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1) Introduction	  
a. Presenter	  introduction	  

i. Ryan	  A.	  Brown,	  Esq.,	  Arlington	  Law	  Group	  
ii. Brian	  Wendroff,	  CPA,	  Wendroff	  &	  Associates,	  LLC	  

b. Agenda	  for	  Trust	  Accounting	  Using	  QuickBooks	  Online	  Seminar	  
i. Intro	  to	  QuickBooks	  Online	  
ii. Virginia	  State	  Bar	  Trust	  Accounting	  Requirements	  
iii. Maintaining	  Trust	  Accounting	  Compliance	  Using	  QuickBooks	  Online	  
iv. Top	  3	  Trust	  Accounting	  Errors	  and	  How	  to	  Avoid/Fix	  Them	  (Rule	  1.15	  Violations)	  

2) Intro	  to	  QuickBooks	  Online	  –	  5	  minutes	  
a. QuickBooks	  Online	  vs.	  QuickBooks	  Desktop	  

1. QuickBooks	  Online	  
a. Allows	  access	  to	  the	  accounting	  system	  as	  long	  as	  there	  is	  

Internet.	  It	  is	  on	  the	  cloud.	  (I.e.	  Online	  Banking,	  Email)	  
b. You	  can	  have	  up	  to	  25	  users	  on	  it	  at	  any	  time	  including	  an	  

accountant	  user.	  
c. It	  is	  backed	  up	  hourly	  on	  Intuit’s	  Server.	  
d. It	  updates	  automatically.	  
e. You	  can	  push	  customized	  reports	  via	  email.	  
f. Can	  be	  viewed	  with	  I-‐phone,	  Android,	  Blackberry	  or	  Ipad.	  
g. Unlimited	  client	  support.	  

2. QuickBooks	  Desktop	  
a. Internet	  access	  not	  required	  to	  us	  
b. Additional	  reporting	  features.	  
c. Additional	  customization	  features.	  
d. Additional	  third	  party	  applications	  available.	  	  
e. Desktop	  product	  is	  usually	  cheaper	  if	  you	  don’t	  update	  the	  

software	  each	  year.	  
b. Security,	  and	  compliance	  with	  client	  confidentiality	  requirements	  under	  Rule	  1.6	  

i. Following	  Rule	  1.6(a),	  which	  states	  that	  “[a]	  lawyer	  shall	  not	  reveal	  
information…that	  the	  client	  has	  requested	  be	  held	  inviolate	  or	  the	  disclosure	  of	  
which	  would	  be	  embarrassing	  or	  would	  be	  likely	  to	  be	  detrimental	  to	  the	  client,”	  	  

1. It	  is	  important	  take	  extra	  precautions	  to	  ensure	  client’s	  trust	  accounting	  
information	  will	  be	  kept	  confidential.	  



ii. Using	  a	  product	  such	  as	  QB	  Online	  is	  permissible	  under	  Rule	  1.6	  (b)(6),	  which	  
states	  that	  “[t]o	  the	  extent	  a	  lawyer	  reasonably	  believes	  necessary,	  the	  lawyer	  
may	  reveal	  information	  to	  an	  outside	  agency	  necessary	  for	  statistical,	  
bookkeeping,	  accounting,	  data	  processing,	  printing,	  or	  other	  similar	  office	  
management	  purposes,	  provided	  the	  lawyer	  exercises	  due	  care	  in	  the	  selection	  
of	  the	  agency,	  advises	  the	  agency	  that	  the	  information	  must	  be	  kept	  
confidential	  and	  reasonably	  believes	  that	  the	  information	  will	  be	  kept	  
confidential.”	  	  

1. In	  addition	  to	  the	  standard	  internet	  security	  such	  as	  encryption,	  
password	  protection,	  and	  firewalls,	  to	  meet	  the	  standard	  of	  due	  care	  in	  
the	  selection	  of	  the	  agency	  mentioned	  in	  Rule	  1.6,	  you	  should	  carefully	  
examine	  the	  terms	  and	  conditions	  as	  well	  as	  the	  security	  safeguards	  of	  
the	  agency	  you	  intend	  to	  use.	  

2. It	  is	  reasonable	  to	  believe	  that	  your	  client’s	  trust	  accounting	  information	  
will	  be	  kept	  confidential	  using	  QB	  Online	  because:	  

a. Data	  is	  protected	  with	  the	  same	  encryption	  technology	  that	  the	  
world’s	  top	  banks	  use.	  

b. Data	  is	  located	  in	  Intuit’s	  data	  center	  monitored	  24	  hours	  a	  day	  
and	  7	  days	  a	  week.	  

c. You	  create	  accounts	  for	  each	  user	  that	  requires	  a	  password	  and	  
can	  give	  each	  user	  certain	  permissions	  to	  work	  on	  or	  view	  
information	  

c. Costs	  and	  Fees	  
i. QuickBooks	  Online	  -‐	  Three	  Platforms	  	  

a. Simple	  Start	  –	  12.95/Month	  –	  Create	  invoices,	  checks,	  basic	  financial	  
reports.	  

b. Online	  Essentials	  –	  26.95/Month	  –	  Does	  what	  Simple	  Start	  does,	  
download	  bank	  and	  credit	  card	  transactions	  and	  provides	  more	  
reporting.	  

c. Online	  Plus	  –	  39.95/Month	  –	  Does	  what	  Online	  Essentials	  does,	  plus	  
has	  inventory	  management,	  time	  tracking	  and	  budgets.	  

ii. QuickBooks	  Desktop	  –	  Two	  Most	  Common	  Platforms	  
a. QuickBooks	  Pro	  -‐	  $229.95	  (QB	  Website)	  -‐	  Create	  invoices,	  checks,	  

financial	  reports,	  can	  attach	  external	  documents	  (PDF,	  Word,	  etc.)	  
to	  file	  and	  downloads	  bank	  and	  credit	  card	  transactions.	  	  

b. QuickBooks	  Premier	  (Industry	  Focused)	  -‐	  $399.95	  (QB	  Website)	  –	  
Does	  everything	  QuickBooks	  Pro	  does	  as	  well	  as	  provides	  more	  
industry	  focused	  reports	  (I.e.	  General	  Business,	  Contractor,	  Retail,	  
Nonprofit,	  etc.),	  job	  costing,	  and	  allows	  you	  to	  track	  time	  and	  
expenses	  by	  employee,	  project,	  client	  or	  service	  &	  create	  an	  invoice	  

c. Recommend	  updating	  every	  3	  years	  since	  phone	  assistance	  is	  not	  
supported	  for	  software	  older	  than	  3	  years	  and	  there	  updates	  that	  
usually	  enhances	  the	  software	  capabilities.	  	  



2. WendroffCPA	  is	  a	  QuickBooks	  Pro-‐Advisor	  and	  we	  can	  get	  you	  a	  20%	  
discount.	  
	  

d. Bottom	  Line	  
i. QuickBooks	  Online	  

1. Works	  well	  if	  multiple	  users	  are	  on	  it	  that	  are	  not	  in	  the	  same	  office	  or	  
they	  are	  mobile	  (business	  owners,	  office	  manager/bookkeeper,	  
accountant,	  etc.)	  

2. More	  seamless	  management,	  is	  updated	  and	  backed	  up	  automatically	  
every	  hour	  and	  stored	  in	  two	  separate	  hard	  drives.	  	  

3. It	  offers	  seamless	  access,	  can	  be	  viewed	  anywhere	  as	  long	  as	  there	  is	  
Internet	  and	  even	  on	  your	  smart	  phone	  or	  Ipad.	  

ii. QuickBooks	  Desktop	  
1. Does	  not	  require	  internet	  connection	  to	  access	  accounting	  file.	  The	  data	  

is	  on	  your	  computer	  and	  you	  have	  control	  over	  it.	  
2. There	  is	  no	  monthly	  fee.	  
3. There	  are	  more	  customization	  and	  reporting	  features	  since	  the	  software	  

has	  been	  out	  longer	  than	  QuickBooks	  Online.	  
3) Review	  of	  Trust	  Accounting	  Requirements	  from	  the	  Virginia	  State	  Bar	  –	  15	  minutes	  

a. In	  2011,	  there	  were	  Amendments	  to	  the	  original	  Rule	  1.15	  adopted	  January	  1,	  2000,	  but	  
the	  rule	  remains	  largely	  the	  same.	  To	  make	  the	  rule	  more	  easily	  understood,	  the	  rule’s	  
language	  was	  simplified	  and	  the	  portions	  regarding	  the	  Financial	  Institutions	  duties	  
were	  redacted	  and	  instead	  incorporated	  into	  the	  Trust	  Account	  Notification	  Agreement.	  

b. Overview	  of	  Rule	  1.15:	  Safekeeping	  Property	  
i. Section	  (a)	  of	  Rule	  1.15	  discusses	  the	  how	  lawyers	  or	  law	  firms	  who	  receive	  

funds	  or	  hold	  funds	  on	  behalf	  of	  another	  should	  properly	  store	  the	  funds.	  
Specifically,	  this	  section	  mandates	  that	  a	  trust	  account	  at	  a	  financial	  institution	  
approved	  by	  the	  Virginia	  State	  Bar	  or	  safe	  deposit	  box	  be	  used.	  	  A	  2011-‐2012	  
Proposed	  Virginia	  Rule	  Change	  would	  add	  language	  to	  clarify	  that	  all	  funds	  held	  
by	  a	  lawyer	  on	  behalf	  of	  others	  must	  be	  held	  in	  a	  trust	  account,	  while	  other	  
property	  should	  be	  held	  in	  a	  safe	  deposit	  box	  or	  other	  place	  of	  safekeeping.	  The	  
only	  funds	  that	  a	  lawyer	  or	  law	  firm	  can	  deposit	  along	  with	  funds	  held	  or	  
received	  for	  another	  are	  funds	  to	  pay	  charges	  or	  fees	  of	  the	  financial	  institution	  
or	  funds	  for	  which	  ownership	  is	  currently	  in	  dispute	  (could	  be	  between	  the	  
lawyer	  and	  the	  client).	  Once	  the	  dispute	  is	  resolved,	  if	  funds	  were	  awarded	  to	  
the	  lawyer,	  the	  lawyer	  should	  remove	  those	  funds	  from	  the	  other	  stored	  funds	  
as	  soon	  as	  possible.	  	  

ii. Section	  (b)	  of	  Rule	  1.15	  lays	  out	  five	  duties	  for	  safekeeping	  property.	  	  
1. First,	  a	  lawyer	  should	  notify	  the	  client	  that	  the	  lawyer	  has	  the	  property	  

in	  the	  lawyer’s	  possession.	  	  
2. Next,	  the	  lawyer	  should	  identify	  and	  label	  the	  property	  so	  that	  it	  is	  not	  

confused	  with	  others’	  property.	  	  



3. Third,	  the	  lawyer	  should	  keep	  a	  record	  of	  all	  of	  the	  property	  being	  held	  
by	  the	  lawyer	  and	  should	  give	  each	  client	  accountings	  so	  that	  they	  are	  
aware	  of	  the	  status	  of	  their	  property.	  

4. Fourth,	  if	  the	  client	  is	  entitled	  to	  receive	  the	  property	  and	  requests	  that	  
it	  be	  returned,	  a	  lawyer	  should	  promptly	  return	  the	  property.	  	  

5. Finally,	  a	  lawyer	  should	  never	  disburse	  funds	  or	  use	  property	  of	  a	  client	  
or	  third	  party	  without	  their	  consent,	  unless	  they’ve	  been	  directed	  to	  do	  
so	  by	  a	  tribunal.	  	  

iii. Section	  (b)	  laid	  out	  the	  duty	  for	  a	  lawyer	  to	  keep	  records	  of	  the	  property	  being	  
held,	  and	  Section	  (c)	  details	  out	  the	  record-‐keeping	  requirements.	  	  

1. Subsection	  1	  requires	  that	  a	  lawyer	  keep	  cash	  receipts	  and	  
disbursements	  journals	  for	  each	  trust	  and	  lays	  out	  the	  requirements	  for	  
recording	  each	  transaction.	  	  

2. Next,	  Subsection	  2	  requires	  a	  lawyer	  to	  keep	  a	  subsidiary	  ledger	  that	  
contains	  a	  separate	  entry	  for	  each	  person	  or	  entity	  from	  whom	  money	  
was	  received,	  with	  specific	  information,	  which	  is	  detailed	  in	  Subsection	  
2,	  recorded	  in	  each	  entry.	  	  

3. Subsection	  3	  discusses	  the	  requirements	  for	  lawyers	  who	  hold	  property	  
as	  a	  fiduciary,	  including	  an	  annual	  summary	  of	  all	  receipts	  and	  
disbursements	  and	  changes	  in	  assets.	  	  

4. Finally,	  Subsection	  4	  dictates	  that	  all	  records	  should	  be	  held	  for	  5	  
calendar	  years	  after	  the	  termination	  of	  the	  representation	  or	  fiduciary	  
responsibility.	  

iv. Section	  (d)	  incorporates	  all	  of	  the	  rules	  from	  Sections	  (a)-‐(c),	  but	  adds	  minimum	  
procedures	  dealing	  specifically	  with	  Trust	  Accounts,	  such	  as	  insufficient	  fund	  
check	  reporting,	  depositing	  trust	  funds	  intact,	  monthly	  and	  quarterly	  
reconciliations,	  and	  a	  requirement	  that	  adequate	  records	  and	  explanations	  be	  
given	  to	  support	  trust	  fund	  receipts	  and	  disbursements.	  	  

c. Bottom	  Line	  
i. You	  need	  to	  keep	  track	  of	  each	  client’s	  funds	  in	  a	  trust	  account.	  There	  needs	  to	  

be	  a	  separate	  ledger	  for	  each	  client	  that	  shows	  money	  coming	  in	  and	  money	  
going	  out	  as	  well	  as	  the	  purpose	  of	  the	  matter.	  When	  the	  legal	  service	  has	  been	  
provided	  and/or	  the	  matter	  is	  closed,	  then	  the	  funds	  need	  to	  get	  out	  of	  the	  trust	  
account.	  The	  trust	  account	  needs	  to	  be	  reconciled	  against	  the	  total	  of	  the	  
subsidiary	  ledgers	  on	  a	  monthly	  or	  quarterly	  basis.	  	  

4) Maintaining	  Trust	  Accounting	  Compliance	  Using	  QuickBooks	  Online	  –	  40	  minutes	  
a. QuickBooks	  Interface	  

i. Home	  Page	  
1. Money	  in	  and	  money	  out	  
2. Your	  recent	  transactions	  
3. Customization	  

ii. Different	  Tabs	  
b. Setting	  up	  specialized	  accounts	  



i. Chart	  of	  Accounts	  
1. What	  is	  the	  chart	  of	  accounts?	  
2. Interest	  on	  Lawyers	  Trust	  Account	  (IOLTA)	  Bank	  Account	  –	  Bank	  Account	  
3. Operating	  Bank	  Account	  –	  Bank	  Account	  
4. Trust	  Liability	  Account	  –	  Other	  Current	  liabilities	  Account	  
5. Clearing	  Account	  –	  Other	  Current	  Liabilities	  Account	  
6. Legal	  Services	  –	  Revenue	  Account	  

ii. Using	  Items	  in	  QuickBooks	  
1. What	  is	  an	  Item	  in	  QuickBooks?	  

a. An	  item	  is	  a	  simple	  way	  to	  post	  transactions	  to	  the	  chart	  of	  
accounts.	  	  

b. You	  use	  items	  when	  creating	  invoices	  
i. Example	  -‐	  3	  Types	  of	  legal	  services	  with	  different	  hourly	  

fees	  posting	  to	  the	  legal	  services	  account.	  
b. Contract	  Review	  at	  $250/hr	  –	  Legal	  Services	  Account	  	  
c. Trust	  -‐	  Trust	  Liability	  Account	  

c. Creating	  memorized	  reports	  to	  comply	  with	  new	  Rule	  1.15	  requirements	  
i. REPORT	  1:	  Trust	  liability	  ledger	  showing	  each	  client’s	  balance.	  
ii. REPORT	  2:	  Trust	  liability	  ledger	  showing	  the	  showing	  incoming	  and	  outgoing	  

transactions	  for	  the	  month	  as	  a	  total	  to	  assist	  with	  transferring	  money	  from	  
IOLTA	  to	  Operating	  Bank	  Account.	  

iii. How	  to	  Automate	  Customized	  Reports.	  
d. Specialized	  invoicing	  for	  services	  provided	  

i. Recognizing	  Legal	  Services	  earned	  and	  applying	  trust	  retainer	  against	  invoice	  
ii. Getting	  paid	  with	  credit	  cards	  and	  other	  payment	  methods	  

1. Recommend	  credit	  card	  merchant	  company	  that	  separates	  the	  
merchant	  fee	  from	  the	  client	  payment.	  	  

2. Reimburse	  trust	  account	  for	  merchant	  fees.	  
3. If	  you	  use	  ACH,	  make	  sure	  to	  notate	  that	  as	  the	  payment	  method.	  

iii. Recommend	  getting	  paid	  through	  the	  Intuit	  Payment	  Network	  
1. Client	  can	  pay	  directly	  through	  the	  invoice	  you	  email	  them.	  
2. You	  can	  accept	  credit	  card	  or	  bank	  payment.	  
3. You	  can	  take	  in	  credit	  card	  payments	  through	  the	  phone.	  

e. Writing	  checks	  to	  other	  organizations	  on	  behalf	  of	  clients	  
i. This	  is	  when	  you	  write	  checks	  for	  filing	  fees,	  expert	  witness	  fees,	  etc.	  
ii. Use	  a	  clearing	  account	  –	  Other	  liabilities	  when	  writing	  the	  check.	  
iii. Make	  sure	  to	  use	  memo	  box	  to	  explain	  what	  the	  check	  is	  for.	  
iv. Make	  sure	  to	  check	  off	  that	  the	  check	  is	  billable	  and	  choose	  the	  client	  the	  check	  

relates	  to.	  
v. Create	  the	  invoice	  for	  the	  same	  date	  and	  choose	  the	  client.	  You	  will	  see	  an	  

outstanding	  charge	  to	  use	  on	  the	  invoice.	  	  
vi. From	  there,	  you	  can	  send	  out	  the	  invoice	  to	  the	  client	  and	  ask	  for	  payment	  or	  

use	  the	  payment	  that	  is	  in	  the	  trust	  from	  the	  client.	  	  



vii. You	  can	  send	  the	  invoice	  to	  the	  client	  showing	  what	  the	  payment	  is	  for	  and	  it	  
will	  show	  if	  money	  is	  owed	  or	  if	  money	  was	  taken	  from	  the	  trust	  to	  make	  the	  
payment.	  

f. How	  to	  credit	  invoices	  and	  refund	  clients	  
i. You	  can	  credit	  invoices	  for	  clients	  who	  think	  you	  should	  have	  not	  charged	  them	  

for	  certain	  services.	  	  
1. You	  can	  create	  credit	  memo	  and	  use	  the	  same	  method	  of	  using	  items	  in	  

an	  invoice.	  
2. You	  need	  to	  also	  need	  to	  re-‐deposit	  the	  money	  that	  you	  transferred	  

from	  the	  IOLTA	  account	  to	  the	  operating	  account.	  
ii. Refunding	  the	  client	  

1. If	  the	  money	  is	  still	  in	  trust,	  then	  you	  can	  cut	  a	  check	  from	  the	  trust	  
account	  to	  the	  client	  by	  writing	  the	  check	  and	  choosing	  the	  trust	  liability	  
account.	  

2. If	  the	  money	  has	  already	  been	  earned,	  then	  you	  need	  to	  use	  the	  refund	  
function	  in	  QuickBooks	  and	  choose	  the	  item	  that	  pertains	  to	  the	  original	  
service	  that	  you	  provided	  (i.e.	  Contract	  Review).	  

g. Transferring	  from	  IOLTA	  to	  operating	  bank	  account	  to	  comply	  with	  new	  Rule	  1.15	  
requirements	  

i. Recommend	  transferring	  money	  from	  IOLTA	  to	  the	  Operating	  Bank	  Account	  on	  
a	  daily	  to	  weekly	  basis.	  

1. You	  can	  cut	  a	  check	  and	  use	  one	  line	  each	  for	  each	  client	  for	  the	  amount	  
that	  has	  been	  earned	  for	  services	  rendered.	  The	  offsetting	  account	  
would	  be	  the	  operating	  account.	  	  

ii. Use	  the	  REPORT	  2:	  Trust	  liability	  ledger	  showing	  the	  showing	  incoming	  and	  
outgoing	  transactions	  for	  the	  month	  as	  a	  total	  to	  assist	  with	  transferring	  money	  
from	  IOLTA	  to	  Operating	  Bank	  Account.	  

1. Dates	  are	  very	  important	  so	  make	  sure	  to	  use	  the	  correct	  date	  range	  to	  
review	  how	  much	  money	  needs	  to	  be	  transferred	  from	  IOLTA	  to	  
Operating.	  

h. Example	  client,	  John	  Doe	  
i. Record	  sales	  receipt	  of	  payment	  in	  the	  Trust	  Liability	  Account	  for	  $3,000	  on	  

6/3/12.	  
ii. Pay	  for	  government	  filing	  fee	  of	  $1,200	  with	  check	  number	  7	  from	  IOLTA	  

account.	  
iii. Send	  out	  invoice	  for	  Legal	  Services	  provided	  on	  6/30/12	  for	  $1,800.	  
iv. If	  there	  was	  excess	  money	  owed,	  then	  there	  would	  be	  an	  outstanding	  amount	  in	  

accounts	  receivable	  from	  the	  client.	  
v. Review	  subsidiary	  ledger	  for	  John	  Doe	  

i. Accounting	  for	  bank	  fees	  and	  interest	  
i. Bank	  Fees	  



1. A	  lawyer	  may	  deposit	  enough	  of	  his/her	  own	  funds	  to	  cover	  bank	  
charges	  made	  for	  the	  administration	  of	  the	  escrow	  account.	  A	  lot	  of	  
banks	  do	  not	  charge	  fees	  since	  you	  don’t	  keep	  the	  interest.	  

2. Create	  a	  client	  called	  IOLTA	  Bank	  Charges	  and	  deposit	  money	  from	  
operating	  account	  just	  like	  you	  would	  deposit	  money	  into	  the	  IOLTA	  
account	  from	  a	  client.	  	  

3. When	  a	  bank	  charges	  a	  fee,	  you	  then	  use	  the	  same	  client	  name	  to	  show	  
the	  fee.	  	  

ii. Interest	  
1. Create	  a	  client	  called	  VA	  IOLTA	  Interest	  and	  deposit	  money	  for	  interest	  

earned.	  Use	  the	  Trust	  Liability	  Account	  to	  show	  where	  the	  deposit	  is	  
going	  to	  and	  put	  Interest	  earned	  for	  month	  in	  the	  memo	  line.	  

2. When	  the	  interest	  gets	  taken	  out,	  use	  the	  write	  check	  function	  and	  
make	  sure	  to	  use	  the	  same	  client	  called	  VA	  IOLTA	  Interest	  as	  the	  payee.	  
Use	  the	  Trust	  Liability	  Account	  to	  show	  where	  the	  deposit	  is	  going	  to	  
and	  put	  Interest	  paid	  to	  IOLTA	  for	  month.	  

3. Most	  of	  the	  time,	  you	  will	  see	  in	  the	  subsidiary	  ledger	  that	  these	  
transactions	  offset	  each	  other.	  

j. Reconciling	  IOLTA,	  AR	  and	  Trust	  Liability	  Accounts	  to	  comply	  with	  new	  Rule	  1.15	  
requirements.	  

i. Make	  sure	  the	  balance	  per	  the	  IOLTA	  Bank	  Account	  equals	  the	  Trust	  Liability	  
Account.	  

ii. Reconcile	  on	  a	  monthly	  basis.	  	  
iii. VERY	  IMPORTANT	  –	  Password	  protect	  the	  accounting	  file	  for	  the	  prior	  month	  

after	  you	  reconcile	  the	  IOLTA	  and	  Trust	  Liability	  Account.	  	  
1. This	  is	  called	  closing	  the	  books	  and	  is	  a	  QBO	  function.	  This	  can	  prevent	  

you	  from	  erroneously	  changing	  something	  in	  the	  past.	  
5) The	  Top	  3	  Trust	  Accounting	  Errors	  and	  How	  to	  Avoid/Fix	  Them	  to	  avoid	  Rule	  1.15	  Violations	  –	  

15	  minutes	  
a. Individual	  client’s	  ledger	  has	  a	  negative	  balance.	  

i. HOW	  TO	  AVOID	  
1. Make	  sure	  that	  the	  client	  has	  paid	  enough	  in	  the	  IOLTA	  account	  to	  take	  

care	  of	  future	  expenditures.	  	  
2. Closely	  monitor	  subsidiary	  ledger	  for	  clients	  and	  make	  sure	  you	  not	  

overstating	  more	  than	  what	  is	  in	  their	  trust	  account	  on	  invoices	  being	  
sent	  for	  legal	  services.	  	  

ii. HOW	  TO	  FIX	  
1. Replenish	  account	  immediately	  from	  client	  if	  the	  amount	  is	  owed	  to	  the	  

law	  firm.	  
2. Revise	  invoice	  to	  accurately	  reflect	  amount	  left	  in	  the	  trust	  account.	  

There	  should	  be	  an	  amount	  owed	  to	  you	  after	  this	  is	  fixed.	  
b. IOLTA	  Bank	  Account	  doesn’t	  reconcile	  with	  Trust	  Liability	  Account.	  

i. HOW	  TO	  AVOID	  



1. Close	  the	  books	  with	  a	  password	  for	  the	  prior	  month	  to	  you	  don’t	  
erroneous	  go	  in	  the	  past	  month	  and	  change	  something.	  

2. Transfer	  money	  from	  the	  IOLTA	  account	  to	  the	  operating	  account	  as	  
soon	  as	  a	  transaction	  occurs	  that	  requires	  this	  (i.e.	  fees	  earned,	  credit	  
memo,	  etc.)	  

ii. HOW	  TO	  FIX	  
1. Look	  for	  the	  most	  previous	  reconciled	  month	  and	  start	  from	  there	  to	  

find	  out	  where	  the	  error	  may	  have	  arisen.	  	  
2. Audit	  your	  subsidiary	  ledger	  and	  see	  if	  all	  of	  the	  client	  balances	  are	  

correct.	  If	  they	  are,	  then	  you	  can	  either	  take	  out	  money	  from	  the	  IOLTA	  
account	  or	  transfer	  to	  the	  Operating	  account	  or	  vice	  versa.	  

c. Failure	  to	  maintain	  subsidiary	  ledger	  for	  client	  and	  use	  memo	  line	  in	  check	  
disbursements	  and	  invoices.	  

i. HOW	  TO	  AVOID	  
1. Start	  from	  the	  beginning	  using	  QuickBooks,	  develop	  disciplined	  

accounting	  procedures	  and	  use	  customized	  reports	  as	  spoken	  earlier.	  
2. Make	  sure	  to	  use	  consistent	  client	  names.	  Just	  changing	  one	  letter	  in	  a	  

client’s	  name	  could	  make	  you	  have	  two	  subsidiary	  ledgers	  for	  the	  same	  
client.	  

3. Make	  it	  a	  habit	  to	  write	  in	  the	  memo	  line	  the	  purpose	  of	  what	  the	  
transaction	  is	  for	  and	  what	  other	  factual	  information	  needs	  to	  be	  put	  
there	  such	  as	  a	  check	  number.	  

ii. HOW	  TO	  FIX	  
1. Reconcile	  the	  subsidiary	  ledger	  by	  audit	  each	  client	  and	  making	  sure	  

that	  is	  their	  true	  balance.	  
2. If	  you	  have	  two	  clients	  in	  QuickBooks	  that	  relates	  to	  the	  same	  client,	  

you	  can	  Merge	  them	  by	  changing	  one	  of	  them	  to	  the	  same	  name	  as	  the	  
other.	  It	  will	  merge	  all	  of	  their	  data.	  

3. Work	  with	  an	  accounting	  firm	  like	  ours	  that	  works	  with	  law	  firms	  in	  
developing	  customized	  solutions	  that	  are	  compliant	  with	  Rule	  1.15	  

6) Q&A	  –	  15	  minutes	  
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Wendroff & Associates 

Specialized Services 
 

• Full	  Service	  Business	  Accounting	  Firm	  
• Specialize	  in	  Small	  Business	  Accounting,	  Tax	  Planning,	  Outsourced	  
Accounting	  and	  CFO	  Consulting	  

• Individual	  QuickBooks	  Training	  and	  Review	  Services	  
• Customized	  to	  your	  specific	  needs	  
• Prepare	  Financial	  Statements,	  Make	  Adjusting	  Journal	  Entries,	  Accounting	  
System	  Clean	  Up	  and	  Overview	  
• Available	  Monthly,	  Quarterly	  or	  Biannually	  

 
 

Today’s Agenda 
 

 •  Agenda	  for	  Trust	  Accounting	  Using	  QuickBooks	  Online	  Seminar	  
•  Intro	  to	  QBO	  
•  Review	  of	  Trust	  Accounting	  Requirements	  from	  the	  Virginia	  State	  Bar	  
•  Using	  QBO	  to	  Effectively	  Maintain	  Compliance	  with	  Trust	  Accounting	  
•  How	  to	  Avoid/Fix	  the	  Top	  5	  Trust	  Accounting	  Errors	  
•  Open	  Q&A	  Session	  
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QuickBooks Desktop vs. QuickBooks Online 
What’s the difference?  

 
 

QuickBooks	  Online	   QuickBooks	  Desktop	  
Allows	  multiple	  users	  to	  access	  account	  
simultaneously	  from	  different	  locations	  	  
(business	  owners,	  office	  manager/bookkeeper,	  
accountant,	  etc.)	  

Accessible	  without	  internet,	  though	  data	  is	  
limited	  to	  one	  computer.	  	  

More	  seamless	  management,	  is	  updated	  and	  
backed	  up	  automatically	  every	  hour	  and	  stored	  
in	  two	  separate	  hard	  drives.	  	  

No	  monthly	  fee	  	  

Offers	  seamless	  access,	  can	  be	  viewed	  anywhere	  
as	  long	  as	  there	  is	  Internet	  and	  even	  on	  your	  
smart	  phone	  or	  Ipad.	  

QuickBooks	  Desktop	  has	  additional	  
customization	  features	  and	  reporting	  
functionality	  than	  QBO.	  	  
	  

 
 

Virginia State Bar  
Trust Accounting Requirements 

 
 

Rule	  1.6(a)	  
• [a]	  lawyer	  shall	  not	  reveal	  information	  …	  that	  the	  client	  has	  requested	  be	  held	  
inviolate	  or	  the	  disclosure	  of	  which	  would	  be	  embarrassing	  or	  likely	  to	  be	  
detrimental	  to	  the	  client	  

• Rule	  1.6(b)(6)	  
• Lawyer	  may	  reveal	  information	  to	  an	  outside	  agency	  necessary	  for	  …	  
bookkeeping,	  accounting	  …	  provided	  the	  lawyer	  exercises	  due	  care	  in	  the	  
selection	  of	  the	  agency,	  advises	  the	  agency	  that	  the	  information	  must	  be	  kept	  
confidential	  and	  reasonably	  believes	  the	  information	  will	  be	  kept	  confidential.	  

 
 

Virginia State Bar  
Trust Accounting Requirements 

 
 

• In	  addition	  standard	  internet	  security	  such	  as	  encryption,	  password	  protection,	  and	  
firewalls,	  you	  should	  carefully	  examine	  the	  terms	  and	  conditions	  as	  well	  as	  the	  security	  
safeguards	  of	  the	  agency	  you	  intend	  to	  use.	  

• It	  is	  reasonable	  to	  believe	  that	  your	  client’s	  trust	  accounting	  information	  will	  be	  kept	  
confidential	  using	  QB	  Online	  because:	  

• QBO	  Data	  encryption	  technology	  is	  identical	  to	  technology	  used	  by	  world’s	  top	  
banks.	  
• Data	  is	  located	  in	  Intuit’s	  data	  center,	  which	  is	  monitored	  24/7/365.	  
• Information	  access	  can	  be	  regulated	  by	  attorney	  through	  password	  protection	  and	  
access	  to	  work	  on	  or	  view	  information.	  	  
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Costs and Fees 
QuickBooks Online 

 
 

•  QuickBooks	  Online	  -‐	  Three	  Platforms	  	  
•  Simple	  Start	  –	  Create	  invoices,	  checks,	  basic	  financial	  reports.	  

•  $12.95/Month	  	  

•  Online	  Essentials	  –	  Does	  what	  Simple	  Start	  does,	  download	  bank	  and	  
credit	  card	  transactions	  and	  provides	  more	  reporting.	  
•  $26.95/Month	  	  

•  Online	  Plus	  –	  Does	  what	  Online	  Essentials	  does,	  plus	  has	  inventory	  
management,	  time	  tracking	  and	  budgets.	  
•  $39.95/Month	  	  

 
 

Costs and Fees 
QuickBooks Desktop 

 
 

•  QuickBooks	  Desktop	  –	  Two	  Most	  Common	  Platforms	  
•  QuickBooks	  Pro	  -‐	  Create	  invoices,	  checks,	  financial	  reports,	  can	  attach	  

external	  documents	  (PDF,	  Word,	  etc.)	  to	  file	  and	  downloads	  bank	  and	  
credit	  card	  transactions.	  	  
•  $151	  (amazon.com)	  

•  QuickBooks	  Premier	  (Industry	  Focused)	  –	  Similar	  to	  QB	  Pro,	  also	  	  
provides	  more	  industry	  focused	  reports	  (i.e.	  General	  Business,	  Contractor,	  
Retail,	  Nonprofit,	  etc.),	  job	  costing,	  and	  allows	  you	  to	  track	  time	  and	  
expenses	  by	  employee,	  project,	  client	  or	  service	  &	  create	  an	  invoice	  
•  $252	  (amazon.com)	  

 
 

Costs and Fees 
Other Considerations …  

 
 •  You	  should	  update	  QB	  Desktop	  every	  3	  years	  since	  phone	  

assistance	  is	  not	  supported	  for	  software	  older	  than	  3	  years	  and	  
there	  updates	  that	  usually	  enhances	  the	  software	  capabilities.	  	  

•  WendroffCPA	  is	  a	  QuickBooks	  Pro-‐Advisor	  and	  we	  can	  get	  you	  a	  
20%	  discount	  off	  QBO.	  
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Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15	  –	  Safekeeping	  Property	  
• In	  2011,	  there	  were	  Amendments	  to	  the	  original	  Rule	  1.15	  adopted	  
January	  1,	  2000,	  but	  the	  rule	  remains	  largely	  the	  same.	  To	  make	  the	  
rule	  more	  easily	  understood,	  the	  rule’s	  language	  was	  simplified	  and	  
the	  portions	  regarding	  the	  Financial	  Institutions	  duties	  were	  redacted	  
and	  instead	  incorporated	  into	  the	  Trust	  Account	  Notification	  
Agreement.	  	  

 
 

Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15	  overview	  continued	  …	  	  
• Section	  (a)	  of	  Rule	  1.15	  discusses	  the	  how	  lawyers	  or	  law	  firms	  who	  receive	  
funds	  or	  hold	  funds	  on	  behalf	  of	  another	  should	  properly	  store	  the	  funds.	  	  

• Section	  mandates	  that	  a	  trust	  account	  at	  a	  financial	  institution	  
approved	  by	  the	  Virginia	  State	  Bar	  or	  safe	  deposit	  box	  be	  used.	  	  	  

• A	  2011-‐2012	  Proposed	  Virginia	  Rule	  Change	  would	  add	  language	  to	  
clarify	  that	  all	  funds	  held	  by	  a	  lawyer	  on	  behalf	  of	  others	  must	  be	  held	  in	  
a	  trust	  account,	  while	  other	  property	  should	  be	  held	  in	  a	  safe	  deposit	  box	  
or	  other	  place	  of	  safekeeping.	  	  

 
 

Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15	  overview	  continued	  …	  	  
• The	  only	  funds	  that	  a	  lawyer	  or	  law	  firm	  can	  deposit	  along	  with	  funds	  
held	  or	  received	  for	  another	  are	  funds	  to	  pay	  charges	  or	  fees	  of	  the	  
financial	  institution	  or	  funds	  for	  which	  ownership	  is	  currently	  in	  dispute	  
(could	  be	  between	  the	  lawyer	  and	  the	  client).	  	  

• Once	  the	  dispute	  is	  resolved,	  if	  funds	  were	  awarded	  to	  the	  lawyer,	  the	  
lawyer	  should	  remove	  those	  funds	  from	  the	  other	  stored	  funds	  as	  soon	  as	  
possible.	  	  
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Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15(b)	  -‐	  5	  duties	  for	  safekeeping	  property	  	  
1	  -‐	  The	  lawyer	  should	  notify	  the	  client	  that	  the	  lawyer	  has	  the	  property	  in	  the	  
lawyer’s	  possession.	  	  
	  
2.	  Next,	  the	  lawyer	  should	  identify	  and	  label	  the	  property	  so	  that	  it	  is	  not	  
confused	  with	  others’	  property.	  	  
	  
3.	  Third,	  the	  lawyer	  should	  keep	  a	  record	  of	  all	  of	  the	  property	  being	  held	  by	  
the	  lawyer	  and	  should	  give	  each	  client	  accountings	  so	  that	  they	  are	  aware	  of	  
the	  status	  of	  their	  property.	  

 
 

Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15(b)	  -‐	  5	  duties	  for	  safekeeping	  property	  continued	  …	  
4.	  If	  the	  client	  is	  entitled	  to	  receive	  the	  property	  and	  requests	  that	  it	  be	  
returned,	  a	  lawyer	  should	  promptly	  return	  the	  property.	  	  
	  
5.	  A	  lawyer	  should	  never	  disburse	  funds	  or	  use	  property	  of	  a	  client	  or	  third	  
party	  without	  their	  consent,	  unless	  they’ve	  been	  directed	  to	  do	  so	  by	  a	  
tribunal.	  	  

 
 

Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15(c)	  –	  Record	  keeping	  requirements	  	  
• Subsection	  1	  requires	  that	  a	  lawyer	  keep	  cash	  receipts	  and	  disbursements	  
journals	  for	  each	  trust	  and	  lays	  out	  the	  requirements	  for	  recording	  each	  
transaction.	  	  

• Subsection	  2	  requires	  a	  lawyer	  to	  keep	  a	  subsidiary	  ledger	  that	  contains	  a	  
separate	  entry	  for	  each	  person	  or	  entity	  from	  whom	  money	  was	  received,	  
with	  specific	  information,	  which	  is	  detailed	  in	  Subsection	  2,	  recorded	  in	  each	  
entry.	  	  
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Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Subsection	  2	  Requirements	  	  
• A	  subsidiary	  ledger	  containing	  a	  separate	  entry	  for	  each	  client,	  other	  person,	  
or	  entity	  from	  whom	  money	  has	  been	  received	  in	  trust.	  The	  ledger	  should	  
clearly	  identify:	  	  

• The	  client	  or	  matter,	  including	  the	  date	  of	  the	  transaction	  and	  the	  payor	  
or	  payee	  and	  the	  means	  or	  methods	  by	  which	  trust	  funds	  were	  received,	  
disbursed	  or	  transferred;	  and	  …	  	  	  

• Any	  unexpended	  balance.	  	  

 
 

Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15(c)	  –	  Record	  keeping	  requirements	  continued	  …	  	  
• Subsection	  3	  discusses	  the	  requirements	  for	  lawyers	  who	  hold	  property	  as	  a	  
fiduciary,	  including	  an	  annual	  summary	  of	  all	  receipts	  and	  disbursements	  
and	  changes	  in	  assets.	  	  

• Finally,	  Subsection	  4	  dictates	  that	  all	  records	  should	  be	  held	  for	  5	  calendar	  
years	  after	  the	  termination	  of	  the	  representation	  or	  fiduciary	  responsibility.	  

 
 

Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15(d)	  
• Incorporates	  all	  of	  the	  rules	  from	  Sections	  (a)-‐(c),	  but	  adds	  minimum	  
procedures	  dealing	  specifically	  with	  Trust	  Accounts,	  such	  as	  insufficient	  fund	  
check	  reporting,	  depositing	  trust	  funds	  intact,	  monthly	  and	  quarterly	  
reconciliations,	  and	  a	  requirement	  that	  adequate	  records	  and	  explanations	  
be	  given	  to	  support	  trust	  fund	  receipts	  and	  disbursements.	  	  
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Virginia State Bar 
Rule 1.15 Requirements  

 
 

• Rule	  1.15	  –	  Bottom	  Line:	  
• Keep	  track	  of	  each	  client’s	  funds	  in	  a	  trust	  account.	  	  

• Create	  a	  separate	  ledger	  for	  each	  client	  that	  shows	  money	  coming	  in	  and	  
money	  going	  out	  as	  well	  as	  the	  purpose	  of	  the	  matter.	  	  

• When	  the	  legal	  service	  has	  been	  provided	  and/or	  the	  matter	  is	  closed,	  
then	  the	  funds	  need	  to	  get	  out	  of	  the	  trust	  account.	  	  

• The	  trust	  account	  needs	  to	  be	  reconciled	  against	  the	  total	  of	  the	  subsidiary	  
ledgers	  on	  a	  monthly	  or	  quarterly	  basis.	  	  
	  

 
 

Maintaining Trust Accounting 
Compliance Using QuickBooks Online  

 
 • Agenda:	  

• QBO	  Interface	  Basics	  
• Setting	  up	  specialized	  accounts	  

• Chart	  of	  Accounts	  and	  Items	  
• Creating	  memorized	  reports	  to	  comply	  with	  new	  Rule	  1.15	  requirements	  
• Specialized	  invoicing	  and	  writing	  checks	  to	  organizations	  on	  client	  behalf	  
• Crediting	  invoices	  and	  refund	  clients	  
• IOLTA	  transfer	  to	  operating	  bank	  account	  (Rule	  1.15)	  
• Accounting	  for	  bank	  fees	  and	  interest	  
• Reconciling	  IOLTA,	  AR	  and	  Trust	  Liability	  Accounts	  (Rule	  1.15)	  

	  

 
 

Top 3 Trust Accounting Errors 
How to Avoid and Fix …  

 
 

• Error	  #	  1:	  Individual	  client’s	  ledger	  has	  a	  negative	  balance	  
• How	  to	  Avoid	  

• Make	  sure	  that	  the	  client	  has	  paid	  enough	  in	  the	  IOLTA	  account	  to	  satisfy	  
future	  expenditures.	  	  
• Closely	  monitor	  subsidiary	  ledger	  for	  clients	  and	  don’t	  overstate	  what	  is	  
available	  in	  trust	  account	  on	  invoices	  sent	  for	  legal	  services	  

• How	  to	  Fix:	  
• If	  amount	  is	  owed	  to	  law	  firm,	  replenish	  account	  immediately	  from	  client	  
• Revise	  invoice	  to	  accurately	  reflect	  amount	  left	  in	  the	  trust	  account.	  	  

• There	  should	  be	  an	  amount	  owed	  to	  you	  after	  this	  is	  fixed.	  	  
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Top 3 Trust Accounting Errors 
How to Avoid and Fix …  

 
 

• Error	  #	  2:	  IOLTA	  Bank	  Account	  doesn’t	  reconcile	  with	  the	  Trust	  
Liability	  Account	  

• How	  to	  Avoid	  
• Close	  the	  books	  with	  password	  for	  the	  prior	  month	  to	  accidental/erroneous	  
edit	  of	  prior	  month.	  	  
• Transfer	  money	  from	  the	  IOLTA	  account	  to	  the	  operating	  account	  as	  soon	  
as	  a	  transaction	  requiring	  transfer	  occurs	  (ie.	  Fees	  earned,	  credit	  memo,	  ect.)	  

• How	  to	  Fix:	  
• Review	  previous	  reconciled	  month	  to	  discover	  where	  error	  occurred.	  	  
• Audit	  subsidiary	  ledger	  to	  see	  if	  client	  balances	  are	  correct.	  	  

• If	  correct,	  either	  take	  out	  money	  from	  the	  IOLTA	  account	  to	  transfer	  
to	  operating	  account	  or	  vice	  versa.	  	  

 
 

Top 3 Trust Accounting Errors 
How to Avoid and Fix …  

 
 

• Error	  #	  3:	  Failure	  to	  maintain	  subsidiary	  client	  ledger	  and	  use	  
memo	  line	  in	  check	  disbursements	  and	  invoices	  

• How	  to	  Avoid	  
• Start	  at	  the	  beginning	  using	  QBO,	  develop	  disciplined	  account	  procedures	  
and	  use	  customized	  reports.	  	  
• Use	  consistent	  client	  names	  (changing	  one	  letter	  in	  a	  client’s	  name	  could	  
create	  two	  subsidiary	  ledgers	  for	  the	  same	  client.	  	  
• Make	  a	  habit	  to	  write	  in	  the	  memo	  line	  the	  purpose	  of	  each	  transaction.	  	  

• Include	  other	  factual	  information	  there	  such	  as	  check	  number.	  	  

 
 

Top 3 Trust Accounting Errors 
How to Avoid and Fix …  

 
 

• Error	  #	  3:	  Failure	  to	  maintain	  subsidiary	  client	  ledger	  and	  use	  
memo	  line	  in	  check	  disbursements	  and	  invoices	  continued	  …	  	  

• How	  to	  Fix	  
• Reconcile	  the	  subsidiary	  ledger	  by	  auditing	  each	  client	  and	  making	  sure	  
that	  is	  their	  true	  balance.	  	  
• If	  you	  have	  two	  clients	  in	  QBO	  that	  relate	  to	  the	  same	  client,	  you	  can	  merge	  
them	  by	  changing	  creating	  one	  client	  name.	  It	  will	  merge	  all	  data.	  	  
• Work	  with	  an	  accounting	  firm	  that	  specializing	  in	  working	  with	  trust	  
accounting	  and	  law	  firms	  to	  develop	  a	  customized	  solution	  that	  is	  compliant	  
with	  Rule	  1.15.	  	  

• WendroffCPA	  specializes	  in	  this	  type	  of	  accounting	  and	  setup.	  	  
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