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NORTH CAROLIN BEFORE THE 
L/~, ........ IPLINARY HEARING COMMISSION 

OF THE 
WAKE COUNTY ORrH CAROLINA STATE BAR 

THE NORTH CAROLINA STATE BAR, 
PLAINTIFF . 

v. 

DOUGLAS S. HARRIS, ATTORNEY; 
DEFENDANT 

) 
) 
) 
) 
) 
) 
) 
) 

~--~----~----~--~------) 

98 DHC 14 

ORDER OF DISCIPLINE 

. This matter was heard on 19,20, and 21 September 2002 and 16 and 
18 November 2002 before ~ hearing conimittee of the Disciplinary Hearing 
Commis1sion composed of Richard T. Gammop.; Chair; Fred H. Moody, Jr.; and H, 
Dale Almond. The defendant, Douglas S. Harris, represented-himself. The 
plaintiff, the North Carolina State Bar, was represented by David R. Johnson. 
Based upon the pleadings, stipulations, and evidence introduced at the hearing, the 
hearing ~onunittee hereby enters the following: 

Findings of Fact 

1.. The North Carolina State Bar, the Plaintiff, is a body duly organized' 
under th¢ laws of North Carolina and is the proper party to bring this proceeding 
under the authority granted 'it in Chapter 84 of the General Statutes of North 
Carolina and the Rules and Regulations of the North Carolina State Bar 
promulg~ted thereunder. 

2. . The Defendant, Douglas S. Harris (here~fter Defendant)~ was 
admitted to the North Carolina State Bar in August 1981 and is, and was at all 
times referred to herein, an attorney at law licensed to practice law in North 
Carolina; subject to the rules, regulations, and. Rules of Professional Conduct of the 
North Carolina State Bar and the laws of the State of North Carolina. 
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3. During all or most of the periods referenced herein:, Defendant was 
engaged in the practice of law in North C~olina and maintamed a law offlcein the' " 
city of Greensboro, Guilford County, North Carolina.' , , 

~:, ,I ;': ,: , 

4. At all times relevant to this proceedmg, Defendant maintained an 
office operating bank checking account with Central Carolina Bank (hereafter 
CC~), account number 372210073 (hereafter "operating account"). Thisaccourtt 
was not established as an attorney trust account for the' deposit of client fuIid'sand · 
Defendant regularly depo~ited his personal funds into and paid his business 
expenses from this account. The Defendant had a line of credit on this accouht'of 
$5,500~ Defendant also maintained a separate attorney trust checking account with ' 

, CCB, account number 371 068196 (here~fter ~'trust account"). ' 

5. Brenda Capp~ (hereafter Capps) hired Defendant on or about 17 
January 1996, to represent her in a personal injury claim arising from an 
automobile accide~t that occllrred on or about 4 January 1996. The pefendant 
agreed to a 25% contingency fee as his attorney fee for the case. ' 

6. The driver of the other vehicle in the automobile accident was insured 
by Allstate Company (hereafter "Allstate"). Allstate conceded the liability of its , 
insured to Capps. • ' " , , 

7. By letter dated 5 August 1996, Defendantsubmitt~d a settlement 
package and made the first demand to Allstate for settlement of Capps' personal ' 
injury claim in the amount of $15,500. The adjuster for Allstate" Keith Harvey 
(hereafter "Harvey"), received the settlement package from the 'Defendant on 12 
August 1996. " 

8. 'On 16 August 1996, Capps wrote a letter to the Defendant dischargitlg 
him as her attorney for her personal injury claim. The Defendapt received the letter 
on 19 August 1996 and admits that he considered himself discharged by that letter. 

9. Capps engaged a new attorney to represent her in the claim, James M. 
Snow of High Point (hereafter Snow). Capps consulted with Snow on ot about 1.6': ' 
August 1996 and signed ali employment agreement with Snow on 20 September, ' 
1996. 

10. By letter dated 22 August 1996~ Snow notified Defendant that he was' 
representing Capps. Snow asked Defendant,' inter alia, to notify the insurance 
carrier that Defendant was discharged and to provide him with'the relevant medical 

'bills and other documentation from Capps; records in Defendant's oftice. 
Defendant did not respond to Snow, comply with Snow's request, or notify the , 
insurance carrier that he had been discharged. 

- 2-

'.:' ... ': 

" 

..:. . 



1l. On 23 August 1996, a,fter Defendant knew he no longer represented 
her, Defendant negotiated with Harvey by telephone conference and orally agreed 
to receive a settl¢.ment draft from Al1stat~ in favor of C~pp~rin the amount of 
$12,000.,00. Def~:pdant did not infow llaryey at any til}1e that he had been 
discharged oyCapps. 

11. Pursuant to th~ tyl~phone conference with Barvey, Defendailt 
r~ceived :a draft from Allstate~ numbered 86610491, dated 23 August 1996 and I 
made payable to "Brenda Capps. and Douglas S. Harris Atty." in the aIllPunt of 

- $12,000.00 as the full and fmal settlement proceeds of Capp~' clailll on 23 Augu.st 
1996 or shortly thereafter. The draft was accompanied 'by an Allstate document 
-entitled "Release of All Claims" intenqed for execution by Cap:gs. Defendant did 
npt info~ the insur~c~ company after receipt of the.djaft and release that he had 
been di~c'ha,rged by Capps. Def~,mdant k~pt the draft and rele~se at his office &no. .. 
did not r~tI,un them to Allstate. _ -

13. The Defendant recejved the Allstate draft and release as.a fiduciary. 
, ~ Allstate considered Defendant responsible for ov~r.$eei11g th¢ proper execution of 
. the release and proper endorsernent of the draft before presenting the draft for 

paym¢nt ~t any bank aild I?efendant held them in trust for that purpose . 
• 

14" D~fendant stat~$ that Capps met with him at his office on Saturday, 18 
January 1997 and executed the "R~lease of All Claims" and a,Jlthorized acceptance 
of the settlement from Allstate andd~PQsjt of the draft. Upon "acceptance of the 
settlement from Allstate repres~nted by the $12,OQO dratt, Capps was -entitled to 
receive $8,900·.00 as her net proceeds from the $12,000 Allstate draft after 
deducting; the 25% contingency fee to Defendant and reimbw-sement ·of a $100 
advl\11c/l of exp!mses by Def!mQant I 

15. ' Defendant~tates that he tpen iSSllt(d a ch~9k from his operating . 
accoWlt W Capps in the amount of $8~900 and delivered it to her personally at that 
time. At no time did Capp& authori~e Defenqant to receive, use, or borrow any of 
her net proceeds from this settlement draft for any personal or business expeJ;lses or 
use of the Defendant.. . 

16.. On Tuesday, 21 January 1997, Defendant deposited the Allstate 
$12,000.00 settlement draft for Capps' 'cl&im into his oper~ting account, rather than 
his trust account. Defendant states he did so because that waS the account from 
which he contends that he issued the $8,900 check to C~pps. 

, 

17. t As of the be.ginning of the bankillg day on 21 January 1997, 
Def~ndantlhad at least tWenty-four (24) checks drawn on his CCB operating 
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account that were outstanding and subject to presentment at CCB at anytime. The ' 
sum of these checks was $13,644~50, the vast majority of which Gonsisted, of: ' 
~ounts payable to the Intemal Revenue Service and the North Carolina " 
Department of Revenue. " "". , < 

" , 

18. The outstanding checks as of the beghuring of the banking day on ~1 
January 1997 were presented against Defendant'~ CCB operating account and paid 
in due course. 

. 19. As of the end of the banking day on 21 January 1997, there were' 
insufficient funds, in Defendant's operating account, including the $~,500 line of, , 
credit on that account, to pay all of Defendant's outstanding check~ ()n the accolillt 
and $8,900.00 to Capps. . , . 

20. Between 21 January 1997 and 20 May 1997, the account balance in ' 
Defendant's CCB operating a~count remained below $8,900 at all times and ' 
'Defendant could not have paid Capps $8,900 from this (lccount without drawing on ' ' 
Defendant's personal line of credit on that account or transferring funds from other 
accounts of Defendant to the operating account. . , " 

21. All or part of the $8,900 net proceeds of the Allstate check to which' 
Capps was entitled and to which the Defendantwas not .entitledwere used oli or 
after 21 January 1997 to pay the, outstanding checks drawn oli Defendant's' " 
operating account for the Defendant's personal or business obligations in due" . 
course. 

22. No check or other instrument payable to Capps drawn on, Defend@es 
CCB operating account, or any other account of the Defendant's, in the amount of 
$8,900.00 was ever presented to or paid by Defendant's baDk. 

23. Defendant did not forward the "Release of All Claims" to Allstate on 
2l January 1997 or shortly thereafter, nor did Defendant inform Allstate that the 
settlement had been completed at that time. 

24. On 6 March 1997, Snow wrote a, letter to Harvey wanting to tevi¢w 
the settlement package previously submitted by Defendant in antidpation of 
Snow's n,egotiationswith Allstate. Upon receipt of this letter, Harvey contacted 
Defendant and asked what had happened to the settlement draft that had beeil 
issued In August of 1996. 

25. Defendant informed Harvey that the prior settlement with Capps had 
been accepted, the settlement check cashed, and Capps had sign~d the "Release of, 
All Claims." Defendant forwarded the signed, original "Release o,f All Claims" to 
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Harvey by le.iter dated 23 March 1997. The "Release of All CI~ims" showed 
Capps' sigi1ature dated 18 J:CW1,l~uy 1997, the Saturd.~y before the Martin Luther 
King holiday, with ~ notary: a,.QIm,9wledgenwnt of the same date. 

26. Although C~pps clenies signing the "Release of All ClaiIp.s," there was 
ip~uf:ficient eviden~eprese*ed to r~~ut the pres.1,lmption created by the Notary 
jl.lrat t4fl.~ the rel~~s,e w~~ ex¢cut~d by Capps on the date in4ic~ted. 

21. Defendant repf~sented Ruth Tisqale (here~ft.er Tisclale) in a personal 'I 
injury claim. Defendallt s.ettled Tisdale's claim for $2,2QO.00 in O~tober 1996. 

i ' 

2R. In October 1996, Pyf~mdartt disbursed the fqIlowing checks from his 
. CC.B trus~ account with re~I?ect to Tisd~le' s settlement: 

a. Check Np1l).byt3818to Tisdale $1,000.00 

b. Check Number 3819 to Dr. Russ.eII Cobb $800.00 

c. Check NlJIJ1ber 3821 to D~fxn{lant $350.00 

29.. Defen~ruJ.t had not deposited the $2,200 settlem~nt check for TiSdale 
into his ttu$t account at the ~tme he disbur,~ed the ~bove·checks. The checks were 
paid from his CCB tru~t (l,ccol.lnt in due course s.hQJ.1:ly after th~y were. issued by 
Defehd~t in October 1996.. . 

30.: Defeijd~t represented Leigh Fincannon (hereafter Fincannon) in a 
pets,ppal ipjury cla.iw. In July 1996, Defeudant received a check dated 19 July 1996' 
in the amQunt of $2,000.00 from Na,tionwide Insurance as full 'and :fin~ payment of . I 
FincannQJ;i's claim. ' . 

31. ! In October &n4 Novemb.er, 1996, Defendant disblJISed the following 
checks from his CCB trust a?count with respect 'to Finc.~on' s settlement an:lQunt: 

a. Check Number 3860 to Fincannon $500.00 

b. Check Nl,Ul).ber 3861 to Cob,b Clinic $1,000.00 

I c. Check Nuinber 3863 to Defe:p.dant $400.00 

32.' Defendant had not deposited the $2,000.00 settl~ment check for 
Fincann(m: into his trust account at the time he disbursed the cbecks to .himself, 
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Fincannon, and the Cobb Clinic. The checks were paid from his CCB tnist account ; 
in due cour~e shortly after they were issued in October and November 1996. 

33. Defendant's failure to deposit the settlement checks for.'fjsdale and 
Fincannon was not intentional. . 

34. Richard A. Harri~ is pefendant's brother. Richard Hams' is the sole or 
controlling shareholder and chief executive officer of a close corporation n$e,d ' 
Castle McCulloch, Inc. Defendantmaintained $20,000 belonging to either Richard 
Harris personally or Castle McCulloch, Inc. in Defendant's CCB trUst account for' 
,several years. ',' 

35. Defendant lent or advanced a substantial portion ,of the $20,000 
maintained in his trust account belonging to his brother or Castle McCulloch, Inc . 

. to at least three ofDef~ndant's clients for'living, medical, or other expenses not 
constituting litigation expenses, ,specifically as follows: 'a) $600.00 to Alan Morton, I 

to pay for surgery; b) $1,000.00 to Natashia Nelson to pay her rent.and .. car note; 
and c) $13,500.00 to Pamela Moffitt to pay for surgery, medical expenses, and, 

"travel to doctors. ' , , 
. 

36. Def~ndant did not keep a file or ledger with a record for each client 
from whom or for whom trust money was received and disbursed that accurately , 
maintained the current balance of funds held in the trust account ror that person. " 

37. Defendant did not maintain a proper journal of afllfu~t funds shOWing 
the date and source of receipts, the date and recipient of disbursements, and the 
client balance against which each instrument was drawn. 

38. Defendant did not reconcile the trust account balances of funds· ' , 
belonging to client~ at least quarterly during calendar. years 1995, 1996 and 1991. 

- .' . 

Based upon the foregoing Findings of Fact, the hearing committee, 
enters the following: 

Conclusion~ Qf Law 

1. All parties are properly before the hearing committee 'and the ' 
committee has jurisdiction over Douglas S. Harris and the subject matter. 

" 

2'. The' Defendant's conduct, as set out in the Findings of Fact ~bo¥e, ' 
constitutes grounds for discipline pursuant to N.C. Gen. Stat. § 84-28(b )(2)a,s 
follows: 

a. By not depositing the Allstate draft into his trust account and by not 
maintaining a sufficient balance in his operating account to cover any 
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b. 

insb.uin~mt pay{l.ble to C(}.pps for her net prQcy~(ls of $8,900 from the 
draft at all times after depositing the dr&ft; int9 his operating account, 
the Defendant failed to maintain fuij.ds b~longing to a client in 
violation of Rule 10.1(a) and (c) oftbe Rules of Professional Conduct. 

By depositing the Allstate draft into his op~ratiij.g account in which he 
also d~p.o~ited his p~rsonal ftJ,nds and paid his husine,ss expenses, the 
Def~nd@t commingled cli~nt and per~on~l fUnqs in violation of Rule 
lO.1(a) of the Rules ofProfe~sional Condqct. . 

c~ By not withdrawing from representation of Capps.in A-ugust 1996 
after she had discharged him, the Defendant fail(:1d to withdraw from 
employJ,llent when discharged by a client in violation of Rule 
2.8(b)(4) of the Rules ofProfessiona.1 CouQ-y.ct. 

d.
i

i By f;ri.ling to deposit insurance settlement checks received on beha1f 
of clients Ti~4ale and Fincannon into his trust account, the Defendant 
failed to promptly deppsit ylieflt funds into a trust a,ccount in violation 
of Rule 10J(c).ofthe Rules of Professional Conquct. 

e. i By ielldipg mp,:{1ey belollging to his brother's company held in his 
trust account to clients for non-litigation expenses, Defendant engaged 
in actions in which he had a conflict ofinte,rest in violation of Rule 
5.1(b) oIthe Rules ofPrQfessiQpal Conduct and advanced financial 
assistanc~, to clients in viqlation of Rule 5.3{ll) of the Rules of 
Profe$siontJ.1 Conduct. 

f. By not maint(;1ining adeqllate records, jo~~~, and ledgers from 
which all client funds could be accounted for, the Defendant did not· 
maintain complete records of all fun4s belopgi,ng to clients received 
by him in violation of Rule 1 O.2(b) of the Rules ofProfes$ional 
Conduct and did not maintain the minimum records required under 
Rule 10.2(c) of the R;~lle~ ofProfessiQnal Conduct. . 

g. By not reconciling his trust account balances over calendar years 
1995, 1996, and 1997, the Defendant failed to reconcile trust account 
balances at lea,st quarterly in violation ofRuIe 10.2(d) of the Rules of 
Professional Conduct (and Rule 1-15-3(c) of the Revised Rules of ' 
Profession~l Conduct with respect to his obligation to reconcile after 

I the effective date of those rules - 24 July 1991). 
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Based upon the foregoing Findings of Fact and Conclusions of Law 
and upon the evidence and arguments of th~ parties concerning the, appropriate 
discipline, the hearing committee hereby makes these additional: ' 

- . t " .-:'j' 

Fmdings of Fact Regarding DIscipIin.e 

1. The Defendant receiv~d a Reprimand in 1987 in a matter relating to " 
the improper use of a power of attorney to endorse a client's name to a check and 
an admonition in 1997 in a matter relating to the failure to ref\Ilid cli~nt funds held, 
in trust intended to cover deposition expenses after discharge by the client b~fore' 
the depositions took place .. 

2. The Defendant has a reputation for good character within the' 
c011lll).unity. 

3. The Defendant has paid Capps substaniia,Ilyinore than $12,000 in·" 
settlement of a civil claim against him arising from this same matter. . 

4. This is a rehearing of a matter considered by the DHC originally in 
1998 which resulted in an order of disbarment. The Defendant successfully 
appealed that decision. The Defendant was suspended from the practice of l~w for ' 
a period o~ two year~ ~ending appeal of the prior hearing of this m~tter. ' 

Based on the foregoing Findings of Fact and Conclusion~ of law and 
the additional Findings of Fact Regarding Discipline, the hearing committee 
concludes: 

1. 

2. 

The Defendant's misconduct is aggravated by: 

a. Prior disciplinary offenses; 

b. A pattern of misoonduct in this matter; 

c. Multiple offenses and multiple rules violated in this matter; and 

d. Substantial experience in the pra~tice of law. 

The Defendant's misconduct is mitigated by: 

a. Good character Qr reputation; and 

b. Imposition of other penalties and sanctions from his conduot., 

3. The Hearing Conunittee concludes that mitigating factors ounvei,gh 
the aggravatirig factors: The Hearing Committee copsiders the prior discipline to 
carry less weight because of time or circumstances. ' 
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Based upon Findings of Fact and ConclusjQns of Law and the 
foregoiqg aggravating and mitigati:qg iaGtors and fu,e arguments of the parties,' the 
hearingconilnittee hereby el?-ters the following: ' 

Order of Discip~me 
i 

l'i The pefendant's lic~pse to practice law is suspe.nded for two years. 

, 2. The susp~nsjpn is stay~d for a period of fIve yeats upon compliance, I 
with ilie'following terms and conditions: 

a. ' By 18 May 2003, Defendant will have fully cooperated with ,the North 
Carolina State Bar in the resolution of the determination of the proper 
recipient of all funds retn~ining in his trust 'account, including 
provision of adequate records or documentation to support any claim 

, ,of his pet$QPal eptitlement to any remmnjng f\mds; , 

b. ' Defend~t will not use any po.wers of attorney to execute any releases, 
endorse ~y se~lement checks, or ex~c:ute iJDy other docUlhents on 
behalf of a client in any tran~action in which he has an interest, 
includiqg entitlement to a fee from the proceeds received on behalf of 
a client~ 

c." Defendant will have a licensed CPA conduct an audit of his receipt 
and disbursement of funds or prop~rty belonging to clients or received 
in a fiduci~ c&pacity of any type on a quarterly basis at ,his own . 
expense, inclUding any trust account he may mC}.intain, and direct the 
CPA to provide a copy of eacl1 audit report to the Office of Counsel of 
the North Carolina State Bar within thirty (30) days of the last day of 
each calendar qu~er. The first such r~p'Qrt will be provided by 30 

I April 2003 and cover the period from 18 November 2002 throl;lgh 31 
March2p03; 

d. ' By 18 Novembe.r 2003, Defendant will cOJ;11plete a course in law 
office finan.ce.s, including trust account management and record
ke¢ping, approved by the Office of Counsel, of the North Carolina 
State Bar; 

e~ Defendant will comply with all present and fut\;1re orders of a court 
involving this matter; 

f. I Defend~t will pay all State Bar dues and Client Security' Fund 
, assessments and will comply with all Contjnuing Legal Education 

requirements OP a timely basis; 
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g. Defendant wiU keep his address of record with the North Carolilla 
State Bar current, will accept all certified mail from the North . 

h. 

. 
1. 

J. 

'Carolina State Bar, and win respond to, all letters of notice and . 
requests for information from the North Carolina State' Bar by the 
deadlines stated in the communication; , 

Defendant will not violate any of the Revised Rules of Professional' 
Conduct; 

Defendant will not violate any local, state, or federallaws;·ahd· 

Defendant will pay all costs of this proceeding, exqept for· the CO$ts 
related to the Capps deposition in florida, as assessed by the Secretary' . 
within 30 days after service of the bill of costs on him. ' 

3. If the stay of the suspension is lifted and the suspension is actjvated 
for any reason, Defendant will comply with the following conditions precedent to, 
reinstatement following the completion of the suspension: . 

a. Defendant will have submitted his license.and membership, card to the 
Secretary of the North Carolina State Bar no later than 30 daysfroll). 
the eff~ctive date of the order activating his suspension; 

b. 

c. 

d. 

Defendant will have complied with all provisions of17 N.C. Admin! 
Code Chapter 1, Subchapter B,§ .0124, of the N. C. State Bar, . 
Discipline & Disability Rules on a timely basis;, 

Defendant will have fully cooperated with the North Carolina State 
Bar in the resolution .of the detenni:p.ation of the proper recipient of 'all 
funds remaining in his trust account, including provision of adequate 
records or documentation to support any claim of his p~rson~l 
entitlement to any remaining funds; 

Defendant will have completed a cours~.in manageni~nt of law offic~ . 
finances, including trust account management and record-keepmg, 
approved by the Office of Counsel of the North Carolina State Bar; 

, e. Defendant will have complied with all orders of a court itivolVingthis 
matter; 

f. . Defendant will not have engaged in the practice of laW' or violated any., 
of the Revised Rules of Professional Conduct in any capacity during, :' .• 
the suspensioll; 

g. Defendant Will not have v~olated any local, state, or federall'aws; and ' ' 

- 10-

'," . 



h. Defendant will have p~d all costs of this proceeding, except for the 
costs related to the Capps deposition in Florida, as ass~ssed by the 
Secr~tm:Y. . 

Signed by the Urtderslgned hearing c0mtWtte.e cbair with the consent 
of the Qtber heating Gornmittee members. 

J/~ 
This the -II ~ay of-*-.... 11UII~~ 

• 

...... 1AI ..... ~rr: r. ~* • 
Rich d T. GamtlJon; C4air 
Di~cipUnary Hefll.ing Committee 
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