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Trust Account Management Program 
Sponsor: Kentucky Bar Association 
Location: Kentucky Bar Association 

Date: April 23, 2020 
 
 

AGENDA 
 
 

1:00-1:30 Check-in 
 
 
1:30-1:35 Welcome 

Speaker:  Jane Herrick, Chief Bar Counsel  
 
1:35-2:50 Trust Accounting Basics:  Knowing the Rules and Avoiding Discipline 

Speaker:  Robbie Clements, Administrative Manager/Deputy Bar Counsel 
2:50-3:00 Break 
 
3:00-3:30 IOLTA 101 

Speaker:  Gwen Smallenburg, Kentucky IOLTA Fund Program Manager 
 
3:30-5:00  Reconciling your Trust Account 

Speaker:  Robbie Clements, Administrative Manager/Deputy Bar Counsel 
 

















































































 

Adapted from an exercise prepared by the State Bar of Arizona 

NOW IT’S YOUR TURN 

Hands-On Trust Account Experience 

You will play the role of Dee Fender, Attorney at Law. The following new clients have retained 

your services. 

You will make the appropriate decisions, create ledgers, make general ledger/check register and 

client ledger entries as appropriate, and answer the questions that we will ask. 

Before we get started, take the following pages out of your packet:  

• General ledger/checkbook register (PINK) 

• Client ledgers (YELLOW) 

• Reconciliation sheet (BLUE) 

• Bank statement (GREEN) 



 

Adapted from an exercise prepared by the State Bar of Arizona 

Bank Charges 

Dee Fender opens a trust account on December 1, 2018 with a deposit of $50. Dee will maintain 

this $50 in her account to cover any bank charges that may occur. 

• Create a client ledger entitled “Bank Charges” reflecting the deposit. 

• Make the entries in the general ledger and the client ledger. 



 

Adapted from an exercise prepared by the State Bar of Arizona 

Itso Easy 

Mr. Itso Easy comes to Dee’s office on December 15, 2018 to have Dee review an employment 

contract he is considering signing with the Sweatshops R Us Company. Mr. Easy presents Dee 

with a check in the amount of $250 for advanced fees.  

• Prepare a client ledger and make entries to the client ledger and general ledger. 

Dee spends two hours reviewing the document and consulting with Mr. Easy on December 17 

and 18, 2018. On January 3, 2019 she sends a monthly invoice detailing the work she performed, 

which was billed at the agreed-upon rate of $125 per hour. Dee’s invoice advises Mr. Easy that, 

unless he notifies her of any questions within 14 days, she will transfer $250 from her trust 

account to her operating account. On January 17, 2019 Dee writes a check to Dee Fender, L.L.C. 

in the amount of $250 for the fees earned on the Easy matter.  

• Make entries to the client ledger and general ledger (for the purpose of this 

exercise, start with check number 1001).  



 

Adapted from an exercise prepared by the State Bar of Arizona 

Ima Goodclient 

Ms. Ima Goodclient comes to your office on February 1, 2019 and retains you to handle the 

dissolution of her marriage. Ima signs your fee agreement and writes a check to you for $1,500.  

Per your agreement, $1,000 of this amount is an advance against future fees; you will bill against 

this advance payment until it is exhausted and then will bill Ms. Goodclient for services on a 

monthly basis. The other $500 is an advance for costs, including the filing fee.  

• Prepare a client ledger for the Goodclient matter and make the first entry.  

• Make the first entry to the general ledger.  

Then: 

1. Pay a filing fee of $125 to Nowhere County Circuit Court. Make the 

appropriate entry on the client ledger card and on the general ledger. 

2. Obtain copies of marriage certificate and birth certificates of children from 

Nowhere County Department of Vital Statistics – cost is $75. Make the 

appropriate entry on the client ledger card and on the general ledger.  

3. You send Ms. Goodclient an invoice on March 5, 2019 indicating the services 

performed since your retention; the total is $600. You advise your client that 

14 days after the date of the invoice you will transfer the earned fees from your 

trust account to your general account, in keeping with the procedures outlined 

in your fee agreement. Make the appropriate entry on the client ledger card 

and on the general ledger.  

4. You send Ms. Goodclient an invoice on April 5 indicating the services 

performed in March, which total $1,500. You advise your client that the 

remaining $400 of her advance payment will be transferred and that the 

remaining $1,100 is payable within 30 days. Make the appropriate entry on the 

client ledger card and on the general ledger.  

5. On April 29, 2019 you receive a bill from Penny Dollar, accountant, for 

valuation of spouse’s business – the cost is $375. What do you do?  



 

Adapted from an exercise prepared by the State Bar of Arizona 

Juana Theworst 

Ms. Juana Theworst comes to your office on May 2, 2019 and explains to you how she was 

caught speeding. She retains you to defend her on criminal speeding charges. You quote  

Ms. Theworst a flat fee of $1,200 for representation start to finish. Per the terms of the fee 

agreement she signs while at your office, the money is earned upon receipt.  

Your fee agreement also requires that your client pay an advance of $250 for costs.  

On May 2, 2019 Ms. Theworst gives you her personal check in the amount of $1,450.00, which 

includes both earned-upon-receipt fees and advance costs.  

• Prepare a client ledger for Juana and make the first entry.  

• Make the first entry to the general ledger.  

On May 16, 2019 you must pay $150 to Record Roundup Service for obtaining copies of police 

report and other necessary documents for Juana’s case.  

• Make the appropriate entry on the client ledger card and to the general ledger.  

 



 

Adapted from an exercise prepared by the State Bar of Arizona 

Red Flag 

Mr. Red Flag comes to your office on June 3, 2019 after firing his third attorney on his case and 

retains you to represent him in a commercial litigation matter. Mr. Flag reluctantly signs your fee 

agreement and even more reluctantly gives you a check for $15,000 as advanced fees that are 

likely to exceed $50,000.  

Your fee agreement states that $5,000 of the payment is earned on receipt in consideration of 

your acceptance of the case, which will preclude your taking several other attractive matters, and 

for your availability and willingness to respond to quickly approaching deadlines. Time has been 

passing while Mr. Flag was between lawyers.  

• Prepare a client ledger for the Mr. Flag and make the first entry.  

• Make the first entry to the general ledger. 

The remainder of Mr. Flag’s payment will be applied against your services at the rate of $250 per 

hour. You tell Mr. Flag that you will begin work immediately to meet a discovery deadline only 

two days away and you deposit the check. You stayed up all night June 3, 2019 trying to meet 

the nearly impossible deadline on Mr. Flag’s case. You devoted eight hours to the matter.  

Mr. Flag heard voices in a dream the night of June 3 that tell him you, too, are not the right 

attorney to win him a few million in his case. He calls you first thing on the morning of June 4 

and demands every bit of his $15,000 back. What should you do?  

• Make the appropriate entry on the client ledger card and to the general 

ledger.  



 

Adapted from an exercise prepared by the State Bar of Arizona 

Moe Tipsy 

On July 5, 2019, Moe Tipsy comes to you for advice in a DUI case. He is really worried about 

losing his drivers license and going to jail. You tell him that you will help, so long as he pays 

you a $5,000 advance fee. He doesn’t have the cash, so he pays you with his VISA card, which 

your office accepts.  

• Prepare a client ledger for the Tipsy matter and make the first entry.  

• Make the first to the general register.  

A week later, your office manager tells you that there has been a charge back on your trust 

account for the $5,000.00 plus a charge-back fee of $25. It turns out that Moe used his father’s 

credit card without his permission (since they have the same first and last name you didn’t catch 

it) and Senior Tipsy won’t bail out Junior.  

• Make the appropriate entries to reflect the credit card charge-back.  



 

Adapted from an exercise prepared by the State Bar of Arizona 

Itsabout Time 

Ms. Time comes to your office on July 15, 2019. She has a few demands and plenty of money. 

She wants you to review a prenuptial agreement at your convenience within the next two months. 

Ms. Time gives you a personal check in the amount of $2,000, against which you will bill at the 

rate of $200 per hour. You deposit Ms. Time’s check at your bank the next day.  

• Prepare a client ledger for the Time matter and make the first entry.  

• Make the first entry to the general ledger.  

Unfortunately, even though she has plenty of money, her check bounces. On July 18, 2019 you 

receive notice from your bank that the check has not cleared. Your bank also advises that your 

account has been charged $5 for its trouble in returning the NSF check.  

• Make the appropriate entry to the client ledger card and to the general 

ledger. 

You call Ms. Time, who says that it was a mistake and that it will never happen again. On July 

31, she drives to your office and delivers a cashier’s check that includes the $5 fee your bank 

charged you. You take the check to the drive-up bank window on your way home that day, at 

approximately 5:50 P.M. and deposit the check with the teller. You make note that the bank’s 

deadline for posting deposits the same day is 4:00 P.M.  

• Make the appropriate entry to the client ledger card and to the general 

ledger. 



 

Adapted from an exercise prepared by the State Bar of Arizona 

RECONCILIATION TIME!! 

Remove the bank statement and the reconciliation sheet from the packet. 

Your bank statement arrives on August 5, 2019. 

For purposes of this exercise, assume that this is a cumulative statement for the entire time your 

trust account has been open – None of the checks or deposits have been reflected on a previous 

bank statement. 

Take out reconciliation sheet.  

1. What are the totals on the individual client ledgers? 

2. The bank says you should have $495.00. 

a. What deposits haven’t made it to the bank statement? 

b. What checks haven’t cleared? 

c. Add this amount to reconciliation sheet. 

3. What is the total on the general ledger? Add this amount to reconciliation sheet. 

4. Now let’s reconcile the account. 



General Ledger/Check Register 

Rec (√) Number Date Description of Transaction 
(Payor/Payee) 

Disbursement Deposit Balance 

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

 



Client Ledger Card 

Name:           Matter: 

R√ Date Name Memo Ck. # Fees Costs Trust 

     + - = + - = Debit 
(-) 

Credit 
(+) 

Balance 

              

              

              

              

              

              

              

              

              

              

              

              

              

              

              

 



 

 

123 Main St. 

P.O. Box 456 

Yourtown, KY 
40000 

      

 

PHONE 

FAX 

 

 

502-555-5555 

502-555-4444 

 

 

BANK OF WEGOTYOURMONEY 

Dee Fender 
IOLTA Account 
1201 Easy Street 
Yourtown, KY 40000 
 
Account No.: 000200500888 
 
Activity Through 12/01/2018 – 08/31/2019 
 
Beginning Balance: 12/01/2018  $50.00 
Ending Balance: 07/31/2019 $495.00 

 
Deposits/Credits 

 
Date Dollar Amount Type 

12/01/18 $50.00 Deposit 
12/15/18 $250.00 Deposit 
02/01/19 $1,500.00 Deposit 
05/02/19 $1,450.00 Deposit 
06/03/19 $15,000.00 Deposit 
07/05/19 $5,000.00 Visa Deposit 
07/15/19 $2,000.00 Deposit 

 
Total Deposits/Credits:  $25,250.00 

 
Withdrawals/Debits 

 
Check # Dollar Amount Date 

1001 $250.00 01/17/19 
1002 $125.00 02/15/19 
1004* $600.00 03/19/19 
1005 $400.00 04/19/19 



 

 

123 Main St. 

P.O. Box 456 

Yourtown, KY 
40000 

Country 

PHONE 

FAX 

EMAIL 

WEBSITE 

502-555-5555 

502-555-4444 

Enter email 

Enter website 

2 

1006 $150.00 05/16/19 
1007 $1,200.00 05/16/19 
1008 $2,000.00 06/17/19 
1009 #13,000.00 06/17/19 

 
*  Indicates preceding check (or checks) is outstanding. 
Additional Withdrawals/Debits: 
 
Visa Chargeback of 07/05/18   $5,000.00  07/12/19 
Visa Chargeback fee of 07/05/18      $25.00  07/12/19 
Returned Deposit of 07/15/18  $2,000.00  07/18/19 
Returned Deposit Fee          $5.00  07/18/19 
 
Total Withdrawals/Debits:  $24,755.00 

 
Daily Balance 

12/01/18 $50.00 04/19/19 $425.00 06/17/19 $525.00 
12/15/18 $300.00 05/02/19 $1,875.00 07/12/19 $425.00 
01/07/19 $50.00 05/16/19 $675.00 07/15/19 $2,500.00 
02/01/19 $1,550.00 06/03/19 $15,525.00 07/18/19 $495.00 
02/15/19 $1,425.00 06/17/19 $525.00 07/21/19 $495.00 
03/19/19 $825.00 07/05/19 $6,020.00   

 



Reconciliation 

 

Balance per Client Ledgers as of 7/31/19:     $_________________ 

 

 

Ending Balance per Bank Statement as of 7/31/19: $ __________________ 

 Add:  Deposits outstanding $____________ 

 Deduct:  Checks outstanding $____________ 

 

Adjusted Bank Balance:        $__________________ 

 

 

Checkbook Register Balance as of 7/37/19:     $__________________ 
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