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SUMMARY

The Washington Supreme Court considered whether a joint venture proposal for a debt collection
business was entered into in violation of former Washington RPC 1.8(a) and RPC 1.7. The court held
that the proceedings satisfied procedural due process, the business transaction violated former RPC
1.8(a) and RPC 1.7, the transaction was unenforceable under the circumstances, and rescission was an
appropriate remedy.
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QUESTIONS PRESENTED

1. Whether considering the merits of the alleged former RPC 1.8(a) violation violated Powers's or LK
Operating's procedural due process rights.

2. Whether Powers entered the business transaction contemplated by the joint venture proposal in violation
of former RPC 1.8(a).

3. Whether Powers violated former RPC 1.7 by representing clients with directly adverse interests without
the required written informed consent.

4. Whether rescission was an appropriate remedy for the RPC violations and the resulting public-policy
infirmity of the transaction.

HOLDINGS

1. The proceedings below satisfied procedural due process. Powers did not assert a protected liberty or
property interest in the contract action, and LK Operating received sufficient notice and a meaningful
opportunity to be heard regarding former RPC 1.8(a).

2. The joint venture proposal constituted a business transaction subject to former RPC 1.8(a), and Powers
entered that transaction in his capacity as an attorney even though LK Operating, rather than Powers
personally, received the ownership interest.

3. Powers violated former RPC 1.8(a) as a matter of law because the transaction and its essential terms and
parties were never fully disclosed and transmitted to Collection Group in writing.

4. Powers violated former RPC 1.7 by representing Fair and LK Operating in matters involving directly
adverse interests without the required written informed consent and disclosures.

5. The business transaction was presumptively unenforceable as contrary to the public policy embodied in
former RPC 1.8(a), and rescission was an appropriate remedy under the circumstances.

KEY QUOTATIONS

“The proceedings below satisfied the requirements of procedural due process because the parties received
sufficient notice and a meaningful opportunity to be heard regarding the issues presented for judicial
determination.” (58)

“A contract formed in violation of former RPC 1.8(a), by definition, includes at least one attorney and one
current client as parties to the contract and, by definition, meets at least one of the following criteria:” (81)

“We simply reaffirm that a contract entered in violation of former RPC 1.8(a) may not be enforced unless it
can be shown that notwithstanding the violation, the resulting contract does not violate the underlying public
policy of the rule.” (90)

“Neither LKO's nor Powers' rights to procedural due process were violated.” (95)



FACTUAL BACKGROUND

Brian Fair formed Collection Group, LLC to operate a debt-collection business and proposed a joint venture
under which Fair would provide management services, Powers and the Law Firm would provide legal services
without itemized fees, and LK Operating would provide financing in exchange for an ownership interest. LK
Operating funded approximately one-half of the cost of multiple debt portfolios, while Powers and the Law Firm
provided Collection Group with legal services without billing it. The proposed transaction was never
memorialized in a writing identifying the parties, terms, and roles, and the parties later disagreed over ownership
and the disposition of Collection Group's business.

PROCEDURAL HISTORY

LK Operating filed a contract action against Fair and Collection Group concerning ownership interests, breach
of contract, and breach of fiduciary duty. The trial court consolidated that action with Fair and Collection
Group's legal-malpractice action against Powers, granted partial summary judgment for Fair and Collection
Group, ordered rescission of the joint venture transaction, and awarded LK Operating the amount it had invested
plus interest. The Court of Appeals affirmed, and the Washington Supreme Court granted review and affirmed.

DISPOSITION

affirmed
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