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SUMMARY

The New York Court of Appeals addressed the priority between an attorney's charging lien under

Judiciary Law § 475 and a bank's right to set off its judgment against the client's judgment. The court

held that when competing claims arise from the same transaction or instrument, the setoff takes

priority and the attorney's lien attaches only to any net recovery remaining after offsetting the

judgments. Because the bank's judgment exceeded the defendants' judgment, the court reversed the

order enforcing the charging lien and dismissed as academic the companion appeal concerning

postjudgment interest.
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The parties appealed from orders concerning the priority of an
attorney's charging lien against a client's judgment and the client's
opposing party's right of setoff. Banque Indosuez appealed the
Appellate Division's determination that the charging lien had priority;
Sopwith Holdings Corp. and related defendants separately appealed

the denial of postjudgment interest on the lien.

Review of the legal priority between an attorney's statutory charging
lien and an opposing party's right of setoff; no factual merits issues

were before the court.
Published precedential opinion of the New York Court of Appeals

Banque Indosuez, Sopwith Holdings Corp. et al. in the companion
appeal v. Sopwith Holdings Corp. et al., Banque Indosuez in the

companion appeal
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QUESTIONS PRESENTED

1. Whether an attorney's charging lien under New York Judiciary Law § 475 has priority over an opposing

party's right to set off a judgment when both judgments arise from the same transaction or instrument.

2. Whether the attorneys' charging lien can be enforced when the client's judgment is fully offset by the
opposing party's larger judgment.

3. Whether the appeal concerning postjudgment interest on the charging lien remained justiciable after the

lien was held unenforceable against any net recovery.

HOLDINGS

1. When competing claims arise from the same transaction or instrument, the opposing party's judgment
has priority over the attorney's charging lien because the parties' equities must be balanced before

determining the client's net recovery.

2. Under Judiciary Law § 475, where competing claims arise from the same transaction or instrument, an
attorney's charging lien is recoverable only against the client's net recovery, if any, after the parties'

judgments are offset.

3. The appeal concerning postjudgment interest on the charging lien was academic because the lien could
not be collected against any net recovery.

KEY QUOTATIONS

“We therefore hold that where competing claims arise out of the same transaction or instrument, an attorney's
charging lien under section 475 will be recoverable against the client's net recovery, if any, after offsetting the
parties' judgments.” (98 N.Y.2d at 43-44)

“Here, the Sopwith defendants won no net recovery because the Bank's $3.5 million judgment against them
exceeded their $2.4 million judgment against the Bank.” (98 N.Y.2d at 44)

FACTUAL BACKGROUND

Banque Indosuez entered into foreign-exchange trading agreements with five investment companies, including
the Sopwith defendants. The agreements addressed collateral and expressly required the customers to pay the
Bank's legal fees and costs incurred in preserving and enforcing its rights. After consolidated litigation, the
Sopwith defendants received a $2.4 million conversion judgment, while the Bank obtained a $3.5 million
judgment for attorneys' fees and costs arising from the same agreements. The defendants' attorneys asserted an
$860,666.64 charging lien against the conversion award.



PROCEDURAL HISTORY

Banque Indosuez and several corporate customers litigated competing claims arising from foreign-exchange
trading agreements. After a consolidated jury trial, the Sopwith defendants obtained a $2.4 million conversion
judgment, while Banque Indosuez later obtained a $3.5 million judgment for contractual attorneys' fees and
costs. Supreme Court and the Appellate Division ordered that the defendants' attorney's charging lien be paid
before Banque Indosuez could set off its judgment. The Court of Appeals reversed that priority determination

and dismissed the companion postjudgment-interest appeal as academic.
DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

In case number 36, reverse the judgment appealed from and the Appellate Division order brought up for review,
with costs, and remit the case to Supreme Court for further proceedings consistent with the opinion. In case

number 37, dismiss the appeal without costs as academic.
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