This document is made available electronically by the Minnesota Legislative Reference Library
as part of an ongoing digital archiving project. http://www.leg.state.mn.us/Irl/Irl.asp

ANNUAL REPORT
OF THE
MINNESOTA

CLIENT SECURITY BOARD
TIMOTHY M. O'BRIEN MARTIN A. COLE
CHAIR DIRECTOR
2200 Wells Fargo Center 1500 Landmark Towers
90 South 7th Street 345 St. Peter Street
Minneapolis, MN 55402-3901 St. Paul, MN 55102-1218
(763) 287-5608 (651) 296-3952

JULIE E. BENNETT
ASSISTANT DIRECTOR

July 2013



II.

III.

TABLE OF CONTENTS

Page
YEAR IN REVIEW ....ooooovooeeesssmnsssssssssssssssssssssssssssssssssssssssssssssessssssssssssssessssssenes 1
THE CLIENT SECURITY BOARD AND ITS PROCEDURES ..........cccvresssree 2
GOALS AND OBJECTIVES ..cvovvvvvveverssssssmsssssssssssssssssssssssssssssssssssssssssssssssssses 5
APPENDICES
REIMBURSEMENTS AND LOSSES CLAIMED............c.cccecrerermssnes A.1-A.2
CLIENT SECURITY BOARD FINANCIAL HISTORY ...ccovvvssrsrereree A.3
LIST OF CURRENT AND FORMER BOARD MEMBERS................. A.4

CLAIMS PAID AND AMOUNTS PER ATTORNEY ........ccouueeee. A.5-A.9



L YEAR IN REVIEW

Rule 1.10, Minnesota Rules of the Client Security Board (MRCSB), provides:

At least once a year and at such other times as the Supreme Court may
order, the Board shall file with the Court a written report reviewing in
detail the administration of the Fund, its operation, its assets and
liabilities.

This twenty-sixth annual report of the Minnesota Client Security Board covers the
Board's fiscal year, FY2013, which began July 1, 2012, and ended on June 30, 2013.

The Client Security Board approved 27 claims this year, in the total amount
of $373,854.24 (see Appendix 1, A. 1-2).! The Board also reconsidered a prior claim
and approved an additional payment to the claimant in the amount of $11,894.66.

Thirty-four (34) new claims were filed this past year. Sixty (60) claims were
carried over from the previous year. In addition to the twenty-seven (27) claims
which were approved for payment, twenty-five (25) claims were denied and no
claims were withdrawn. At the end of June 2013, forty-two (42) claims against
twenty-two (22) different lawyers remain pending before the Board. In some
instances, related disciplinary or civil proceedings are pending, completion of
which the Board is awaiting prior to being able to resolve the claim. Overall, after
twenty-five years of paying claims, the Board has now paid $6,853,870.55 on 538
claims against 148 lawyers (see Appendix 4, A. 5-9).

The Fund continues to be fiscally healthy.

1 Deno W. Berndt 12 claims $339,269.24
Albert A. Garcia, Jr. 2 claims $7,500.00
Richard Haefele 1 claim $400.00
Nathaniel P. Hobbs 4 claims $5,701.00
Steven P, Lundeen 2 claims $1,800.00
Nathan K. McLean 2 claims $4,467.00
Joseph Rymanowski, Jr. 1 claim $2,262.00
Maria Katherine Woroby 3 claims $12,455.00



II. THE CLIENT SECURITY BOARD AND ITS PROCEDURES
Board Members. As of June 30, 2012, the following individuals served on

the Board (see Appendix 3; A. 4):

Name City Term Expires

Timothy M. O’Brien, Chair =~ Minneapolis June 30, 2013 (second term)
Kathleen Clarke Anderson ~ Minneapolis June 30, 2014 (first term)
Dana Banwer Minneapolis June 30, 2014 (first term)
Kenneth D. Butler Duluth June 30, 2014 (second term)
Mary L. Medved Shoreview June 30, 2013 (first term)
Paul C. Peterson Minneapolis June 30, 2015 (second term)
Daniel A. Tollefson Becker June 30, 2015 (first term)

Timothy O’Brien, a private attorney from Minneapolis, Minnesota, served as
the Board’s Chair for the past year. Mr. O’Brien has now completed his second
term and will be leaving the Board. Mr. O’Brien’s leadership successfully balanced
efficiency with ensuring each claim was fully discussed. Mr. O’Brien brought vast
insight of public service and firm practice to the cause of client protection.

Ms. Medved was appointed to a second term which will begin July 1, 2013.
The Minnesota State Bar Association (MSBA) nominated Robert Bauer of Apple
Valley to replace Mr. O’Brien and the court approved the selection. Mr. Bauer’s
term will begin July 1, 2013. The Board elected Mr, Butler to serve as chair for fiscal
year 2014.

The MSBA nominates three of the five attorney members; currently Mr.
(O’Brien, Ms. Banwer and Mr. Tollefson are the MSBA nominees. Ms. Medved and
Ms. Anderson are the Board’s current public members. The Board’s liaison justice
from the Supreme Court is Justice Alan Page.

Funding and Budget Procedures. Most lawyers in Minnesota, who pay

lawyer registration fees, pay $12 per year to support the Fund. In 1998, the



Supreme Court recommended informal parameters for the Fund of $1.5 million and
$2.5 million, with the Board to report to the Court if the Fund drops below or
exceeds these figures. The Board projects fiscal year-end balances of approximately
$3.7 million in June 2012 and $3.6 million at the end of June 2013. This is above the
Court’s recommended parameters and has been reported to the Court.

The Board does not directly handle any funds or the investment of the Fund.
The assessment is collected through the Office of Lawyer Registration and placed
into a segregated fund within the State Treasury. This past year the assessment
generated approximately $340,000. The Board also received approximately $20,000
in interest income and approximately $31,000 in restitution payments from lawyers
on whose behalf claims have been paid.

The Board anticipates total income from all sources this coming year of
approximately $394,000. The Board has budgeted $465,858 in total expenditures for
next year. Based upon the information presently available to the Board concerning
pending claims or known potential claims, the Board budgeted $400,000 for claim
payments next year. The Board has budgeted $65,858 budgeted for all non-claim
expenses, including staff services, supplies, enhancements to the Board’s computer
database and representation at national client protection conferences. In most
years, the Board spent less than the budgeted amount on non-claim expense items.
(Appendix 2, A.3.)

Administration. The Office of Lawyers Professional Responsibility (OLPR)
provides staff services to the Client Security Board. Martin Cole has served as the
Director of the Client Security Board since April 2006. Assistant Director, Julie E.
Bennett, and paralegal, Tricia Jorgensen, handle the day-to-day operations of the

Fund including contact with respondents and claimants.



Following each meeting, the Board issues a press release regarding claims
approved pursuant to the Board’s policy. The press releases are also posted on the
Board’s Web site to provide public information about the Board’s activities. The
Web site also contains answers to frequently asked questions (FAQs), the Board's
rules, the claim form, staff directory, copies of the current and past annual reports
and an updated list of attorneys against whom claims have been paid, similar to
that at Appendix 4 (A. 5-9). The Web site also has links to articles written about the
Client Security Board.>

The Minnesota Attorney General provides legal services to the Client
Security Board in enforcing its subrogation rights against attorneys on whose behalf
the Board has paid claims, or against any third persons from whom payments may
be legally obtained. Assistant Attorneys General Scott Grosskreutz, Jackson Evans,
Angela Behrens and Jocelyn Olson represent the Board in subrogation matters. The
Board pays no attorney fees for this representation, but is responsible for direct
costs of collection efforts and litigation. Where appropriate, the Attorney General
also assists the Board in being listed as a victim in criminal restitution orders.

Also as a part of the collection process, the Board may forward matters to the
Minnesota Department of Revenue (MDOR), which has a division created to assist
government agencies in their collection work. Although the Attorney General
continues to handle most matters for the Board that are contested, or that appear
capable of prompt resolution, other matters are referred to MDOR. The referrals to
MDOR are made electronically, thereby allowing referrals to be made more quickly.

Claims Procedure. Claims are initiated by the submission of a claim to the

Director’s Office on forms approved by the Board. Claimants are provided forms

2 The Client Security Board Web site address is: http://csb.mncourts.gov.



and a brochure to help explain the process. The claim form, brochure and copies of
the Board'’s rules are also available via the Board’s Web site.

After a claim is submitted, the respondent attorney is provided an
opportunity to respond in writing. The Board also has access to all lawyer
disciplinary files, from which considerable information may be obtained.

The rules provide that claimants are expected to pursue reasonably available
civil remedies. In order to avoid hardship and provide prompt claim resolution
and payment, the Board may exercise its discretion by waiving this requirement
when it is already known that the Attorney General will be pursuing litigation
against the attorney under the Board’s subrogation rights.

Generally, attorney disciplinary proceedings against the respondent attorney
will have been completed before any Client Security payment is made. The Board
relies heavily, although not exclusively, upon findings made in related lawyer
disciplinary actions, or in related civil or criminal cases whenever possible. The
Board has no aggregate limits on the amount that may be paid on a lawyer’s behalf.
The maximum payment per claim is $150,000, one of the highest limits in the
country. It appears to remain a sufficient maximum amount at this time.

If a claim is denied, the claimant and respondent are notified in writing of
the Board’s determination and reasoning. The claimant has the right to request
reconsideration and a discretionary meeting with the Board, so that all claimants
have a full opportunity to present the merits of their claim.

III. GOALS AND OBJECTIVES

No major funding issues are anticipated this coming year. The Board has
experienced members who continue to provide sound leadership. The Fund’s
principal goal is to provide as close to 100 percent payment to 100 percent of the

valid claims, subject to the Board’s maximum payment of $150,000. Prompt















Minnesota Client Security Board Members

*Kathleen Clarke Anderson
*Sister Mary Madonna Ashton

Dana Banwer
Bailey W. Blethen
Daniel L. Bowles
*Sandra Brown
Kim Buechel Mesun
Kenneth D. Butler
Richard I. Diamond
Gary G. Fuchs
Gilbert W. Harries
*Sheldyn M. Himle
*Jean L. King
Timothy J. Kuntz
Earle F. Kyle 1V
Robert T. Lund
*Beverly K. McKinnell
*Mary L. Medved
Richard A. Nethercut
Timothy M. O’Brien
Melvin . Orenstein
*Constance S. Otis
Paul C. Peterson
*Judith A. Pinke
Michael T. Rengel
*Bonnie R. Russ
Daniel L. Rust
Warren R. Sagstuen
*Sally D. Sawyer
Ronald B. Sieloff
Harriet J. Sims
Daniel A. Tollefson
James B. Vessey
Nancy L. Vollertsen
John S. Watson
Margaret L. Westin

*Public Members

1987-2013

BOARD MEMBERS

Minneapolis
St. Paul
Minneapolis
Mankato
Edina
Minnetonka
St. Paul
Duluth
Minnetonka
Eagan
Duluth
Minneapolis
St. Paul

South St. Paul

Minneapolis
Bloomington
St. Paul
Shoreview
Harmony
Minneapolis
Minneapolis
St. Paul
Minneapolis
Minneapolis
Fergus Falls
St. Paul
Crookston
Minneapolis
Minneapolis
St. Paul
Minneapolis
Becker
Minneapolis
Rochester
Minneapolis
Minneapolis
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2010-present
1992-1998
2011-present
1991-1997
1994-2000
1990-1996
1993-1999
2008-present
1997-2003
2002-2008
1987-1991
2008-2010
1987-1992
1996-2002
1993-1996
2003-2009
1996-2002
2010-present
2006-2012
2007-present
1987-1993
1987-1990
2009-present
1998-2004
2001-2007
2004-2010
1995-2001
2000
2002-2008
1987-1994
2005-2011
2012-present
1987-1993
1987-1995
2000-2006
1999-2005
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