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BHORE THE FIFTH IliSTRICI SIT liON Ill SL!lCOWdiTlTE 
OFT! I[ VIRCii'IIA STAlE IlAR 

IN THI·. MA III•.R OF 
Stephen Meredith f armcr VSB Docket 1\o. 11-053-08~4-1-6 

Sl!HCOMMITTEE DETER'\11'1:\ TIOJ\ 
(Pl!Ili.IC REPRIMAJ\D \\TliiOl!T I l:RMSl 

On the 291
h day of .January. 2013. u meeting in this matter \\as held before a dul) 

convened subcommillee of the fifth District Committee. Section III. consisting of' Susan Stoney. 

!:squire. Daniel I I. Aminoil, La) Member. and Christie A. Leary. Esquin:. prc:-iding. 

Pursuant to Pat1 6. §IV.~ 13-15.R4.c of the Nu!c.~ ofTirginia S'upreme Court. that 

subcommith.T ofth..-: Filth District Committee. Section III. of the Virginia State Bar herehy 

servt:s upon the Respondent the liJIIowing Agreed Dispusition. a Public Reprimand \Vithout 

·1 crms. 

I. FACTS 

1. At all times relevant hereto. Stephen \1eredith Farmer (hereinafter ··Respondent"") has 

been an anomey licensed to practice b\\ in the ConHnomvcalth of Virginia. 

In or around March 22. 2004. Respondent was retained to represent Cath) J. Smith 

(hcreinalier the ··complainant"") in a contested matrimonialmatter. 1 following a series of 

four-\vay meetings bet\Veen the parties and their counsel. an agreement as to the matters 

at bsuc in the case \\as reached and a Prope11y Settlement Agreement (hcrcinalter 

··PSA") was executed on or around Decem her 20. 2004. /\n agreed final decree was filed 

with the Stal10nl Circuit Court in January 2005. 

1 Respondent Zt~~erts that the rcprc~cntatinn hcgan in l'vlarch. 200-1-. Complainant·~ husband did not fik 
su11 for divorce. h(meve1·. until Jul). 200-1-. 



3. At n disputed point in time. hut after the conclusion of negotiations oYer Complainant" s 

Proper!) Settlement Agreement. Complainant and Respondent entered into n personal 

and linancinl relationship \\-hich lasted liJr se\·eral )ears after the conclusion of the 

matrimonial representation. 

4. During the course of their personal and financial rdation:'.-hip. Respondent represented 

Complainant regarding numerous other matters induding a Dl.!l charge. tiling a slander 

and defamation suit on Complainant"s beha\[ tiling a personal injury lawsuit on 

Complainant" s he halL and proYiding Complainant \\ ith :1 one page fom1 ··Articles of 

Incorporation·· so she could set up a corporation named Hig Diamond Enterprises 

(hereinafter ··BDE"") in December 2006. rhe ma_iority of these st:rviccs wen.: pro\·ided on 

a pro hono basis. 

5. !"he business of BD.E was to ad\"ancc funds to indi\'iduals with personal injur) dnims. 

which ad\'ances were to be repaid outufthe procl'l'ds Jcri\·cd !"rom resolution of the 

claim. prmided howeYer. that if there \\as no recoYcry. then the individual 0\\Cd nothing 

to BDL. 

6. Respondent \\·as the initial Registered Agent tOr KDI-~. st:T\·ing in that capacity ti:)r about 

one (I) year. and loaned Complainant and f3Dr S17.500.00. soml' of"\Yhich funds \\CI"C 

then w.h anced by Complainant through HDE tn three ( 3 l of Respondent" s Ia\\ lirm. s 

clients. Respondent concedes that at the commencement of Bnr:·s existence. the 

arrangement he had with Complainant \\"as that ht: \\OLdd gi\'c her the capital tn make 

advances to BDF clients until such time as she mts able to build a capital rcscnc. 
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7. !"he ··Transfer and Assignment of PnJceeds and Securit~ Agreement"· (hcreinntkr the 

Agreement"") tendered by BDE to its clients. which they \n::re required to sign in order to 

obtain the advances. prm-ided that the advances \\"ere actually a security interest in the 

outcome of the claim \\hich I3DE \\-a~ '"purchasing"" and \\·hich BDE clients \\CJ"e 

··assigning·· to BDE. 

g_ These Agreements required that HDE clients ackmm ledge that. due to the ··inherent risk 

as~ociatcd"" with each advancL'. BDE \\<lS entitled to.·· ... \viii and should make a 

substantial protit on the Agreement"" but that if there \\as no recmcry. the client \\"OUld 

ov-:e BDf: nothing. The Agreement further required that the allorney representing the 

client. in these three instances Respondent. pay O\"Ct" to BDF the '"substantial profits·· 

generated for BDE upon the i~l\·orablc resolution of the client"s personal injury case. after 

first paying attorneys· fees anJ co"ts \\·ith the understanding that in the absence of a 

rcurn::ry. the client would owe 8DE nothing. In at least t\Hl instances in \\hich clicnb of 

Respondent"s lirm received advances from BDI:. Respondent suhstantinlly reduced his 

tees. in one case from $5.000 to $2.100. and in another. from $10.000 to S7.500. 

9. One of the cli!:nts of Respondent's tirm \\·ho \Vas being represented by an associate 

allorney in Respondent's linn nnd \vho rcceiYed ad\unces from BDI·: \\"as not ad\iseJ of 

Respondent's business and personal rdationship with the Complainant. The other two 

clients of Respondent's firm who received adYances ti·om I3DVv' were. in t~1ct. ach ised of 

Respondent"s busine~s and personal relationship \Vith Complainant Each of these clients 

signed an Agreement \'.-ith HDE granting BDI·. a security interest in the litigation. 
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10. At no time were the clients ofRcsporH.len(s firm to whom HDr. advanced money 

advised: that Respondent was the initiul Registered Agent for BDE and had provided the 

ti:lrm to the Complainunt to fill out to incorporate HDF: that Respondent had personal\) 

loaned mone) to Complainant and l3DE to capitali7c HDE: that some or thos~ funds 

were used to fund some of the advances of these indi\·iduals receiYed from BDL or that 

Respondent expected to be repaid for the funds he had loaned to the Complainant. In 

addition. at nn time \Yerc clients of Respondent's firm \Yhn had rcceiYcd funds from BDE 

offered the opportunity to consult v.ith independent legal counsel concerning the terms 

incident to the advances the) had recei\ed from BDF. and none of them consented to this 

. . . ' 
arrangement m \Hltmg.-

11. After the relationship between Complainant and Respondent terminated. Respondent 

filed suit against both her and BDI·: in the Circuit Court for Stafford County alleging that. 

··rhc agreement bet\\een Farmer and Smith \\as that \\·hen Big Diamond contracted with 

personal injury clients to adnmee them money nn their cases. Fanner \\'ould he paid hack 

what he had loaned to Big Diamond tirst \\hen the cases \\er-e concluded and Big 

Diamond would keep whatever profits 'Sere thereafter obtained:· a tUct not disclosed in 

writing to those clients of Respondent's tirm ,,·ho had reeeh·ed advances from BDE. 

12. In this suit. Respondent alleged further that. .. ].l]he 1\k(jrady case (one of Respondent" s 

clients) has settled and part of the settlement proceeds arc (.~ic) being hdJ in Plaintiff 

Stephen !\1.l·armer. pc·s attorney escn)\\ account and the Defendant Smith has no\\' 

denied the loans to l3ig Diamond by the Plaintiff Fanner and refuses to repay them from 

" Paragraph 6 of the Agreement n:citl.'d that clients nl' H\)'A' \\ lw were also clients of R<.:spondent's Jinn 
"'harvel sought and l)htaincd the mh·icc of legal ClHmsel.·· but the language of the Agn.:cmcnt indicate~ 
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the escrO\\·cd funds."" Respondent fm1her alleged that the total amount loaned b:;. him to 

his client. McGrady. through 8Dl::_ was $9.050.00. 

13. By letter dated September 13. 2010. prior to tiling the abo\C referenced l<l\\suit. and prior 

to the State Bnr" s notice to Respondent of this complaint. Respondent wrote to 

Complainant and took issue \\ith Cumplainant"s contention thnt Respondent o\\·cd her 

any funds from the McGraJ:;. settlement and ad\ iscd that he was holding said disputed 

funds in trust pending resolution of Compluinant"s claim. an action which might t~)rcc his 

client. !'vls. \t1cGrady. to litigation \Yith BDF if Complainant could not produce valid 

contracts establishing Dl3L·s claim on the funds. The lawsuit discussed nbovc then 

followed. It is not dear \\ho. if an:;. one. has received the funds being held by 

Respondent. 

14.ln the above referenced hnvsuit. Respondent also sought recovery of sums he loaned to 

her during the course or his representation of her in \ arious legal matters. Specifically. 

Respondent alleged that Complainant O\ved him S 7 .2& 1.21 for costs. settlement costs and 

"tiling ICes, service fees.. private inwstigatnr fees. pay otT medical hills lCompluinant] 

was hcing sued for etc_·· During the cours'-' nfthc inn:stigation of this case. Respondent 

stated that he had no written fcc agreement \\ith Complainant regarding these legal 

matters. 

t\All:RE OF MISCO'IIJLC I 

Such conduct hy Respondent constitute:. misconduct in Yiolation of the t~)I!O\\·ing 

proYisions of the Rules of Professional Conduct: 
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Rl!LE 1.8 Conflict of Interest: Prohibited T1·ansactions 

(a) A hn\'yer shall not enter into a business transaction\\ ith a client or knowingly acqUJrc 
an o"'nership. possessory. security or other pecuniary interest ad\'erse to a client unless: 

( 1) the transw.:tion and terms on v .. hich the limy cr acquires the imcrcst arc fair and 
n:asonable to the client and arc fully disclosed and transmitted in'' riling to the client in a 
manner which can be reasonably undL·rstood by the client: 

(2) the client is giYen a rea:-onahk opportunity to seek the ad\ ice of independent 
counsel in the transaction: and 

(3) the client consents in \Hiting thereto. 

(c) A h1v.:ycr shall nnt prm ide financial nso;istnncc to a client in connection \\'ith pending 
or contemplated litigntion. e.'\cept that: 

( 1) a la\\'yer may adYancc cnurt costs and expenses of litigation. provided the 
client remains ultimately liable for such costs and expenses[.] 

(j) A h.nvycr shall not ucquire <1 proprietary interest in the cause of action or "ubject 
matter of litigation the Jm,·yer is conducting: JiJr a client. cxccpt that the la\\·ycr may: 

( 1) acquire a lien granted hy Ia"' to secure the lmvyer's fee or expenses: and 

(2) contract \Yith a client for a reasonable contingent fee in a ci\ il case. unless 
prohibited by Rule 1.5. 

III. l'l!llLIC REI'RIMAI\D WITHOiiT TER\IS 

Accordingly. it is the decision of the Subcommillcc to impose upon the Respondent a 

Public Reprimand '.'.ithout Terms as an appropriate sanction if this matter were to be heard 

through an evidentiary hearing. 
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Pursuant to Part Six, Section IV. Paragraph 13.C>.F of the Rules of" the .)'uprcmc Court. the 

Clerk of the Disciplinary System shall assess costs. 

f!HH DISTRI 'T SI'C I IO>J III SLBCOMMITTEE 
I'E BAR 

CFRIIFICA IF OF SERVICE 

I certify that I h"'e on this//~ day or f-.Jrw,~ , 2013. mailed a 
true and correct copy of the Subcommitkc Determination (Pu l!c Repnmund \\Jth Tem1s) by 
CERTIFIED l'v1AIL to Respondent. Stephen \1eredith Farmer. Esquire. Stephen \1. Farner. P.C .. 
206 Commerce Street. P.O. Box 243. Occoquan. \"'A 22125. his last address of record \Yith the 
Virginia State Bar. and to DaYiU Ross Rosenfeld. Esquire. Respondent"s CounseL D<nid Ross 
Rosenfcld.i'.C.. 1602 Belle View Bnule\·urti. ii055. Alexandria. Virginia 22307. 

Kathleen l'v1. Liston 
Assi:.tunt Bar Counsel 
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