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QUESTION PRESENTED 
 

Under the Texas Disciplinary Rules of Professional Conduct, is it permissible for a 
lawyer to arrange for a debt management services company owned by the lawyer to refer 
customers of the company to the lawyer’s law firm for legal services?  

 
 
STATEMENT OF FACTS 
 

A lawyer, who practices law in a law firm owned and controlled by the lawyer, creates a 
debt management services company in accordance with chapter 394 of the Texas Finance Code 
to assist customers in settling their debts.  The debt management services company is separate 
from the law firm and does not provide legal services.  The lawyer wishes to arrange for the debt 
management services company to refer its customers who are in need of legal services to the law 
firm. 

 
 
DISCUSSION 
 

Debt settlement companies provide advice to customers about strategies related to their 
finances and they seek to negotiate the reduction or settlement of their customers’ debts.  In 
many cases, advice on a customer’s debt situation would include consideration of existing or 
potential legal claims against the customer and possible legal actions that might be taken by the 
customer with respect to these claims.  For these legal matters the customer would need legal 
advice and representation and the customer would frequently be open to recommendations as to a 
lawyer or law firm to provide such legal services. 

 
Under the Texas Disciplinary Rules of Professional Conduct, “a lawyer should act with 

competence, commitment and dedication to the interest of the client and with zeal in advocacy 
on the client's behalf.”  Comment 6 to Rule 1.01.  Rule 2.01 requires that a lawyer “exercise 
independent professional judgment and render candid advice.” 

 
The Disciplinary Rules prohibit a lawyer from representing a client in a matter where the 

lawyer's interests conflict with the interests of the client except in situations where a client may 
appropriately consent to the representation after being fully informed concerning the conflict. 
Rule 1.06(b)(2) provides in pertinent part as follows: 

 
"... except to the extent permitted by paragraph (c), a lawyer shall not represent a 
person if the representation of that person: 



 . . . . 
             (2)  reasonably appears to be or become adversely limited by the lawyer's 
or law firm's responsibilities . . . to a third person or by the lawyer's or law firm's 
own interests." 
 

Loyalty and zealousness on behalf of a client are impaired when a lawyer's own interests 
foreclose alternative courses of action that should be considered for a client.  See Comment 4 to 
Rule 1.06.  Comment 5 to Rule 1.06 cautions that “[a] lawyer should not allow related business 
interests to affect representation . . . .” 

   
Thus the lawyer and his law firm must address the question of whether representation of 

customers of the company will involve impermissible conflicts of interest.  When the lawyer’s 
law firm has accepted a referral from the debt management services company of a legal matter 
involved in the customer’s debt situation, the law firm will necessarily be advising the 
company’s customer concerning matters on which the debt management services company has 
also given advice.  The law firm is required by the Texas Disciplinary Rules to provide legal 
advice based solely on the best interest of the law firm’s client, but the law firm will in these 
circumstances almost certainly be limited in its ability to provide independent advice concerning 
courses of action that have been recommended or rejected by the debt management services 
company.  Thus there will inevitably arise a conflict of interest under Rule 1.06(b)(2)—the 
representation of the company’s customer by the law firm will reasonably appear to be limited 
by the lawyer’s interests as owner of the debt management services company.  

  
Even in the presence of a conflict of interest under Rule 1.06(b)(2), a lawyer may 

continue to represent a client if the requirements of Rule 1.06(c) are met: 
 

"A lawyer may represent a client in the circumstances described in (b) if: 
(1) the lawyer reasonably believes the representation of each client will 

not be materially affected; and  
(2) each affected or potentially affected client consents to such 

representation after full disclosure of the existence, nature, implications, and 
possible adverse consequences of the common representation and the advantages 
involved, if any." 

 
Applying the provisions of Rule 1.06(c), the lawyer must first reasonably determine whether his 
ownership of the debt management services company will materially affect his law firm’s legal 
representation of the client. The lawyer, as owner of the company, would have a strong interest 
in the well-being of the debt management services company and, at the same time, would as a 
lawyer owe undivided loyalty to the client.  This is exactly the type of situation that the 
provisions of Rule 1.06(b) and (c) are intended to prevent.  In the opinion of the Committee, the 
lawyer could not reasonably believe that, if the interests of the debt management services 
company and the client came into conflict, the lawyer and his law firm could act with 
commitment and dedication to the client or that he could exercise independent professional 
judgment and render candid and critical advice concerning the client’s debt situation and 
lawsuits or claims that might arise from that debt.  In all cases where the law firm proposes to 
provide legal representation to a customer of the company on matters relating to the customer’s 



debt situation, the Committee believes that the lawyer and his law firm could not reasonably 
determine, as required by Rule 1.06(c)(1), that representation of the client would not be 
materially affected by the lawyer’s ownership of the debt management services company.  
Accordingly it is the opinion of the Committee that the law firm could not accept referrals of 
customers of the debt management services company as to matters on which the debt 
management services company has provided any type of services.  Only where there was a 
referral to the law firm of legal matters wholly unrelated to the matters for which the debt 
management services company provided advice would the law firm be able to accept the referral 
without violation of the conflict of interest rules. 
  

In other similar circumstances, this Committee has determined that a lawyer would be 
unable to comply with the requirements of Rule 1.06(c)(1).  In Professional Ethics Committee 
Opinion 543 (April 2002), the Committee determined that the requirements of Rule 1.06(c)(1) 
could not be met where a healthcare provider referred patients with personal injury claims to a 
lawyer who was also the healthcare provider's in-house counsel.  Similarly, in Opinion 555 
(December 2004), the Committee determined that a lawyer’s ownership interest in a chiropractic 
practice to which the lawyer would refer his clients for treatment would create a conflict of 
interest under Rule 1.06(b) that could not be cured by client consent under Rule 1.06(c).  Finally, 
in Opinion 641 (May 2014), the Committee determined that the conflict of interest inherent in 
the situation where a financial planning services company refers customers to a lawyer who is 
regularly engaged by the financial planning services company cannot normally be cured under 
Rule 1.06(c) even with consent of the clients concerned except in the case of legal matters 
unrelated to the customer’s relationship with the company. 

 
In the case of legal matters referred by the debt management services company to the 

lawyer’s law firm that do not involve prohibited conflicts of interest, the lawyer, in his role as 
owner and controlling person of the debt management services company and in his role as owner 
of his law firm, will be required to act honestly and avoid actions that would constitute 
dishonesty or misrepresentation prohibited by Rule 8.04(a)(3).  The lawyer, as the person owning 
and controlling the debt management services company, would not be permitted to cause or 
permit the company to recommend the lawyer’s law firm to a customer of the company unless 
the law firm was appropriate for the provision of legal services in the particular case.  Moreover, 
in these circumstances, any recommendation of the lawyer’s law firm would have to be 
accompanied by disclosure of the common ownership and control of the debt management 
services company and the law firm.  Finally, the lawyer could not through his debt management 
services company provide below cost services or other benefits to customers as a means of 
soliciting business for the lawyer’s law firm in violation of Rule 7.03(c).   
 
 
CONCLUSION 
 

Under the Texas Disciplinary Rules of Professional Conduct, it is not permissible for a 
lawyer to arrange for a debt management services company owned by the lawyer to refer 
customers of the company to the lawyer’s law firm for legal services except as to matters 
unrelated to matters for which the company has provided services to the customer.  A referral in 
such an unrelated matter would be permitted if the lawyer’s law firm was an appropriate provider 



of services in the matter, the fact of the common ownership of the company and the law firm was 
disclosed to the customer of the company, and the debt management services company did not 
provide benefits to the customer to promote business for the lawyer’s law firm. 


