).

112. Id. at cmt. (8) (“Even where there is no direct adverseness, a conflict of interest
exists if there is a significant risk that a lawyer’s ability to consider, recommend or carry
out an appropriate course of action for the client will be materially limited as a result of
the lawyer’s other responsibilities or interests.”).

113. Id.

114. See Schaefer, supra note 12, at 136 (urging that parties put “teeth” in clawback
agreements to prevent breach).
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potentially privileged information sent through the agreement is released.
With such a provision, the attorney may act with his or her own financial
interest in mind, and not in the interest of the client. If such a conflict
exists, the attorney has an ethical obligation to withdraw from
representation.'"®

A liquidated damages provision can be especially risky because a
clawback agreement alone might waive attorney-client privilege in future
disputes.l16 Courts have warned that some tribunals may not accept
clawback agreements as binding to protect waiver of privilege in
subsequent litigation.''” “Strict” waiver jurisdictions, like Texas,'"® hold
that any disclosure of privileged material waives the privilege forever.'”
In other words, despite the existence of a clawback in pending litigation,
there is the potential that a “strict” jurisdiction may not respect its terms
as binding.'"™ In “strict” jurisdictions, a liquidated damages provision
will further weigh on an attorney’s decision to advise a client about the
privileged information because there is an even greater risk of breach.'!
Therefore, a prudent attorney will avoid this conflict by not incorporating
a substantial liquidated damages provision in the clawback agreement.
Without fear of consequences, there is no concurrent conflict and MRPC
1.7 is no longer applicable.

As discussed in this section, the Model Rules alone are not
adequately suited to sufficiently guide lawyers in the clawback context.
Ethics opinions, however, can provide additional guidance because they
provide a framework with analogous situations showing how
professional responsibility rules can be fashioned to fit clawback
circumstances.

115. MopEL RULES OF PROFL CoNDUCT R. 1.16(a) (2011) (“[A] lawyer shall not
represent a client or, where representation has commenced, shall withdraw from
representation of a client if: the representation will result in violation of the Rules of
Professional Conduct™).

116. Joshi, supra note 7, at 37 (describing how Michigan is one jurisdiction where a
clawback agreement might protect against waiver in the current jurisdiction, but any
disclosure to a third party will waive privilege in any subsequent litigation).

117. See Hopson v. Mayor of Baltimore, 232 F.R.D. 228, 244 (D. Md. 2005)
(discussing how adopting a clawback agreement in the current litigation, the court said,
“In circuits that have adopted the ‘strict waiver’ approach to inadvertent production, such
an agreement would be fatal.”).

118. See Methodist Home v. Marshall, 830 S.W.2d 220 (Tex. App. 1992). See supra
note 99 for a complete list of “strict” jurisdictions.

119. Id.

120. Hopson, 232 F.R.D. at 244.

121. A breach may result from the release of the privileged information due to the
existence of the clawback and subsequent waiver in “strict” jurisdictions.
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B. Can State Ethics Opinions Provide Clarity?

State ethics committees often look to other state ethics opinions to
help guide them through similar circumstances regarding their own
professional responsibility rules.'” Due to the fact that no ethics opinion
directly discusses this issue, this Note will compare state ethics opinions
involving analogous circumstances. After reviewing how states deal with
similar issues, this Note will analyze how ethics opinions can direct
lawyers using clawback agreements.

1. Inadvertent Disclosure Ethics Opinions

Although initiating a clawback might not constitute an “inadvertent”
action,'” the circumstance in which an attorney receives documents is
analogous to an inadvertent disclosure. As the North Carolina State Bar
opined, inadvertent disclosures often occur when a person sends a letter,
fax, or email to the wrong person and it ends up in the hands of opposing
counsel.'” Following disclosure, the recipient attorney faces a dilemma
similar to lawyers using clawbacks. Should the receiving lawyer read the
document and use the information to zealously represent his client,'”® or
should he return it and forget what he saw?'%

There is a split among the states on the ethical implications of
inadvertent disclosures. One view, which this Note will refer to as the
“ABA view,” instructs the recipient lawyer to stop examining the
materials and notify opposing counsel once the recipient knows or should
reasonably know the materials have been inadvertently produced.'”

122. An example of this is seen in Colorado where the ethics committee consulted
ethics opinions in Maryland, the District of Columbia, New York, Arizona, Alabama, and
Florida. Colo. Bar Ass’n Ethics Comm., Formal Op. 119 (2008).

123. See supra Part 111.A.3.

124. N.C. State Bar Ethics Op. RPC 252 (1997) (describing a scenario where an agent
erroneously sends a letter to opposing counsel).

125. See RuLes Cobe PROF’L ConpucT R. 1.3 cmt. (1) (2011) (“A lawyer must also
act with commitment and dedication to the interests of the client and with zeal in
advocacy upon the client’s behalf.”).

126. See N.H. BAR ASS’N, INADVERTENT DISCLOSURE OF CONFIDENTIAL MATERIALS,
PRACTICAL ETHICS ARTICLE 3-4 (1994) available at http://www.nhbar.org/pdfs/PEA6-
94.pdf (describing how a receiving lawyer who innocently learns information owes a
duty to her client to use the materials in the best interest of the client).

127. See ABA Comm. on Ethics & Prof’l Responsibility, Formal Op. 437 (2005); see
also Ariz. State Bar Ethics Comm., Formal Op. 01-04 (2001), Colo. Bar Ass’n Fthics
Comm., Formal Op. 108 (2000), Fla. State Bar Ass’n Comm. on Prof’] Ethics, Op. 93-3
(1993), Ky. Bar Ass’n Ethics, Op. KBA E-374 (1995), Minn. Lawyers Prof’l
Responsibility Bd., Op. 22 (2010), Miss. Bar Ass'n Ethics Comm., Formal Op. 253
(2005).
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Upon notification, the opposing attorney must determine how to
proceed.'”® Under this principle, the husband’s attorney in the divorce
hypothetical would be forced to refrain from examining the emails once
he knew it was correspondence between the wife and her attorney.
Presumably, the husband’s lawyer could read the email addresses and
realize he should not read the message. Under the ABA view, the
recipient attorney cannot ethically examine a potentially privileged
correspondence, and thus will never inform himself of the potentially
privileged information.'” But, what if the recipient attorney must read
the document to determine if it is privileged? In the divorce example,
" suppose the husband’s attorney discovers a draft email that does not
name an addressee? There is nothing to alert the husband’s attorney that
he should stop reading until he discovers the information that is both
material to his client and reveals that the information was inadvertently
disclosed. Now that he knows information that is material to his client,
what should he do? When there is nothing to alert the attorney of
inadvertent disclosure, the ABA’s view provides unsatisfactory guidance
on how the receiving attorney should proceed.

Other jurisdictions, like the District of Columbia, have a narrower
view of inadvertent disclosure.'>® This Note will refer to it as the “D.C.
view.” The D.C. Ethics Committee opined that an attorney does not
violate ethics rules if he or she reads and uses privileged information to
further their client’s interests.””' The Committee begins with the
“common sense” assumption that all materials delivered to an attorney
were intended to be delivered.”* In effect, the D.C. view says that there
are no inadvertent disclosures, only intentional ones.'?® Moreover, the
Committee determined that once the disclosed information has been
examined, “[it] cannot be purged from the mind of the attorney who
inadvertently received it

Under the D.C. view, there is no ethical obligation to notify the
opposition of inadvertent disclosure because notification unfairly
burdens the receiving lawyer’s obligation to zealously represent his

128. See ABA Formal Op. 437.

129. Id.

130. See Mass. Bar Ass’n Comm. on Prof’l Ethics, Op. 94-6 (1994).

131. D.C. Bar Legal Ethics Comm. Op. 256 (1995).

132. Id. (“We begin our analysis with the belief that a lawyer (no different than any
other person) should be able to presume that materials delivered to him or her in the
ordinary course were intended to be so delivered.”).

133. See id.

134. Id. (citing Ohio Sup. Ct. Bd. of Comm’rs on Grievance & Discipline, Op. 93-11
(1993)).
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client."” This view does not provide much guidance in the clawback
context. With a clawback agreement, the parties can stipulate that any
potentially privileged information divulged must be returned.® Thus,
there is an inherent conflict between the D.C. view and the clawback
agreement. Even though the parties may ethically inform their client, it
might be imprudent to do so because that candor might breach the
clawback contract. Accordingly, the D.C. view is at odds with the
realities posed by e-discovery and the widely accepted use of clawback
agreements.

A third view is provided by the New Hampshire State Bar, and this
Note will refer to it as the “New Hampshire View.”"”’ The New
Hampshire Ethics Committee considered whether the recipient of
inadvertently produced materials has an ethical obligation to inform his
client if privileged information is discovered."*® The Committee opined
that a lawyer has an obligation to keep his client reasonably informed,
but the extent of candor depends upon the attorney’s “obligation
regarding the materials.”'* For example, if the attorney does not read the
materials because it is obvious they are privileged, then he has no duty to
inform his client."*® But, if the lawyer has examined the materials, the
obligation to notify his client of information learned depends on the
facts."' Under the facts of both hypothetical scenarios proposed by this
Note,'*? a clawback agreement would obligate the receiving attorney to
return any potentially privileged materials to the sending party."® Under
the New Hampshire view, the attorney is still providing diligent and
competent representation even if he is obligated under the agreement not
to use this material because any information that was “clawed back”

135. 1d. (“[R]equirfing] the receiving lawyer to protect the confidentiality of these
materials would, we believe, place too much of a burden on the exercise of a lawyer’s
obligation to represent his client zealously and diligently.”).

136. See Schaefer, supra note 12, at 134-35 (describing how parties should not use the
term “inadvertent” as a trigger to return information divulged through the clawback
agreement).

137. See N.H. BAR ASS’N, supra note 126, at 4.

138. Id.

139. Id.

140. Id. at 1 (describing how it may be simple to determine privilege in situations like
the cover letter of a fax from the opposing attorney says that it is addressed to the other
lawyer’s client).

141. Id.

142. See supra Part 11.D.1 and 2.

143. When the hypothetical attorney reads the documents and realizes he or she read
potentially privileged information, the obligation according to the contract vests, and the
attorney cannot inform his client or he or she will breach the contract.
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cannot be used in the current proceedings.'* Consequently, when parties
enter into a clawback agreement, they agree to decrease litigation costs
and protect privilege while foregoing any tactical advantage in using the
inadvertent disclosure." This means lawyers in jurisdictions following
the New Hampshire view can comply with both the ethical rules and the
terms of the clawback by keeping their client in the dark about the
contents of an inadvertent disclosure.

2. Metadata Ethics Opinions

With the increasing use of electronically stored information, an
ethical dilemma has developed regarding sending and viewing
“metadata.”'*® Metadata is information embedded within ESI that is not
readily visible.'"” When an attorney sends ESI to opposing counsel, the
emails or other documents may contain metadata that might be
privileged.'48 Even after pre-production privilege review, the sending
attorney may not notice potentially privileged information hidden
“beneath” the surface of a document.'®® Examples of metadata include
the date and time a document is created and saved."® Even though the
author may not intend to show the date of the document’s creation, this
information is automatically stored when it is saved."' Another example
is “Track Changes” in Microsoft Word documents.'> “Track Changes” is
an editing tool that shows when authors add or delete text, or comments
within documents.”” Issues may arise when an attorney is drafting a
document with comments for his client to see, and then sends the
document to opposing counsel.'”™ Even though the “Track Changes”

144. See Joshi, supra note 7, at 35.

145. See N.H. BAR ASS’N, supra note 126, at 4.

146. Campbell C. Stecle, Note, Attorneys Beware: Metadata’s Impact on Privilege,
Work Product, and the Ethical Rules, 35 U. MEM. L. REv. 911, 926-27 (2005).

147. See ABA Comm. on Ethics & Prof’1 Responsibility, Formal Op. 06-442 (2006).

148. See Steele, supra note 146, at 937-39 (providing the example of an attorney
drafting a settlement agreement for a client with Microsoft Word “Track Changes”
providing comments about how much the client is willing to settle for, then this
information is deleted but still readily available to be reviewed as metadata by the
receiving party).

149. See id.

150. ABA Comm. on Ethics & Prof’l Responsibility, Formal Op. 06-442 (describing
instances where metadata would be useful for opposing parties in litigation).

151. See id.

152. Id. (“Redline changes might not be readily visible, or they may be hidden, but
even in the later case, they often will be revealed simply by clicking on a software icon in
the program.”).

153. See id.

154. See Steele, supra note 146, at 938-39.
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were not readily visible when the document was sent, the information
can be summoned with a few key strokes. Ethical dilemmas arise when
attorneys fail to “scrub” metadata and delete embedded information from
documents before exposing them to opposing counsel.'” State Ethics
Opinions have addressed whether an attorney can ethically “mine”
metadata and unearth this embedded information.'® This issue is
analogous to those presented in clawbacks. As with clawbacks, when an
attorney receives a document containing potentially privileged
information, may the attorney ethically inform himself about what was
sent in order to benefit his client?

Similar to inadvertent disclosures, a split exists over the ethical
obligations regarding “mining” for metadata. On one hand, the ABA'”’
and Maryland"® hold that an attorney may ethically “mine” and use
metadata unless the attorney knows or reasonably should know that it has
been sent inadvertently.'”” Upon learning of an inadvertent disclosure,
the recipient attorney need only notify the sending party pursuant to
MPRC 4.4(b).'® In contrast, the D.C. Ethics Committee has opined that
metadata is presumed to be intentionally disclosed, and instructs
attorneys to “mine” metadata in order to diligently represent their
client."'

In the clawback context, these opinions can be interpreted to permit
attorneys to review all ESI and inform their clients about any relevant
information discovered. The recipient must inform the sender only when
there is actual or constructive knowledge of an inadvertent disclosure.'®
Consequently, the only way to determine whether the information was
sent inadvertently is by reading the material. Under this view, documents

155. See Ala. State Bar Office of Gen. Counsel, Formal Op. 2007-2 (2007) (“If you
failed to ‘scrub’ or remove the hidden metadata prior to transmission, the.opposing party
could mine the document’s metadata and discover which attorneys reviewed the motion,
the critiques about the viability or strength of certain arguments, and the subsequent
revisions made to the document.”).

156. Another issue with metadata that this Note will not touch upon is a sending
attorney’s ethical obligations to “scrub” documents before transmission. For example, if
potentially secret or confidential information is released by failing to “scrub” a
document’s metadata, is the attorney violating Model Rule 1.67 See N.Y. State Bar Ass’n
Comm. on Prof’1 Ethics, Op. 738 (2008).

157. ABA Comm. on Ethics & Prof’l Responsibility, Formal Op. 06-442 (2006).

158. Md. State Bar Ass’n Ethics Comm., Formal Op. 9 (2007).

159. ABA Comm. on Ethics & Prof’| Responsibility, Formal Op. 06-442 (2006).

160. Id.

161. D.C. Bar Legal Ethics Comm., Op. 341 (2007) (“[Mlere uncertainty by the
receiving lawyer as to inadvertence of the sender does not trigger an ethical obligation by
the receiving lawyer to refrain from reviewing the metadata.”).

162. See id. (describing that only with knowledge of an inadvertent disclosure are they
required to notify the opposing party, as required by MRCP 4.4(b)).
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obtained via clawback are considered fair game to be examined until
inadvertence is determined.'®® Furthermore, the D.C. view requires the
lawyer to use all information discovered to further the interests of the
client.'® Again, how various jurisdictions address inadvertent disclosures
complicates the ethical use of clawback agreements.

At the other end of the spectrum, states like Alabama,'®® Arizona,'®
New York,l67 and Florida'® instruct lawyers that it is unethical to “mine”
metadata. These states presume metadata was inadvertently disclosed
because an attorney would not intentionally send information with
metadata.'® In other words, an attorney only intends to disclose “visible”
information and not embedded information. These jurisdictions consider
“mining” for metadata deceitful because the receiving attorney
intentionally takes advantage of their adversary’s unintentional
disclosure.'” In these jurisdictions, searching for hidden information
violates important public policy considerations because it allows
opposing counsel to potentially view attorney-client communications.'”"
Similar to “lenient” inadvertent disclosure jurisdictions, where disclosure
is presumed to be inadvertent, these states give much weight to policy
considerations regarding the attorney-client privilege.'”

These opinions seem to provide adequate guidance for lawyers using
clawbacks. If “mining” for metadata unethically violates public policy,
then informing oneself of information unintentionally released via the
clawback must be unethical too. So, once the sending attorney requests
documents to be returned because he feels they were inadvertently
disclosed, it would be unethical to extract any information from those
documents. Presumably, if it were unethical to obtain information in
those documents, then it must be unethical to inform a client of what was
learned.

The Colorado Ethics Committee ends up in the middle of the
spectmm.173 The committee begins by deciding there is nothing

163. Id.

164. Id.

165. Ala. State Bar Office of Gen. Counsel, Formal Op. 2007-02 (2007).

166. Ariz. State Bar Ethics Comm., Formal Op. 07-03 (2007).

167. N.Y. State Bar Ass’n Comm. on Prof’l Ethics, Op. 782 (2004).

168. Fla. State Bar Ass’n Comm. on Prof’l Ethics, Op. 06-2 (2006).

169. Ariz. State Bar Ethics Comm, Formal Op. 07-03 (2007).

170. N.Y. State Bar Ass’n Comm. on Prof’1 Ethics, Op. 782 (2004).

171. Id. (describing how mining for metadata will violate the spirit of ethical rules that
promote public policy in favor of preserving the attorney-client relationship).

172. See Elkton Care Ctr. Assocs. v. Quality Care Mgmt., Inc., 805 A.2d 1177, 1183-
84 (Md. Ct. Spec. App. 2002) (“[Tlhe attorney’s negligence cannot waive the privilege
because the client, and not the attorney, is the holder of the privilege.”).

173. Colo. Bar Ass’n Ethics, Formal Op. 119 (2008).
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inherently deceitful about “mining” metadata because often metadata
does not contain relevant information.' - Most metadata contains
harmless deletions or saved drafts that have no bearing on litigation or
privilege.'”” However, an ethical obligation exists when the receiving
lawyer knows or has reason to know privileged information was
disclosed through metadata.'’® The Colorado Committee treats this as an
inadvertent disclosure because it is reasonable to assume the sending
party would adequately safeguard their client’s information pursuant to
Rule 1.6."7 Subsequently, the recipient attorney must notify the sending
lawyer according to Rule 4.4(b).'”

The metadata opinions break down ethics rules to try and fit those
standards into the new and complex issues regarding electronic
discovery. As this Note has shown, there are significant differences
among the states on how to apply these ethical standards. Furthermore,
the facts surrounding metadata and inadvertent disclosures do not mesh
with the elaborate terms of clawback agreements. Therefore, this Note
will now propose two new theories that ethics committees can adopt in
ethics opinions to clear up these ethical ambiguities.

C. Proposed Solutions

The Model Rules of Professional Conduct and current ethics
opinions do not provide an adequate framework to guide an attorney who
receives potentially privileged information material to his client’s interest
by way of a clawback. The MRPC presents cumbersome rules that
cannot be adapted to this new tool. Current ethics opinions provide
insufficient direction because the inadvertent disclosure and metadata
examples do not closely reflect the real world circumstances presented
by clawback agreements. This is why states need to adopt an ethics
opinion dealing specifically with the receiving attorney’s dilemma in the
clawback context. An ethics opinion would be more effective than
adopting a new rule of professional conduct because ethics opinions
discuss specific scenarios rather than simply stating black letter law.'”

174. Compare id. (describing how the New York Ethics Committee does not grasp the
innocent nature of most metadata) with N.Y. State Bar Ass’n Comm. on Prof’l Ethics,
Op. 782 (2004).

175. Colo. Bar Ass’n Ethics, Formal Op. 119 (2008). (describing how the act of
“mining” is so simple that it can be done by “right clicking” a document and selecting the
option to “review metadata,” and how FRCP 34 allows for discovery of metadata).

176. Id.

177. Id.

178. Id.

179. See Joy, supra note 72, at 329-30.
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The clawback creates a unique dilemma, and more specific guidance
provides more clarity for practitioners. Below are two ways agency law
and informed consent can be used to formulate a solution to the receiving
attorney’s ethical predicament.

1. The Duty To Provide Information

One way to solve this dilemma is through agency principles. As the
client’s agent and fiduciary, the lawyer has the duty to keep the client
reasonably informed."® In accordance with this duty, a lawyer must
provide open and honest information to his client."' Nevertheless,
clawback agreements complicate this responsibility. With a clawback in
place, must the receiving attorney report information to his principal and
potentially breach the contract?

The Restatement of Agency provides guidance regarding an
attorney’s duty to provide information to his client.'® It states that an
agent must inform the principal of information he or she knows when (1)
the principal would reasonably want to know such information and (2)
such information can be provided to the principal without violating a
superior duty owed by the agent to a third party.'®® This Note will assume
element one is satisfied because the materiality of the information
discovered is what creates the dilemma discussed in this Note."™ To
satisfy element two, a lawyer must determine whether the duty to inform
is subordinated by the attorney’s contractual obligations not to disclose.

Because the MRPC only requires an attorney to inform his client of
the “status of the matter,”185 the clawback creates an obligation to the
opposing party that is superior to the interests of his client. With a
clawback, the lawyer’s duty to the principal is subordinated in favor of a
third party for two important reasons. First, because the principal
controls the agent’s actions within the scope of their relationship'®® and
the client grants actual or apparent authority for the attorney to undertake
the clawback agreement,'”’ the obligations set by the terms of the
contract are accepted by the client.'®® For example, when the husband in

180. See GILLERS, supra note 81, at 24.

181. See Perez v. Kirk & Carrigan, 822 S.W.2d 261, 265 (Tex. App. 1991) (citing
Hefner v. State, 735 S.W.2d 608, 624 (Tex. App. 1987)).

182. RESTATEMENT (THIRD) OF AGENCY § 8.11 (2006).

183. Id. (emphasis added).

184. See supra Part I1.D.1 and 2.

185. See MODEL RULES OF PROF’L CONDUCT R. 1.4(a)(3) (2011).

186. See RESTATEMENT (THIRD) OF AGENCY § 1.01 (2006).

187. See id. §§ 3.01-03.

188. See id. § 8.11 cmt. b.
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the divorce hypothetical allows the attorney to enter into a clawback,
either explicitly or implicitly, the client is agreeing to be bound by the
terms of the contract. Consequently, the client is consenting not to be
informed about the inadvertent disclosure because the client grants his
attorney the ability to enter into a binding clawback contract.'® Second,
the information learned via clawback is outside the scope of the agency
relationship.'®® The scope of the attorney-client relationship in the
clawback context involves any information that can be used in the
representation of the client.’ Following this standard, an attorney has no
duty to inform his client of information “clawed back,” because this
information cannot be used in any proceeding because it retains
privilege.'” Accordingly, states can adopt an ethics opinion rooted in
agency law that allows attorneys to keep this information from the client.

2. Client Informed Consent

The ethical dilemma facing the receiving attorney can also be solved
if the client gives their informed consent not to be informed of
information which cannot be used in the current litigation. Informed
consent is given when a client consents to his attorney’s actions after the
attorney explains the reasonable risks and alternatives to the client.'”® In
the clawback context, the attorney would need to inform his client of the
possibility that material information may be discovered but will not be
communicated. Also, the attorney would need to explain that the
alternative to consent might be excessive and crippling discovery costs
coupled with the risk of an unintended wavier of privilege.'” Informed
consent in this context is analogous to an advanced waiver of a
concurrent conflict under MRPC 1.7(b)" because both allow a client to
waive an attorney’s ethical obligation. A client may waive a future

- conflict if, among other elements, the lawyer believes he will continue to
provide competent representation and the client gives his or her informed
consent."”® Presumably, the attorney believes his representation is

189. See id. (“The agent’s duty is satisfied if the agent uses reasonable effort to provide
the information, acting reasonably and consistently with any directions furnished by the
principal”).

190. See id. at cmt. c.

191. See RESTATEMENT (THIRD) OF AGENCY §§ 2.02-03 (2006).

192. See Joshi, supra note 7, at 35.

193. MODEL RULES OF PROF'L CoNpuCT R. 1.0¢e) (2011).

194. See Hopson v. Mayor of Baltimore, 232 F.R.D. 228, 232 (D. Md. 2005).

195. MopEL RULES OF PROF'L CoNDucT R. 1.7 cmt. (22) (2011) (explaining how
waiver of a future conflict is subject to the test in MRPC 1.7(b)).

196. Id. at 1.7(b).
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competent with a clawback in place or else he would not have agreed to
it.'” Therefore, with informed consent, an attorney can ethically keep his
client ignorant about information that will be “clawed back.”

One potential difficulty with an advanced consent is the
sophistication of the client."”® If the client is a sophisticated corporation,
then advanced consent would likely be effective.'” However, clawbacks
are being used by unsophisticated parties in small business or divorce
proceedings.”® This might not be a problem when the effect of the
client’s consent is weighed against the attorney’s ability to zealously
represent the client’s interests. For example, a conflict waiver is required
when an attorney represents an interest directly adverse to that of his or
her client,”® and thus calls into question the attorney’s ability to
zealously represent that client.” In contrast, waiving the attorney’s
obligation to inform his client about privileged information should not
affect the lawyer’s ability to represent his client. With or without a
clawback agreement, privileged information would not be disclosed.
Consequently, the client should not have an expectation of being
informed of the privileged information. Therefore, an attorney should
have no difficulty explaining this as well as the risks and alternatives of a
clawback agreement to an unsophisticated client. With sufficient
explanation, the client’s consent to not be informed pursuant to the
clawback should eliminate any ethical problems.203

197. There is a possibility that the agreement might actually make the lawyer’s
representation incompetent, and this is discussed in Part I1.C.

198. GILLERS, supra note 81, at 295 (explaining “that a client’s sophistication is a
significant consideration in determining whether its consent to a conflict is adequate™).

199. See MoDEL RULES OF PROF’L ConpucT R. 1.7 cmt. (22) (2011) (explaining that if
the client is an experienced user of legal services, then a waiver of future conflicts will
likely be effective); see also Visa U.S.A., Inc. v. First Data Corp., 241 F. Supp. 2d 1100
(N.D. Cal. 2003) (effectuating a broad wavier to future conflicts); but see Worldspan,
L.P. v. Sabre Group Holdings, Inc., 5 F. Supp. 2d 1356 (N.D. Ga. 1998).

200. See supra Part [1.D.1 and 2.

201. See MoDEL RULE OF PROF’ L CoNDUCT R. 1.7(a)(1) (2007).

202. See id. at cmt. (8).

203. See, e.g., id. at cmt. (22) (“The more comprehensive the explanation of the types
of future representations that might arise and the actual and reasonably foreseeable
adverse consequences of those representations, the greater the likelihood that the client
will have the requisite understanding.”).
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IV. CONCLUSION

The clawback agreement is an effective tool for increasing the speed
of proceedings®™ while reducing the daunting costs that ensnare modern
litigants.”® With all of the benefits clawbacks provide, it is a worthwhile
effort for attorneys to draft an agreement that adequately addresses the
ethical issues inherent with their use. As this Note discusses, current
ethics rules and ethics opinions do not sufficiently guide lawyers past
these ethical predicaments. Therefore, state ethics committees should
adopt an ethics opinion that utilizes either agency law or informed
consent to provide the type of guidance needed to further propel efficient
and affordable litigation.

MICHAEL J. SERRA

204. Without having to do pre-production privilege review, the attorney does not have
to waste time and energy before divulging documents to the opposing side.
205. See Hopson v. Mayor of Baltimore, 232 F.R.D. 228, 232 (D. Md. 2005).



