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SUPREME COURT OF W SCONSI N

NoTI CE
This order is subject to further
editing and nodification. The
final version will appear in the
bound volume of the official
reports.
No. 10-05
In the matter of the petition to amend Suprene Fl LED
Court Rule 20:1.15(e)(2)a., relating to trust
account insurance and safety requirenents.
NOV. 5, 2010

A. John Voel ker
Acting derk of Suprene
Cour t
Madi son, W

On March 16, 2010, the Board of Adm nistrative Oversight and the
Ofice of Lawer Regulation filed a petition with the Wsconsin
Suprene Court. The petition requests the court anmend Suprene Court
Rule (SCR) 20:1.15(e)(2)a., its coment, and the comments to
SCR 20:1.15(cm(3), to provide greater protection to the public when
a lawer holds trust property at a credit union.

On Novenber 5, 2010, the court held a public hearing and
adm ni strative conference. Upon consideration of matters presented
at the public hearing and submssions nmade in response to the
proposed anmendnents, the court unani nously adopted the petition.

Ther ef or e,

| T 1S ORDERED that effective January 1, 2011:

SEcTioN 1. 20:1.15(e)(2)a. of the Suprenme Court Rules is anmended

to read:
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20:1.15(e)(2)a. Each trust account shall be maintained at a
financial institution that 1is insured by the federal deposit
i nsurance corporation, the national credit wunion share insurance
fund, the securities investor protection corporation, or any other

investnment institution financial guaranty insurance. Except as

provided in subs. (b)(6) and (cm)(3)b. and c., trust property shall

be held in an account in which each individual owner’'s funds are

eligible for insurance.

SEcTToN 2. The Comment to SCR 20:1.15 (cm (3) pertaining to

i nsurance requirenents is anended to read:
COVMVENT

SCR 20:1.15 (cm (3) Insurance and safety requirenents.

Pursuant to SCR 20:1.15 (cm(3), IO.TA accounts are required to
be held in ICLTA participating institutions that are insured by the
federal deposit insurance corporation (FDIC), the national credit
union share insurance fund (NCUSIF), the securities investor
protection corporation (SIPC) or any other investnment institution
financial guaranty insurance. However, since federal |aw dictates

t he amount of avaitable insurance coverage available from the FDI C

the NCUSIF and the SPIC, funds in excess of the those Hmt limts

are not i nsured. Federal law also |limts the types of |osses that

are covered by SIPC insurance. Consequently, the purpose of the

i nsurance and safety requirenents is not to guarantee that all funds
are adequately insured. Rather, it is to assure that trust funds are

held in reputable ICOLTA participating institutions and, as specified

in subsection (e)(2)a., that the funds are eligible for the insurance

that i s avail abl e.
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SCR 20:1.15(e)(2)a. requires a lawer to hold funds in an

account where each owner’s funds are eligible for the financial

institution’s insurance coverage. Practitioners should exercise care

when placing trust funds in an IOLTA or any other type of |awer

trust account at a credit union, because an individual owner of funds

held in any type of lawer trust account (i.e., a client or third

party) is eligible for NCUSIF insurance only if that individual owner

is a nenber of the credit union, or if the credit union is designated

by the National Credit Union Adm nistration (NCUA) as a "l owincone"

credit union. The exceptions to the SCR 20:1.15(e)(2)a. requirenent

relate to trust property other than funds and to | OLTA accounts that

are subject to the safety requirenents of SCR 20:1.15(cm (3)b. and c.

SECTION 3. The Comment to SCR 20:1.15 (e) (2) pertaining to

i nsurance requirenents is anended to read:
COVMVENT

SCR 20:1.15 (e) (2) Insurance and safety requirenents.

Pursuant to SCR 20:1.15(e)(2), trust accounts are required to be
held in financial, investnent, or |IOLTA participating institutions
that are insured by the federal deposit insurance corporation (FD O,
the national <credit wunion share insurance fund (NCUSIF), the
securities investor protection corporation (SIPC) or any other
investnment institution financial guaranty insurance. However, since
federal law H-wmts dictates the anmount of available insurance
coverage available fromthe FDIC, the NCUSIF and the SIPC, funds in

excess of the those Hmmt+ limts are not i nsured. Federal | aw al so

limts the types of l|osses that are covered by SIPC insurance.

Consequently, the purpose of the insurance and safety requirenents is
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not to guarantee that all funds are adequately insured. Rat her, it
is to assure that trust funds are held in reputable financial,

investnment, or |OLTA participating institutions and, as specified in

subsection (e)(2)a., that the funds are eligible for the insurance

that i s avail abl e.

SCR 20:1.15(e)(2)a. requires a lawer to hold funds in an

account where each owner’s funds are eligible for the financial

institution's insurance coverage. Practitioners should exercise care

when placing trust funds in an IOLTA or any other type of |awer

trust account at a credit union, because an individual owner of funds

placed in any type of lawer trust account (i.e., a client or third

party) is eligible for NCUSIF insurance only if that individual owner

is a nenber of the credit union, or if the credit union is designated

by the National Credit Union Adm nistration (NCUA) as a "l ow i ncone"

credit union. The exceptions to the SCR 20:1.15(e)(2)a. requirenent

relate to trust property other than funds and to | OLTA accounts that

are subject to the safety requirenents of SCR 20:1.15(cm (3)b. and c.

IT IS ORDERED that notice of this amendnent of Suprene Court
Rule (SCR) 20:1.15(e)(2)a., its coment, and the comments to
SCR 20:1.15(cm(3) be given by a single publication of a copy of this
order in the official state newspaper and in an official publication
of the State Bar of W sconsin.

Dat ed at Madi son, Wsconsin, this 5" day of Novenber, 2010.

BY THE COURT:

A. John Voel ker
Acting Cerk of Supreme Court
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