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Supervising Law Firm Associates: Fraud 
Regarding Representation 
 
The hiring of a new associate is a significant investment 
for both small and large firms. Working as a mentor and 
supervising an associate’s work is not only important to 
the associate’s development, but also critical to the 
success of the firm. When a law firm fails to supervise 
an associate, the firm can suffer financial and 
reputational consequences. 
The following hypothetical claim study is based on 
recent claims reviewed by Travelers. 
 
Background 
A firm was retained by a husband and wife to pursue a 
breach of contract lawsuit against a contractor that the 
couple had hired to renovate their home. The clients 
paid approximately $250,000 to the contractor before 
the contractor walked off the project prior to 
completion. One of the principals of the firm and an 
associate attended the initial consultation with the 
clients, and the clients entered into a retention 
agreement with the firm. The principal of the firm 
participated in the initial consultation and a few initial 
meetings, but shortly thereafter delegated the entire 
representation to the associate. 
 
What Happened 
Almost two years after the initial consultation, the 
associate unexpectedly left the firm. It was then 
discovered that not only had the associate failed to file 
a lawsuit against the contractor, but he had also created 
a fictitious lawsuit against the contractor, and a 
fictitious lawsuit against the contractor’s alleged 
insurance carrier. For nearly two years the associate 
had told the clients that these lawsuits were in ongoing 

litigation. The associate went so far as to have the 
clients attend fictitious mediations, where the clients 
would remain in his office while a fictitious mediation 
was taking place down the hall. At the end of one of 
these fake mediations, the associate provided the 
clients with a $2,000,000 arbitration award against the 
contractor. 
  
The principal of the firm only uncovered the associate’s 
actions when the clients complained to him that they 
had concerns about the handling and status of their 
case. The clients had paid the firm approximately 
$40,000 in fees over the two years, before the fraud 
was uncovered.  The clients filed suit against the firm, 
the principal of the firm, and the associate, not for the 
lost value of the claim they had against the contractor, 
but for the damages they incurred as a result of the 
associate’s actions. 
 
Result 
The clients sought compensatory damages of 
approximately $2,000,000, punitive damages, and 
emotional distress damages. Counsel was retained for 
the firm, and for the associate. The claim was settled for 
approximately $750,000. Defense costs totaled 
approximately $50,000. 
 
For tips on how to manage the risk of this type of claim, 
please see our claim study on “Failure to Supervise Law 
Firm Associates” on the risk management page for 
Lawyers on Travelers Risk Control site.   
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