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Best Practices in Billing 
Billing in a solo and small law office is a vital business task.  Whether accomplished out of complete 

necessity and in a confusing and unorganized fashion; or ran smoothly each and every time, law office 

billing is an important and required part of efficiently running a law practice.  Fortunately, there are 

some guiding practices that can be undertaken to ensure more success with the overall process.  

Outlined below are some of the best practices in law office billing to help . 

Billing Systems 
 

Putting first things first, if your firm continues to develop and send bills from the word processor, it is 

time to shift to a fully automated system specifically for law office billing. Time billing and accounting 

software programs of today make life a lot easier for the entire firm when it comes to tracking time and 

generating bills.  You begin with a place to input time entries or time slips.  This interface usually 

requires you to identify the person tracking the time (timekeeper), the matter/case for which the time is 

being tracked (client or matter), the amount of time or the amount of the expense being incurred on 

behalf of the client (time or expense), and a description of the work or expense item.  At the time of 

billing, the program collects the appropriate slips and allows you to generate a billing statement for your 

clients.  

When you shop for a time and billing program determine what you will need in terms of accounting first. 

Well, first of all you should have an automated accounting system, if at all possible.  With the current 

state of legal technology software, you can even have it both ways with the latest integrated time/billing 

and accounting packages.  Integrated systems might be shied away from when the firm has no interest 

whatsoever in monitoring accounts.  The billing-only programs do a fine job of simply managing what 

money and transactions occur for clients and not the overall business. 

So, what should you look for specifically in the automated time and billing/accounting packages?  Start 

with the reports here. Make sure your software offers these four basic financial reports: 

• A/R Listing (who owes you and how long they have owed you) 

• Productivity by Timekeeper (how much time is billed by each timekeeper) 



• Profitability (how much is collected vs. billed) 

• Fee Allocation   (how a fee is allocated amongst multiple timekeepers) 

 

Some specific time and billing (and time and billing and accounting) products to consider in a small law 

office are: 

Timeslips -  This is one of the most popular time and billing products in the legal industry.  While it does 

not handle general ledger accounting, it is still a top product for tracking time and generating bills.  

Timeslips Single Station for new users retails at $499.99. Check out www.timeslips.com for more 

information. 

PCLaw - A leading integrated time and billing and accounting package for law firms, PCLaw from 

LexisNexis allows for easy time tracking and billing and general firm accounting.  With a price tag that 

starts at $950.00, this robust program can be very useful for solo and small firms.  Learn more at 

www.pclaw.com.  

TABS3 - A long time favorite for small firms, TABS3 is a leading time and billing and general ledger 

accounting program for law firms.  The system is part of a set of products that make bill generation and 

accounting very easy for law firms.  You can get going on this very comprehensive system for $495.00.  

More information is available at www.tabs3.com.  

EasySoft TimeBill & Trust – These programs are a part of several modules for complete office 

management and specialty legal work solutions.  The combo versions for the two modules start at 

$696.00 and can be found online at www.easysoft-usa.com. 

 

Other software applications that are often found in law firms for billing include Quicken, QuickBooks, 

QuickBooks Pro, and Peachtree.  These accounting solutions are not legal specific, but if properly 

customized, can also be very helpful in tracking time, generating invoices, and managing the bottom line 

for lawyers. 

http://www.timeslips.com/�
http://www.pclaw.com/�
http://www.tabs3.com/�
http://www.easysoft-usa.com/�


“Beyond the Box” – Cloud-based Billing  
With the advent of cloud-based practice management, a small law office will also find there are some 

newer technologies that can be accessed online and help with basic billing needs from wherever you 

work.  Some systems to consider for online billing that do not come in the old boxed software format 

include:  

Bill4Time (www.bill4time.com); FreshBooks (www.freshbooks.com);  Time59 (www.time59.com); and 

TimeSolv Legal (www.timesolv.com).   These cloud-based billing programs all have 30-day free trials so 

that you can try them before signing up for their monthly services.  For solos and small firms that have 

minimal direct billing needs (on demand periodically), these programs may be better suited and more 

affordable.  A general search for online billing programs will also provide a much, much longer list of 

products.  The ones above, however, are ones that have been seen in use in smaller law offices. 

As with all cloud systems, make sure you adhere to this short checklist to keep your data safe and 

sound. 

Basic Cloud Checklist for Lawyers 

1. Check local network setup (or have your IT company provide this for you) for setup and security 

settings 

2. Configure your network Internet access to ensure the most efficient and secure levels of access 

3. Understand rules and practices of your  ISP (Internet Service Provider) especially regarding 

security and data storage and management 

4. Understand the rules and general practices of your cloud vendors’ ISPs 

5. Review and regularly monitor your SLA (Service-Level Agreements) with cloud vendors 

6. Keep an updated list of cloud services and vendors’ main contact information with alternate 

means of contact where available 

7. Create internal office policies and procedures for accessing and using cloud systems in your 

office 

8. Incorporate your cloud usage into the overall firm disaster recovery plan and business 

continuation models 

9. Perform regular (daily preferred) backups and run regular test restores of all data 

http://www.bill4time.com/�
http://www.freshbooks.com/�
http://www.time59.com/�
http://www.timesolv.com/�


10. Request a sample retrieval from the cloud vendor (ask for your data back in the way you’d get it 

in the event you discontinued the service or there were other occasions where you need your 

data back) 

Billing Best Practices: The List  
With your office set up for automated time billing, keep the following best practices in mind: 

1. Always use written Fee Agreements – NEVER enter into representation without a written 

agreement for how you will be paid.  This practice is required to protect the interests of both 

you and the client in your attorney-client relationship.  Make sure that your agreement is clear, 

easy to read and has language that indicates the scope of services and what is expected from 

the firm in providing the services and the client in making payment for services. 

2. Accept credit cards – Expand your means of getting paid by allowing credit card or debit card 

payments for fees.  Even online PayPal or other payments service accounts can be a possible 

means for making it easy for you to get paid for the work that you do.  If you elect to get 

“blanket” consent to charge a client’s account each month for easier billing, be sure that you 

have made it clear that these charges are coming and send a timely courtesy reminder.  You 

could also elect to have a new authorization signed each month to prevent any major billing 

mishaps related to their card payments. 

3. Give Clients copy of billing statement when they get the fee agreement – Show clients exactly 

what your bills look like and where they can find the exact amounts to pay.  You can include a 

copy with the Fee Agreement as the client reviews it. 

4. Provide flexible billing terms when you can – Set up payment arrangements that are acceptable 

for you and the firm, if you can.  Do not become a bank, instead of a law firm.  When discussing 

billing terms, ask the client if there is a time each month that works best for them.  With 

mortgage and other large payments likely coming at the beginning of the month for many 

clients, it may be important to have an option for clients to pay their bills in the middle or 

toward the end of the month, or both! 

5. Try split periods of billing to improve cash flow – Bill at different times of the month or in 

segmented batches of clients to help keep a steady flow of cash coming into the firm. A to K on 

the 10th, and L to Z on the 20th would be an example. 



6. Collect sooner rather than later – Do not let bills go beyond 30 days, and discuss in the initial 

client meeting your policy for past due bills.  As a part of collecting bills, indicate which clients 

can pay, which cannot pay, and which will not pay for whatever reason. Concert your collections 

efforts accordingly. 

7. Use alternative billing options more frequently – Try to accommodate billing requests that are 

different from your normal cycles.  Flexibility may help you with getting paid going forward. 

8. Bill monthly – Always bill at least monthly.  No excuses beyond absolutely necessary ones.  This 

practice will help ensure a steady cash flow for the practice and also provide the client a 

constant update of matter activity. 

9. Bill on Demand – Be sure that whatever billing system you use, you can generate an up-to-the-

minute bill.  This practice is especially useful in practices where transactions are completed at 

times that differ from the dates of the normal billing cycle.  As files draw near an end, have your 

billing staff ensure that the latest amounts have been billed or can be easily put into a pre-bill. 

10. Get trust account management advice from the State Bar – Law Office Management Assistance 

Program services can provide detailed assistance with needed information on setting up and 

maintaining a client trust account.   

11. Place a credit hold on funds placed in trust – Do not write checks from trust account deposits 

until the funds have cleared.  Use your billing program to help prevent slip ups or errors in 

managing funds coming into your trust account.  Give a period of 2 to 3 days for trust deposits 

to clear the bank in normal transactions. You can allow longer time holds for new clients or have 

a policy to follow your bank’s rules on funds availability for larger deposit amounts.    

12. Raise fees to deal with reduced revenue – Cutting costs will only go so far.  Consider raising 

your rates instead. You can easily adjust rates in billing programs to see if any shifts in 

employment occur with higher or even just slightly higher rates.  Some solos distinguish 

themselves from competition with higher rates for their experienced assistance with legal 

services. 

13. Have a collections plan – Have a set plan for dealing with accounts that are 30 or more days 

past due. Start your collection activity at the beginning of the representation by discussing the 

expectations you have for clients to pay their bills in a timely and responsible way.  You can also 

introduce staff, so that clients not paying their bills are not faced with interacting with a 

“stranger” from your office about sensitive billing issues. 



14.  Use profitability reports – Track how much revenue you “realize” with these reports.  

Realization is the amounts you actually receive for amounts that you bill.  To understand how 

effective your billing might be, you can review the realization to see if there are means of 

improving the process of billing for better payment results. 

15. Use productivity reports – Track how much you are doing in terms of hours with these reports.  

Making sure that you are getting the work done and not “bleeding” time for non-billable or 

unproductive tasks can be tracked with the information you get out of these reports. 

16. Understand your billable hours goals – Set goals for yourself in terms of billable hours, and then 

examine how reaching or failing to reach the goal will affect you financially.  The reports that are 

mentioned in this paper lead you to the basic information regarding your billable hours.  An in-

depth review, however, can be made on a regular basis to keep you on track to meet goals or to 

make adjustments in your billing practices to reach them.  

17. Use timers and other tools for more accurate time capture – Most modern billing programs 

allow you to use automated timers, and many have remote tools for time capture, too.  Check 

these tools out for capturing time as you work.  Many have the option or functionality to allow 

for timers to pause or stop when a new timer is started.  Remember, it is unethical to double bill 

clients for services.   

18. With the advent of smart phone and tablet computing comes the use of apps for time tracking.  

You can investigate the use of tracking apps like these:   BizTrackIt (time tracker), $39.99 (free 

trial); nTime, $2.99; MyTimesheet, $9.99; TimeandExpense, $99.99 (free trial), TimeTracker, 

$8.99, TimeMe, $4.99, Blackberry. iTimesheet, $5.99, iPhone/iPad. 

19. Track time as you work – You will capture more time if you track your time as you work.  Try 

this for a week or a few days to see how it affects your productivity or profitability.  Despite its 

“reputation,” time tracking is a key part of understanding the effectiveness of your billing 

process. 

20. Charge for consultations – An initial consultation charge can set the stage for how finances will 

be handled by potential clients and can help weed through “lawyer shoppers.”  You can have 

the fee built back into representation amounts later.  If you choose not to charge for 

consultations, be sure to track the time of the consultations you conduct so that you do not find 

yourself giving away services and money unintentionally. 

21.  Monitor non-billable time – Keep and review your non-billable time every two weeks.  If you 

find that you are not billing on average 3 to 4 hours a day, you may need to analyze the non-



billable time further.  Non-billable time analysis can help determine if you are making the best 

use of time not spent billing on client matters, and even help with productivity plans for your 

time spent away from client files. 

 

To enhance your billing and hopefully become more profitable, you can institute the above best practice 

tips in your standard operating procedures.  If you select to institute changes that affect clients in any 

major way, i.e. new rates, new practices for managing their payments, etc., be sure to advise them in 

writing of the changes, and seek their consent where required.  Finally, do not forget to put your billing 

procedures in your written policies and procedures manual, and bill, bill, bill! 



If you handle client funds, managing client 
trust accounts is an unavoidable part of 
legal practice. Moreover, the handling of 

client funds is subject to the Rules of 
Professional Conduct, which makes doing it 
right not just desirable, but imperative. Our
panel will detail the recent amendments to 

RPC 1.15, which include clarification that all 
client funds must be held at interest, 

provisions for a trust account overdraft 
notification system, and updated 

recordkeeping requirements. The panel will 
discuss when and how to use IOLTA 

accounts, and describe the work supported 
by IOLTA. Then, legal software experts will 

demonstrate how to track trust accounts 
using CLIO, QuickBooks, Timeslips, and 

Excel and ensure that you are administering 
       

Trust 
Accounting: 
Everything 
You Need To 
Know

Mary F. Andreoni, Esq. Ethics Education 
Counsel, ARDC 
Diane L. Ebersole, Practice Management 
Advisor, State Bar of Michigan David 
Holtermann, General Counsel Lawyers Trust 
Fund of Illinois 
Terry Rosenthal, TSR Consulting Services 



A guide to the amended Rule of Professional Conduct 1.15 

Understanding the New Client 
Trust Account Requirements 
By Mary Andreoni and David Holtermann 
 
http://www.iardc.org/CBARecord1%2015.pdf  
 
Lawyers licensed to practice in Illinois need to be familiar with the 
amendments to Rule of Professional Conduct 1.15 that took effect 
September 1, 2011. These amendments, announced by the Illinois 
Supreme Court in July, make three key changes regarding how lawyers 
handle client funds and client trust accounts:  
 
• Changes to Rule 1.15 (a) and (f ) clarify that there are only two options 
for the deposit of client funds–an IOLTA client trust account or a client 
trust account established to hold the funds of the client with the client 
receiving the interest. No client funds may be held in an account that 
does not earn interest. 
• Additions to Rule 1.15(a) include new trust account recordkeeping 
requirements for lawyers. 
• Rule 1.15(h) creates a trust account overdraft notification system, 
under which banks that hold client trust accounts must agree to notify 
the ARDC in the event the account is overdrawn. 
 
Read more: http://www.iardc.org/CBARecord1%2015.pdf  

http://www.iardc.org/CBARecord1%2015.pdf
http://www.iardc.org/CBARecord1%2015.pdf
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Chicago Bar Association

Opening and Maintaining 
a Trustworthy Client Trust Account …

June 28, 2012
2:00 - 2:25 p.m. 

Mary F. Andreoni
Ethics Education Counsel, ARDC

2

When is a Lawyer Required to Hold 
Property in Trust?

Rule 1.15 Safekeeping Property

(a) A lawyer shall hold property of clients or 
third persons that is in a lawyer’s possession in 
connection with a representation separate from 

the lawyer’s own property…
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3

And Managing Trust Funds

(a)…Funds shall be deposited in a one or more
separate and identifiable interest-or dividend-
bearing client trust accounts maintained at an
eligible financial institution in the state where the
lawyer’s office is situated, or elsewhere with the
informed consent of the client or third person…

4

What MUST Be Deposited in the 
Client Trust Account

Funds held for the benefit of a client or third person, 
e.g., 

Settlement funds

Security Retainers

Funds owed to lienholders

Advances for costs not yet incurred

Amounts in dispute
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5

What MUST NOT be Held in the 
Client Trust Account

 Lawyer’s own personal or business funds, 
e.g., payroll, business expenses, earned fees 

 Fixed fees, general (aka “classic”) retainers 
or advance payment retainers (see RPC 

1.15(c) and Comments [3A] – [3D]

6

Where to Deposit Retainers

 Rule 1.15(c): Funds for fees and expenses not yet 
earned/incurred (a/k/a “security payment retainer)
MUST be deposited in the client trust account 

EXCEPT for:
 General Retainer
 Fixed/lump Fee Agreement
 Advance Payment Retainer 

See Comments [3B]-[3D]
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What MAY Be Deposited in the 
Client Trust Account

Rule 1.15(b) allows a lawyer to deposit personal 
funds in the IOLTA account to meet bank imposed 

charges to open and maintain (meet required 
minimum balance) the account. 

8

Key Changes to 
Trust Account Rule 1.15

(eff. Sept. 1, 2011)
 Two Types of Client Trust Account ¶(a), (f) & (g)

- IOLTA and Non-IOLTA

 Automatic Overdraft Notification  ¶(h)
- Automatic notification of overdraft of trust account (applies 

to both types of trust accounts)

 Recordkeeping Requirement ¶(a)(1)-(8)

- Required preparation & maintenance of journals and 
records for seven years
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Every Client Trust Account Must Be:

• interest-bearing or dividend-bearing:

• held at an “eligible financial institution;” and 

• opened with interest accruing for the benefit of either:

• the client (Non-IOLTA account) or
• the IOLTA program (in Illinois, the Lawyers Trust 

Fund) (IOLTA)

Non-Interest Bearing Trust Accounts are Prohibited – Rule 1.15(f)

10

IOLTA Client Trust Account: 
The Pooled Account

 Can contain the funds of several clients/matters

 Interest-or dividend-bearing;

 Involves nominal amounts or amounts held for
a short period time; and

 Interest is swept for the benefit of the Lawyers
Trust Fund of Illinois

Examples: settlement funds, advances for unearned fees
and un-incurred costs
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Non-IOLTA Client Trust Account 

 Can only be for one client/matter;

 Interest or dividend bearing;

 Involves a substantial amount/s to be held for a 
substantial period of time; and

 Interest goes to the client.

Examples: commercial real estate escrow required 
by a contract or a court proceeding, usually where 

a judge has entered an order (estate or divorce)

12

IOLTA or Non-IOLTA?

Always Ask:

“Are funds nominal or are expected to be held for a 
short period of time?”

Always Consider:

“What is the amount of net interest that trust funds
are capable of earning for a client/third person?”
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Discretion Rules!

A decision about where to place funds rests on lawyer or 
law firm’s REASONABLE JUDGMENT. 

“…No charge of ethical impropriety or other breach of
professional conduct shall attend to a lawyer’s or law
firm’s exercise of reasonable judgment under this rule or
decision to place client funds in an IOLTA account or a
non-IOLTA client trust account on the basis of that
determination.”

-Rule 1.15(g) 

14

On Eligible Financial Institutions…

 IOLTA and non-IOLTA accounts must be maintained 
only at an “eligible financial institution”

“[A] bank or a savings bank insured by the Federal Deposit Insurance 
Corporation or an open-end investment company registered with the 
Securities and Exchange Commission that has agreed to provide 
dishonored instrument notification regarding any type of client trust 
account as provided in paragraph (h) of this Rule; and that with respect 
to IOLTA accounts, offers IOLTA accounts within the requirements of 
paragraph (f) of this Rule.” R. 1.15(i)(3).

 List of Eligible Financial Institutions

 IOLTA – www.ltf.org (Lawyers Trust Fund of Illinois)

 Non-IOLTA – www.iardc.org (ARDC)
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Automatic Overdraft Notification: 
Rule 1.15(h)

 The ARDC is notified when a client trust account 
contains insufficient funds ( “NSF”).

 Applies regardless of whether a check is ultimately 
honored.

 Provides an early warning that a lawyer’s trust
account systems are deficient or that the lawyer is
engaging in conduct that could injure clients or
others.

16

Regulatory Impact of Overdraft 
Notification: The First Six Months

 276 overdraft notices submitted to ARDC

 208 investigations closed

 69 investigations pending
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Top Ten Reasons for ARDC OD Investigation Closures

1. Trust account check issued against uncollected funds (post-dated check 
syndrome);

2. Deposited item is returned; 

3. There is a failure to make a timely make deposits;

4. Bank Fees (e.g., dormant account and check printing charges);

5. Online computer banking  errors (Lawyer mistypes information);

6. Telephone banking errors (e.g., teller/backroom personnel credit items into a 
different account);

7. Using the trust account for personal, not client trust, purposes;

8. Lawyer math errors;

9. Using the wrong check book; and

10. The bank got it wrong!

18

Suggestions
 Select Trust Account Checks that are Distinguishable from 

Business Account Checks

 Let Deposits Clear Before Writing Checks 

 Reconcile Monthly 

 Establish an Accounting System that You Understand and Can 
Follow Even if You Delegate Bookkeeping Tasks

 Know Your Financial Institution’s Charges and Fees for 
Maintaining the Trust Account 
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Required Client Trust Records: 
New Rule 1.15(a)(1)-(8)

Recordkeeping Journals (5)

 Trust Account Receipts Journal
 Trust Account Disbursements Journal 

 Trust Account Register
 Trust Account Client Ledger

 Trust Account Reconciliation Report

Samples of the above recordkeeping journals can be found on 
the ARDC website (www.iardc.org)

20

Receipts Journal
Rule 1.15(a)(1)

Lists alls receipts chronologically for all 
deposits in the trust account and identifies 

the date and source of each receipt

DATE SOURCE CLIENT CASE OR 
FILE#

DEPOSIT
REF#

AMOUNT

2/01/10 Smith 
Retainer
Check 
#2398

Joan Smith 2011-123 50062 $1,000

10/13/10 State 
Farm

Carol Client 2009-456 50145 $100,000
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Disbursements Journal
Rule 1.15(a)(1)

Lists all disbursements chronologically and identifies the 
recipient, purpose and date of each disbursement.

DATE CHECK
#

PAYEE PURPOSE CLIENT CASE or FILE # AMOUNT

3/1/10 1010 Mrs. 
Johnson

Ct. Order James Johnson 2009-311 $1,000

10/20/10 1011 Carol 
Client

Settlement Carol Client 2009-456 $70,000

10/20/10 1012 Larry 
Lawyer

Fees Carol Client 2009-456 $30,000

22

Client Ledger
Rule 1.15(a)(2)

A separate page for each client/matter showing 
chronologically all receipts, disbursements and 

balances for each client/matter.
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Name of Client:  Carol Client

Legal Matter/Adverse Party: Daryl Defendant

File/Case Number:  2009-456

Date Description 
of 
Transaction

Payor/Payee Ref Funds 
Paid

Funds 
Received

Balance

10/13/10 State Farm 
Draft

Deposit $100,000 $100,000

10/20/10 Settlement Carol Client #1011 $70,000 $30,000

10/20/10 Attorney Fees Larry Lawyer #1012 $30,000 $0

24

Checkbook Register
Rule 1.15(a)(4)

Lists sequentially all trust account deposits and 
checks and reflects a current and accurate daily 
balance on the trust account.

CHECK DATE PAYEE OR 
DEPOSIT 
SOURCE

AMOUNT OF 
CHECK

AMOUNT OF 
DEPOSIT

BALANCE

2/01/10 Joan Smith $1,000 $8,000

1010 3/01/10 Mrs. Johnson $1,000 $7,000

10/13/10 State Farm $100,000 $107,000

1011 10/20/10 Carol Client $70,000 $37,000

1012 10/20/10 Larry Lawyer $30,000 $7,000
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Reconciliation Report
Rule 1.15(a)(7)
(done at least quarterly)

• Balance in the Trust Account Journals
Receipts Journal – Disbursement Journals

• Balance in Client Ledger Pages 
Amount of all client ledger pages

• Balance in Checkbook Register

•All three balances should be the same and equal to the bank 
statement (less for outstanding checks & net interest for IOLTA 

accounts, plus in-transit deposits)

26

Some Recordkeeping Specifics

 Complete records of client trust account funds and other
property held in trust must be retained for 7 years after the
termination of representation (See also, Ill.Sup.Ct. Rule 769).

 Electronic records and other ‘media’ records are okay but must
be printable and readily accessible to the lawyer.

 A lawyer must make arrangements for the maintenance of the
records in the event of the closing, sale, dissolution, or merger
of a law practice.



14

27

Record Retention Rules
Records of Trust Funds or Property – Rule 1.15(a)

must be kept for 7 years after the representation ends including all journals required in Rule 
1.15 and the following source documents:

Source Documents
Rule 1.15(a)(3)-(6)

 Accountings to clients or third persons, including portions of client file
 Checkbook registers

 Check stubs
 Bank statements
 Record of deposit

 Checks or other record of debits
 Retainer and compensation agreements with clients

 Copies of bills for legal fees and expenses

Client List & Financial Records of Law Practice -
S.Ct.Rule 769

28

Resources

Questions about Client Trust Accounts -ARDC Client Trust 
Account Handbook (www.iardc.org)

Questions about IOLTA & Enrollment Forms
 Lawyers Trust Fund (IOLTA) www.ltf.org

Questions About the Rules of Professional Conduct
 ARDC Ethics Inquiry Program

Chicago office – (312) 565-2600 or (800) 826-8625
Springfield office – (217) 522-6838 or (800) 252-8048
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EVERYTHING YOU NEED TO KNOW 
ABOUT TRUST ACCOUNTING
(BUT WERE AFRAID TO ASK)

The IOLTA Program and IOLTA Account Requirements

Chicago Bar Association

June 28, 2012

David Holtermann, General Counsel

Lawyers Trust Fund of Illinois

THE IOLTA PROGRAM AND IOLTA 
ACCOUNT REQUIREMENTS

What is IOLTA?

IOLTA Requirements in Rule 1.15

How to Use an IOLTA Account

Establishing and Maintaining an IOLTA Account

What does IOLTA Support?

Resources
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WHAT IS IOLTA?

IOLTA = Interest on Lawyers Trust Accounts

One type of client trust account permitted under Rule of 
Professional Conduct 1.15 

IOLTA ≠ all types of trust accounts

Program that collects, administers and makes grants from 
interest earned on IOLTA accounts

Illinois Supreme Court designated the Lawyers Trust Fund to 
administer the IOLTA program in Illinois 

IOLTA REQUIREMENTS IN RULE 1.15

Rule 1.15(i)(2): Defined as “a pooled interest- or dividend-
bearing client trust account, established with an eligible 
financial institution with the Lawyers Trust Fund of Illinois 
designated as income beneficiary, for the deposit of 
nominal or short-term funds of clients or third persons as 
defined in paragraph (f) and from which funds may be 
withdrawn upon request as soon as permitted by law” 

Rule 1.15(a): IOLTA one of two types of client trust accounts 
permitted for deposit of client funds



3

IOLTA REQUIREMENTS IN RULE 1.15
Rule 1.15(f): “All funds of clients or third persons held by a lawyer 
or law firm which are nominal in amount or are expected to be 
held for a short period of time, including advances for costs and 
expenses, and funds belonging in part to a client or third person 
and in part presently or potentially to the lawyer or law firm, shall 
be deposited in one or more IOLTA accounts, as defined in 
Paragraph (i)(2).  A lawyer or law firm shall deposit all funds of 
clients or third persons which are not nominal in amount or 
expected to be held for a short period of time into a separate 
interest- or dividend-bearing client trust account with the client 
designated as income beneficiary.  Funds of clients or third 
persons shall not be deposited in a non-interest or non-dividend-
bearing account…”

Also in Rule 1.15(f): IOLTA account must be established at an 
eligible financial institution that offers IOLTA accounts within 
requirements of the rule

WHEN TO USE AN IOLTA ACCOUNT
Key reference – Rule 1.15(g)

• Lawyer should exercise reasonable judgment in determining 
whether funds are nominal in amount or expected to be held for a 
short period of time

• Factors to consider in Rule 1.15(g)(1-3)
• Amount of interest funds would earn
• Cost of establishing and administering separate account
• Capabilities of financial institution

• No charge of ethical impropriety shall attend exercise of reasonable 
judgment
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WHEN TO USE AN IOLTA ACCOUNT
Key question underlying determination required by Rule 1.15(g):

• Will client funds generate net interest for benefit of client?
• Net interest = gross interest - costs

• Gross interest = amount x duration x rate
• Costs can include: account fees, check fees, lawyer 

and staff time, expenses related to tax reporting
Depending on determination, funds should be deposited in 
an IOLTA account or a separate, interest-bearing trust 
account with the client receiving the interest

All client funds must be held in interest-bearing accounts

ESTABLISHING AN IOLTA ACCOUNT

Verify that bank is on list of eligible financial institutions 
(list at www.ltf.org and www.iardc.org)
Ask to establish an interest-bearing demand deposit account

• Must be identified as a client trust account
• Must use tax identification number (TIN) of Lawyers Trust Fund

Complete the Notice to Financial Institution/Notice of Enrollment 
(also at www.ltf.org)

• First page goes to bank
• Second page goes to Lawyers Trust Fund
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WHAT DOES IOLTA SUPPORT? 
LTF Mission: support legal aid to poor and near-poor in non-
criminal cases 

$8 million in grants next year

• Income eligibility – below 150% of federal poverty level (about 2.8 
million people in Illinois)

Distributed to 29 organizations throughout Illinois:

• 48.5% downstate and collar counties
• 44% Cook County
• 7.5% statewide initiatives

LTF grantees provided services in 183,000 cases in 2011

General operating support grants

Large part of grantee budgets (e.g. 29% of CARPLS, 32% of CVLS)

Competitive grants process = accountability

IOLTA RESOURCES

Rule of Professional Conduct 1.15 
• The authoritative source 

Web site of the Lawyers Trust Fund: www.ltf.org 
• FAQs and other resources for lawyers
• Notice to Financial Institution/Notice of Enrollment
• List of eligible financial institutions

Contact information 
• David Holtermann, General Counsel: 312-938-3076, david@ltf.org
• Terri Smith, Director of Banking: 312-938-3001, tlsmith@ltf.org
• Ruth Ann Schmitt, Executive Director, 312-938-2106, ruth@ltf.org
• General inquiries: 312-938-2906 or 800-624-8962

Other resources
• ARDC Client Trust Account Handbook at www.iardc.org
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Everything You Need to Know 
About Trust Accounting

(But Were Afraid to Ask)

Presented by TSR Consulting 
Services, Inc. www.tsrconsult.com

1

Overview of Session

• Product Overviews
– Timeslips
– QuickBooks
– Optional Timeslips/QuickBooks Link

• Timeslips Client Funds Accounts
– Setting up Clients
– Using Client Funds

• QuickBooks Options
– Separate “company file”
– Liability Sub‐accounts 
– Customer Field Option

• Reports and Account Reconciliation

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

2
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Products Overview

Timeslips ‐ Billing
• Billing software for hourly flat, 

contingency and combination bill 
arrangements

• Tracks accounts receivable and 
clients’ funds accounts

• Reporting:
– Attorney productivity and 

profitability
– Collections reporting (based on 

origination and/or working 
attorney)

– Client management database

• Designed to accommodate law 
firm billing environment 

• Optional link to QuickBooks (TAL)

QuickBooks ‐ Accounting
• Accounting software for small and 

medium sized businesses
• Basic billing (hourly or standard flat 

fee)
• Tracks accounts receivable if used 

for billing
• Tracks clients’ funds account(s)
• Reporting

– Standard accounting reports 
(profit/loss, general ledger, A/P and 
A/R)

– Payroll 
– Tax preparation

• Not designed specifically for law 
firm billing purposes

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

3

Timeslips by Sage

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

4
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Timeslips Client Funds Set‐up

1. Features Enabled (under setup menu)

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

5

Timeslips Client Funds Set‐up

1. Client List

6
Presented by TSR Consulting Services, Inc.

www.tsrconsult.com
Presented by TSR Consulting Services, Inc. 

www.tsrconsult.com



6/25/2012

Presented by TSR Consulting Services, Inc. 4

Timeslips Client Funds Set‐up

2. Client Information / Client Funds Tab

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

7

Client Funds Transactions

TRANSACTION DESCRIPTION

Payment from client to Funds PAYT– Payment to account

Payment from Funds to Bill PAYF– Funds removed from account to pay existing balance

Withdrawal to Pay a Third Party WITH‐ Remove funds from account to pay court reporter or 
other third party

Deposit from a Third Party DEP – Outside party deposits funds into account (example: 
contingency award)

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

8
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Client Funds Transaction Entry Screen

•Appears when click one of the 4 
choices 

•Balances (funds and A/R) appear 
at the top

•Type is either Payment from, 
Payment to, Deposit or 
Withdrawal

•Choose Client and account

•Enter amount in the box

•Apply the payment to unpaid 
bills listed below using the 
“Apply” buttons

•Save the record 

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

9

Sample 
Invoice 
with 
Funds 
Detail

Presented by TSR Consulting Services, Inc. www.tsrconsult.com 10
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Client Funds List

•View by Client to show all client’s transactions
•View by Date to show all transactions in a specified date range
•View by ID to show a list of every client funds transaction

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

11

Reports 

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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Sample Report
Funds Transaction Listing

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

13

Sample Report
Funds Transaction Listing

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

6/28/2012   14
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Sample Report
Funds with Running Balances

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

15

Sample Report
Funds Account Listing

Suggestion:  Print this report to Excel  

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

16
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Timeslips Fund Accounting

• Multiple funds accounts

• Tracks all funds transactions

• Optional replenish funds feature

• Extensive reports

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

17

Intuit QuickBooks

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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QuickBooks
Accounting Options for Trust Accounts

SEPARATE Company Files 

• PRO:  Completely 
segregates client funds 
accounts

• PRO:  Funds excluded from 
all company financial 
reports

• CON:  Cannot “transfer” 
funds between accounts

• Cannot use Timeslips link if 
separate company file

SINGLE Company File

• PRO:  Can set up to see 
client funds and operating 
funds in single file (no need 
to open separate file)

• PRO: Can transfer between 
QuickBooks bank accounts

• CON:  Does not completely 
separate bank accounts

• Option of using Timeslips 
link

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

19

Every company file with Client Funds must keep 
track of each client’s funds balance separately 

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

20

RULE: 
Two methods:

1. Separate sub‐account under the Client Trust Liability account 
(preferred)
CHART OF
ACCOUNTS
shows breakdown

2. Track funds by customer name
REPORT shows breakdown
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Tracking Client Funds

• Bank account tracks all cash in IOLTA

• Client Funds Liability tracks all client funds

• Liability always = Cash in IOLTA Bank Account

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

21

IOLTA = Liability

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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Process

1. Receipt of Funds from Client (QB: Make Deposit to IOLTA)
• Deposit to IOLTA
• Credit client liability account (sub‐account if using sub‐

accounts under the Client Funds Liability g/l account)
2. Generate Client Invoice

• No accounting activity
3. Payment to Firm for Invoice (QB: Write check from IOLTA)

• Write check from IOLTA to operating
• Credit  client liability account (or sub‐account if applicable)

4. Make deposit into firm’s operating account 
(QB: Make Deposit to Operating)
• Credit correct income or asset account based on whether the 

check covers fees or expenses

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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Screenshot of Deposit to IOLTA: Tracking Funds by Customer Name

Screenshot of Deposit to IOLTA: Tracking Funds by Liability Account
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Direct Payment of Expenses
1. Write Check from IOLTA 

(QB: Write Check from IOLTA bank acct)
• Reduces balance in IOLTA (credits bank 

account)
• Reduce client’s liability account (debit 

liability account)
2. Generate Client Invoice (if using Timeslips)

• No accounting activity
• Show “withdrawal from funds” on 

invoice

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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QuickBooks Reports

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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Balance sheet: Breakdown by sub‐accounts

Transaction Report:  Breakdown by client name
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Month End Reports

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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TIMESLIPS:

•Funds Account Listing – Lists each account with the balance
•Funds with Running Balances – Lists every addition and subtraction in the 
client’s account to verify account balance

QUICKBOOKS:

•View Chart of Accounts to verify that funds in IOLTA = Liability
•Balance Sheet
•Customer Transaction List for Liability Accounts (if tracking by customer)

Reconciliation

The following must have the same balance:

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com

28

1. TIMESLIPS client funds listing
2. QUICKBOOKS IOLTA account balance
3. QUICKBOOKS client liability account
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Final Words …
… Stay Out of Trouble

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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1. Reconcile your bank statement EVERY MONTH
2. Compare IOLTA and Liability Accounts balances after EVERY transaction
3. Reimburse IOLTA account for any wire transfer or other bank fees
4. Create standard reports for both Timeslips and QuickBooks that are run 

monthly.  SAVE the reports for historical reference 

Questions?

Presented by TSR Consulting Services, Inc. 
www.tsrconsult.com
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Chicago Bar Association

Trust Accounting

Effective 

Simple to Sublime

Chicago Bar Association

Review:

• Checks of different colors Trust/Business

• Deposits clear before writing checks

• Reconcile monthly (constantly)

• Plan for your death, disability or 
impairment
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Chicago Bar Association

Review:

• Know bank fees and charges

• Keep detailed “paper trail”

• Beware of fraudulent scams

Chicago Bar Association

Required Journals

• Trust Account

– Client Ledger

– Receipts Journal

– Disbursements Journal

– Reconciliation Report

– Checking Account Register
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Chicago Bar Association

Additional Records 
• Documentation of fees and 
expenses

• Cancelled checks (paper or 
electronic)

• Deposit slips and bank 
transfer records

• Record of electronic transfers 
in/out of trust account

• Receipts for funds received 
from clients

Chicago Bar Association

Additional Records 

Written & signed retainer/engagement agreements!



6/25/2012

4

Chicago Bar Association

Trust Accounting is Like Exercise

Chicago Bar Association

Trust Accounting is Like Exercise
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Chicago Bar Association

Only Works if You Do It!
Implement a trust 
accounting system you 
are going to use!

Develop a game plan you 
will consistently execute!

Chicago Bar Association

What is the Big Deal?
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Chicago Bar Association

Paper

PROS

• Start Up Costs

CONS

• Difficult to “back‐up”

• High risk of “human error”

• Multiple steps for each 
transaction

• Highly repetitive

• Hands on review

• No integration with other 
apps

• MANUAL LABOR

Chicago Bar Association
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Chicago Bar Association

Chicago Bar Association
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Chicago Bar Association

Chicago Bar Association
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Chicago Bar Association

Chicago Bar Association
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Chicago Bar Association

Paper System Results

Chicago Bar Association

Spreadsheets
Pros

• Easy to backup
– You are backing up your office 

computer system?

• Less risk of human errors

• Data can be imported into 
other applications

Cons

• Creation of your own system

• Limited use of data

• Reinvent the wheel?
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Chicago Bar Association

Effective Spreadsheet Essentials

• Insert formulas

• Protect formulas

• Remember the password

• Create customized books

Chicago Bar Association

Effective Spreadsheet Essentials

• Consolidate 
clients/matters/time frame 
into one “book”

• Excel 2007 has 1,048,576 
rows and 16,384 columns

• Unlimited spreadsheets 
per workbook
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Chicago Bar Association

Chicago Bar Association

Effective Spreadsheets ‐ Formulas
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Chicago Bar Association

Effective Spreadsheets ‐ Protection

1. By default all cells are locked

2. Select the “changeable cells” (click and drag)

A. Right click > Format cells > Protection> Deselect “Lock”

1
2

3

4

Chicago Bar Association

Effective Spreadsheets ‐ Protection

1. Protect the worksheet “turns on” locked cells

2. Click Review Tab > Protect Sheet > Enter Password 
> Enter Password > REMEMBER Password

2 3

4

1
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Chicago Bar Association

Effective Spreadsheets ‐ Protection
Double Clicking into an 
equation cell MUST result 
in the following message.

Chicago Bar Association
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Chicago Bar Association

Effective Spreadsheets‐Creating Formulas

Chicago Bar Association

Spreadsheet System Results
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Chicago Bar Association

Practice Management Software

PROS

• Integrated data system

• Increases overall efficiency

• Help prepare firm for changes 
in delivery of legal services

• Excellent trust accounting 
closely integrated with time 
entries, expenses, and billing.

• Facilitates data backup

• ROI

CONS

• Learning Curve

• Cost

• Making the choice

• Changing 

Chicago Bar Association

Practice Management Software

• Matter centric 
management app
– Documents
– Contacts
– Email
– Events
– Research
– Phone calls
– Time
– Billing
– Calendar

Matter

Billing

Contacts

E‐mail

Documents

Time
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Chicago Bar Association

Chicago Bar Association
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Chicago Bar Association

Chicago Bar Association
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Chicago Bar Association

Chicago Bar Association
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Chicago Bar Association

Chicago Bar Association
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Chicago Bar Association

Chicago Bar Association
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Chicago Bar Association

Chicago Bar Association

And More…….
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Chicago Bar Association

Clio & Trust Accounting
Required Journals

• Trust Account

– Client Ledger

– Receipts Journal

– Disbursements Journal

– Reconciliation Report

– Checking Account Register

Chicago Bar Association Clio & Trust Accounting
Unlimited # of Accounts
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Chicago Bar Association Clio & Trust Accounting

Chicago Bar Association Clio & Trust Accounting
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Chicago Bar Association Clio & Trust Accounting

Chicago Bar Association Clio & Trust Accounting
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Chicago Bar Association Clio & Trust Accounting

Chicago Bar Association Clio & Trust Accounting
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Chicago Bar Association Clio & Trust Accounting

Chicago Bar Association Clio & Trust Accounting
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Chicago Bar Association Clio & Trust Accounting
Reconciliation (Partial)

Chicago Bar Association Clio & Trust Accounting

Client Ledger Card
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Chicago Bar Association

Trust Account Journal

Chicago Bar Association
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Chicago Bar Association

Export Data

Reports for Your Accountant 

Chicago Bar Association

Practice Management Software

• Matter centric 
management app
– Documents
– Contacts
– Email
– Events
– Research
– Phone calls
– Time
– Billing
– Calendar

Matter

Billing

Contacts

E‐mail

Documents

Time
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Chicago Bar Association

Only Works if You Do It!
Implement a trust 
accounting system you 
are going to use!

Develop a game plan you 
will consistently execute!

Chicago Bar Association

Trust Accounting – Make it Work!
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Chicago Bar Association

Trust Accounting

Effective 
Simple to Sublime
Diane Ebersole

Practice Management Advisor
State Bar of Michigan

debersole@mail.michbar.org
517‐346‐6411
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Name: Matter:  File No. 

Address:  Phone:  Attorney: 

Charged Received AR Bal. Advanced Received Balance Disbursed Received Balance

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00
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0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00
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0.00 0.00 0.00

0.00 0.00 0.00

0.00 0.00 0.00

TrustDate Name Memo Ck. No. Fees Costs Advanced

CLIENT LEDGER CARD



Name: Matter:  File No. 

Address:  Phone:  Attorney: 

Charged Received AR Bal. Advanced Received Balance Disbursed Received Balance

1/2/2011 Day, Sunny Retainer 2481 0.00 0.00 1000.00 1000.00

1/20/2011 Trial Court, AdFiling Fee 3251 0.00 0.00 150.00 850.00

1/20/2011 Sheriff Service Fee 3252 0.00 0.00 45.00 805.00

1/22/2011 Office Photo Copies 0.00 10.00 10.00 805.00

1/30/2011 Fees‐  Stmt. Sent 500.00 500.00 10.00 805.00

1/30/2011 Mark MywordFees & Cost 3253 500.00 10.00 510.00 295.00

1/30/2011 Deposit to OpA.R. 3253 500.00 0.00 10.00 0.00 295.00

2/14/2011 Office Long Dist. 0.00 5.00 5.00 295.00

2/27/2011 Fees‐  Stmt. Sent 250.00 250.00 5.00 295.00

2/27/2011 Mark MywordFees & Cost 3268 250.00 5.00 295.00

2/27/2011 Deposit to OpA.R. 3268 250.00 0.00 5.00 0.00 255.00 40.00

0.00 0.00 40.00

0.00 0.00 40.00

0.00 0.00 40.00

0.00 0.00 40.00

0.00 0.00 40.00

0.00 0.00 40.00

0.00 0.00 40.00

0.00 0.00 40.00

TrustDate Name Memo Ck. No. Fees Costs Advanced

CLIENT LEDGER CARD

Sunny Day Divorce D‐562

123 Happy Valley, Overton, MI 49999 (517) 888‐9999 Mark Mywords



Date Client Case/File# Payee Receipts Disbursement Balance

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Trust Account Journal



Date Client Case/File# Payee Receipts Disbursement Balance

1/2/2011 Day, S. 0002‐D Mywords, M. 1000.00 1000.00

1/20/2011 Day, S. 0002‐D Trial Ct. Admin 150.00 850.00

1/20/2011 Day, S. 0002‐D Sheriff 45.00 805.00

1/20/2011 Buckner, W. 0005‐B Mywords, M. 2000.00 2805.00

1/25/2011 Catona, D. 0004‐C Mywords, M. 1500.00 4305.00

1/30/2011 Day, S. 0002‐D Mywords, M. 510.00 3795.00

2/27/2011 Day, S. 0002‐D Mywords, M. 255.00 3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

3540.00

Trust Account Journal



Amounts

Client $

Client

Client

Client

Client

Client

Client

Client

Client

Client

1. $ 0.00 *

2. $ *

$

‐

+

3. $ 0.00 *

*

Trust Account Reconciliation

For the Month Ended

Plus In‐Transit Deposits

Reconciled Bank Statement Balance

Items 1,2,and 3 must be identical for the trust account to balance.

Lawyer Individual Trust Account Ledger Balances

Attorney Funds/Bank Charges

Total Lawyer Individual Trust Account Ledger Balances

Lawyer Trust Account Journal (or Check Register) Balance

Bank Statement Balance

Less Outstanding Checks



Amounts

Client $ 40.00

Client 4250.00

Client 2000.00

Client

Client

Client

Client

Client

Client

Client

1. $ 6290.00 *

2. $ 6290.00 *

$ 6900.00

‐ 800.00

+ 190.00

3. $ 6290.00 *

*

Trust Account Reconciliation

For the Month Ended January 31, 2011

Lawyer Individual Trust Account Ledger Balances

Day, S.

Buckner, W.

Catona, D.

Less Outstanding Checks

Plus In‐Transit Deposits

Reconciled Bank Statement Balance

Items 1,2,and 3 must be identical for the trust account to balance.

Attorney Funds/Bank Charges

Total Lawyer Individual Trust Account Ledger Balances

Lawyer Trust Account Journal (or Check Register) Balance

Bank Statement Balance



This sheet is from a Microsoft Excel Template- http://tinyurl.com/7nj5l8b

Check Register
Number Date Description of Transaction C Debit   (-) Credit (+) Balance



P





Microsoft Site:

http://tinyurl.com/4v6omto 

Microsoft Site: 

http://tinyurl.com/89ljke3 

PDF Manual 

http://tinyurl.com/2ytef5

http://tinyurl.com/6n85xqq



 

Creating Ethical and Client-Friendly Fee Agreements  
By Reid F. Trautz 

It is important to communicate in writing with a client immediately after 
the initial consultation to define your professional relationship. Clearly 
defining whether or not you are acting on behalf of the client will help 
avoid any misunderstandings about the timing, scope, and cost of your 
legal representation. Misunderstandings about the lawyer–client 
relationship often lead to the souring of the relationship, and costly 
collection and malpractice suits.  

If you are going to represent the client, send the client an engagement 
letter or, as suggested here, a written fee agreement. The term 
"engagement letter" is often, but not always, a unilateral written 
communication from the lawyer to the client setting forth the lawyer's 
understanding of the work to be done on behalf of the client. A written 
fee agreement is very similar, except that it is a bilateral contract 
between you and your client that will define the basis of your relationship 
and help both parties make it a positive experience. In non-contingency 
cases, written fee agreements are not required by the Virginia Rules of 
Professional Conduct. However, from a management perspective, they 
are essential.  

From a proper management perspective, you should have a fee 
agreement with every client. A well-written fee agreement encompasses 
more than your hourly, flat, or contingent fee; it should define the 
parameters of the work to be completed, and address your obligations to 
the client, and the client's obligations to you. It should also address your 
rights (e.g., to seek withdrawal) and your client's rights (e.g., to 
terminate representation). This is discussed in more detail below. First, 
the minimum requirements:  

Rule 1.5(b) of the Model Rules of Professional Conduct states:  

The scope of the representation and the basis or rate of the fee and 
expenses for which the client will be responsible shall be 
communicated to the client, preferably in writing, before or within a 
reasonable time after commencing the representation, except when 
the lawyer will charge a regularly represented client on the same 
basis or rate. Any changes in the basis or rate of the fee or 
expenses shall also be communicated to the client. See also 
Comment [2] to Rule 1.5. [Check Rule 1.5 of your state bar Rules, 
as that is the rule that you must follow.] 

Although Rule 1.5 may only require a written rate disclosure, a 
comprehensive agreement can avoid misunderstandings that a simple 
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hourly rate disclosure will be inadequate to prevent. Therefore, it is 
strongly recommended that a lawyer draft a comprehensive fee 
agreement to be signed by the lawyer and his or her client at the start of 
each representation.  

Be clear in the language you choose. Avoid legalese. Use common 
language that is clear to your clients. Remember, because you are the 
person drafting this document, it is possible that any error or ambiguity 
may be resolved against you if a fee dispute later arises. A 
comprehensive written fee agreement should address the following 
issues: 

1. Define the scope of your services: Expressly state in the agreement 
the legal matter in which you are representing the client. Be 
specific. If the matter is a DWI case in Winchester City Court, write 
that in the agreement. If your representation will not include any 
potential appeal, state that as well. If your client hires you in a 
more general role of counselor, write it down, along with the 
parameters of your counseling role. If an associate or paralegal will 
work on the case, put in the agreement that the firm has the 
authority to assign other attorneys or staff in the firm to work on 
the matter. Make sure you and the client agree on this definition of 
your services. Resist any temptation to guarantee any results to 
the client, beyond giving the matter your best legal effort.  

2. Define the timing of your services: Make your services contingent 
on cooperation and payment from the client. If you want payment 
before commencing work, clearly state to the client that your 
services start after the client has paid the advance or the flat fee. 
State that your services may cease if the client fails or ceases to 
pay your bill. If you later decide to terminate representation of your 
client for nonpayment of fees, be sure you are in compliance with 
any and all court rules and procedures, including seeking leave to 
withdraw if such leave is required. See also Rule 1.16(d) about 
steps to follow whenever a representation is terminated.  

3. Explain the fee arrangement: For your client's edification, explain 
the type of fee arrangement you are using. If it is a flat fee, 
expressly state that your fee is a one-time, upfront payment before 
services begin. For an advance fee, explain in the agreement that 
you will be charging your services against the advance fee on an 
hourly basis, and write in that hourly amount. Let the client know 
that when the advance fee is exhausted, you will require more 
money. By the same token, explain that you will return any unused 
portion of the advance fee (pursuant to Rule 1.16). When a fee is 
contingent on the outcome of a matter, Rule 1.5(c) requires that 
the fee agreement: (1) "shall be in writing," (2) "shall state the 
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method by which the fee is to be determined, including the 
percentage or percentages that shall accrue to the lawyer in the 
event of settlement, trial or appeal, litigation, and other expenses 
to be deducted from the recovery," and (3) shall state "whether 
such expenses are to be deducted before or after the contingent fee 
is calculated."  

4. State how fee advances and costs will be handled: Rule 1.15(a) 
states that advances of unearned fees and unincurred costs shall be 
treated as property of the client. Therefore, advanced fees and 
costs must be placed into a client trust account rather than your 
operating account—unless your client agrees otherwise. State in 
your agreement where the fee and/or cost advance will be placed 
and when the fee will be withdrawn. For example, you may want to 
state that once each month you will move the client's funds from 
your trust account into your operating account to pay for the fees 
and costs incurred on behalf of the client during the prior month. 
You may also want to state that you will return any unearned fees, 
and include a clause about how you will bill the client when the 
advanced fee is exhausted.  

5. State examples of the services to be billed to the client: For your 
clients who are billed on an hourly rate basis, explain that they will 
be billed for your time on all aspects of the case, and cite several 
types of billable services, such as depositions, telephone calls, 
drafting correspondence, pleadings, trial preparation, etc. State the 
amount of your minimum time increment: one-tenth of an hour, 
one-quarter of an hour, etc. Clients will appreciate knowing these 
details in advance, and such disclosure will save you numerous 
headaches over time.  

6. Explain the client's obligation for costs: There are two types of 
costs usually billed to the client: costs incurred in your office, such 
as copying charges, postage fees, long-distance telephone charges, 
etc., and costs billed by outside vendors, such as court filing fees, 
messenger services, and process fees. Some lawyers pay all costs 
and pass them along in their bills to the clients; other lawyers 
charge clients for the in-office costs, and have the clients directly 
pay the costs incurred by outside entities; still other lawyers 
require funds in advance from clients to pay for costs incurred 
during the course of the matter. Decide how you want to bill your 
client for costs and so state in the agreement. (Note: Without 
disclosure to the client, disbursements to outside vendors cannot 
be "marked up" before being billed to the client, e.g., a copying job 
sent to a copying company at .05 a page cannot be billed to your 
client at .10 a page. ) 
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7. Explain your billing practices: Let your client know how often he or 
she can expect to receive your bill (preferably monthly), then make 
sure you stick to the promised schedule. Also explain when 
payment is due (upon receipt; within 30 days, etc.). You can 
charge interest on the unpaid balance as long as you disclose the 
terms in your written fee agreement with the client, and follow all 
applicable state and federal consumer laws. (Indiana LEO 2 of 
1981) 

8. Clearly state your communications policies and set expectations for 
effective communication, including the requirement that the client 
promptly update any change in his or her contact information to 
facilitate communications. 

9. Allow your client time to question your bill: Discussing your bill with 
your client will ease client concerns when the bill starts to mount. 
Let your client know in the fee agreement that he or she may 
discuss the bill with you at any time. However, put a time limit on 
the ability to question specific charges—say, within 30 days of 
receipt. This may save you problems with a client who later decides 
to question all charges and not pay the bill.  

10. Articulate the circumstances in which you may withdraw, and the 
client’s right to terminate the relationship. 

11. Plan ahead for returning the client's file: Storing the client’s file 
after the conclusion of the legal matter requires that you keep 
client files safe and confidential, unless the client requests that he 
or she take possession of the file. Locating a client after many 
years to return the file or seek permission to destroy or discard it is 
a time-consuming and often impossible task. Consider adding a 
clause to your written fee agreement that allows you to destroy or 
discard the client's file after five, six, or seven years unless the 
client requests it before the expiration of this time. (It may be 
prudent to keep the file longer than seven years, depending upon 
your type of practice. Consult your malpractice carrier for more 
guidance.) In any event, all valuables must be returned to the 
client or other proper party before the file can be destroyed or 
discarded.  

12. Be sure to include space for you and your client to sign the 
document, and to acknowledge the terms of your new relationship: 
You should give the client time to read the agreement and ask 
questions before signing the document. Many lawyers mail the fee 
agreement to the client after their first meeting so that the client 
has time to review it independently. Once the agreement is signed, 
give your client a signed copy as soon as possible so that the client 
can refer to it if any questions arise during the representation.  
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 By now you are thinking “Man, this is going to be a 5-page 
agreement or longer!” And therein lies your greatest struggle—to 
wordsmith the document into a readable, understandable, and friendly 
document.  If it is too long, less sophisticated clients may not be able to 
wade through it; if it is too short, it may not protect your relationship; if 
it is too condensed, it may not be thorough so it is understood. 
 
 A well-crafted fee agreement takes time. Give it the same attention 
you give to your client’s legal matters. But rest assured, it will be time 
well spent! 
 
____________________ 
Reid F. Trautz is a Washington D.C.-based lawyer, consultant, author and presenter on 
practice issues, including business process improvement, attorney-client 
communications, and legal ethics. He is the co-author of the book, The Busy Lawyer’s 
Guide to Success: Essential Tips to Power Your Practice, published by the ABA. Over the 
past decade, Reid has helped lawyers solve their most difficult and pressing practice 
issues with innovative, ethical and practical solutions. Prior to his focus on the business 
of practicing law, Reid was a partner in a five-lawyer firm in Alexandria, Virginia.  
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Getting Paid in Good Times and in Bad 
By Reid F. Trautz 

 
How many times have you said to yourself, “I could retire on the money I have written 
off!” Or “#%*@ it, stiffed again!”  
 
There's no doubt about it: collecting unpaid bills must be the most debilitating, 
demeaning, depressing thing a lawyer has to do. And if you suffer from this blight, you’re 
not alone. Many hard working, honest lawyers find that their expectations about getting 
paid aren’t shared by their clients. How does this happen? And how can they stop it from 
happening?  
 
Without being too blunt, the first thing to do is look in the mirror at the person who is 
primarily responsible for the predicament. Yep, no person outside of our respective firms 
tells us what to charge, when to charge, which clients to accept or reject, whether to 
charge by the hour or for a flat fee, or how much to set collect of the fee in advance.  So 
before we demonize all clients, let’s start with how we can improve ourselves first! 
 
Be Objective—All the Time 
 
A big part of the problem is that we have in mind what fee to charge, but we let the 
clients’ circumstances influence our ultimate decision just before it comes out of our 
mouths.  We all know the stories: they have no money; they will pay as soon as their 
relative sends money; they will give us money from each paycheck if we start now; the 
money they saved went for car repairs or medical expenses. Certainly compelling stories, 
but is that any way to run a business? Does your doctor, grocery store, real estate agent, 
car dealer, or barber work the same way?  Furthermore, does the client appreciate that 
you just—in your own mind—cut them a break as you said “I charge $1000 for an 
uncontested divorce” instead of “I charge $1500 for an uncontested divorce”?   
 
The best way to handle this is to have a written set of fees charged for different services, 
including a standard hourly rate.  Write it on paper and laminate it. Carve it in stone. Etch 
it in your brain.  Use it religiously and do not deviate from it. (What about pro bono 
cases? Don’t worry, we cover that below.) 
 
If it helps, take Jay Foonberg’s advice and put a picture of your family (or other 
important person or object in your life) on your desk facing you so that it is displayed 
between you and your prospective new client.  Take a good hard look just before you 
quote the fee to the client. It will feel better each time you do it. 
 
Does that mean you can’t feel for the prospective client? Heck no, empathize with them. 
Let them know you understand. Let them know you feel their pain. However, now is not 
the time to show your concern by cutting your fee.   
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The practice of law is a marathon; if we cut our fees to every person who had a 
compelling story we will not be in business long, nor will you be able to build a stronger 
practice to help more people.   
 
Prospective Client Screening and Acceptance 
 
Many of us start out believing that the initial consultation is a chance for a new client to 
evaluate us as a lawyer, but we soon learn it is imperative for us to evaluate and qualify 
the prospective client too. We need to make sure we have the competence to handle their 
matter, and that they have the financial commitment to pay us for our work.  
 
When you take on new work, do you analyze whether the client will be able to pay you to 
solve their legal problems? If you don't, you become the client’s banker and loan officer– 
and odds are you don't get the kind of loan information that banks routinely demand! We 
aren't saying that you shouldn't do pro bono work. We recognize that it is part of your 
professional obligation to do a certain amount of work for which you don't expect to be 
paid. We are saying, however that you will definitely feel more fulfilled as a lawyer if 
you carry out your pro bono obligation with cases you deem worthy. If you let your 
clients turn their matters into a pro bono case without your consent, you will experience 
frustration and anger.  
 
Develop a checklist of red flags to use during the client intake process.  Red flags are 
often specific to practice areas, but some are universal: Did they forget their checkbook 
to pay the initial consult fee? Do they try to negotiate down your advance retainer? Do 
they keep saying they are in this for the principle, not the money!  Have this dynamic list 
in front of you for every new client consultation and use it.  
 
Charging the Right Fee for the Right Client 
 
New lawyers always want to know what the standard fees to charge to clients are, but that 
is like asking “What is the speed of swallow?”  Why? Because the purveying of legal 
services is not one monolithic marketplace. The entire legal marketplace is made up of 
many segments. Throughout the marketplace, there are different fees for different 
practices; different fees for different clients. Think about it: Does Nordstrom charge the 
same as Wal-Mart for a t-shirt? Does a Chevrolet cost the same as a BMW?  Why does 
Apple have so many different styles of iPods?  Because different consumers want 
different things. 
 
Some consumers want the cheapest deal; others want personal service; some want “the 
best”; many consumers want to feel comfortable with their lawyer; while others want 
convenience. (The list of differences in consumers is really quite long.)  It is up to you to 
know if your prospective clients fit your fee structure. So it is important that your 
marketing messages are in sync with your intended marketplace, and that your fees are in 
line with your client’s perception of your value.  
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Getting this all in sync does take more than a bit of trial, error, and constant analysis, but 
it does pay off. It will go a long way to make sure that the clients who hire you, pay you! 
 
Humans Abhor Uncertainty 
 
One of the traits common to humans is that we dislike uncertainty. We want to “know 
now” and we “want closure” and we “seek finality” in many aspects of our lives. This is 
especially true as consumers of goods and services. Two minutes into a new car 
showroom and we are looking at the window sticker price, right?  The same goes for 
legal fees. 
 
Consumers of legal services also want certainty. They want to know the sticker price of 
the services they are about to buy. Consumers want flat fees. 
 
True, there are some situations where it is difficult to ascertain a flat fee that is acceptable 
to both lawyer and client, but those are now few and far between.  When setting your 
fees, provide your marketplace with what they almost always want—an all-inclusive fee 
that gives them certainty and peace of mind.  It is beyond the scope of this article to 
determine flat fees, but don’t let that stop you from developing a flat fee for each type of 
legal matter your firm handles. 
 
The certainty of flat fees help set expectations of how much will be paid and when it is 
due. Having those mutual expectations will help insure you get paid more of the time. 
 
Clients Who Can’t or Won’t Pay 
 
Some clients can't pay their legal bills: they simply don't have the money or other 
resources. Many clients may claim this status, but unless you are very careless in the way 
you screen new work, only a small portion of clients will actually fit into this category. 
 
Clients who truly can’t pay aren't just insoluble collection problems, they're also credit 
problems. If you have a significant number of clients who can’t pay for services you have 
already performed, your credit policy needs to be revised. By "credit policy", we mean 
the steps you take when you begin a new representation to ensure you get paid in due 
course.  
 
To avoid taking on clients who can’t pay, you need to determine your clients' credit-
worthiness. With existing clients, a past history of timely payment might be enough, 
although we are always surprised to see how often lawyers take on new work from clients 
with a poor payment history. 
 
When dealing with new clients, you can ask for the necessary financial information on a 
pre-interview client intake form or ask for it in the initial interview.  Coincidentally, you 
may already request some of the information for the legal matter itself, such as current 
employer and income, bank accounts and balances; credit cards and balances; outstanding 
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taxes, and other resources, etc.  Then you can make an informed decision on the 
conditions under which you will accept the client and the work.  
 
Lawyers commonly require the deposit of a fee advance, often called a retainer. If you 
are unsure whether the client can afford your services, then ask for a larger retainer. Even 
if you believe the client is creditworthy, ask for a retainer. A retainer is your assurance 
that the client is committed to the legal matter you are about to commence.  
 
Getting Paid in Advance for the Work You Do 
 
There are various forms of advance payment that can be used for hourly and/or flat-fee 
engagements. Check your jurisdiction’s ethics rules before you adopt any of the 
following: 
 
Up-front retainers This is the most common type of retainer. The money is paid up-front 
by the client, and then used by the lawyer as legal services are performed and billed. A 
retainer for the full amount of the services, fees and costs (disbursements) is of course the 
ideal. Often, however, the retainer doesn't cover the full cost of the services and is not 
replenished. The end of the matter approaches with a substantial account owing. The 
lawyer may want to withdraw, but if it is too close to trial, it may not be possible to do so. 
If this has happened to you too often, consider changing your fee agreement to allow one 
of the following arrangements: 
    
Replenishing Retainers: The client pays an initial lump sum fee advance, which is billed 
out for fees and costs on an ongoing basis. When it has been exhausted, the client is given 
30 day notice to deposit the same amount again, failing which, subject to ethics, the 
lawyer stops working and withdraws. 
 
Staged Retainers: Usually used in flat-fee matters, the client obligates to pay a set amount 
for the legal matter, and immediately pays a large percentage of it. At various pre-
determined points in the matter, the client makes additional payments—usually 2-3 more 
payments over the course of the representation. No additional work gets done until the 
next payment is made. 
 
Security Retainers The retainer stays in the lawyer's trust account until the end of the 
matter, like a tenancy security deposit. The client is billed as the work proceeds and must 
pay each bill; if a bill is not paid by the client within 30 days, it is paid from the retainer 
and, subject to ethics, and the lawyer withdraws. The amount outstanding when the 
matter is completed is paid from the retainer.  
 
Split Retainers The retainer is “split” in two; one half is used as a replenishing retainer 
and the other half as a security retainer. After the first half of the fee advance has been 
spent, the client is billed and must pay each bill. Any amount that is outstanding when the 
matter is completed is paid from the remaining half of the retainer. 
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Credit Cards By accepting credit card payments from clients, you shift the burden of 
being the client’s banker over to the client’s banker. The number of lawyers now 
accepting credit cards has grown dramatically. It costs one to three percent of each 
transaction to accept such payments, but isn’t that worth the price of not having to collect 
the fee? Ask your banker or check the Internet about opening a “Merchant Credit 
Account.” 
 
Nobody’s Perfect 
 
So what do you do when you find yourself with a can’t client in the midst of a legal 
matter? First, you can agree to finish the case pro bono. (See topic below.) True, your 
client has forced you to make this decision, but the legal matter or the client may be 
worth the investment of your time without further expectation of being paid.  
 
If you don't want to finish the file pro bono, you may be able to obtain new assurances 
from the client that your bills will be paid. The new assurances could take several forms:  
 
• a monthly payment schedule of an amount the client can afford to pay   
• a new retainer that the client pays with a credit card (be careful here, as clients can 

“charge back” on a credit card within 30 days, causing the credit card company to 
take back the money you were paid) 

 
• a monthly payment against a credit card (not as good as getting all up-front.) 
 
If all else fails, you will have no choice but to terminate the representation. Do it gently, 
politely and with civility. Don’t burn bridges. Former clients can be referral sources–and 
they can also discourage potential clients with negative comments.  
 
Clients Who Won’t Pay 
 
Your biggest collection problems are not the “can’t pay” clients, they are the clients who 
won’t pay–people who can afford to pay and who probably once had the intention to do 
so, but now choose not to.  
 
Clients who won’t pay are making a statement–a statement about your bill, to be sure, but 
also a statement about how they value your services, your skills, the relationship they 
have with you–in other words, how they value you as a lawyer. The issue is not usually 
price, it is value–not what you have charged, but what you gave for the money. 
 
Trust and respect may seem irrelevant concepts in bill paying, but they are fundamental 
to most financial relationships. Life insurance companies, brokerage houses and even 
credit cards try to build trust and respect into the relationship with the customer: 
Prudential uses the Rock of Gibraltar to signify strength and trust; Visa and MasterCard 
have gold and platinum colored cards to add to the customer experience. Credit card 
companies also build in value by offering additional services to the client.  Yes, this is 
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marketing, but is also trying to improve the client experience–all in an attempt to build 
trust and respect to make the cardholder more likely to pay.  
 
The bottom line is, the more your clients trust and respect you and the work you do for 
them, the more likely they are to value their relationship with you as their lawyer, and to 
pay your bills on time each month to preserve that relationship. 
 
You can build trust and respect in many ways in an attorney-client relationship. In the 
consumer-driven world you must now work in, it's no longer enough to be a skilled 
lawyer. Clients view a high level of legal skill as the starting point; they look at how you 
deliver your legal services as the primary basis for deciding how much they value their 
relationship with you. When you don't meet their service expectations, you don't build the 
trusting, respectful relationships that are demanded by today's clients. It is only when a 
relationship of trust and respect is achieved that the client will reciprocate this respect by 
paying the bill we send them.  
 
Some Thoughts on Technique 
 
Let’s back up for a minute. Knowing that a client is not paying presumes you are 
watching your receivables, an important component in managing the finances of your 
practice. You or your staff should run an accounts receivable report at least once a month. 
You should personally check to see who is paying and who is not. Every client who is 
more than 30 days overdue should get a telephone call or a personal one-on-one meeting. 
 
Who should make the initial contact with the client to discuss the bill? Some experts say 
the staff person with the best “people skills” should call each client to inquire about 
payment. Others say the lawyer working on the matter must call. Whoever calls, the 
purpose of the first call should be clear: it's not to dun the client, but to discover the real 
reason why the client hasn't paid and to encourage payment. The person making the call 
needs a healthy dose of skepticism, but should not project anger or cynicism. 
 
The next step is a meeting. Although it feels safer and less confrontational to discuss fees 
on the phone, the best way is in a face-to-face meeting because human inter-personal 
communication is more visual than aural.  
 
As lawyers, we already know this. When we need to discuss an important legal matter 
with a client, we ask for a face-to-face meeting. When we make legal arguments in court, 
we prefer do it in person, not by phone or on paper. We say we want a hearing, but what 
we really want is a hearing and a seeing. 
 
Why do we go to this trouble when the client or the court could hear our words 
electronically–or just read them on paper? The answer is that communication is more 
than just words. We get a lot from the tone and intonation of the speaker’s voice, but to 
fully understand and trust the communication, we also need to see the speaker's body 
language and facial expressions. All of these things add to the quality of the 
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communication. And quality communication leads to greater understanding of the 
information being communicated and faster resolution of the issues at hand. 
 
Many solo and small firm lawyers find these discussions difficult. They fear that 
confronting their clients about money will taint their working relationship. There is no 
doubt that these meetings can be uncomfortable–it takes practice and patience to develop 
the skills you need steer through the numerous shoals that lie hidden under the lawyer-
client relationship. But remember, this is your business and your livelihood: take charge 
of it! 
 
So, how should you handle these meetings with clients? Start by reminding them that 
your bill is outstanding; have a copy of the latest bill. Politely ask when you can expect 
payment. Then sit back and listen to the client’s words, and as well to the client’s voice 
and body. Don’t get angry or defensive. Remain calm. Listen. Politely, but firmly probe 
for the real answer. What are they really saying? What are the real reasons for not paying 
the bill? Do they intend to pay or not? 
 
As you listen, decide if they will pay your bill, and if not, if it's because they can't or 
because they won’t. Depending on which category the client falls into, you can decide 
what steps to take to turn that non-paying client into a paying client. 
  
When you understand what went wrong, you can start making some new assessments of 
your own. Can I improve my services to meet the client’s expectations? Can I build trust 
and respect? Can this relationship be salvaged? Should I continue the representation or 
inform the client that new legal counsel is necessary? If I continue the representation, can 
I obtain payment and assurances of future payment? 
 
Only after you have established that improvements will be made should you discuss the 
outstanding fees. Ask the client how he or she would like to pay the outstanding bill. If 
you agree that your service has been lacking, you may agree to a reduction of the bill. 
Remember, you are trying to seek a resolution. 
 
If you conclude that you cannot provide services to meet the client’s expectations, discuss 
terminating your legal relationship. Keep it civil. Explain that the client will have to find 
a new lawyer. Offer to help and cooperate with new counsel. Then talk about your fee. 
Be firm but not strident. Do not agree to an outright reduction in your fee.  Many clients 
will view this as a sign of weakness or an admission of guilt. If the client insists on a 
reduction, you may offer to cut a portion of the fee owed after the client has paid the 
remaining amount.  
 
Improving the Quality of Your Service 
 
In addition to being more confident and objective when discussing fees with clients, there 
is another aspect of practice that we can improve to assure we get paid: It is to build more 
consumer-focused client service into your practice and to make an effort to build trust 
and respect into every phase of the attorney-client relationship.  
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Traditionally, lawyers thought they could get respect through credibility by locating their 
offices near the courthouse, having imposing “lawyerly” offices with the visual cues 
associated with the law, such as marble, wood and symbols of justice, and using Latin 
phrases and obscure “legalese”–phrases that clients aren't meant to understand but that 
seem impressive. We have also believed that if we “win” for our clients, victory builds 
respect. But these things are no longer as important in our consumer-driven world, if they 
were ever that important at all. 
 
This is not new advice, of course. Many lawyers have known this for years.  You are in a 
new era of lawyering, and must embrace the newer ways of building trust and respect. 
You must be willing to build the relationship on the client’s terms without sacrificing 
your professionalism.  
 
Although it may seem difficult, it will convert your practice into one full of cooperative 
clients who want to pay your bills. 
 
Pro Bono Matters 
 
Our professionalism includes giving back to our communities to individuals who could 
not otherwise obtain legal representation due to economic circumstances.  However, pro 
bono cases should be taken voluntarily, not as a result of the client not paying the entire 
fee they owe. 
 
Sometimes we agree to represent clients we feel may not be able to pay in full, and when 
they don’t we say “Well, this will be part of my pro bono hours this year.”  That is 
involuntary pro bono, and it is no way to run a law practice. How can you control your 
income when you allow strangers to dictate what they will and won’t pay to you for your 
hard work? 
 
Pro bono work is to be reserved for deserving clients and legal matters, not for clients 
who fail to pay their obligations.  As pointed out above, many non-paying clients have 
the ability to pay, just not the motivation.  Pro bono work should be reserved for those 
who truly cannot pay. 
 
To help control your pro bono work, decide now how many pro bono cases you can 
afford to work on this year. Is that three cases? Five? Eleven?  Then, write the number 
down the left-hand side of a sheet of paper. Next, write the name of each pro bono case 
you have next to a number. If you ran out of numbers, but still have remaining pro bono 
cases, then you need to ethically shed those cases. If you still have numbers available, 
then you know you can take on a few more pro bono cases. Put this important piece of 
paper where it is readily available in your desk. 
 
The next time you are in an initial client consultation and the prospective client is seeking 
your services for free or a reduction in your standard fees, pull out your list of pro bono 
cases; if there is a slot available, then you may decide to take the case. If the list is full, 
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then do not take the case as a pro bono or reduced-fee case.  And if you are still tempted, 
look at that family picture facing you on your desk. 
 
That’s a Wrap 
 
The practice of law is a profession, but a law practice is a business.  As lawyers we have 
to balance our ability to serve humanity with the necessity to pay ourselves and our 
obligations as business owners. For many of us, those are out of balance. However, by 
applying the concepts in this article, lawyers can achieve the balance they need to 
continue to practice effectively, profitably, ethically, and with less stress for many years 
to come. 
 
_______________________ 
 
Reid F. Trautz is a lawyer and practice management advisor to solo and small firms.  He provides practical, 
proven, and ethical solutions to lawyers and their firms on the issues of management, marketing, 
communications, and technology. He is also the co-author of the ABA best seller The Busy Lawyer’s Guide 
to Success: Essential Tips to Power Your Practice. 
 
This article contains excerpts from “The Fine Art of Getting Paid” written by Reid Trautz and Paul 
McLaughlin, published in the January 2001 issue of Law Practice Management. Excerpts are used with 
permission. 
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The Mechanics of Getting Paid 
By Reid F. Trautz 

 
 

Many solo and small firm practitioners find it 
difficult to prepare and send bills to clients on 
a regular basis. It seems that this is often a job 
for a Saturday when the phone is not ringing 
and the day-to-day crises are on hold for a 
moment. Even then, the job can take hours.  
 
Logging time, drafting bills and getting them 
out the door does not have to be difficult. An 
efficient time & billing administration system 
will reduce stress, improve cash flow, and free 
you from your practice for a few more hours 
each month. Making the improvements 
requires a simple written plan with the 
personal commitment to follow the plan for a 
minimum of several months-Bthe time it takes 
to adjust to the new system.  
 
In what follows, we present numerous ideas 
and procedures for you to consider as you 
write and adopt your own time and billing 
administration system. You will find that most 
of our suggestions deal with the time before 
the bill becomes delinquent. Our observation 
of lawyers suffering from collection problems 
has convinced us beyond all doubt that most 
collections problems arise because the 
problem was not nipped in the bud. By the 
time the file becomes delinquent, it's too late 
to do very much. 
 
 
Develop An Individualized Time and 
Billing System 
 
The key to an efficient and beneficial system 
is to make it your own. It may help to find out 
how other lawyers and law firms get their bills 

out, but the best system is the one that works 
for you in your business. 
 
A system is a step-by-step written description 
of the tasks that need to be completed for you 
to get your bills out the door in a timely and 
efficient manner. Follow the time-honored 
acronym of KISS: Keep it simple, but detailed 
enough to be effective.  
 
Be sure to give yourself time to do your bills 
each month. Many lawyers make billing a low 
priority and wait until the last possible 
moment to do them. In a wordB-don=t. Your 
billing process should start well before the end 
of the month; just dedicate a few hours each 
week to the task rather than dreading it and 
procrastinating to the end.  
 
If you have staff to assist you in this process, 
delegate the authority, but don=t abdicate the 
responsibility. You can let others handle 
administrative tasks, but it is important that 
you manage your billing process.  
  
Write down a step-by-step description of your 
system so that the staff person to whom a task 
is delegated has a system to follow and you 
have a way of determining if the person is 
doing the task as assigned. 
 
Give your system a chance to work, and after 
a few complete cycles, decide if the system is 
working. If so, continue to improve it and 
enjoy the new-found freedom for you and/or 
your staff. If not, make more fundamental 
changes to improve the efficiency of 
administering your bills.  
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Craft an Excellent Fee Agreement for 
your Practice 
 
An important component of an effective time 
and billing system is a well-written fee 
agreement that clearly sets out the client=s 
obligations and responsibilities to pay your 
fees in a timely manner. It should create an 
understanding in your clients' minds that you 
expect to be paid. A well-written fee 
agreement has several characteristics:  
 
1. Thorough, but concise No fee agreement 

can cover every aspect of the attorney-
client relationship; anything more than 
three pages may be too long for the client 
to grasp. Include provisions that identify 
when the relationship starts, the nature of 
the relationship, the scope of the 
representation, the rights and obligations 
of each party including the obligation for 
payment, the rate and basis of the fee 
charged, how each party may exit the 
relationship, and what to do about any 
disputes over fees or documents.  

 
2. Jargon-free The agreement should be free 

of legalese. To test whether your model 
fee agreement(s) is understandable, have a 
layperson read the document. Rewrite as 
necessary to clarify. 

 
3. Ethically correct Read your state=s ethics 

rules and ethics opinions on fees, fee 
advances (retainers), interest, and other 
related issues. Make sure you follow the 
appropriate rules and opinions. 

 
4. Customized for your practice Do not 

copy or use another lawyer’s written fee 
agreement. Some lawyers rely on form 
agreements, not knowing their origin and 
assuming the form is correct. Take the 

time to create one that you know is 
correct. 

 
5. Two-sided Don’t just put in all the things 

a client is obligated to do. A well-written 
fee agreement should clearly set out both 
party=s rights and responsibilities during 
the term of the agreement. This builds 
trust in the mind of the client and gets the 
attorney-client relationship off to a good 
start. 

 
6. Clearly explains the basis for 

calculating your fees If you are charging 
by the hour, explain what that means and 
what is included. Explain any fee advance 
and how you intend to draw against it. 

 
7. Clearly identify the costs 

(disbursements) the client will be 
expected to pay. 

 
Two further tips:  
 
1. Let the client know that you expect 

payment and cooperation throughout the 
legal representation. Explain the 
consequences of non-payment and/or non-
cooperation. 

 
2. Provide the client with a copy of the 

signed fee agreement.  
 
 
Buy and Use Time & Billing 
Computer Software  
 
The time is past when lawyers could justify 
manual bookkeeping. Every lawyer should 
have a time & billing program to enter their 
time and prepare their bills. These programs 
have improved tremendously in the past 
several years with advances in Windows 
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programs and hardware capabilities. 
Whichever specific time & billing program 
you chose, it should be able to help you with 
three distinct phases of collecting the fees you 
earn. 
 
1. Time Entry A time & billing program 

should include tools to help you log your 
time and expenses for each client matter. 
A common tool is a pop-up timer that can 
be open and available for use on your 
computer all day. As you do client work or 
return phone calls, you can immediately 
enter the details of each task on your 
billing system. The program should also 
allow you to pre-enter standard task 
descriptions with abbreviations; for 
example, when you enter an abbreviation 
such as “TCC”, the time and billing 
program knows to print it as “Telephone 
Call with Client.”  

 
2. Bill Preparation  The time & billing 

program should also be flexible and 
helpful in the preparation of your bills. 
The program should be easy to use and 
provide shortcuts and redundancy to speed 
the task. The software should be flexible 
so you can draft your bills as your clients 
want them and as best projects your 
efforts. 

 
3. Reports  From the management 

perspective, the most valuable aspect of a 
time & billing program is the ability to use 
the information from the bills to create 
reports. These reports can give you very 
good information about your clients and 
your practice.  

 
Choices in the Marketplace: There are 
dozens of time & billing programs on the 
market, but only a few market leaders in the 
solo and small law firm market. It is 

impossible to list all the characteristics of each 
program, so take time to review each program, 
then decide which may be best for you. 
 
1. Timeslips  This was once the 

overwhelming choice of lawyers, 
however, some believe it has failed to 
keep pace with other products.  It is easy 
to learn and use; support is available from 
the company, and Timeslips-trained 
consultants are available to help train you 
or assist in bill preparation if you so 
desire. Many lawyers pair this product 
with Quicken or Quickbooks for a 
complete billing and accounting package. 
However, many lawyers run into 
compatibility issues with these two 
separate programs; you can lose a lot of 
time trying to fix these problems. 
Timeslips costs approximately $300 per 
user. (Also known as a seat license.) A 
free demonstration program is available 
from www.timeslips.com. 

 
2. PCLaw  This is a law firm specific time & 

billing product, that also includes popular 
case management features, including 
calendar, tickler, and contact manager. 
This product is a complete billing and 
accounting package, avoiding the 
compatibility issue that sometimes 
happens with Timeslips. The basic 
program costs approximately $500 per 
user. Support is available from the 
company, although independent 
consultants are also available for hire. A 
product demonstration program is 
available from www.pclaw.com 

 
3. Tabs3  This product also has a significant 

market share. It is especially valuable with 
coupled with Practice Master, a case 
management program, and the accounting 
modules from the same developer, 

http://www.pclaw.com/
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Software Technology, Inc. It costs more 
than the other programs, but has features 
that may make it worth the extra 
investment, especially for growing firms 
of at least five timekeepers. For more 
information, go to www.stilegal.com. 

 
4. Clio and RocketMatter These are newer 

entries in the marketplace and are all-in-
one web-based practice management 
systems. They are hosted by the 
companies, so you have no software 
installation or updates—you just access 
your account from any Internet enabled 
computer or device. Cost is around $50 
per month per lawyer. 

 
Other similar programs  There are several 
dozen time & billing software programs 
available for solo and small firms. These may 
be worth investigating for your firm; however, 
the programs listed above have a track record 
and product support that are important 
features of any software product you buy. 
 
 
A tip:  Once you have purchased and installed 
your time & billing program, take some time 
to learn the program features. Resist the 
temptation to learn only enough to get your 
bills out. Learn how the program can help you 
make your entire billing process more 
efficient. 
 
 
Use Your Staff or Other Assistance  
 
Although you should remain active in your 
monthly billing, you can always seek some 
assistance with the administration of the 
process. 
 
If you are a solo practitioner without staff, you 
could consider hiring a consultant to assist 

you for a few hours each month. Consultants 
are available in many areas, and also via the 
Internet. There are also billing services that 
will provide assistance in this process on a 
monthly basis for a reasonable fee.  Either 
way, you need not hire an employee (and all 
that entails) to help you. 
 
If you have staff, you may have an employee 
who is primarily responsible for the billing 
administration in your firm. Have this person 
help you develop an efficient time & billing 
administration system. To maximize the 
effectiveness of your system, make sure this 
person has the proper training to efficiently 
use your time & billing software. This also 
means periodic retraining when the software is 
upgraded. 
 
 
Use Reports to Pump Up Your 
Practice 
 
Reports are important tools generated from the 
billing data in your time & billing program. 
The reports give you information on the 
financial health of your practice, the 
performance of your timekeepers, and the 
integrity of your clients. Compile the reports 
each month and use them to assist you in 
collecting the fees owed to your firm. 
Common reports from time & billing 
programs include: 
 
1. Aged WIP  "WIP" stands for "work in 

progress"; this report shows how much 
work is outstanding for each client in 30-
day increments (30, 60, 90, 120 days, 
120+) so you know who is ready for a bill. 

 
2. Aged Accounts Receivable  This key 

report shows you how much each client 
owes and how long the balance has been 

http://www.stilegal.com/
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outstanding in 30-day increments; it tells 
you who=s paying and who=s not.  

 
3. File/Client Status  This is a snapshot 

report that summarizes the status of the 
financial relationship with a client or on a 
file. It might include total billed to date, 
billed amount outstanding, unbilled time 
and costs, money in trust, date of last 
payment, last service rendered on the file, 
etc. 

 
4. Date of Last Payment  This information 

is often in the aging report, but can also be 
separated into another report. If a client 
hasn=t paid in more than 60 days, you 
may have a problem. 

 
5. Timekeeper Report  This report reports 

the number of hours billed by each person 
(timekeeper) during a given time, usually 
monthly. It can also be a misleading 
report, because the person billing the most 
time does not always generate the most 
actual income to the practice. 

 
6. Realization Rate  The realization rate is 

the percentage of the time posted by a 
lawyer that the lawyer actually bills. For 
example, a lawyer books 200 hours per 
month at $200 per hour for a total time 
value of $40,000. However, she bills, on 
average, $30,000. Timekeeper A=s 
realization rate is 75%. Although she 
books the most hours, because of the low 
realization rate, another timekeeper with 
fewer hours billed and a higher realization 
rate may actually be generating more 
billings for the firm. 

 
7. Collection Rate  This report is like the 

realization report, except that it is the 
percentage of amounts billed that are 
actually turned into cash. Again, a lawyer 

with high billings and high write-offs may 
actually generate less cash flow than a 
lower biller with a higher collection rate. 

 
8. Time Code Reports  These reports show 

which tasks or activities timekeepers bill 
most frequently. It is helpful to show each 
timekeeper what they billed, and see what 
they didn’t bill. Some lawyers forget to 
bill for some activities, and it will be 
apparent from the time code report. 

 
9. Trust Account Balances  Another report 

to have is the client ledger balance report 
for clients with retainers.  

 
Other Tools 
 
10. Electronic Postage System Have a 
postage meter or one of the new computer-
based electronic postage services. Either 
system will help make the job of posting the 
bills much quicker. Purchase a machine that 
also wets and seals the envelopes. The cost of 
a electronic system will pay for itself in just a 
few months in the time it saves you. 
 
11.  Credit cards Open a merchant credit card 
account and begin accepting credit cards. This 
payment tool used to be “déclassé” in the legal 
profession, but more and more lawyers are 
learning it can be an important tool to get 
paid. You may need two separate accounts, 
one to accept fee advances (unearned funds) 
into trust, the other to take payments on 
account from clients (earned funds).  
 
 
Keep Track of Time 
 
It is important that each timekeeper capture 
his or her time each day. Studies show that the 
sooner timekeepers record their time after 
doing the work the more time they bill each 
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month.  
 
Recording your time is really an issue of 
personal integrity. When you went into 
practice, didn’t you make a promise to 
yourself to do the best job you can for your 
clients and your practice? Recording your 
time is an important part of the success of 
your practice. Make a personal commitment to 
record your time as soon as you complete a 
task for a client. Then, at the end of each day, 
go over the time you entered. How much time 
were you able to spend on client matters? Did 
you forget to log any activity? Is the record 
accurate?  
 
If you have entered your time on a daily basis, 
you have a contemporaneous record of your 
time. There will be no need at the end of the 
week or month to try to reconstruct your time. 
Best of all, there will be no under- or over-
billing of time because you cannot remember 
how long you spent.  
 
Record all your time, not just billable time. 
You may deem a matter to be “unbillable” to a 
client, but the client should be aware of the 
extra work you are doing on their behalf. 
Keep track of this time and note it on the 
client’s bill. It shows the client you are doing 
work on their behalf that you are not charging 
for every minute. This builds value in the 
mind of the client. If the time is not billable to 
any client, it should show in your time records 
so you can evaluate how much non-billable 
time you are spending. 
 
Time Capture Systems  Everyone is 
different, so there is no timekeeping system 
that is universal. However, there are four 
methods that work successfully for many 
lawyers. 
 
1.  Time sheets  Many lawyers like to keep 

track of their time and efforts using a logsheet. 
This is a form that allows you to note your 
time and activities. The form is kept handy at 
all times to make notations. The entries are 
then entered into the computer system by the 
lawyer or staff member on a daily or weekly 
basis. 
 
2.  Dictation  Some lawyers keep a dictating 
machine close at hand and dictate their time 
records as they go through the day. This 
system takes a lot of discipline and uses staff 
time in transcription.  
 
3.  Pop-up computer timers  Every computer 
time & billing program has a timer that “pops 
up” on your computer screen with a simple 
command. It times your activity, such as a 
telephone call, then it prompts you to make a 
time entry on the spot. A very handy tool, but 
only when you are near your computer. 
 
4.  Mobile devices Some lawyers now use the 
time entry software available for smartphones, 
iPads and other tablets. These hand-held, go 
anywhere devices allow you to enter your 
time and sync with other computers. However, 
most time entry apps do not work with law 
office-specific accounting software. This is 
slowly changing, so do you homework if 
remote/mobile time entry is on your wishlist. 
 
Keep Track of Expenses 
 
It is customary to charge clients for expenses 
related to the completion of their legal 
matters. These expenses include costs incurred 
to third parties on behalf of the client and 
charges incurred within the law office for the 
benefit of the client.  
 
Out of Pocket Expenses include courier fees, 
copy costs to outside copy companies, court 
fees, court reporter fees, long distance 
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telephone charges, etc. If possible, try to have 
these expenses billed directly to the client to 
save you from fronting the costs. 
 
In-office Expense Recoveries generally 
include photocopying charges, postage 
charges, and often fax charges. These small 
charges can be difficult to track each month--
Bit is time-consuming to enter all those little 
charges into your time & billing program. 
Clients often find them annoying--like a shop 
charge in car repair shop. Here are two 
alternatives that can save you time and 
headaches. 
 
1.  Do not charge clients for these expenses. 
Absorb them into your fee structure rather 
than billing them directly to the client. You 
may decide to raise your rates by a small 
amount to cover the expenses. 
 
2.  Charge a one-time administrative fee for 
each client matter to defray the cost of these 
expenses. Add the fee into the language of 
your written fee agreement. The fee should be 
based on your expense history in each type of 
case. You be the judge, but about one percent 
of total fees is often accurate. 
 
 
Craft Your Bills so they 
Communicate Value 
 
A well-written, informative, easy-to-read bill 
should be the goal of every law office. It takes 
a bit of work, but it pays off when 
appreciative clients promptly pay your bills.  
 
Here are some tips: 
 
1.  Format your bills for easy reading. Often 
the best format is one with plenty of white 
space; too much printing in a small space gets 

confusing, so do not be afraid to use multiple 
pages. Use a readable print font that looks 
professional. 
 
2.  Develop custom formats for your practice. 
Most time & billing programs allow you to 
change the format of your bills. (The default 
format chosen by the software developer is 
often not the best.) Review the possible 
formats available and choose the best one for 
your practice. Some clients have a need for a 
particular format, often to fit their company’s 
accounts payable requirements. Your time & 
billing program should also allow you to use 
multiple billing formats to accommodate these 
requests. 
 
3.  Use words that project value. Clients do 
not see most of the work you do. They cannot 
taste it, smell it or place it on the mantle. Your 
bill may be the most tangible result of your 
work that the client can see, hold and feel. 
Communicate your efforts to the client using 
language that provides the clients with a 
picture of your efforts. Use active words that 
convey action. 
 
4.  Avoid jargon. Make sure your bill is 
understandable by the average client.. Use the 
same test as you used for your fee agreement. 
Ask a lay person to look at it. Is it clear? 
 
5.  Create a list of task descriptions for almost 
everything you do. Create and use standard 
phrases and sentences to describe the work 
you do. Such phrases as “Telephone Call with 
Client” or “Draft, review and send 
correspondence to client.” Use the 
descriptions consistently. These descriptions 
provide the client with a sense of uniformity 
and avoids client confusion trying to 
understand your bill. It also makes time entry 
easier. 
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6. Use nicknames or task codes. All time and 
billing programs allow you to create short 
abbreviations for each phrase. For example 
“Draft, review, and file Bill of Complaint for 
Divorce” could be abbreviated “DBCD” or 
even numerically as A101" or whatever you 
choose. However, the abbreviations should 
not show up on the bills sent to clients, as they 
can be confusing. 
 
7.   Provide additional information. Do not 
hesitate to provide additional detail for each 
description as warranted on each individual 
bill. 
 
 
Develop a System for Administering 
the Billing Process 
 
This is the part of the billing experience most 
lawyers really hate to do. It seems to be the 
farthest thing from practicing law. 
Unfortunately, it is the lifeblood of a law 
practice. Without creating bills and mailing 
them to clients, there is no money coming into 
the practice. 
 
The answer for many lawyers is to delegate 
this task to others. While that may free up 
some time each month, you need to remain 
involved in the process, even if someone else 
does the entries: it's your business and your 
license to practice law. In addition, the person 
who handles your bill administration may quit 
(or in the case of the former firm of one of the 
authors, die suddenly). Will you know how to 
pick up the reins? If a problem happens, will 
you know where to look to solve it? 
 
One key to an effective billing system is doing 
the work in stages. Waiting until the last 
minute to do it all will result in procrastination 
about doing it at all. Another key is timing. If 
you complete each part of the billing process 

within an appropriate period, your bills will be 
completed with less hassle and in a timely 
manner calculated to reach your clients at the 
optimal time to pay. 
 
1.  Enter time into the computer Although 
discussed above, it should be stressed again: 
have every timekeeper in your firm enter their 
billing information directly into the time & 
billing system on a daily basis. If you choose 
to have administrative staff do this, have them 
do it daily and provide you with a report for 
you to review. Do not wait until the end of the 
month or the beginning of the next month to 
enter your time. 
  
2.  Enter payments into the computer Enter 
client payment checks into your billing system 
on the same day you deposit them into your 
operating account. Procrastinating until the 
last day of the month is part of the 
prescription for failure. 
 
3.  Time your billings Your goal should be 
that your bill should arrive when your client 
has the money to pay it. Often, lawyers try to 
get their bills to their clients near the first of 
the month. If you choose to do that, make the 
last day of your billing cycle the 25th of the 
month, rather than the last day of the month so 
you have several days to finish your bills and 
get them mailed out before the first of the 
month. For some clients, the first of the month 
is when they are paying other large bills, like 
mortgage and car payments. It may be 
beneficial for you to get your bill to them by 
the 15th of the month. You can even allow 
your clients to choose their pay date. They are 
more likely to pay it because they generally 
will have the funds when it is received. Make 
a space on your client intake form to ask the 
client if they would prefer to receive your bill 
on the first or fifteen of the month. If at all 
possible, send the client the final bill 
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immediately upon completion of the legal 
matter. If you have successfully assisted the 
client in resolving the legal matter, they will 
never be so grateful as at that point in time. 
Do whatever it takes to get the bill promptly 
into the hands of the proper person to pay the 
fee. 
 
4.  Review the pre-bills Print and review 
draft versions of each bill. Check for errors in 
data entry (i.e., 80-hour phone calls, etc.) Also 
check that each bill is legible and presentable 
to the client. If you enter your time every day, 
you will have a valid, contemporaneous 
record of your time. You need only review 
your monthly entries for data entry errors--
errors because of keying in the data. This 
saves a huge amount of review time. It also is 
understood that you not be tempted to 
underestimate your time because you have 
forgotten how much time you really spent. 
 
5.  Print the bills  Bills do not have to be 
printed on costly letterhead, but a computer-
generated printout can look cheap if it doesn't 
include your letterhead and is printed on 
cheap paper. In a sense, your letterhead is the 
“logo” clients associate with your firm.  
6.  Envelopes Use window envelopes and fold 
the bill so the client address is visible in the 
window. This saves time and is acceptable to 
virtually every client. 
 
7.  If you charge interest There are some 
disclosure requirements to be able to charge 
interest on your unpaid bills, but it is often 
well worth it. Clients often choose to pay their 
bills that charge interest, so as not to incur 
more interest charges. Charging a market rate 
of interest is acceptable, but check your state’s 
ethics rules. 
 
8.  Get the bills out the door If everyone in 
the office likes to get paid, they better help get 

the bills off of the printer into the envelopes 
and over to the post office.  Make it a party or 
make it a requirement.  Pick the day each 
month that you and/or members of your staff 
are to be available to get the bills out the door!  
 
 
 
Motivating Your Timekeepers and 
Staff 
 
Despite money seeming to be an obvious 
motivator, it is sometimes hard to get lawyers 
and staff to focus on billing and collecting. 
Lawyers procrastinate making time entries or 
turning in time sheets. Lawyers are also 
notoriously bad at reviewing pre-bills and 
contacting clients who have not paid their 
bills. Staff members take their cue from the 
lawyers and procrastinate doing  bills and 
generating reports. To have a timely and 
efficient time & billing system you need to 
motivate lawyers and staff alike to complete 
the cycle every month. Motivation generally 
takes two forms: punishment or reward. 
Reward is usually the better motivator. 
       
1.  Lawyers Reward your timekeepers not for 
the quantity of hours, but for the actual money 
received from the client, that is, for their 
realization and collection rates. Also reward 
timekeepers for entering their own time, not 
having someone else do it. If the time and 
billing software is optimized, then it should 
take very little time for a lawyer to enter his or 
her own time. However, a monthly reward for 
doing it promptly is often appreciated. 
 
2.  Staff If you have staff actively involved in 
the administration of the bills, challenge them 
to complete the process in a timely manner. 
Reward them when they complete the bills (as 
defined in your written system) on time for a 
period of X months. It may be a part of the job 
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description to finish the bills on time, but a 
little generosity can go a long way to ensuring 
this important job gets done. 
 
 
Communicate About Your Bills 
 
Billing is part of the client communication 
process within your office--a very important 
part. Pay particular attention to how you deal 
with your clients' potential stress around your 
bills. 
 
1.  Prepare your clients for surprises.  If, 
during the preparation of your bills, you note 
that a client is to receive an unusually large 
bill, call the client before the bill is mailed. 
Alert the client to the fact that the bill is larger 
than usual. Assure them that you have 
reviewed the bill for accuracy, and are willing 
to discuss it if they have any questions. 
 
2. Invite discussion.  It may be helpful to 
place a message on each bill that you will be 
glad to discuss any questions the client may 
have about the bill. Some lawyers take this a 
step farther and add a letter or small note with 
the bill thanking the client for their business, 
offering to discuss any questions about the 
bill, and requesting prompt payment. This 
may add another page to the bill, but it may be 
the extra touch needed to get the client to pay. 
  
3.  Discuss your bills with non-paying 
clients. This may be the toughest part of 
practicing law. We went to law school to be 
lawyers, not bill collectors. But when 
collecting our accounts receivable, we must be 
part lawyer, part bill collector, part 
psychologist. The task at this stage is to 
convince the client of something our best 
efforts and service failed to do: get them to 
pay the bill! You may have a staff member 
make these calls, but it is better to have each 

lawyer do it. An even better alternative is to 
have the lawyer discuss it in person with the 
client. At this point, you need to bring all 
aspects of your system to bear on the problem 
at hand. Your time & billing software should 
produce reports that identify problem 
accounts. Your staff should assist in keeping 
you on task to collect. You will need a 
protocol that governs everyone who is 
involved in the process. It can include 
reminder statements, reminder letters, follow-
up phone calls from staff or the lawyer, 
meetings, withdrawal, all carefully staged to 
encourage prompt payment. 
 
Collection Matters 
 
If all your attempts to collect for a bill have 
failed, you still have several alternatives. 
 
1.  Fee mediation/arbitration Mediating or 
arbitrating fee disputes is often less damaging 
and costly than a lawsuit to recover the fees. 
Many state bar associations now offer this 
service for members and their clients. 
Consider putting an arbitration clause in your 
written fee agreements; check with your state 
bar rules beforehand. 
 
2. Suing for the Fee As a last resort, you may 
consider suing a client for the unpaid fee. 
Often these suits result in a specious counter-
claim for malpractice, so at least be sure any 
recovery will at least cover the deductible of 
your malpractice policy.  
 
3.  Write it off to bad management and 
promise yourself to improve. 
 
And that is a good note on which to end this 
article. You will never have a perfect system 
for getting paid. No one does. The best you 
can hope for is one that is constantly 
improving, constantly moving toward the 
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ideal. 
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