
K A I N E N   L A W  O F F I C E,  P. C. 

1011 North Main Street, Suite 31 

P.O. Box 919 

White River Jct., VT  05001 

(802) 296-2100

Fax (802) 296-2055 

Michelle Kainen, Esq. 
 MKainen@kainenlaw.com 

     Admitted in VT& NH 

December 19, 2018 

Sarah Katz By email:  sarah.katz@vermont.gov 

Disciplinary Counsel 

VT Professional Responsibility Program 

32 Cherry Street, Suite 213 

Burlington, VT 05401 

Re: Compliance audit report for Norman Watts 

Audit Period November 1, 2017 – October 31, 2018 

Dear Sarah: 

On December 19, 2018 I examined the records of Attorney Norman Watts’ (“Attorney”) 

compliance with Rules 1.15 through 1.15B of the Vermont Rules of Professional Conduct during 

the period of November 1, 2017 through October 31, 2018.  This report has been prepared solely 

for the use of the Vermont Professional Responsibility Program. 

AUDIT OVERVIEW AND PROCEDURES 

Attorney Watts maintains a single client trust account (“IOLTA”) at People’s United Bank.  The 

account is clearly identified as a client trust account.  Attorney is the only individual with the 

authority to access the IOLTA or to authorize transactions.  He does not write or maintain paper 

checks.  He entirely relies on online banking to make disbursements and most deposits.  He 

initiates all disbursements himself.  He uses his banking app on his mobile phone for deposits 

under $10,000.  Deposits in excess of $10,000 are prepared by Attorney and delivered to the 

bank either by Attorney or his assistant.  Throughout the examination, Attorney and his assistant 

were cooperative and forthcoming.    

Attorney does not maintain a check register for his IOLTA, instead relying entirely on his bank’s 

online transaction history. Attorney downloads the transaction history.  In most instances, 
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Rule 1.15(f)(2) USE OF MONEY HELD IN TRUST. 

An attorney shall not use, endanger or encumber money held in trust for a client for the purpose 

of carrying out the business of another client.  As previously stated, Attorney does not maintain 

individual client ledger cards.  Attorney has no concise method of determining whether or not a 

client has funds in the IOLTA at any particular time.  During the audit period, Attorney withdrew 

funds without first determining whether or not he had previously withdrawn those funds.  Exhibit 

A reflects a number of clients with negative balances at the conclusion of the audit period.  These 

negative balances resulted in the use of one client’s money to carry out the business of another 

client.  Those transactions are detailed below: 

 

 R , G  and M  matters 

Attorney’s assistant demonstrated that Attorney had received $2,500.00 from each of these 

clients prior to the audit period.  It is not clear what happened to those funds, because there was 

not sufficient money in the IOLTA to account for their funds at the start of the audit period.  

However, Attorney withdrew $2,500 for each of them during January, 2018.  This resulted in 

negative trust account balances for these three clients in the amount of $2,500.00 each.  There 

were sufficient funds from other clients in the IOLTA at that time to avoid overdrafts. 

 

 K  matter 

Attorney received a settlement for this client on or about January 11, 2018 in the amount of 

$15,000.  These funds were deposited directly into the Attorney’s operating account.  Attorney’s 

fee was deducted and $9,846.87 was transferred into the IOLTA.  On February 9, 2018 Attorney 

disbursed $12,346.87 to the client, which was intended to represent the balance of the settlement 

funds, plus the return of the $2,500 advance the client had previous paid.  However, the advance 

was no longer in the IOLTA.  This resulted in a negative trust account balance for this client of 

$2,500.00.  There were sufficient funds from other clients in the IOLTA at that time to avoid an 

overdraft. 

 

 M  matter 

A review of this client’s activity during the audit period revealed that on or about March 2, 2018, 

Attorney received a settlement for this client.  This settlement was deposited directly into 

Attorney’s operating account.  He then transferred $249,750 to his IOLTA. Also, on March 2nd, 

he transferred $83,250.00 back to his operating account as his one-third fee.  On March 8, 2018 

he disbursed $165,989.61 to the client, leaving a balance of $510.39 in trust for this client.  On 

March 16, 2018, Attorney transferred another $480.00 into his operating account from the 

IOLTA.  Attorney’s assistant explained that this was to cover additional expenses for this client 
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that had not previously been accounted for.  This left a balance of $30.39 in trust for this client.  

On April 17, 2018 Attorney disbursed another $2,500.00 to the client from the IOLTA, as a 

refund of the retainer she had previously paid, but the retainer funds were no longer in the 

IOLTA. This resulted in a negative trust account balance for this client of $2,469.61. These 

transactions are reflected on Exhibit D.  There were sufficient funds from other clients in the 

IOLTA at the time to avoid an overdraft. 

 

 T  matter 

This client is included in this category, not because there is a negative trust balance, but because 

this client’s funds were largely the reason that the above transactions did not result in an 

overdraft, although what occurred in this case is not entirely clear.  What is clear is that Attorney 

received a settlement in the amount of $45,000 on January 12, 2018 which was deposited 

directly into the IOLTA.  Between January 16, 2018 and February 13, 2018 Attorney made 

sixteen separate transfers from the IOLTA into his operating account from these funds, totaling 

$32,000.  This left $13,000 in the IOLTA for this client.  These transactions are set forth on 

Exhibit E.  There is a note on the transaction history which states “total to client: $32,325 on 

3/5/18”.  It is not clear how those funds were paid because there is no disbursement from the 

IOLTA in that amount.  The settlement statement for this account does not match the IOLTA 

activity. (Exhibits E and F).  Further investigation into this matter was beyond the scope of this 

engagement. 

 

 O  

On December 19, 2017 Attorney deposited $5,000 from the client into the IOLTA.  The notation 

on the transaction history states “O  advance A ”.  Attorney explained that A  was the 

expert being retained for this client.  On December 20, 2017 Attorney transferred $5,000 from 

his trust account into his operating account, thereby depleting O ’s funds in the IOLTA.  The 

notation on the transaction history states, “O  A  Retainer – transfer to operating acct”.  On 

June 27, 2018 Attorney wrote a check to A  & M  (the expert’s firm) for $2,500.00 from 

the IOLTA. This resulted in a negative trust account balance for this client of $2,500.00. At the 

time this check was written, the total balance in the IOLTA was $9.32.  This transaction resulted 

in an overdraft to the IOLTA.  Attorney’s bank did not pay the check when it was presented and 

it was returned for non-sufficient funds.  
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 Bank Charges (“Watts Admin”) 

As previously stated, the audit period began with $8.93 attributable to Attorney funds in the 

IOLTA.  I assigned these to an account entitled “Watts Admin”.  On March 8, 2018, Attorney 

incurred a $30.00 fee for an outgoing wire transfer.  On July 24, 2018 Attorney incurred a $15.00 

fee for an incoming wire transfer.  Attorney did not have sufficient funds in the account to cover 

the wire transfer fees and did not subsequently deposit additional funds into the account to cover 

these fees. This resulted in a negative balance in the Watts Admin account of $36.07. There were 

sufficient client funds in the IOLTA to avoid an overdraft. 

 

Rule 1.15A(a)(1) – DOCUMENTATION 

An attorney shall maintain a system showing all receipts and disbursements with appropriate 

documentation of the source of the receipts and the nature of the disbursements.  During the 

audit period, four separate transactions could not be connected to any particular client or matter.  

On December 27, 2017 a transfer from the operating account in the amount of $300.00 was made 

into the IOLTA, but there was no notation to indicate the client or purpose.  On December 29, 

2017 those funds were transferred back to the operating account.  Attorney’s assistant stated that 

the initial transfer was in error and the subsequent transfer was a reversal of that error. 

On February 9, 2018, Attorney transferred $2,000 from the IOLTA to his operating account.  On 

February 28, 2018, Attorney transferred $1,000 from the IOLTA to his operating account.  There 

was no notation to indicate the client or purpose associated with either of these transactions.  I 

asked Attorney and his assistant about these transactions but neither could determine the purpose 

of these transfers.  

 

Rule 1.15A(a)(1) and (2) – RECORDS 

An attorney shall maintain a record for each client or person for whom property is held, which 

shows all receipts and disbursements, and carries a running account balance for each client.  

Attorney does not maintain individual trust account records for each client showing all receipts 

and disbursements or that carries a running balance.   

 

Rule 1.15A(a)(3) - NOTIFICATION 

An attorney shall provide timely notice to the client of all receipts and disbursements.  As 

previously stated, in the T  matter Attorney made sixteen separate transfers from his IOLTA 

into his operating account on behalf of that client.  None of those transfers are reflected on the 

settlement statement provided to the client (Exhibits E and F). 
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Rule 1.15A(a)(4) – TIMELY RECONCILIATION 

An attorney shall perform a monthly reconciliation of all accounts and maintain a single source 

for identification of all accounts maintained under this rule.  As previously stated, Attorney does 

not reconcile the IOLTA or maintain a single-source document. 

 

CONCLUSION 

In my opinion, the foregoing constitutes material noncompliance with the requirements during 

the period of November 1, 2017 – October 31, 2018.   

   

Sincerely, 

 

 

Michelle Kainen, MSA 

Attorney at Law 
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Type Date Num Adj Name Memo Clr Split Debit Credit Original Amount Balance

Client Funds 0.00
M , A  B 0.00
Deposit 03/02/2018 Transfer from ... Client Trust Ac... 249,750.00 249,750.00 249,750.00
Check 03/02/2018 Transfer to operating 1/3 Main Conti... Client Trust Ac... 83,250 00 -83,250.00 166,500.00
Check 03/08/2018 A  B  M 2/3 to client Client Trust Ac... 165,989.61 -165,989.61 510.39
Check 03/16/2018 Transfer to operating Client Trust Ac... 480.00 -480.00 30.39
Check 04/17/2018 A  B  M Client Trust Ac... 2,500.00 -2,500.00 -2,469.61

Total M , A B 252,219.61 249,750.00 -2,469.61

Total Client Funds 252,219.61 249,750.00 -2,469.61

TOTAL 252,219.61 249,750.00 -2,469.61

9:53 AM WATTS IOLTA
12/24/18 Transactions by Account
Cash Basis As of October 31, 2018
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Type Date Num Adj Name Memo Clr Split Debit Credit Original Amount Balance

Client Funds 0.00
T e, N 0.00
Deposit 01/12/2018 Deposit Client Trust Ac... 45,000.00 45,000.00 45,000.00
Check 01/16/2018 Transfer to operating Client Trust Ac... 5,000.00 -5,000.00 40,000.00
Check 01/16/2018 Transfer to operating Client Trust Ac... 4,500.00 -4,500.00 35,500.00
Check 01/16/2018 Transfer to operating Client Trust Ac... 4,000.00 -4,000.00 31,500.00
Check 01/17/2018 Transfer to operating Client Trust Ac... 1,000.00 -1,000.00 30,500.00
Check 01/19/2018 Transfer to operating Client Trust Ac... 1,000.00 -1,000.00 29,500.00
Check 01/22/2018 Transfer to operating Client Trust Ac... 2,000.00 -2,000.00 27,500.00
Check 01/25/2018 Transfer to operating Client Trust Ac... 2,000.00 -2,000.00 25,500.00
Check 01/26/2018 Transfer to operating Client Trust Ac... 1,000.00 -1,000.00 24,500.00
Check 01/29/2018 Transfer to operating Client Trust Ac... 2,000.00 -2,000.00 22,500.00
Check 01/29/2018 Transfer to operating Client Trust Ac... 3,000.00 -3,000.00 19,500.00
Check 01/30/2018 Transfer to operating Client Trust Ac... 1,000.00 -1,000.00 18,500.00
Check 01/31/2018 Transfer to operating Client Trust Ac... 1,000.00 -1,000.00 17,500.00
Check 02/02/2018 Transfer to operating Client Trust Ac... 1,000.00 -1,000.00 16,500.00
Check 02/09/2018 Transfer to operating Client Trust Ac... 1,000.00 -1,000.00 15,500.00
Check 02/09/2018 Transfer to operating Client Trust Ac... 2,000.00 -2,000.00 13,500.00
Check 02/13/2018 Transfer to operating Client Trust Ac... 500.00 -500.00 13,000.00

Total T , N 32,000.00 45,000.00 13,000.00

Total Client Funds 32,000.00 45,000.00 13,000.00

TOTAL 32,000.00 45,000.00 13,000.00

9:51 AM WATTS IOLTA
12/24/18 Transactions by Account
Cash Basis As of October 31, 2018
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