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PERSONAL – THE IMPORTANT STUFF FIRST 

Married to Martha for 20+ wonderful years and full-time father of three great boys as homework helper, 
standardize test reviewer, driver to practices, bleacher warmer, and ready to provide rarely asked for dating and life 
lesson advice (which is rarely well received.) 

 
AREAS OF PRACTICE 

Complex property divorces and complicated child custody cases. Protection of separate property and pursuit 
of reimbursement claims through tracing. Grandparent and third-party conservatorship claims, as well as interstate 
jurisdiction and international compact child custody issues. 
 
LECTURER & AUTHOR (selected) 

Important Provisions to be Included in SAPCR - College of the State Bar, Summer School - 2014 
Guardianship and the Divorce Client - SBOT Marriage Dissolution - 2014 
Inventory & Appraisement - SBOT Marriage Dissolution 101 - 2013 
Child Support: Contractual and Statutory - SBOT Marriage Dissolution - 2012 
Parentage and Paternity Fraud - Smith County Bar Assoc., Family Law Section - 2012 
Top Ten Things Every Lawyer Should Know: Family Law - Smith County Bar Association –2012 
Post-Divorce Medial Benefits - Pro Bono Project, SBOT – Moderator and Speaker – 2012 
Child Support –Statutory and Contractual - Marriage Dissolution -  2012 
Domestic Violence Panel – Moderator – Marriage Dissolution –2009 
Child Support and the Failing Economy - Parent-Child Relationships - Critical Thinking on Critical 
Issues – UT CLE – 2009 
Getting It In & Keeping It Out – A Mini-Guide to Evidence in the Family Law (Speaker only) Pro 
Bono Project - SBOT – 2008 
Economic & Physical Torts: Proving Waste and Fraud for a Disproportionate Division Marriage 
Dissolution – SBOT – 2008 
Ethics: Paralegal & You Marriage Dissolution Boot Camp – State Bar of Texas – 2007 
ECONOMIC Contribution and Valuation - Texas Center for the Judiciary –– 2007  

  
PROFESSIONAL ASSOCIATIONS AND POSITIONS 

Family Law – Texas Board of Legal Specialization – 2001 to present 
Family Law Council – SBOT Family Law Division – 2011 - present 
State Bar of Texas Grievance Committee – Past Member and Prior Chairman of District 2A 

 Texas Pattern Jury Charge Committee – Family – 2001 to 2009 
 Texas Family Law Practice Manual Formbook Committee – 2006-2008 
 Texas Academy Family Law Specialist – Prior Board of Director; Member - 2001 to present 
 Texas Bar Foundation – Fellow 
 Texas Family Law Foundation – Lifetime Sustaining Member 
 Smith County Bar Association; Prior President and other offices 
 Smith County Bar Foundation; Prior President and prior Board of Director 
 

There is other stuff; it is immaterial for now; enjoy the speech… 
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HANDLING CLIENT FUNDS, TRUST 
ACCOUNTS AND IOLTA   
 
I. INTRODUCTION 

A new client hires you for representation, you 
agree on type of work and fee and she writes you a 
check. What do you do with the money? Well… that is 
the question, now isn’t it? And the lawyer answer is, it 
depends. 

The answer truly depends upon what type of 
representation, what amount, what term of 
employment, one time or ongoing items, individual 
client or multiple clients. Each of these to a varying 
decree determines where and how you deposit the 
funds and the accounting that will be needed – now 
and potentially continuing in the future. But don’t 
worry. There are LOTS of resources about how to do it 
correctly and the options best for you and your client. 

This article will address the procedures (and some 
policy) as to what is needed to protect client funds; 
what steps are necessary to create an accounting of the 
fund and which duties you have as a fiduciary of the 
client funds. And make no mistake, you are a fiduciary. 
Treat it as such and err on the side of caution.  

As this article is written for a family law seminar, 
it will lean toward the day to day activities that come 
within that practice area. But regardless of the scope of 
representation, the rules covering IOLTA and for 
accounting for client funds are the same. And those 
rules are outlined in multiple locations. You need not 
be afraid to ask for guidance.  

 
II. RESOURCES GALORE 

Your wonderful State Bar, www.texasbar.com, 
has multiple published articles to help you properly 
handle client money, to understand the accounts, 
guidelines to help you decide which account is needed 
as well as instructions on the setup for your individual 
practice. A very recent resource (recent as in April, 
2014) attached as Appendix 1 covers trust accounts 
and provides a thorough overview of trust accounts and 
IOLTA for Texas lawyers. 

Additionally, the Texas Young Lawyer’s 
Association, www.tyla.org, has significant resources 
online and in print to assist in creating and properly 
maintaining your practice’s accounts. There is no need 
to be a “young lawyer” to utilize TYLA resources. 

In a nutshell, The Texas Access to Justice 
Foundation (TAJF or Foundation) administers the 
interests generated from Interest on Lawyers’ Trust 
Accounts (IOLTA) and the Texas Access to Justice 
Commission (TAJC, or Commission) attempts to 
increase contributions and funding for the equal access 
to the rule of law. 

TAJF describes itself as follows: 

The Texas Access to Justice Foundation is the 
leading funder of legal aid in Texas. The 
organization is committed to the vision that all 
Texans will have equal access to justice, 
regardless of their income. 

The Foundation, a 501(c)(3) nonprofit 
organization, was created by the Supreme Court 
of Texas in 1984 to administer the newly 
implemented Interest on Lawyers’ Trust Accounts 
(IOLTA) Program. Since then, TAJF has 
diversified its funding sources to include public 
funding and private donations. 

The Foundation grants millions of dollars per 
year to approximately 40 organizations statewide 
that provide free civil legal assistance to low-
income Texans. With TAJF grants, legal aid 
organizations provide free legal assistance in civil 
matters, such as protection from domestic 
violence and assistance with housing issues, to 
more than 100,000 low-income Texans each year.   

 
TAJC describes itself as follows:  

 
In 2001, the Supreme Court of Texas, with the 

support of the State Bar of Texas and civil legal 
services providers, created the Texas Access to 
Justice Commission to address the wide disparity 
in opportunities for low-income individuals to 
gain access to justice.  

The Commission is comprised of members 
from the law, education, public service and non-
profit sectors. The Commission organizes its 
initiatives and projects through committees and 
task forces, which explore ways to improve access 
to civil justice for low-income Texans. 

Our efforts are focused on the following 
goals: 

 
- Securing stable funding for legal service 

providers 
- Addressing policy issues affecting access to 

justice 
- Raising awareness and providing education on 

access to justice issues 
- Expanding pro bono efforts 
- Advancing technology initiatives to ensure 

delivery of legal services 
-  Helping self-represented litigants who are unable 

to obtain a legal aid or pro bono lawyer 
 

Part of the oral presentation will briefly cover these 
entities’ relationship with each other, but for purposes 
of the paper, the above suffices and BOTH TAJF and 
TAJC offer wonderful information on how the attorney 
may easily comply with the appropriate rules and 
procedures. 

http://www.texasbar.com/
http://www.tyla.org/
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See Section VII below for FAQs from both 
entities websites. 

 
III. THE DIFFERENCE BETWEEN TRUST AND 

IOLTA ACCOUNTS 
Many times lawyers use the term trust account 

and/or IOLTA account interchangeably with the 
wholesome intent to be accurate. They are different 
accounts with different requirements and different 
uses. Both accounts operate basically the same – being 
substantially a bank account you control that contains 
other people’s monies (and both carry fiduciary 
responsibilities.) The interest within the typical trust 
account stays with the deposits. But an IOLTA account 
varies  in that the interest from the IOLTA account is 
utilized by a nonprofit organization (TAJF) for funding 
legal services to the poor. You don’t see the interest 
and you don’t have access to it. 

 
A. Trust Accounts 

Attorneys routinely receive client funds, such as 
unearned fees or settlements, which they place in 
financial institutions. Since the funds are being held for 
the benefit of the client, attorneys must place these 
funds in an account separate from their general 
operating account or any personal account – the trust 
account. 

A lawyer’s trust account (and Black’s Law 
Dictionary describes trust, and its variations, for five 
complete pages) is what we as well as the public 
thinks of as the generic lawyer’s account – a bank 
account  in the lawyer’s name that holds clients’ 
funds. Our clients provide us, their lawyer, money (of 
which we may not have a claim to, yet…) and we 
place it into a trust account for their benefit. Once we 
know how to distribute it, we do so and provide an 
accounting of its use. This distribution is either to 
ourselves for fees or expenses, to a third party or even 
back to the client. 

If the client funds will generate interest income 
sufficient to offset the expense of investing them in a 
separate account for the client (large sums of money or 
funds to be held for a long period of time), the attorney 
should invest the funds for the client.  An example 
would be funds from sale of real estate of which the 
competing parties have not determined how to divide. 

Taking the old trust account operations and trying 
to do well by the public, the Supreme Court of Texas 
set up the Interest on Lawyers’ Trust Accounts 
(IOLTA) Program in 1984 to allow attorneys to pool 
short-term and nominal deposits into one account with 
the interest paid to the Texas Access to Justice 
Foundation. The IOLTA account overtook the ‘old’ 
typical trust account that lawyers maintained for many 
years. 

 

B. IOLTA Accounts 
In 1984, the Supreme Court of Texas established a 

mechanism for funding legal aid for low-income 
Texans by collecting interest on client trust accounts.  
(All fifty states and the District of Columbia have 
approved IOLTA programs. In Australia and Canada, 
where the IOLTA concept originated, the programs 
have been operating since the 1960s.) Through the 
Texas Interest on Lawyers’ Trust Accounts Program, 
attorneys voluntarily pooled the interest earned on trust 
accounts to provide civil legal services to the poor. The 
same year, the Court created the Texas Access to 
Justice Foundation, a nonprofit corporation, to 
administer the program, including the collection and 
granting of IOLTA funds. 

In 1989, participation in the IOLTA Program 
became mandatory for Texas attorneys. The program 
in Texas currently generates millions yearly without 
taxing the public and at no cost to lawyers or their 
clients. Only client funds that are nominal or held for a 
short period of time may be deposited into IOLTA 
accounts. 

The interest on the IOLTA accounts is remitted to 
the Foundation, which grants the money to nonprofit 
organizations that provide free civil aid to low-income 
Texans. 

The Rules Governing the Operation of the Texas 
Access to Justice Foundation, adopted by the Supreme 
Court of Texas in 1988, prohibit the use of IOLTA 
funds to directly fund class action suits, lawsuits 
against governmental entities, or lobbying for or 
against political candidates or issues. 

An IOLTA account is an interest-bearing 
checking account that an attorney or law firm 
maintains for client funds nominal in amount or held 
for a short period of time. The account is a demand 
account established in the name of the attorney or law 
firm. The account is often referred to as a client trust 
account – ergo some confusion by lawyers and non-
lawyers on terminology. 

In the Rules Governing the Operation of the Texas 
Access to Justice Foundation, Rule 4 states:  Deposit of 
Certain Client Funds. 

 
An attorney licensed by the Supreme 

Court of Texas, receiving in the course of the 
practice of law in this state, client funds that 
are nominal in amount or are reasonably 
anticipated to be held for a short period of 
time, must establish and maintain a separate 
interest or dividend-bearing insured 
depository trust account at an eligible 
institution and deposit such funds in the 
account. “Interest or dividend-bearing 
insured depository trust account” means a 
federally insured checking account or 
investment product, including a daily 
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financial institution repurchase agreement or 
a money market fund at an eligible institution 
as defined in Rule (7). A daily financial 
institution repurchase agreement must be 
fully collateralized by, and an open-end 
money market fund must consist solely of 
United States Government Securities. A daily 
financial institution repurchase agreement 
may be established only with an eligible 
institution that is deemed to be “well 
capitalized” or “adequately capitalized” as 
defined by applicable federal statutes and 
regulations. An open-end money market fund 
must hold itself out as a money market fund 
as defined by applicable federal statutes and 
regulations under the Investment Company 
Act of 1940 and have total assets of at least 
$250,000,000. 

The funds covered by this rule shall be 
subject to withdrawal upon request and 
without delay. All IOLTA-eligible client 
funds may be deposited in a single 
unsegregated account. 

 
Attorneys who practice in a law firm or for a 
professional corporation may utilize the interest-
bearing trust account of such firm or corporation to 
comply with Rule 4. No funds belonging to the 
attorney or law firm, except funds reasonably sufficient 
to pay for fees or obtain a waiver of fees or to keep the 
account open, may be deposited in such an account. 
The interest earned on the account shall be paid in 
accordance with and used for the purposes set forth in 
these Rules. 

The Foundation will hold the entire beneficial 
interest in the interest earned. Funds to be deposited 
under these Rules shall not include those funds 
evidenced by a financial institution instrument, such as 
a draft, until the instrument is fully credited to the 
financial institution in which the account is maintained. 
The term "draft" as herein used is defined in Section 
3.104 (b) (1) of the Texas Business and Commerce 
Code. A draft or similar instrument need not be treated 
as a collected item unless it is the type of instrument 
which the financial institution generally treats as a 
collected item. Nothing in this or any other of these 
Rules prohibits the deposit of client funds into a 
general account or changes the legal relationship 
between depositor and financial institution from that 
established by contract or by applicable state and 
federal law. 

 
IV. CONTINUED COMPLIANCE FOR IOLTA 

ACCOUNTS 
The State Bar of Texas membership dues 

statement is used to confirm your compliance with the 
IOLTA Rules.  By paying your bar dues, you certify 

that you have verified and updated, if necessary, your 
IOLTA information and are in compliance with 
IOLTA.  

 You must annually verify the information and 
identify any of the below changes: 

 
•  Closing your IOLTA account (a closure form is 

required) 
•  Opening a new IOLTA account (a notice form is 

required when opening a new account) 
•  Indicate that an attorney is no longer with the firm 

listed 
•  Indicate that the attorney is with a different firm 

listed than the one listed 
 

All attorneys must verify that their IOLTA information 
is correct and up-to-date before certifying their 
compliance – this may be done online. 

To verify or update your IOLTA account status, 
log-in to either: 

Attorneys needing to verify or change their 
IOLTA account information should go to 
http://compliance.teajf.org/attorney/login.aspx 

Firms (with 7 or more attorneys) needing to 
manage its IOLTA account information (add or delete 
attorneys) should go to:  
http://compliance.teajf.org/firm/login.aspx 

 
V. OTHER ACCOUNTS FOR OPERATING A 

LAW PRACTICE 
In addition to the trust account or IOLTA account 

necessary for an ongoing practice, many lawyers carry 
at least one additional account.  An operating account 
or general account is the most common wherein day to 
day expenses are paid. The expenses from utilities, to 
rent, to postage meter, to copier rentals, and computer 
purchases come from this account. And it should be 
funded by the occasionally, and best regularly 
scheduled, transfer from the IOLTA account for your 
attorney fess earned. 

Separately a payroll account may be maintained to 
keep track of the unique tax requirements for payroll 
taxes and withholdings. Many accounting programs 
have dedicated add-ons for payroll purposes. This is 
important in that tax laws change occasionally and 
error in the account is severely punished. The proper 
mechanism for payroll accounts is outside this paper – 
speak with a CPA. But generally, you will run a 
scheduled payroll, determine what is needed for that 
period, transfer funds from the operating account into 
the payroll account and write payroll checks. Then you 
will immediately write employer tax checks and 
withholding allowances to the dear Uncle Sam.  Do not 
mess with the payroll account – use it solely for the 
designated purposes. 

 

http://compliance.teajf.org/firm/login.aspx
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VI. CLIENT FUNDS DISTRIBUTION 
STATEMENTS 
In addition to you keeping accurate records of 

what deposits are made and the withdrawals of the 
accounts, it is imperative that the client understand, via 
written reports or statements, of how her funds were 
utilized. This is done by your billing program, 
whichever you utilize, and should sync or easily 
transfer data to your tax preparer. 

Client funds that are maintained and distributed 
need not follow any special format. The single item it 
must be is specific. If it is specific, it will be clear. If it 
is specific, it will be accurate. If it is specific, it will be 
harder to argue about.  

This specificity will include the date of receipt, 
from whom and the amount. Then the date of 
distributions, the check number, the amount, the payee 
and the purpose. The who, what, why, where, when 
and how must be answered by every single transaction 
on the distribution sheet. 

 
VII. FAQS – ATTORNEYS 

The below are appropriate FAQs from the TAJF 
and TAJC websites that cover some common issues. 

 
Q: What are attorneys’ responsibilities under the 

IOLTA rules if they do not handle client trust 
funds? 

A:  Licensed attorneys in Texas who do NOT handle 
client trust funds are not required to establish an 
IOLTA account. However, such attorneys are 
required to advise the Texas Access to Justice 
Foundation during the annual IOLTA compliance 
process that they do not handle client trust funds. 

 
Q:  Where do attorneys deposit client trust funds that 

do not meet the short-term or nominal fund 
requirements of IOLTA? 

A:  Client trust funds that do not meet the nominal or 
short-term fund requirements of an IOLTA 
account should be deposited in a separate demand 
account to earn interest for the benefit of that 
client. The attorney must use that client’s tax I.D. 
number instead of the Foundation’s tax I.D. 

 
Q:  Do attorneys have to pay for service charges on 

IOLTA accounts? 
A:  Allowable reasonable fees are the only fees and 

service charges that may be deducted by an 
eligible institution from interest earned on an 
IOLTA account. Allowable reasonable fees may 
be deducted from interest or dividends on an 
IOLTA account only at the rates and in 
accordance with the customary practices of the 
eligible institution for non-IOLTA customers. No 
fees or service charges other than allowable 
reasonable fees may be assessed against the 

accrued interest or dividends on an IOLTA 
account. Any fees and service charges other than 
allowable reasonable fees shall be the sole 
responsibility of, and may only be charged to, the 
attorney or law firm maintaining the IOLTA 
account. 

 
Q:  Does the IOLTA program pay for the checks, 

deposit slips and other related fees on the client 
trust accounts? 

A:  No. The Foundation will pay reasonable service 
charges on the IOLTA account. However, the 
Foundation does not pay for checks, wire 
transfers or other business expenses associated 
with the account. 

 
Q:  What do attorneys or law firms have to do to open 

an IOLTA account? 
A:  The attorney or law firm must take the IOLTA 

Notice to Financial Institution to the financial 
institution in which the IOLTA account will be 
opened. This form instructs the financial 
institution how to establish an IOLTA account. 
Once the account is opened, the financial 
institution must complete the form. The attorney, 
law firm or bank must then mail or fax a copy of 
the completed form to the Texas Access to Justice 
Foundation. 

 
VIII. FAQS – BANKS 

Since your IOLTA account is a regular bank 
account, with special handling and reporting 
provisions, the following FAQs for banks provide 
insight on what the lawyer needs to know. 

 
Q:  Do all attorneys need IOLTA accounts? 
A:  Only attorneys that handle client trust funds that 

are nominal in amount or held for a short time are 
required to establish IOLTA accounts. Licensed 
attorneys in Texas who do NOT handle client trust 
funds are not required to establish an IOLTA 
account. 

 
Q:  Where do attorneys deposit client trust funds that 

do not meet the short-term or nominal fund 
requirements of IOLTA? 

A:  Client trust funds that do not meet the nominal or 
short-term fund requirements of an IOLTA 
account should be deposited in a separate demand 
account to earn interest for the benefit of that 
client. The attorney must use that client’s tax ID # 
instead of the Foundation’s tax ID #. 

 
Q:  How do financial institutions assist attorneys or 

law firms in opening IOLTA accounts? 
A:  The financial institution must complete the IOLTA 

Notice to Financial Institution, which instructs the 
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financial institution how to establish an IOLTA 
account. The attorney, law firm or financial 
institution must then mail or fax a copy of the 
completed form to the Texas Access to Justice 
Foundation. 

 
Q:  Are IOLTA accounts subject to service charges? 

Who pays the services charges? 
A:  Allowable reasonable fees are the only fees and 

service charges that may be deducted by an 
eligible institution from interest earned on an 
IOLTA account. Allowable reasonable fees may 
be deducted from interest or dividends on an 
IOLTA account only at the rates and in 
accordance with the customary practices of the 
eligible institution for non-IOLTA customers. No 
fees or service charges other than allowable 
reasonable fees may be assessed against the 
accrued interest or dividends on an IOLTA 
account. Any fees and service charges other than 
allowable reasonable fees shall be the sole 
responsibility of, and may only be charged to, the 
attorney or law firm maintaining the IOLTA 
account. 

 
Q:  Does the Foundation pay for the checks, deposit 

slips and other related fees on the client trust 
accounts? 

A:  No. Any fees and service charges other than 
allowable reasonable fees shall be the sole 
responsibility of, and may only be charged to, the 
attorney or law firm maintaining the IOLTA 
account. 

 
IX. CONCLUSION 

The long and short is after you set up accounts, it 
is a matter of doing paperwork. Paperwork that is not 
much fun and that doesn’t add to the bottom line, but 
will absolutely destroy the bottom line if done 
improperly. Don’t be afraid of asking for help and 
don’t be afraid of asking how others do their 
accounting. Your bank will help and wants to help to 
keep your business. 

Attached Appendix 1 is a complete and thorough 
explanation on what is needed for trust accounts and 
IOLTA complains. Read it and use it and you will be 
in compliance. 
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r 

to
 h

ol
d 

di
sp

ut
ed

 f
un

ds
 i

n 
a 

tru
st

 
ac

co
un

t u
nt

il 
th

e 
di

sp
ut

e 
ov

er
 w

ho
 is

 e
nt

itl
ed

 to
 re

ce
iv

e 
th

e 
m

on
ey

 
is

 r
es

ol
ve

d.
  

H
er

e 
ag

ai
n,

 a
 w

rit
te

n 
fe

e 
ag

re
em

en
t 

ca
n 

pr
ov

id
e 

a 
re

as
on

ab
le

 a
m

ou
nt

 o
f t

im
e 

fo
r t

he
 c

lie
nt

 to
 d

is
pu

te
 th

e 
la

w
ye

r’
s f

ee
s 

be
fo

re
 th

e 
fe

es
 a

re
 d

ee
m

ed
 e

ar
ne

d.
  

 D
is

bu
rs

em
en

ts
 s

ho
ul

d 
be

 m
ad

e 
pr

om
pt

ly
 o

nc
e 

fu
nd

s 
ha

ve
 b

ee
n 

re
ce

iv
ed

, 
de

po
si

te
d 

in
to

 t
he

 t
ru

st
 a

cc
ou

nt
, 

an
d 

cl
ea

re
d 

th
e 

ba
nk

.  
Th

e 
la

tte
r i

s 
es

pe
ci

al
ly

 im
po

rta
nt

 s
in

ce
 a

 fa
ilu

re
 to

 d
o 

so
 m

ay
 c

au
se

 
th

e 
la

w
ye

r 
fin

an
ci

al
 

an
d 

di
sc

ip
lin

ar
y 

pr
ob

le
m

s. 
In

 
tim

es
 

of
 

ec
on

om
ic

 d
ow

nt
ur

n,
 t

he
 l

aw
ye

r 
fa

ce
s 

a 
hi

gh
er

 r
is

k 
of

 a
cc

ep
tin

g 
ch

ec
ks

, 
m

on
ey

 o
rd

er
s 

or
 o

th
er

 f
in

an
ci

al
 i

ns
tru

m
en

ts
 t

ha
t 

m
ay

 b
e 

co
un

te
rf

ei
t, 

w
rit

te
n 

on
 in

su
ff

ic
ie

nt
 fu

nd
s, 

or
 fo

rg
ed

.51
  I

f t
he

 la
w

ye
r 

su
sp

ec
ts

 a
 fr

au
d,

 h
e 

or
 s

he
 s

ho
ul

d 
no

t h
es

ita
te

 to
 ta

ke
 th

e 
fin

an
ci

al
 

in
st

ru
m

en
t 

to
 t

he
 b

an
k 

fr
om

 w
hi

ch
 i

t 
w

as
 a

lle
ge

dl
y 

is
su

ed
 a

nd
 

ve
rif

y 
its

 a
ut

he
nt

ic
ity

.  
 

 It 
is

 a
ls

o 
pr

ud
en

t 
fo

r 
th

e 
la

w
ye

r 
to

 a
sk

 h
ow

 m
uc

h 
tim

e 
th

e 
ba

nk
 

re
qu

ire
s 

fo
r 

lo
ca

l, 
in

-s
ta

te
, a

nd
 o

ut
-o

f-
st

at
e 

ch
ec

ks
, m

on
ey

 o
rd

er
s, 

an
d 

ca
sh

ie
r’

s 
ch

ec
ks

 to
 c

le
ar

 th
e 

pa
yo

r’
s 

ba
nk

.  
Th

e 
pa

yo
r 

is
 th

e 
cl

ie
nt

 o
r 

th
ird

 p
er

so
n 

w
ho

 w
ro

te
 t

he
 c

he
ck

, 
or

 p
ro

vi
de

d 
th

e 
ca

sh
ie

r’
s 

ch
ec

k 
or

 o
th

er
 fi

na
nc

ia
l i

ns
tru

m
en

t. 
 O

nc
e 

th
e 

fu
nd

s 
ha

ve
 

cl
ea

re
d 

th
e 

ba
nk

, t
he

y 
ar

e 
ca

lle
d 

co
lle

ct
ed

 fu
nd

s. 
 It

 is
 im

po
rta

nt
 to

 
di

st
in

gu
is

h 
co

lle
ct

ed
 f

un
ds

 f
ro

m
 a

va
ila

bl
e 

fu
nd

s, 
w

hi
ch

 h
av

e 
no

t 
cl

ea
re

d 
th

e 
ba

nk
 a

nd
 a

re
 s

til
l 

pr
on

e 
to

 c
ha

rg
eb

ac
ks

 t
o 

th
e 

tru
st

 
ac

co
un

t. 
 A

 c
ha

rg
eb

ac
k 

is
 th

e 
am

ou
nt

 o
f m

on
ey

 d
is

bu
rs

ed
 fr

om
 th

e 
tru

st
 a

cc
ou

nt
, 

bu
t 

w
hi

ch
 i

s 
no

t 
av

ai
la

bl
e 

be
ca

us
e 

th
e 

fin
an

ci
al

 
in

st
ru

m
en

t 
ne

ve
r 

cl
ea

re
d 

th
e 

pa
yo

r’
s 

ba
nk

. 
 I

n 
ot

he
r 

w
or

ds
, 

th
e 

la
w

ye
r 

di
d 

no
t 

w
ai

t 
un

til
 t

he
 f

un
ds

 w
er

e 
co

lle
ct

ed
 f

un
ds

 b
ef

or
e 

m
ak

in
g 

a 
di

sb
ur

se
m

en
t. 

 T
he

 b
an

k 
m

ay
 a

dd
 i

ts
 o

w
n 

fe
e 

to
 t

he
 

am
ou

nt
 w

hi
ch

 it
 c

ha
rg

es
 b

ac
k 

to
 th

e 
tru

st
 a

cc
ou

nt
.  

W
ire

 tr
an

sf
er

s 
an

d 
ca

sh
 a

re
 t

he
 o

nl
y 

de
po

si
ts

 w
hi

ch
 a

re
 r

ec
og

ni
ze

d 
as

 c
ol

le
ct

ed
 

fu
nd

s u
po

n 
de

po
si

t. 
 D

is
bu

rs
em

en
ts

, l
ik

e 
de

po
si

ts
, n

ee
d 

to
 b

e 
id

en
tif

ie
d 

as
 to

 th
e 

cl
ie

nt
 o

r 
th

ird
 p

er
so

n 
to

 w
ho

m
 th

e 
pa

ym
en

t i
s 

m
ad

e 
on

 b
eh

al
f 

of
 th

e 
cl

ie
nt

, 
an

d 
re

co
rd

ed
 c

hr
on

ol
og

ic
al

ly
.  

A
 f

ile
 n

um
be

r 
m

ay
 b

e 
us

ed
 in

st
ea

d 
of

 th
e 

cl
ie

nt
’s

 n
am

e.
  T

he
 p

ur
po

se
 o

f t
he

 d
is

bu
rs

em
en

t s
ho

ul
d 

al
so

 
be

 n
ot

ed
.  

If
 th

e 
di

sb
ur

se
m

en
t i

s 
m

ad
e 

by
 s

om
e 

ot
he

r m
ea

ns
 th

an
 a

 
ch

ec
k,

 t
he

 c
he

ck
 r

eg
is

te
r 

(o
r 

th
e 

el
ec

tro
ni

c 
eq

ui
va

le
nt

) 
sh

ou
ld

 
in

di
ca

te
 h

ow
 t

he
 d

is
bu

rs
em

en
t 

w
as

 m
ad

e 
an

d 
in

cl
ud

e 
th

e 
ab

ov
e 

in
fo

rm
at

io
n.

  
Th

e 
pu

rp
os

e 
of

 t
he

se
 n

ot
at

io
ns

 i
s 

to
 c

re
at

e 
a 

pa
pe

r 
tra

il 
to

 fa
ci

lit
at

e 
an

 a
cc

ou
nt

in
g 

of
 th

e 
tru

st
 a

cc
ou

nt
.  

Th
e 

fo
llo

w
in

g 
ex

am
pl

e 
ill

us
tra

te
s a

 d
is

bu
rs

em
en

t w
ith

 th
is

 in
fo

rm
at

io
n.
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 D
is

bu
rs

em
en

ts
 o

n 
be

ha
lf 

of
 a

 c
lie

nt
 s

ho
ul

d 
ne

ve
r 

ex
ce

ed
 t

he
 

am
ou

nt
 o

f 
tru

st
 f

un
ds

 a
va

ila
bl

e 
to

 t
ha

t 
pa

rti
cu

la
r 

cl
ie

nt
.  

 I
t 

go
es

 
w

ith
ou

t s
ay

in
g 

th
at

 th
e 

cl
ie

nt
’s

 tr
us

t a
cc

ou
nt

 c
an

 n
ev

er
 f

al
l b

el
ow

 
ze

ro
!  

If
 it

 d
oe

s, 
th

en
 th

e 
la

w
ye

r i
s 

co
nv

er
tin

g 
on

e 
cl

ie
nt

’s
 fu

nd
s 

to
 

m
ak

e 
di

sb
ur

se
m

en
ts

 f
or

 a
no

th
er

 c
lie

nt
 o

r 
ev

en
 f

or
 h

im
se

lf,
 w

hi
ch

 
m

ay
 le

ad
 to

 fi
na

nc
ia

l, 
di

sc
ip

lin
ar

y,
 a

nd
 c

rim
in

al
 li

ab
ili

ty
.52

   
 In

 a
dd

iti
on

, t
he

 la
w

ye
r s

ho
ul

d 
ne

ve
r w

ri
te

 a
 c

he
ck

 fo
r c

as
h 

fr
om

 th
e 

tr
us

t a
cc

ou
nt

.  
A

ny
 tr

an
sf

er
s 

w
hi

ch
 d

o 
no

t c
re

at
e 

a 
pa

pe
r 

tra
il 

fo
r 

di
sb

ur
se

m
en

ts
 fr

om
 a

 tr
us

t a
cc

ou
nt

 sh
ou

ld
 b

e 
av

oi
de

d.
   

  R
ec

on
ci

le
, r

ec
on

ci
le

, r
ec

on
ci

le
! 

 Ea
ch

 m
on

th
, t

he
 b

an
k 

w
ill

 p
ro

vi
de

 th
e 

la
w

ye
r 

w
ith

 a
 tr

us
t a

cc
ou

nt
 

st
at

em
en

t. 
 T

hi
s 

ba
nk

 s
ta

te
m

en
t n

ee
ds

 to
 b

e 
ba

la
nc

ed
 o

r r
ec

on
ci

le
d 

w
ith

 t
he

 c
he

ck
 r

eg
is

te
r 

fir
st

. 
 T

he
 f

or
m

 t
o 

ba
la

nc
e 

th
e 

ba
nk

 
st

at
em

en
t i

s 
us

ua
lly

 o
n 

th
e 

re
ve

rs
e 

si
de

 if
 th

e 
st

at
em

en
t i

s 
re

ce
iv

ed
 

by
 m

ai
l. 

 O
ne

 w
ay

 to
 a

cc
om

pl
is

h 
re

co
nc

ili
at

io
n 

of
 a

 tr
us

t a
cc

ou
nt

 is
 

to
 u

se
 a

 g
en

er
al

 s
of

tw
ar

e 
pr

og
ra

m
, s

uc
h 

as
 E

xc
el

, t
o 

cr
ea

te
 le

dg
er

s 
an

d 
su

bl
ed

ge
rs

. 
 T

he
re

 a
re

 a
ls

o 
so

ftw
ar

e 
pr

og
ra

m
s 

sp
ec

ifi
ca

lly
 

de
si

gn
ed

 fo
r l

aw
 o

ff
ic

e 
bi

lli
ng

 a
nd

 a
cc

ou
nt

in
g.

   
Ex

am
pl

es
 o

f t
he

se
 

in
cl

ud
e 

Ta
bs

3 
an

d 
PC

 L
aw

, b
ut

 m
an

y 
ot

he
rs

 a
re

 a
va

ila
bl

e,
 to

o.
53

  A
 

la
w

ye
r m

ay
 a

ls
o 

ba
la

nc
e 

hi
s t

ru
st

 a
cc

ou
nt

 m
an

ua
lly

. 
 To

 b
al

an
ce

 a
 t

ru
st

 a
cc

ou
nt

, 
th

e 
IO

LT
A

 c
he

ck
 r

eg
is

te
r 

(o
r 

si
m

ila
r 

el
ec

tro
ni

c 
re

co
rd

) s
ho

ul
d 

in
cl

ud
e 

th
e 

fo
llo

w
in

g 
in

fo
rm

at
io

n:
   

  

 
  If

 th
e 

ac
co

un
t i

s 
an

 in
te

re
st

-b
ea

rin
g 

tru
st

 a
cc

ou
nt

 fo
r o

ne
 p

ar
tic

ul
ar

 
cl

ie
nt

, t
he

n 
th

e 
cl

ie
nt

’s
 n

am
e 

is
 n

ot
 n

ec
es

sa
ry

 o
n 

ea
ch

 d
ep

os
it 

an
d 

di
sb

ur
se

m
en

t. 
 

H
ow

ev
er

, 
th

e 
ch

ec
k 

re
gi

st
er

 
its

el
f 

sh
ou

ld
 

be
 

id
en

tif
ie

d 
as

 t
o 

th
e 

sp
ec

ifi
c 

cl
ie

nt
.  

If
 t

he
 c

he
ck

 r
eg

is
te

r 
do

es
 n

ot
 

ha
ve

 r
oo

m
 t

o 
in

cl
ud

e 
th

e 
ab

ov
e 

in
fo

rm
at

io
n,

 t
he

 l
aw

ye
r 

sh
ou

ld
 

cr
ea

te
 a

 se
pa

ra
te

 tr
us

t a
cc

ou
nt

 le
dg

er
 to

 in
cl

ud
e 

it.
 

 Ea
ch

 c
lie

nt
 s

ho
ul

d 
al

so
 h

av
e 

an
 i

nd
iv

id
ua

l 
le

dg
er

, 
sh

ow
in

g 
th

e 
cl

ie
nt

’s
 

de
po

si
ts

 
an

d 
di

sb
ur

se
m

en
ts

 
w

ith
 

a 
br

ie
f 

de
sc

rip
tio

n.
  

R
ec

or
di

ng
 d

ep
os

its
 a

nd
 d

is
bu

rs
em

en
ts

 o
n 

in
di

vi
du

al
 c

lie
nt

 le
dg

er
s 

sh
ou

ld
 b

e 
do

ne
 c

lo
se

 t
o,

 o
r 

at
 t

he
 s

am
e 

tim
e 

as
 t

he
 e

nt
ry

 i
n 

th
e 

ch
ec

k 
re

gi
st

er
. I

f t
he

 la
w

ye
r h

as
 d

ep
os

ite
d 

hi
s o

w
n 

no
m

in
al

 fu
nd

s t
o 

co
ve

r 
ch

ec
k 

or
de

rs
, 

ba
nk

 f
ee

s, 
or

 c
re

di
t 

ca
rd

 f
ee

s 
w

hi
ch

 w
ill

 b
e 

de
du

ct
ed

 f
ro

m
 t

he
 t

ru
st

 a
cc

ou
nt

, 
th

en
 t

he
 l

aw
ye

r 
sh

ou
ld

 k
ee

p 
an

 
in

di
vi

du
al

 le
dg

er
 fo

r h
im

se
lf.

   
    

11
 

  H
an

dl
in

g 
C

lie
nt

 F
un

ds
, T

ru
st

 A
cc

ou
nt

s a
nd

 IO
L

T
A

 
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
__

__
C

ha
pt

er
 6

7

17



C
lie

nt
 le

dg
er

s a
re

 a
 su

m
m

ar
y 

of
 th

at
 p

ar
tic

ul
ar

 c
lie

nt
’s

 tr
us

t a
cc

ou
nt

 
ba

la
nc

e.
  B

el
ow

 is
 a

n 
ex

am
pl

e 
of

 a
 c

lie
nt

 le
dg

er
. 

  

 
   C

on
se

qu
en

tly
, t

he
 la

w
ye

r 
sh

ou
ld

 b
e 

ab
le

 t
o 

ad
d 

to
ge

th
er

 a
ll 

of
 

th
e 

in
di

vi
du

al
 c

lie
nt

 le
dg

er
s 

(in
cl

ud
in

g 
th

e 
la

w
ye

r’
s 

ow
n 

le
dg

er
 

fo
r 

th
e 

tr
us

t a
cc

ou
nt

), 
an

d 
ob

ta
in

 th
e 

sa
m

e 
to

ta
l d

ol
la

r 
am

ou
nt

 
as

 s
ho

w
n 

on
 t

he
 r

ec
on

ci
le

d 
m

on
th

ly
 b

an
k 

st
at

em
en

t. 
 T

he
 

fo
llo

w
in

g 
ill

us
tra

tio
n 

de
m

on
st

ra
te

s t
hi

s p
rin

ci
pl

e.
 

   
  

 

 If 
th

e 
su

m
 o

f 
th

e 
cl

ie
nt

 l
ed

ge
rs

 d
oe

s 
no

t 
eq

ua
l 

th
e 

re
co

nc
ile

d 
m

on
th

ly
 b

an
k 

st
at

em
en

t 
ba

la
nc

e,
 t

he
 l

aw
ye

r 
ne

ed
s 

to
 r

ev
ie

w
 t

he
 

ch
ec

k 
re

gi
st

er
 (o

r t
ru

st
 a

cc
ou

nt
 le

dg
er

(s
))

 fo
r m

is
ta

ke
s. 

 If
 a

 m
is

ta
ke

 
is

 f
ou

nd
 in

 th
e 

ch
ec

k 
re

gi
st

er
, i

t 
al

so
 n

ee
ds

 to
 b

e 
co

rr
ec

te
d 

in
 th

e 
co

rr
es

po
nd

in
g 

cl
ie

nt
 l

ed
ge

r. 
 O

cc
as

io
na

lly
, 

th
e 

ba
nk

 w
ill

 m
ak

e 
a 
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m
is

ta
ke

. 
 W

he
n 

th
e 

st
at

em
en

t 
an

d 
th

e 
le

dg
er

s 
do

 n
ot

 r
ef

le
ct

 t
he

 
sa

m
e 

ba
la

nc
e,

 it
 m

ea
ns

 th
at

: 

● 
A

 c
lie

nt
 le

dg
er

 m
ay

 h
av

e 
be

en
 fo

rg
ot

te
n 

an
d 

no
t a

dd
ed

; 

● 
A

n 
ac

tiv
ity

 w
as

 n
ot

 p
os

te
d 

in
 t

he
 c

he
ck

 r
eg

is
te

r 
or

 t
o 

th
e 

in
di

vi
du

al
 c

lie
nt

’s
 le

dg
er

; o
r 

● 
A

 m
is

ta
ke

 w
as

 m
ad

e 
in

 a
dd

in
g 

or
 s

ub
tra

ct
in
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Appendix 2 

 Prime Partner Banks 

Allegiance Bank Texas  Houston, Bellaire  
Alliance Bank Central Texas  Waco, Jewitt, Donnie  
Amarillo National Bank  Amarillo, Borger  
American Momentum Bank  Bryan/College Station  
Austin County State Bank  Bellville  
Bank of San Angelo  San Angelo  
Bank of the Ozarks  Dallas area, Texarkana  
Bank of Tyler  Tyler  
Central Bank  Houston  
Citizens Bank  Kilgore, Humble, Bryan/College Stattion  
Commerce National Bank  Bryan/College Station, Austin  
Community Bank of Warren  Warren  
East West Bank  Houston  
Falcon International Bank  Laredo, San Antonio, McAllen, Brownsville  
Fidelity Bank of Texas  Waco, Robinson  
First Community Bank  San Benito, Harlingen, Brownsville  
First Bank & Trust  Lubbock, Wilson, Tahoka  
First Federal Community Bank  Paris, Clarksville, Mount Pleasant  
First-Lockhart National Bank  Lockhart  
First National Bank (Gilmer)  Gilmer, Mount Vernon, Big Sandy, Pittsburg  
First National Bank of Ballinger  Ballinger  
First National Bank of Burleson  Burleson  
First National Bank Southwest  Frisco, Plaso  
First Savings Bank (El Paso)  El Paso  
First State Bank (Ennis)  Ennis, Rice, Italy, Waxahachie  
First State Bank (Paradise)  Paradise, Bridgeport, Chico  
Gladewater National Bank  Gladewater  
Happy State Bank  Amarillo, Lubbock, Happy  
Hondo National Bank  Hondo, Bandera, Uvalde, Leakey  
Horizon Bank  Austin, Holland, Salado  
Huntington State Bank  Huntington, Lufkin, Nacogdoches  
Independence Bank  Houston  
Independent Bank  McKinney, Waco, Georgetown  
LegacyTexas Bank  Plano, Dallas, Fort Worth  

http://www.allegiancebanktexas.com/contact_locations.asp
https://www.abctsecure.com/
http://www.anb.com/
http://www.americanmomentumbanktx.com/b_checking.htm
http://www.acsbank.com/
http://www.bankofsanangelo.com/
http://www.bankoftheozarks.com/
http://www.bankoftyler.com/businesschecking.htm
http://www.centralbankhouston.com/
http://www.citizensbanktx.com/deposit_business.aspx
https://www.commercenb.com/
http://www.huntingtonstatebank.com/
http://www.eastwestbank.com/english/index.asp
http://www.falconbank.com/
http://www.fbot.com/
http://www.fcbweb.net/Commercial-Accounts/Checking
http://www.firstbanklubbock.com/
https://www.1st-fed.com/
http://www.flnbank.com/
http://www.fnbgilmer.net/bizchecking.aspx
http://www.fnbballinger.com/
http://www.firstburleson.com/index.php
http://www.fnsouthwest.com/042/html/en/personal/personal.html
https://www.firstsavingsbanks.com/
http://fsbrice-tx.com/
http://www.fsb-wise-co.com/
http://www.gladewaternational.com/nonInterestAccounts.asp
http://www.happybank.com/
http://www.hondonationalbank.com/
http://www.horizonbanktexas.com/
http://www.huntingtonstatebank.com/
http://www.independencebank.com/
http://www.independent-bank.com/business/checking
http://www.legacytexas.com/
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Lone Star National Bank  Pharr, Brownsville, McAllen  
Lowery Bank  Sugar Land  
Lubbock National Bank  Lubbock  
Neighborhood Credit Union  Dallas area, Waxahachie  
NewFirst National Bank  El Campo. Houston, Rosenberg  
Normangee State Bank  Normangee  
Northstar Bank of Texas  Denton, Grapevine, Lewisville  
PlainsCapital Bank  Statewide  
Preston State Bank  Dallas  
R Bank, Texas  Round Rock, Georgetown, Austin, Bertram  
Sage Capital Bank  Gonzales, New Braunfels, San Marcos  
Santa Anna National Bank  Santa Anna  
Security State Bank  Littlefield  
Share Plus Bank  Plano, Dallas  
Southwestern National Bank  Houston, Plano, Austin  
Spring Hill State Bank  Longview  
Star Bank of Texas  Fort Worth  
Texas Bank  Henderson, Longview, Nacogdoches, Tyler  
Texas Bank Financial  Weatherford  
Texas Exchange Bank  Fort Worth, Crowley  
Texas Security Bank  Dallas. Garland, Farmers Branch  
Texas State Bank  San Angelo  
The National Banks of Central Texas  Gatesville, Killeen, Waco  
Third Coast Bank  Humble, Houston, Beaumont  
Town North Bank  Dallas  
TrustTexas Bank  Cuero, Victoria, Kyle  
Union Square Federal Credit Union  Wichita Falls, Burkburnett  
Union State Bank  Kerrville  
United San Antonio Federal Credit Union  San Antonio, Boerne, Schertz  
Vision Bank Texas  Richardson  
 
 

http://www.lonestarnationalbank.com/
http://www.lowerybank.com/businesschecking.htm
https://www.lubbocknational.com/
https://www.myncu.com/home/home
https://www.newfirst.com/bus_checking.aspx
http://www.normangeestatebank.com/businessbanking.asp
http://www.nstarbank.com/
http://www.plainscapital.com/commercial-banking/commercial-banking/Pages/index.aspx
http://prestonstatebank.com/
https://www.rbanktexas.com/
https://www.sagecapitalbank.com/
http://www.mysanb.com/
http://www.security-state-bank.com/new-accounts.asp
http://www.shareplus.com/default.aspx
https://www.swnbk.com/Home.aspx
http://www.springhillbank.com/
http://www.starbanktexas.com/
http://www.texasbnk.com/
http://www.thebankofweatherford.com/
http://txexbank.com/
http://www.texassecuritybank.com/
http://www.txbank.com/commercialbanking.html
https://www.natlbank.com/
http://www.thirdcoastbankssb.com/busCheck.cfm
http://www.tnbonline.com/
http://www.trusttexasbank.com/
http://www.usfcu.us/
http://www.unionstatebank.net/
http://www.unitedsafcu.org/ASP/home.asp
http://www.visionbanktexas.com/
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