
 

Chapter 2 Time Billing & Accounting 
 
 
 

I. ACCOUNTS: 

 
A. Trust Accounts: 

 
1. General: 

 
a. Open at least one insured, interest-bearing bank account designated as a 

client trust account or IOLTA account. The funds that must be placed in 

IOLTA accounts are those that are nominal in amount or are expected to 

be held in trust for a short period of time so that establishment of a 

separate escrow account would not be practical. Conversely, funds that are 

substantial in amount or will be held for a long enough period of time to 

generate significant interest must be placed in an escrow account bearing 

the clients’ names.  Separate client trust accounts should be opened when 

administering decedent estate (or other fiduciary account) funds, proceeds 

of the sale of real estate, tax funds, and other amounts that are being held 

pending a settlement. 

 
b. Preserve all records regarding trust accounts for five years. 

 
c. An attorney may deposit non-client funds into the trust account solely 

for the purpose of paying or waiving bank service charges on the account, 

but only in an amount necessary for that purpose. Maintain accurate 

records of attorney funds deposited into and withdrawn from a trust 

account. 

 
d. Reconcile the trust account bank statement monthly to ensure that 

checks written to a client or third parties are cashed. If a check written 

from the account does not clear the bank within a reasonable period of 

time, contact the client or third party to determine why the check has not 

yet been cashed. 

 
2. Proper Management Pursuant to Rule 1.15: Proper management of trust 

account records have been defined under Rule 1.15 of the Pennsylvania Rules of 

Professional Conduct as follows: 

 
a. Maintain a copy of the fee agreement with each client. 

 
b. Maintain a record of the following information regarding trust funds or 

property held on behalf of a client: 

 
The name of the client 



 

The date and amount of the funds received, and from whom the 

funds were received 

 
The date and amount of any expenditure of trust funds, why the 

funds were spent, and who received the funds, as well as the 

current balance in the trust account for each client. 

 
c. Maintain a record for each trust bank account that includes the 

following: 

 
The name of the bank account 

 
A record of each deposit and withdrawal of funds by date, amount, 

and name of client 

 
The overall balance in the bank account 

 
d. Maintain the bank statements, deposit slips, and if provided by the 

bank, all cancelled checks for each trust account for five years: 

 
Reconcile trust accounts monthly and keep the records of the 

reconciliation for five years. 

 
Deposit funds received from a third party in which the client has an 

interest, such as a settlement payment, jury award, etc., into a trust 

account. Notify the client promptly when these funds are received. 

These funds must be given to the client promptly. If the client is to 

receive anything other than the full amount of the funds received, 

the arrangement as to the distribution of funds must be in writing. 

If requested by the client or the third party, promptly prepare a full 

accounting of the distribution of funds received. 

 
B. Other Accounts: 

 
1. Open a bank account in the name of the lawyer or firm for the purpose of 

paying firm and client expenses and receiving client fees or other income earned. 

 
2. Keep a detailed record of each check written from the account. This record 

should include the check number, date, amount, and the purpose of the check. 

 
3. Checks written for expenses advanced on behalf of a client should be recorded 

in the billing system and subsequently billed to the client for reimbursement. 

 
4. Keep a detailed record of each deposit into the account. This record should 

include the date and amount of the deposit, from whom the funds were received, 

and the reason for the deposit. 



 

 

5. Payments received from clients should be recorded in the billing system and 

detailed on subsequent bills or statements sent to the client until the client account 

is paid in full. 

 
6. Written receipts for payments should be provided upon request or at any time at 

the discretion of the attorney. It is advisable that written receipts always be 

provided if a payment is made in cash, and that a copy of the receipt be retained 

by the attorney. 

 
7. Bank accounts should be reconciled monthly, as soon as is practically possible, 

after receipt of a monthly bank statement. When reconciling the account, maintain 

a record of checks and deposits that have not yet cleared the bank to facilitate the 

following month’s reconciliation. 

 
8. Client payments that have been returned for insufficient funds should be 

recorded in the billing system and deducted from total payments received on the 

client’s account. Bank fees for insufficient funds may, at the lawyer’s discretion, 

be charged to the client as an expense. 

 
C. Credit Card Payments: 

 
1. Lawyers may, at their discretion, establish a merchant account with their bank 

for the purpose of receiving payments by credit card. This merchant account is 

generally processed through the attorney’s primary operating account. As with all 

other client payments, the credit card payment must be transferred to the lawyer’s 

trust account until such time as fees are earned. Transfers to the trust account are 

not necessary if the client is making a payment on a balance due. 

 
2. Merchant accounts may be processed through the attorney’s trust account. 

 
3. A merchant account with the bank will require payment of a number of bank 

fees, including a discount rate. The discount rate represents the percentage of the 

credit card payment that the bank will keep. Discount rates vary, but are generally 

in the range of 2-5 % of the credit card payment. Other fees may include a 

monthly merchant account fee and a fee for leasing equipment necessary to 

authorize the credit card payment and process the payment into the bank account. 

 
4. A merchant account agreement with the bank usually prohibits charging the 

holder of the credit card for any associated merchant account fees or discount 

rates. Under this agreement, a client payment by credit card should be recorded to 

the client billing system at the full amount of the credit card payment, and the 

discount rate bank charge should be recorded as a firm expense. 

 
5. If the merchant account is processed through the lawyer’s trust account, the 

lawyer must maintain at all times sufficient funds in the trust account to cover the 



 

discount rate and other associated merchant account fees. These funds are in 

addition to those otherwise maintained in the account for ordinary bank service 

charges. 

 
II. INTERNAL FRAUD/THEFT PREVENTION: 

 
A. Monitoring: Attorneys should be aware of and monitor the financial transactions 

occurring in their firm. Depending on the size of the firm, different strategies should be in 

place to minimize the risk of internal fraud and theft. 

 
B. Separation of Duties: To the extent possible, adequate separation of duties for key 

tasks should be in place. Separation of duties requires that more than one attorney and/or 

employee be involved in these key tasks. Tasks which should be considered for a 

separation of duties approach should include: 

 
1. Bank Statement Receipt and Reconciliation: While it is not always possible 

or practical, in an effort to prevent fraud in a law office, the individual who 

receives the bank statement should be an attorney or other individual (or, in the 

case of a solo practitioner, an outside party) who is not authorized to sign checks 

on the account. This individual should review the statement and cancelled checks 

looking for any unusual activity, unfamiliar vendor names, forged signatures, etc. 

 
2. Payment Authorization: The individual requesting a payment must provide 

adequate documentation (invoices, receipts) substantiating the need for the 

payment. The individual requesting the payment should not be the same person 

who mails the payment to the third party. Individuals with check-signing authority 

should not sign checks for payments they have requested or for payments to 

themselves. 

 
3. Payroll: Someone other than the person responsible for preparing payroll 

checks should receive and review the checks, and then distribute them. If payroll 

is outsourced, someone other than the person responsible for communicating with 

the payroll provider should review the reports received from the payroll providers. 

 
If payroll is not outsourced, someone other than the person responsible for 

processing payroll should ensure that payroll tax payments are being made, and 

payroll tax checks recorded have cleared the bank. 

 
4. Receipt of Cash: Persons who make payments in cash should be given a 

numbered receipt, and a copy or electronic record of the receipt should be 

maintained at the firm. 

 
C. Deposits: Checks and cash received should be deposited to the bank daily. If the 

deposit cannot be taken to the bank, all funds received should be placed in a secure 

location such as a locked box or fireproof safe to prevent loss or theft. 



 

D. Vacation Policy: A vacation policy for any employee involved in key tasks should be 

in place, and another employee should fulfill the key employee’s duties while he/she is 

gone. 

 
E. Review: A review of your financial statements should occur at least annually. This is 

typically done by a CPA firm. Such a review should include the following: 

 
1. Bank Statements and Reconciliations: The accountant should reconcile a 

sampling of deposits received to the firm’s billing system to ensure that all client 

payments were recorded to the client’s account, and that payments recorded on 

the client’s account also appear as a deposit on the bank statement. The 

accountant should also be looking for unusual adjusting entries made during the 

firm’s bank reconciliation process. 

 
2. Checks and Other Payments Made: The accountant should reconcile a 

sampling of client expense checks or other payments made to the firm’s billing 

system to ensure that all client expenses were properly recorded. The accountant 

also should review a sampling of payments made to ensure that payment 

authorization procedures have been followed and there is associated 

documentation such as internal approval forms, copies of invoices and receipts for 

each payment made. 

 
3. Firm Credit Card Accounts: The accountant should review a sampling of 

firm credit card purchases. This review should include a review of receipts 

associated with each credit card purchase and the nature of the purpose. If a firm 

credit card purchase is designated as a client expense, the purchase should be 

reconciled to the firm’s billing system to ensure that the expense was properly 

recorded and is reflected on a client’s account. As with other payments, the 

accountant should ensure that all payment authorization procedures have been 

followed and there is proper documentation to justify the expense. 

 
III. INFORMATION MANAGEMENT: 

A. Time and Billing Procedures: 

1. Computerized Systems: A computerized system for time and billing is 

advisable, if not essential, for accurate accounting of time and billing information. 

Dozens of programs are available for maintaining records relevant to recording 

services provided, expenses advanced, retainers, payments received, and balances 

due. Resources for identifying software programs available for time and billing 

include the American Bar Association Law Practice Management Section, 

recommendations from other attorneys, and technology professionals or 

consultants. 

 
2. Selection Criteria: The minimum requirements for selecting a time and billing 

program should include: 



 

 

a. Recording the name, address, and other contact information for each 

client/matter, and the primary attorney assigned to the engagement; 

 
b. recording the name, position, and hourly rate of each timekeeper at the 

firm; 

 
c. recording the date, description, timekeeper name, client/matter name 

and time spent on services rendered; 

 
d. recording the date, amount, description, and payee for all expenses 

advanced on behalf of a specific client/matter; 

 
e. recording the date, amount, and payer of all payments made on a 

client/matter balance; 

 
f. recording the date, amount, and payer of all payments received into the 

firm’s trust account; 

 
g. entering the date, amount, description, and payee of all payments made 

from the firm’s trust account for a specific client/matter; 

 
h. the generation of a report detailing each transaction and the balance 

remaining in the firm’s trust account for each client/matter; 

 
i. an automated system for producing draft bills and invoices for each 

client/matter; 

 
j. the generation of a report detailing the date and amount of each invoice 

generated for each client/matter, payments or retainers applied, the 

balance due for each invoice, and the total due for each client/matter; 

 
k. the generation of a report detailing the fees and expenses advanced that 

have yet to be billed to a client/matter (Work in Progress, or WIP). 

 
3. Additional Desirable Features: Additional features to be considered in 

selecting an appropriate time and billing program include: 

 
a. the ability to reprint previously produced bills, eliminating the need to 

retain paper copies; 

 
b. multiple invoice design layouts or the ability to modify a layout to meet 

firm or client-specific requirements; 

 
c. productivity reports for each firm timekeeper, in summary or detail, for 

a specified date range; 



 

 

d. accounts receivable reports detailing the age of outstanding invoices for 

each client/matter; 

 
e. recording additional information about the matter, including area of law, 

referral source, originating attorney and fee/billing arrangements; 

 
f. maintaining multiple timekeeper rates as appropriate for various 

engagements; 

 
g. a conflict checking feature that will search the billing program to 

determine if conflicts of interest exist; 

 
h. a link to the firm’s accounting program to eliminate duplicate entry of 

client expense and payment transactions; OR an “all-in-one” program that 

includes time, billing, and firm accounting capabilities. 

 
B. Accounting: 

 
1. Computerized Systems: Accurate financial records are critical to a firm’s 

survival; financial records provide for an analysis of a firm’s assets, debts, 

profitability, and for tax reporting purposes. A wide array of software programs 

are available to maintain law firm accounting records. Some programs are generic 

and are used by a variety of enterprises. Some programs are legal-specific, having 

been designed to record the typical transactions of a law firm, including client 

costs and trust accounting. 

 
2. Selection Criteria: The minimum requirements for selecting an accounting 

program include: 

 
a. a chart of accounts for identifying the specific nature of each financial 

transaction.  A chart of accounts will include account identifiers (account 

numbers) for firm equity, assets, liabilities, income, and expenses; 

 
b. a general ledger that allows for the designation of each financial 

transaction to be recorded to the appropriate equity, asset, liability, income 

or expense account; 

 
c. a check register for each operating and trust account; 

 
d. automated reporting capabilities for producing a balancing sheet, an 

income statement, and detailed reports of all firm financial transactions. 

 
3. Additional Desirable Features: Additional features to be considered in 

selecting an appropriate accounting program include: 



 

a. printing checks and modifying check layouts to accommodate the firm’s 

existing bank checks; (Some accounting programs require that you 

purchase checks from them in order to print checks from their software.) 

 
b. bank reconciliation tools; 

 
c. payroll processing capabilities and access to up-to-date tax tables; 

 
d. tax reporting preparation, such as quarterly state and federal tax reports, 

and W-2 and 1099 forms; 

 
e. accounts payable capabilities; 

 
f. a link to the firm’s time and billing program; OR an “all-in-one” 

program that includes time, billing, and firm accounting capabilities. 

 
IV. FINANCIAL ACCOUNTING: 

A. Financial Statements: 

1. What They Are: Financial statements represent detailed and summary reports 

of all firm financial transactions. 

 
2. Frequency of Production: Financial statements should be produced on a 

monthly and annual basis for review by firm management and/or an outside 

accountant. 

 
3. Standard Statements: Basic financial statements that should be prepared on a 

monthly and annual basis include: 

 
a. The Income Statement: This is also referred to as a profit & loss 

statement. The income statement is divided into two sections, which 

display total income and total expenses. 

 
The income section of the income statement summarizes transactions for 

each category of income and provides a total of firm income for the month 

or year. Income that should appear on an income statement would include 

fee income, interest earned on the firm operating account, if any, and other 

sources of income such as speaking fees or rental income. Under a typical 

cash-basis accounting system, this section of the income statement would 

also include a total of client expenses reimbursed. 

 
The expense section of the income statement summarizes each transaction 

of each category of expense and provides a total of firm expenses for the 

month or year. Typical firm expenses that appear on an income statement 

include payroll, rent, utilities, supplies, etc. Under a typical cash basis 



 

accounting system, this section of the income statement would also list a 

total of client expenses advanced. 

Total income less total expenses produces a figure representing the firm’s 

net profit (or loss) for the month. 

 
Income statement totals are often compared to the totals for the same 

period for a prior year.  If firm budgets have been established, an income 

statement also may display actual and budgeted income and expenses, and 

the variance between actual and budgeted totals. 

 
Analysis of the income statement should be a part of the overall firm 

financial management strategy and an essential component in managing 

firm cash flow. 

 
b. The Balance Sheet: The balance sheet is divided into three sections 

which display total assets, liabilities, and firm equity. 

 
Asset totals represent the month-end or year-end balance in firm operating 

and trust accounts. Other assets that might appear on a balance sheet 

would be the balance outstanding on loans made to third parties and fixed 

assets, such as real estate or office furniture as well as equipment owned 

by the firm. Under an accrual basis accounting system, the asset total may 

also include accounts receivable and work in progress. Under a modified 

cash basis system, the asset total may also include client expenses 

advanced not yet billed or repaid by the client. 

 
Liability totals represent the month-end or year-end balance of firm debts. 

Typical firm liabilities would include the month-end or year-end balance 

in the trust account, firm loans or lines of credit due, payroll taxes 

withheld but not yet forwarded to the government, and health insurance 

premiums withheld from employee paychecks not yet paid to the health 

insurance company. Under an accrual basis accounting system, the 

liability total may include accounts payable. 

 
Equity totals represent the “value” of the firm. The equity total represents 

total assets less total liabilities. 

 
c. The General Ledger: 

 
The general ledger report lists each firm financial transaction during the 

specified date range. The report lists the opening balance, each transaction 

by date, and the closing balance for each account in the firm’s chart of 

accounts. 

 
A careful review of the general ledger will provide details for each deposit 

received and how it was applied (trust retainer, fee income, loan 



 

repayment, interest earned, etc.), as well as each withdrawal from a bank 

account and how it was designated (trust disbursement, client expense, 

payment on a loan, firm operating expense, etc.). 
 

B. Invoicing: 

 
1. Establish a procedure for the regular preparation of bills to clients detailing 

services performed and expenses advanced. A monthly cycle for the preparation 

of client bills is standard. 

 
2. During the initial intake with the client, the party responsible for payment of 

the bill should be identified. If more than one party is responsible for payment, the 

extent to which each party is responsible should be documented in writing. The 

full name and address of the party responsible for payment should be recorded. 

 
3. Individuals performing legal services should record the details of services 

provided. This record should include the name of the client/matter, the date and 

description of the service, and the name of the individual who provided the 

service. 

 
4. In hourly billing engagements, the amount of time spent to perform the service 

should also be recorded. 

 
5. In contingent or flat fee engagements, the amount of time spent providing the 

service should be recorded in the event that the contingent engagement is 

terminated or the reasonableness of the fees are disputed. 

 
6. Detailed records of expenses advanced on behalf of clients should be 

maintained and identified by client. The record of expenses advanced should also 

include the date and amount of the expense, the nature of the expense, and to 

whom the payment was made. 

 
7. A draft bill detailing services provided and expenses advanced should be 

prepared for each client who received services during the billing cycle. The draft 

bill should contain all the information recorded by the service providers as 

detailed above. The draft bill should be reviewed carefully by the attorney 

primarily responsible for the engagement, and check for errors, accuracy, and 

reasonableness of fees. 

 
8. Once the draft bill has been reviewed and corrections or adjustments made, an 

approved bill should be mailed to the client. 

 
9. There is no “standard” layout for client bills. However, the bill should contain, 

at a minimum, the following: 

 
a. the firm name, address, and telephone number 



 

 

b. the date the bill was issued; 

 
c. the client name, and if applicable, the name and address of the party 

responsible for payment of the bill; 

 
d. a description of the legal services provided and the fee for those 

services; 

 
e. a detailed listing of expenses advanced; 

 
f. the total due for fees and expenses for the bill. 

 
In addition, if a client retainer was used to pay all or part of the bill, an accounting 

of the amount of the retainer used and the remaining retainer balance should be 

included. 

 
10. Other items that may be included on a client bill are: 

 
a. the date each service was provided, who provided the service, the 

hourly rate charged, how much time was spent on each task, and a 

calculation of the hourly rate multiplied by time spent; 

 
b. the previous balance due from prior bills, if any; 

 
c. a listing of payments received since the previous bill; 

 
d. the total balance due, including a previous balance; 

 
e. the payment due date or payment terms (“Net 30 days,” for example). 

 
11. A “statement of account” is different from a bill. A statement lists bills 

previously issued to a client that remain unpaid, and the total balance on the 

client’s account. A typical statement of account will include the invoice date, the 

original amount of the invoice, total payments received on the invoice, and the 

balance remaining. A statement of account may also be referred to as a “reminder 

statement” or “past due notice.” 

 
V. RULES FOR RETAINERS, BILLING: 

A. Retainers: 

1. Attorneys may, at their discretion, require a prepayment or retainer in advance 

of performing services for a client. The amount of the retainer or prepayment is at 

the discretion of the attorney, but generally should not exceed the total amount of 



 

fees and expenses anticipated for the representation. The attorney may require that 

a retainer balance be replenished as fees are earned and expenses incurred. 

 
2. Retainer agreements, as with all transactions involving deposits into the trust 

account, must be in writing, and generally are included as a part of the fee 

agreement. 

 
3. Deposit retainers or advance payments from clients for fees or expenses into a 

trust account. Retainers or advance payments may not be withdrawn from the 

trust account and paid to the attorney until fees have been earned or expenses 

incurred. 

 
4. Attorneys may designate retainers as “non-refundable” if the agreement is in 

writing and the fee is reasonable. (Pennsylvania Bar Association, Formal Op. 85- 

120.) 

 
B. Billing: 

 
1. Charges for services should be reasonable. The factors to be included in 

determining the reasonableness of the fee include: 

 
a. the time and labor required, the novelty and difficulty of the questions 

involved, and the skill requisite to perform the service properly; 

 
b. the likelihood, if apparent to the client, that the acceptance of the 

engagement will preclude other employment by the attorney; 

 
c. the fee customarily charged in the area for similar legal services; 

 
d. the amount involved and the results achieved; 

 
e. the time limitations imposed by the client or by the circumstances; 

 
f. the nature and length of the professional relationship with the client; 

 
g. the experience, reputation, and ability of the attorney(s) providing the 

services; 

 
h. whether the fee is fixed or contingent. 

 
2. Communicate with all clients the essential elements of the representation. Rule 

1.5(b) requires that the basis of the fee must be communicated to the client in 

writing.  This communication must occur before (or within a reasonable time 

after) commencing the representation, and must include: 

 
a. the nature and scope of the representation; 



 

 

b. any reasonable limits on the scope of the representation; 

 
c. the basis or rate of the fee to be charged and any expenses for which the 

client will be responsible. 

 
3. Fees designated as “non-refundable” are prohibited unless the agreement is in 

writing and the fees are reasonable. 

 
4. Contingent fees based on the outcome of the matter are permissible EXCEPT 

for the following engagements: 

 
a. domestic relations matters where the fee is contingent upon securing a 

divorce, or the amount of spousal or child support or property settlement; 

 
b. representation in a criminal matter. 

 
5. All contingent fee agreements must be in writing.  The contingent fee 

agreement must state the method by which the fee is to be determined, including 

the percentage(s) that shall accrue to the attorney in the event of settlement, trial, 

or appeal; litigation and other expenses to be deducted from the recovery; and 

whether these expenses are to be deducted before or after the contingent fee is 

calculated. 

 
6. A contingent fee agreement will clearly advise the client of any expenses for 

which the client will be liable, whether or not the client is the prevailing party. 

 
7. If the attorney becomes entitled to compensation under the contingent fee 

agreement and the attorney will be disbursing funds, the attorney should prepare a 

closing statement and provide the client with the statement at the time of or prior 

to the receipt of the compensation under the agreement. The closing statement 

should include the following: 

 
a. the manner in which the compensation was determined under the 

agreement; 

 
b. any costs and expenses deducted by the attorney from the judgment or 

settlement involved; 

 
c. if applicable, the division of the attorney fees with other attorneys not in 

the same firm; 

 
d. the closing statement signed by the client and the attorney. 

 
8. The ABA Model Rule on Financial Recordkeeping recommends that copies of 

bills for legal fees and expenses rendered to clients be retained for a period of five 



 

years after termination of the representation. The recommendation provides that 

paper copies of the bill are not necessary if electronic records can be produced. 
 

 
 

VI. MANAGEMENT REPORTING: 

 
A. Accounts Receivable and Collection Reports: 

 
1. Accounts Receivable Reports: 

 
The accounts receivable (A/R) report provides information on client balances 

owed to the firm. A typical A/R report will list the name of the client, the invoice 

date, and the amount owing on the invoice, as well as the total client balance for 

all invoices outstanding. An aged A/R report separates the outstanding invoices 

into aging categories, typically 30, 60, 90, and 120+ days since the date the 

invoice was issued. A routine review of invoices which are 60 days or older 

should be done on a regular basis. Clients with past-due invoices can then be 

identified and should be contacted to determine why the balance remains unpaid. 

 
In firms with more than one timekeeper, it may be useful to produce an A/R 

report sorted by a timekeeper or responsible attorney. This can be helpful in 

analyzing balances by a timekeeper or attorney that remain unpaid and 

determining if the age or amount of the unpaid balances is in variance from other 

timekeepers at the firm. 

 
2. Collection Reports: 

 
a. A client collections summary report will list total fees and expenses 

billed to each client/matter and total collections for a specified date range. 

This information is useful in analyzing which clients are producing the 

most income for the firm. 

 
b. A timekeeper collections summary report will list total fees billed by 

the timekeeper and total collections for a specified date range. This 

information is useful in analyzing how much fee income each timekeeper 

is generating for the firm. 

 
B. Productivity Reports: 

 
1. Work-In-Progress Reports: 

 
a. A work-in-progress (WIP) report provides a listing of services rendered 

and expenses advanced that have not yet been billed to the client. The WIP 

report can be in summary form, simply providing the total unbilled fees 

and expenses by client/matter. Or, the report can be in detailed form, 

listing each time entry and expense advanced for each client matter. Some 



 

firms use a detailed WIP report by client/matter as a draft bill for review 

and editing purposes just prior to billing. 

 
b. An aged WIP report details unbilled fees and expenses in aging 

categories as in an aged A/R report. Certain matters, such as estate 

administration, contingent cases, or flat-fee engagements may not be 

billed until the conclusion of the matter. Hourly engagements where 

unbilled fees and expenses are over 60 days old should be regularly 

reviewed to determine why the fees and expenses have not yet been billed. 

 
2. Timekeeper Productivity Reports: 

 
a. A basic timekeeper productivity report, or time listing, details the hours 

and value of work done during a specified date range. This report is useful 

in analyzing what and how much work is being done by each timekeeper. 

A summary report will simply provide total hours and value of work done. 

These totals can be compared to other timekeepers at the firm to assist in 

determining if target productivity objectives or budgets are being met. 

 
b. Write-off/write-down reports detail the original amount of a fee entry 

and how much of it was written down by not being billed in full to a 

client, and how much of it was written off by not being paid in full by the 

client.  A regular review of write-offs and write-downs per timekeeper 

should be conducted to analyze trends and compare totals with other 

timekeepers at the firm. 

 
c. A billing and collection realization report by a timekeeper will provide a 

listing of hours/dollar value worked, fees billed, and fees collected. 

Realization rates are expressed as percentages. A billing realization rate is 

calculated by dividing the value of fees billed by the value of work done. 

A collections realization rate is calculated by dividing the value of fees 

collected by fees billed. An overall realization rate is calculated by 

dividing total fees collected by the value of total services provided. Target 

overall realization rates for a typical firm should be in the 85–90 % range. 

Failure to meet target realization rates should be analyzed by reviewing 

A/R, WIP, and write-off/write-down reports. 

 
3. Firm Productivity and Management Reports: 

 
a. An invoice journal or fees billed report details the date and amount of 

each invoice generated by the firm for a specified date range. 

 
b. A firm collections report will list total collections by client/matter or by 

timekeeper, for a specified date range. 



 

c. Analysis of total firm billing and collections should be reviewed 

monthly as a part of the firm’s overall cash flow management strategy. 

 
d. An accounts payable (A/P) report details the amount and date due for 

invoices issued to or anticipated by the firm that have not yet been paid. 

Typical entries that are included in an accounts payable system that will 

appear on an A/P report would be monthly payments such as rent, utilities, 

and payroll. Analysis of the firm’s total accounts payable should be 

reviewed monthly as a part of the firm’s overall cash flow management 

strategy. 

 
e. Cash flow reports assist the firm in determining whether funds are 

available to meet current obligations and to predict the availability of 

funds in the future. A typical cash flow report starts with the balance in the 

firm’s operating account. Additions to cash will include actual and 

anticipated income per a review of current and prior income, billing, and 

collections reports. Reductions to cash will include actual and anticipated 

expenses per a review of current and prior expense and accounts payable 

reports. 


