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)
. IN THE MATTER OF THE PETITION )
)

STATE OF MINNESOTA SUPREME COURY

IN SUPREME COURT F ] L E D
NO. A-8 o
DEC 27 1982

JOHN McCARTHY

OF THE MINNESOTA STATE BAR CLERK

ASSOCIATION, a corporation, )  ORDER-AMENDING-CODE OF
for Amendment of DR 9-102 and ) PROFESSIONAL REGPONSIBLILITY
9-103, and to enact a new ) FELATLING 20 CLLENI

DR 9-104 of the Code of Pro- ) TRUSI FURDS. AND

fessional Eesponsibility Re- ) ’STAELlaPihG _an—F TRUST
lating to Trust Funds, and ) ACCCUNT BOARD
)
)
)

for Establishment of a Lawyer
Trust Account Board.

WHEREAS, in the summer of 1981, the Minnesota State Bar
Association ("MSBA") appointed 2a special Committee on In-
terest on lLawyers' Trust Accounts to analyze and make recom-
mendations to the MSBA Board of Governors as to the possible
use of interest to be earned on client trust account balances

and the method of implementation of any such uses; and

" WHEREAS, that Committee prepared a final report con-
taining recommendations which were, except for minor re-
visions, approved by the Board of Governors of the MSBA on

March 27, 1982; and

WHEIREAS, the report and recommencdations of the MSBA Com-
mittee were, after due notice to the membership, presented
for consideration by the delegates and members -of the HSBa at
its annual convention assembled on June 19, 1982, and after
debate, approved by a veoice vote of the members in at-

tendance; and



WHEREAS, pursuant to ihc approvil obtained ai the MSBA
annual convention, the MSBA filed a petition with this court
on July 1, 1982, requesting that the court amend the Code of
Professional Responsibility {o provide for a mandatory pro-
gram relating to Interest on Lawyers' Trust AEcounts in the
State of Minnesota and providing for the establishment of a

- new Lawyer Trust Account- Board-to- administer-the-program;-and—

WHEREAS, after due published notice in Finance and Coz-
"perce, st. Paul Legal Ledger and Bench and Bar, this court -
set a. hearing on the MSBA petition before the court on

October 8, 1982; and

WHEREAS, various parties, including representatives of
the HSBA, and others, appeared to present their views per-
sonally to the court sitting en banc at the public hearing
beld ‘on October 8, 1982, and the Court now having given due
consideration to the proposals contained in the MSBA peti-
tion, and having considered legal briefs and correspondence
from various persons, and the presentatians by 2ll interested

parties desiring to be heard;

NOW, THEREFORE, IT 1S HEREBY ORDERED that, effecrive
July 1, 1983, Disciplinary Rules $-102, 9-103 and $%-104 of
the Code of Professional Responsibility be adopted as follows

[new material underscored; matter to be deleted lined out]:
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bR C2 FrarSIRVINC IDEXTITY OF FIRLS AND PR Y Or A CL1ENT

(A) All funds of clientn paid to & livyer or law {irm sther-than
sdvancen-for-costy~and-cxprnsce; shall be deposited in one or
mure ldentifinohle bamk fntetest hearfinp trust accounts mabnrained
$methe-state-tn-whieh-the-isw-olrbev-in-siruated s _scr forth in
DR _5~10). end No funds belonging to the lavyer or law f{irm shall
be deposited rtherein except as follovss

(1) Funds of the lauver or lav firm reasonably sufficient to
pay banmr service charges a3y be deposited therein.

(2) Fumie lwlonging in part e u elient aned 0
{art prently or petentially te Uue lawyer or law
firm must e depositedd theren, bul the purtion
belonging o the lawyer or law firm may be withe
drawn when duc uniess the right of the lawyer or
law [irm o reevive it is disputed by the elieng, in
which evemt the disputd portion shalt sol be
withdrawn unul the dispule is finally resolved.

(B) A lawyer shall:

{1) Promptly notily a efient of the recvipt of his
funds, sccunities, or other properties.

{2) Jdenlily and label sceuritics aml projeeriics
of a chent promptly vpon receipt amd plae: them
in 8 safe deposit box or other placr of safckceping
23 300n as praclicahie.

(3) Maintain compicte reennis of all funds, scew-
rities, and other propertics of & client eoming ints
the posscusion of the lawyer and render appropria
alc acrounts to hix client reganding them.

(4) Promptly pay or deliver 1o the client as
rejuested by a elient the funds, securitics, or other
propuriics in the poreession of the luwyer which
the ciient is entitied 1o receive.

DR $103 INTIRZST BEZARINC TRDST ACCOUNTS

_{A) Each trust sccoun: referred to {n DR §-102 skall be an

{rieregt bearine Truge agcount in a hank, savines Bank, Trust
comoany, savinge snd loan acsociation, savines association,
credir union, or federallv regulared investoent comranv selected
Bv 2 lavver in the execcise of ordinary srudence,

(B) A lavver who receives client funds shall mainrain s pocled

interss: bearing trust account for deposit of client funds that

are nominal in amount or exvected to be held for a short period

of zime. The interest accruing on this account, net cf any

transaction costs, shall be paid to the Lawvver Trust Account

Boare estadblished bv the Minnescta Sucreme Court.

() AY) 2llent funds shall be denosized 4n the account specified
in subdivision (B) unless thev are dedositec¢ in:

(1) A sepavate {nterest bearing Trust aceount for the
par-icular clians or client’s mazver on which the interest,
net of gnv _Transaorion costs, will be opatd te the cliear; or

(3) A ponlsd dnreresr bearing trust zccount wirh subiccounting
whirn i1l arovide for gomoutarion of {nterest esrned bv each
eliars"s &imde amd the npv=en: thereof  ner of a=v transacrion
crcss 1o the clfient,




[D) I~ derpr=txtng wvherhar to uge the accourt epesified (n .
RuhAyicinn %) pr gr goeount gnecdfied §n gubdtvicion (), @
vver ghall int d Sion the folloing factors:

(1Y The mqoun: of ¢nrerest vhich the funds would earn during

Ihe nerind thev gre ex~acred fo he dempogitred:

{23 The cos2 of eszabliching and sd={nisterine the zcepum
{r=lyding the =oge of cne lawver’s services: and

(3) The capadiliev of financial dncritytions deseribed in
gubiiveision (A) ro cplculate and pav interes: to individual
:\(:noi

DR 9-1034 REQUIRED BOCKE AND RECORDS; REQUIRED CERTIFICATL

(A) Every lavyer engaged in private practice of lav shall

L paiotaln or cause to be maintained on a current basis books and
records sufficient to denonstrate income derived froz, and
expenses related to, his private practice of law, and to
‘establish compliance with DR $-102 and DR $-103. The books and
records shall be preserved for at least six years folloving the
end of the taxable year to which they relate or, as to books and
records relating to funds or properzy of clients, for a: least
si{x years after complezion of the exployment to vhich they
relata.
(3) Every lavyer miblecr to DR 9-1034(A) shall certtfy, 4n
connection with the annual renewal of his registration and in
such form as the Clerk of the Suprese Coutt aay prescribe that he

or his lav firs maintalzs books and records as required by DR $=
1074(A).
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T e . IT 15 HEREBY FURTHER ORDERED that, effective July 1,
1983, there is hereby created under supervision of this

. Supreme’ Court a new Lawyer Trust Account Board with its

initial Rules to be aé follows:

RULE 1. COMPOSITION e

The lavyer Trust Account Board shall consist of six lswvyers
having thelir prinzipal offfces in this s2ate, three of whom the
Minnescza State Bar Assocliation may noz=inate, and three public
mezbers resident in this xtate, all appointed by this Cours to
three-year terzs except that shorter terms shall be used vhere
pecessary to assure that one—third of all terms expire each
February lst. No person miy serve more than tvo three-year

‘ terms, ip addition to any ini:z{al shorter term.. ’

(ST,

RULE 2. POSERS AND DUTIES

1 ) (a) Ceneral. The Board shall have general supervisory
' authority over the adainiszration of these Rules.

i (b) Receint and {nvestment of funds. The Boatd shall receive

: funds from lavyers’ interest bearing trust accounts and make
sppropriate tezporary investzenis of such funds pending
disbursexent of thes=.

(e) Disbarsesent of funds. The Board shall, by grents and
appropriations it deems appropriate, disburse funds for the tax
exezpt piblic purposes which the Board may prescribe from time to
time consistent with Internal Revenue Code Regulations and
relings, including those under Seczien 501 (e)(3).

(d) Records and renorts. The Board shall maintain adequate
books and records reflezzing all transactions, shall report
quarterly to the Court, and shall report annually to the
Minpesota State Bar Assoclation and to the pudlic.

RULE 3. OFFICERS

(a) Chairversen. The Board ¢hall select a Board nmezber to
serve as Chalrperson at the pleasure of the Board.

{b) Other cfficers. The Board may eleft other officers as it
dee=s appropriate and may spezify thelr duries. .

RULE &. DIRECIOR
(a) Apvointment. The Board may appoint sn Executive Director
to serve on &4 full or part time basis 3z the pleasure of the

- Board and to be paid mich compensation as the Board shall fix.

(b) Duties. The Director shall be respoasible and accounzable
to the 3card for the proper adainiszrazion of thase Rules.

(c) Services. The Director may smploy persons or contract for-
services as the Board may approve. : .

-5.
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RULE 3. COMPENSATION AND EXPENSES

The Chairperson and other menbers of the Board shall serve
without cocpensation but shall be paid thelr ressonadle and
necessary expenses incurred in the performance of thelr duties.
-All expenses of the operation of the Board shall be paid froa
funds the Board receives from lavyers’ interest bearing trust
&ccous. —

RULE 6§, DISPOSITIOR CFf FONDS DPON DISSOLUTION

If the lsvyer Trust Accours 3oard iz 2ipconsinued, any funds
then on hand shall be transferred 2o its successor sizle agency
or organization qualtfying under Internal Revesue Code seczfican
sul (e)(3), 1if any, for diszribuzion for the purposes specified
under Rule 2 or, L{f there s m™ miccassor, to the general furnd of
the State of Minnesota.

RULE 7. STPPLYMERTAL RULZS
The Board may make and adopt rules oot incoosistent vith these

Ru:les to govern the copdusr of its bhusiness and performance of
ity dities.




will

date

To assure that the program auvthorized by these rule chaﬁges
be ready for implementation on July 1, 1983, the effective
of this order,

IT IS HEREBY FURTHER ORDERED:

(a) That by April 30, 1983, the MSBA will report
to this court as to ccmpliance of the program with
governmental regulations including the approval cf the
Board of Governors of the Federal Reserve System;

{b) That by April 30, 1983, the MSBA will report
to this court on the status of administrative procecdures
that may be necessary to implement the program; and’

' {ec) That the MSBA take éuch action deemed azpropri-
ate to it to publicize to all the lawyers of the state
prior to July 1, 1983, the manner in which the Interest on

Al s »
Lawyers Trust Accounts program will function.

pated: December /¥ , 1982.

BY THE COURT

O i

Chiey Justice




