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•Defining a Conflict

•Applicable Rules

•Why Conflicts Matter

• Identifying Conflicts

•Dealing with Conflicts

Overview



• Unless all affected clients and other necessary persons consent to 
the representation under the limitations and conditions provided in 
§ 122, a lawyer may not represent a client if the representation 
would involve a conflict of interest. A conflict of interest is involved 
if there is a substantial risk that the lawyer's representation of the 
client would be materially and adversely affected by the lawyer's 
own interests or by the lawyer's duties to another current client, a 
former client, or a third person.

• See Restat 3d of the Law Governing Lawyers, § 121

Defining a Conflict



• Fiduciary Status of Attorney

• Ethics Issues

• Malpractice Issues

• Disqualification

• Fee Disgorgement

• Business Reputation

• Client Trust

• Intra-Firm Harmony

Why Should You Care About Conflicts?



• In Sheppard, Mullin, Richter & Hampton, LLP v. J-M Manufacturing 
Company, Inc., we learned that actual harm from a conflict was not 
required for a fee disgorgement claim.

• The majority held that its opinion that a conflict of interest existed 
did not require that Sheppard Mullin be denied recovery of any and 
all legal fees.

• Importantly, the Court did not support the idea that an advance 
waiver could be found to ”disclose” the conflict.

Why Do Conflicts Matter?



• USPTO Rules of Professional Conduct

• State Bar Rules

• Civil Claims/Private Right of Action

What Rules Apply?



• Clients expect loyalty
• Puts client interest first

• No actions against client’s interests

• Business dealings with clients must be fair

• Clients expect confidentiality
• Essential to relationship

• Encourages clients to be candid

• Only to be used for purposes of representation

Conflicts 101



• DIRECT ADVERSITY
• If practitioner’s conduct on behalf of one current client requires the practitioner to 

act AGAINST the interests of another current client

• Two clients on OPPOSITE sides of the “v”

• MATERIAL LIMITATION

• Representation of one client will be materially limited by:
• The practitioner’s responsibilities to another client

• The practitioner’s responsibilities to a third person

• The practitioner’s personal interests

Major Types of Conflicts



• SUBJECT MATTER CONFLICT
• A type of material limitation and direct adversity

• Relates to representing two clients concurrently before the USPTO who are seeking 
IP rights in the same general area of technology

• Added issue of Rule 56

• Much more difficult to discern

• Interaction with trade secrets

• Not only potential for “run of the mill” ethics and malpractice issues, but also 
inequitable conduct allegations

Major Types of Conflicts



• Step 1: ID the clients

• Step 2: §11.107(a) – Is there a conflict?

• Direct Adversity

• Material Limitation

• Subject Matter

• Step 3: §11.107(b)(1-4) – If yes, go through 1-4

• (2) and (3) first
• The representation is not prohibited by law

• The representation does not involved the assertion of  a claim by one client against another client 
represented by the practitioner in  the same litigation or other proceeding before a tribunal

• (1) and (4) next
• Reasonable belief

• Informed consent of each client in writing

Identifying and Managing Conflicts



• Is it a conflict to represent competitors?

• Special issues in patent matters

•Maling v. Finnegan

•Axcess International, Inc. v. Baker Botts LLP

Competitors



• Question presented:  Does an actionable conflict of interest arise when attorneys in different offices of 
the same law firm simultaneously represent business competitors in prosecuting patents on similar 
inventions, without informing them or obtaining their consent to the simultaneous representation?

• Answer:  No, this is not a per se violation

• Finnegan (Boston office) represented plaintiff Maling in the preparation and filing of patent applications 
which led to 4 patents for screwless eyeglasses

• Finnegan (DC office) represented Japanese competitor in seeking patents for screwless eyeglass 
technology

• Maling claimed that because Finnegan declined to provide him with a legal opinion addressing 
similarities between the other clients’ patents and his own patents, he was unable to obtain funding for 
his invention

Competitors



• Maling alleged negligence (delay in filing the patents; similarity to the Japanese competitors’ patents)

• Maling alleged breach of Fiduciary Duty

• Rule 1.7 of the Massachusetts Rules of Professional Conduct: a lawyer shall not represent a 
client if the representation is “directly adverse” to another client, or where “there is a 
significant risk that the representation of one or more clients will be materially limited by the 
lawyer’s responsibilities to another client, a former client or third person or by a personal 
interest of the lawyer.”

• Court found no direct adversity even if both companies were competing for the same patent

• Court found that this inquiry is very fact dependent:  here, no conflict because the companies were competing for 
different patents for similar devices and Finnegan was able to obtain patents for both clients; under different 
factual circumstances, such as where the claims are identical or obvious variants, or if there were an interference 
proceeding, or if a reasonable patent attorney believed such a proceeding was likely, there would have been a 
conflict

Competitors



Competitors



• Baker Botts represented two companies vying for similar patents at the same time
related to radio frequency identification tracking technology

• Plaintiff Axcess argued that Baker Botts sought to cover up the dual representation

• Texas state jury found Baker Botts liable for $40.5M in losses that Axcess claimed it
suffered because it would have earned that much from licensing and royalty deals if it
had “conflict-free” counsel

• Baker Botts was successful, however, in a motion for judgment that Axcess should have
know of the injury in 2007, because its executives reviewed competitors’ patents
listing Baker Botts as counsel at that time

• Lawsuit was thus untimely under the two-year statute of limitations

Competitors



– Texas appeals court affirmed

– Axcess’ expert witness’ testimony hinged on what he believed the USPTO would have
done, had an interference been initiated, and what the other company would have done,
had Axcess initiated an interference and expanded its patent claims

– The court found that “Axcess had to prove—not just suggest or theorize, but prove with
competent, non-speculative evidence—that the third parties would have actually taken
such action.”

– Objective vs. subjective case-within-the-case

Injury and damages are difficult to prove in these cases

Statute of limitations are often important

Competitors



• Who is the client?

• inventor, parent company, subsidiary, trust

• What field of intellectual property?

• Patents – inventors, assignees, joint ownership

• Trademarks – source of the goods

• What is the subject matter?

• Has everyone been counseled in advance of the representation?

Questions to Ask



• Firm represents Client A in unrelated matters.

• Client B asks for opinion as to whether it infringes a patent Client 
A owns, or whether that patent is invalid.

• Is that adverse?

Opinion Work



• Gillette:  In dicta, adverse to advise client how to “avoid infringing” patent 
obtained for former client.

• Maling:  In dicta, adverse to give noninfringement opinion for one client 
about a current client’s patent lawyer had obtained for it.

• Va. LEO 1774:  Adverse to give invalidity opinion to a client about another 
client’s patent.

• Andrews v. Beverly: Excluded non-infringement opinion because counsel 
represented patentee at time of opinion, because it “advised Beverly that its 
products did not infringe Andrew's patents, attacked Andrew's patents, 
provided potential litigation arguments and provided a factual basis for a 
potential defense against future claims by Andrew of willful infringement.”

Opinion Work



(1) Patents are sold regularly.  Is there an obligation to 
check ownership before giving an opinion?

(2)  What about the initial cut/quick look “opinions:”  is 
that adverse?  Where is the line?

Opinion Work



Outside Counsel Guidelines

• Outside Counsel Guidelines (OCGs) began as billing guidelines 

• In many cases, OCGs have now become much more comprehensive, governing numerous 

aspects of law firm management including:

• Conflicts of interest management

• Use of associates and non-lawyer personnel

• Insurance and risk management mandates

• Confidentiality and information security requirements

• The decision to agree to policies that may be inconsistent with the general practice of the law 

firm requires special consideration by the firm

Hidden Issues



Client Identification and Conflicts Management

–Some OCGs may define the “client” to include the corporate entity and 
all of its affiliates/subsidiaries.

–Conditions in OCGs may include:
• Preventing advance waivers;

• Precluding representation of certain competitors, notwithstanding professional 
conflicts rules; and

• Preventing a firm from taking inconsistent business positions on behalf of other 
clients.

Hidden Issues



• Informed Consent and Effective Waivers

• Multiple Representation – Issues of practitioner/client privilege and duty of 
confidentiality under §11.106

• Managing Unbundled Services

• Limitation on scope should be informed and in writing

• Limitations on scope must be reasonable under the circumstance

• Act within that scope

• Changes in scope should be documented

Hidden Issues



• Firm represents SmallCo for trademark application - Mark issues

➢Can Firm then represent BigCo in unrelated litigation against SmallCo? 

➢What if Firm promised to provide future services? 

➢What was SmallCo’s perception?  

➢Did Firm allow perception by conduct or silence? 

➢What did the Engagement Agreement say?

Hidden Issues



• Firm provides invalidity and non-infringement opinion for SmallCo.  Six months later, 
SmallCo asks for, and Firm provides, supplemental opinion.   A year later, SmallCo asks 
for, and Firm provides, another supplemental opinion.  A year after that, BigCo asks 
Firm to sue SmallCo in unrelated matter.

➢Can Firm sue SmallCo? 

Hidden Issues



A practitioner shall not enter into a business transaction with a client or 
knowingly acquire an ownership, possessory, security or other pecuniary 
interest adverse to a client unless:

(1) the transaction and terms on which the practitioner acquires the interest 
are

• fair and reasonable to the client AND

• are fully disclosed and transmitted in writing in a manner that can be 
reasonably understood by the client;

Business Transactions



(2) the client is advised in writing of the desirability of 
seeking and is given a reasonable opportunity to seek the 
advice of independent legal counsel on the transaction; and

(3) the client gives informed consent, in a writing signed by 
the client, to the essential terms of the transaction and the 
practitioner's role in the transaction, including whether the 
practitioner is representing the client in the transaction.

Business Transactions



WHY?

• Practitioner knows more, training, skill + the trust and confidence the client places in practitioner –
potential for OVERREACHING

• Situations where this comes into play:

Loans from client to attorney and vice versa

Sale of goods and services related to practice of law

• like your law practice – retirement

• title insurance agent on a RE transaction

• buying property from an estate he/she represents

• rather than retainer, client pays you by giving you an interest or gold bars, vacant land, etc. [non-
monetary property]

• NOT standard commercial transactions where there is no relationship

Business Transactions



• FAIR & REASONABLE
• Terms communicated in manner that can be understood – differ 

depending on sophistication of client

TIMING
• Have to be given time to consider options
• Not a duress situation

• WHAT TO EXPLAIN
• Material risks of the proposed transaction
• Existence of reasonably available alternatives
• Why the advice of independent legal counsel is desirable

Business Transactions



• Problem – Client expects practitioner to be impartial BUT not so – looking 
out for his/her own interest

• MUST disclose – Like §11.107

• the risks associated with the practitioner's dual role as both legal 
adviser and participant in the transaction

• the risk that the practitioner will structure the transaction or give legal 
advice in a way that favors the practitioner's interests at the expense of 
the client

Business Transactions



• You represent Gatsby in a patent prosecution matter.  Gatsby has told you he has tons 
of $$ and is on the lookout for good investments.

• You and your partner have just started your own invention promotion business and you 
offer Gatsby an opportunity to become a silent partner.

• You text him and say that if he invests 200k tonight, he’ll be in for 49% - but you have to
know before COB today.  You also tell him the deal is so hot that you have not had time 
to write up any of the papers.

• Gatsby wires the 200k.

➢Problem…

Great Gatsby





Rule §11.108(f)

A practitioner shall not accept compensation for representing a 
client from one other than the client unless:

(1) the client gives informed consent;

(2) there is no interference with the practitioner’s 
independence of professional judgment or with the client-
practitioner relationship; and

(3) information relating to representation of a client is 
protected as required by 11.106.

Getting Paid by Another



• You represent Darling Daughter and her roommate in a trademark matter for the jewelry business they 
own jointly.  Your fee is paid by Darling’s Dad, with Darling’s consent. 

• Immediately after your first consultation with Darling and her roommate, Dad calls and wants to talk 
about how he might help his daughter with issues he sees regarding the mark, how Darling is running 
her business, etc.  In the course of the meeting, you tell Dad about the potential problems in  pursuing 
the mark and about some disagreements Darling is having with her roommate and business partner, 
believing that this is in Darling’s best interest.

• You also tell Dad that you are considering filing an express abandonment, but Dad says he does not want 
this to happen and he will not pay the fee if you continue with this line of action.

➢Problem?  What rule(s) apply?

Family Affair



➢YES – §11.108(f)(3) – Practitioner’s duties flow to the client, not the 
person paying.

➢Other Rules – §11.102(a)? §11.106?

Family Affair



From Whom Do I/Can I Take Direction/Fees?

• Best Practice is speaking to the client directly…not always the case

• USPTO allows practitioner to rely upon/accept compensation from a 
foreign agent – See 1086 OG 457 (1/12/88)

• Practitioner must exercise own independent judgment & conduct a 
reasonable inquiry before filing even with written authorization 

• Reliance on a foreign agent’s work product may lead to problems before 
the Office or legal malpractice issues for the US practitioner

Foreign Associates



Rule 11.108(h):

A practitioner shall not:

(1) make an agreement prospectively limiting the practitioner's liability to a client for malpractice unless 
the client is independently represented in making the agreement; or

(2) settle a claim or potential claim for such liability with an unrepresented client or former client unless 
that person is advised in writing of the desirability of seeking and is given a reasonable opportunity to seek 
the advice of independent legal counsel in connection therewith.

**Settling malpractice claim may not bar filing of disciplinary grievance.

Limiting Liability



Rule 11.108(i):

A practitioner shall not acquire a proprietary interest in the cause of action 
or subject matter of litigation, or a proceeding before the Office which the 
practitioner is conducting for a client, except that the practitioner may, 
subject to the other provisions in this section:

(1) & (2) are the same and ABA MRPC

(3) In a patent case or a proceeding before the Office, take an interest in 
the patent or patent application as part or all of his or her fee.

Proprietary Interest



Duties to Former Client



What is the Same or a Substantially Related Matter –

• Fact specific

• Question of degree-how involved was the lawyer

• Question to ask – was the practitioner so involved that the subsequent 
representation can be regarded as a “changing of sides”

Duties to Former Client



Substantially Related

• Same transaction or legal dispute OR

• Substantial risk that confidential factual information would advance the client’s 
position in the subsequent matter

• Represented CEO, learned extensive private financial info, could not later represent CEO’s wife in the divorce

• Lawyer could not properly seek to rescind on behalf of a new client a contract drafted on behalf of the former client

• Represented a client in securing environmental permits to build mall, could not later represent neighbors seeking to 
oppose rezoning of the property on the basis of the environmental considerations

• Not precluded from defending a tenant of the then completed mall in an eviction action 

Duties to Former Client



• ABA Formal Ethics Opinion 497 (2/10/21)

• Exists Where:

• A lawyer is negotiating or litigating against a former or prospective 
client or attacking the work done for the former client. 

• A lawyer is cross-examining a former or prospective client.

• NOT generalized financial harm nor a claimed detriment that is not 
accompanied by demonstrable and material harm or risk of such harm 
to the former or prospective client’s interests

Duties to Former Client



STEP ONE:

• Does the new representation involve the SAME or a SUBSTANTIALLY 
RELATED MATTER in which the new client’s interests are MATERIALLY 
ADVERSE to those of the old client? 
• If YES, the practitioner MUST DECLINE the new client, unless informed consent 

in writing. [§11.109(a)]

• If NOT, move to Step 2

Duties to Former Client



STEP TWO:

• Does the new representation involve the possibility that 
CONFIDENTIAL INFORMATION learned from the old client 
might be used to the old client’s disadvantage?  
• If YES, the practitioner MAY take the new matter, but must make 

sure that the §11.106 info is not used or revealed. [§11.109(c)(1)(2)] 
AND informed consent in writing

Duties to Former Client



Duties to Former Client















Ivan contacts Larry about patenting invention on improved rubber for tires.  Ivan and Smith own SmallCo.  
Larry meets Ivan and Smith, they provide him with information for application.  Ivan and Smith say 
invention could become standard in auto industry.

• Who is Larry’s Client? 

• Ivan

• Smith 

• SmallCo 

• Scope of representation

• Geographic limits (e.g. U.S. only or foreign)

• Temporal limits (e.g. post-issue, continuations)   

• Licensing or enforcement included

Scenario 1



Conflict check shows Larry’s firm represents Ford in employment 
litigation.

➢Can Larry accept SmallCo representation?

• Directly adverse to Ford? 

• Significant risk that representation would be materially 
limited by firm’s duties to Ford? 

Consider limiting scope of engagement and  appropriate conflict 
waiver language

Scenario 2



Assume Larry’s firm represents a Ford subsidiary

➢Can Larry accept the representation adverse to Ford while also 
representing subsidiary?

• Wholly owned vs. partially owned 

• Same or different management; legal

Consider defining “the client” so not to include other family members 
and/or waiver

Scenario 3



Larry identifies Ivan and Smith as co-inventors.  Smith instructs 
Larry to amend claims.  Result is Ivan not a co-inventor

➢Did Larry breach duty of loyalty to Ivan?

➢Did he have an ethical duty to Ivan? 

Consider having entity as only client & specify who speaks for it 

Scenario 4



SmallCo’s patent application is rejected under 102 based on a Ford published 
application.

➢What can lawyer do? 
• Characterize reference in a way that favors Small?

• Agree with examiner and narrow Small’s claims?

• Argue Ford application not enabling?  

• May be a material limitation conflict 

Consider renewing conflict check during prosecution to account for new 
information

Scenario 5



Firm represents Ford for patents relating to improved 
braking system (E/M).  SmallCo asks Firm to represent it on 
an improved rubber for automotive and other vehicle tires 
(Chem).

➢ Is this a conflict? 

Scenario 6
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