
 

 

Background  

 

In January 2026, State Bar President Katherine Frye announced the creation of a new 

subcommittee of the State Bar Council’s Issues Committee tasked with revising and 

modernizing the Rules of Professional Conduct governing trust accounting. Since the 

adoption of Rule 1.15 in 1997, these rules have undergone minor periodic revisions and 

one major revision in 2016 that added numerous procedural requirements to deter 

and detect theft of funds from lawyer trust accounts; the rule, however, has not been 

comprehensively reviewed.  Matching the State Bar’s renewed educational efforts for 

lawyers on the subject of handling entrusted funds through the Trust Account 

Compliance Program and impacted by feedback from the profession, the Ethics and 

Grievance Committees, and the banking and bookkeeping industry, the 

subcommittee sought to update and streamline procedural requirements for lawyers 

when interacting with and safeguarding entrusted funds and ensure the rules are 

relevant in today’s marketplace, all while prioritizing the protection of the public. 
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Subcommittee Goals 

 Ensure Rule 1.15 protects the public by giving clear, manageable standards for 

interacting with and safeguarding entrusted funds and property.  

 Modernize and streamline Rule 1.15 to ensure that the rules are relevant to the 

consumer marketplace, consistent with the current banking standards, and 

practical for all sizes and types of law firms.  

 



Subcommittee Meetings  
MEETING DATE TOPICS DISCUSSED 

1/21/2026 Raleigh, January Quarterly Meeting  
• Subcommittee created and tasked with revising the 

Trust Accounting Rules 
4/7/2026 Zoom 

• Reviewed current version of Rule 1.15, provided 
research and materials, and discussed the history of 
the trust accounting rules 

• Discussed goals of the subcommittee 
• Reviewed ABA chart of trust account rules by state 

4/22/2026 Raleigh, April Quarterly Meeting 
• Rule 1.15-4  
• Rules 1.15-3(a)-(e)  

6/10/2026 Zoom 
• Rules 1.15-3(f)-(j) 
• Rules 1.15-2(a)-(e)  

7/8/2026 Zoom 
• Rules 1.15-2(f)-(r) 

7/22/2026 Beaufort, July Quarterly Meeting 
• Rules 1.15-2(p), (r) , and (s)  
• Rules 1.15-3(d) and (e)(4)  
• Rule 1.15-4(a)  
• Rule 1.15-1  

8/27/2026 Zoom 
• Rule 1.15-1  
• Revisited Rules 1.15-2(a), (h), (j), and (n)  
• Revisited Rule 1.15-3(b), (c)(2), and (d)  

9/24/2026 Zoom 
• Revisited Rule 1.15-3(c) 
• Comments to Rule 1.15  

 

 

https://www.youtube.com/watch?v=LlSIjpH1K5w
https://www.youtube.com/watch?v=-Yh178Ed5OI&t=3918s
https://www.youtube.com/watch?v=DfZO6_wtAWE&t=1231s
https://www.youtube.com/watch?v=_yK-Q2MoWM4
https://www.youtube.com/watch?v=8Hn_peIIllI


Summary of Proposed Amendments  

 

The subcommittee streamlined, updated, and clarified language throughout all 

subparts to Rule 1.15. Clean and track-changes copies of the proposed amendments 

to Rule 1.15 are included with this report in Appendices A and B, respectively. 

Rule 1.15-1 Definitions  
The substance of the most definitions remains largely unchanged, and the proposed 
amendments reorganize the remaining definitions by category. The subcommittee 
prioritized functionality and clarity in reorganizing the definitions because, as noted 
by subcommittee members, the definitions clarify the requirements of the 
substantive rules.  

The proposed reorganization of definitions is as follows:  

(a) Accounts 
(1) Trust account 
(2) General trust account 
(3) Dedicated trust account  
(4) Fiduciary account 

(b) Ledgers 
(1) Administrative ledger 
(2) Client ledger 
(3) General ledger 

(c) Funds and Property 
(1) Entrusted property  
(2) Fiduciary funds 
(3) Funds 
(4) Trust funds or Entrusted funds 

(d) Services 
(1) Legal Services 
(2) Professional Fiduciary Services 

(e) Item 
(f) Bank or Financial Institution 

The following definitions were deleted: Client, Demand Deposit, Electronic Transfer, 
and Subsidiary Ledger.  



Rule 1.15-2 General Rules  

New Rule Summary of Changes 
(a) Safeguarding Trust and 
Fiduciary Funds and Other 
Entrusted Property. 

Condensed subsections (a)-(d) into new 
subsection addressing a lawyer’s obligations to 
safeguard entrusted property. 

(b) Location of Accounts. Previously subsection (e). No substantive 
change. 

(c) Bank Directive.  Previously subsection (f). New language 
clarifies it is it the lawyer’s responsibility to 
ensure the financial institution will honor the 
directive. 

(d) Commingling Prohibited.  Previously subsection (g). New language 
clarifies that, with limited exceptions, entrusted 
funds must be placed in a trust or fiduciary 
account, and a lawyer’s funds must be kept 
separately. 

(e) Mixed Funds Deposited 
Intact.  

Previously subsection (h). Instructions 
regarding disputed funds removed and 
relocated. 

(f) General Prohibitions.  
 

Condensed subsections (j)-(l). Each covered 
prohibited uses and transactions involving trust 
and fiduciary accounts. The list general 
prohibitions now includes:  

(1) Cash withdrawals 
(2) Use of a debit card 
(3) Pledging funds for benefit of lawyer or 

other third person 
(4) Disbursing funds to pay fees or costs 

other than to lawyer. 

(g) Misuse of Entrusted Property.  Previously subsection (l). New language 
emphasizes entrusted property is not to be 
used for the benefit of anyone other than the 
legal or beneficial owner of the property. 

(h) Communications Regarding 
Entrusted Funds.  

Previously subsection (m). New language 
incorporates select requirements from Rule 
1.15-3(f). 



(i) Delivery of Entrusted 
Property.  

Previously subsection (n). New language 
clarifies a lawyer is to promptly deliver funds to 
clients or third parties to which they are 
currently entitled. 

(j) Disputed Funds.  New subsection addressing disputed funds. 

(k) Duty to Resolve 
Discrepancies.  

Previously Rule 1.15-3(e)(4). Same content 
relocated to Rule 1.15-2. 

(l) Duty to Report.  Previously subsection (p). Modified timeline in 
requirement to report error resulting in 
unintentional or inadvertent use of entrusted 
property: the inadvertent use of entrusted 
property must be reported unless the error is 
rectified within sixty days of the discovery of 
the error. 

(m) Interest on Deposited Funds.  Previously subsection (q). Removed reference 
to “taxes” 

(n) Unclaimed Property.  Previously subsection (r). Retitled and updated 
language to “unclaimed property” to match 
applicable law. 

(o) Check Signing and Electronic 
Transfer Authority.   

Previously subsection (s). New language 
clarifies applicability to fiduciary accounts.   

Removed Subsections (i) ”Items Payable to Lawyer.” Rule is redundant. 
(o) “Property Received as Security.” Rule is 
redundant.  

 

Rule 1.15-3 Records and Accountings  

New Rule Summary of Changes 
(a) Check Format. Removed requirement of “business-size” 

checks. 



(b) Minimum Records for 
Accounts at Financial 
Institutions.  
  

Condensed repetitive subsections (b) and (c). 
New subsection (b) governs minimums records 
and information for trust and fiduciary 
accounts.  
 

Required records for trust and fiduciary 
accounts include: 

(1) Records for funds deposited. 
(A) Items drawn. 
(B) Instructions to disburse and transfer. 

(2) Records for funds disbursed. 
(3) Statements and other documents.  
(4) General ledger.  
(5) Administrative ledger.  
(6) Client ledger.  

Digital images must be legible reproductions of 
the front and back of original items; there is no 
number per page or size requirement.  

(c) Reconciliations of Trust 
Accounts. 

 

Previously subsection (d). Lawyers are required 
to perform monthly three-way reconciliations. 
Reconciliations must be performed for all trust 
accounts.  

(1) Monthly Reconciliations. 
(A) General ledger balance.  
(B) Adjusted bank balance.  
(C) For general trust accounts, positive 

administrative and client ledger 
balances. 

(2) Report Retention. Rule clarifies what 
documents must be maintained for the 
six-year minimum record keeping 
period. 

(d) Monthly Reviews.  Previously subsection (e). Lawyers must 
perform a reasonable review of disbursements 
from their trust and fiduciary accounts.  

(e) Accountings for Fiduciary 
Property.  

Previously subsection (g). Lawyers are required 
to comply with applicable law regarding 
accountings fiduciary property.  



(f) Minimum Record Keeping 
Period.  

Previously subjections (h) and (i). Lawyers must 
maintain records for six calendar years and 
may maintain those records electronically.  

(g) Audit by State Bar.  Previously subsection (j). No change.  

Removed subsections (f) Accountings for Trust Funds. Rule is 
redundant. 

 
Rule 1.15-4 Trust Account Management in a 
Multi-Member Firm 
 
Rule 1.15-4 was eliminated entirely. The subcommittee believes the content of Rule 

1.15-4 is a best practice that lawyers may employ in their firms if desired. The content 

of this subpart will be relocated to the Revised Trust Account Handbook.  

Comment to Rule 1.15 and all Subparts 
New # Old # Summary of Changes 
[1] [1] No change.  

-- [2] Removed. Restatement of proposed Rule 1.15-2(a). 
[2] [3] Removed part of the comment restating proposed Rule 1.15-

2(a). Maintain content re: duty to invest. 
[3] [4] Removed part of the comment restating proposed Rules 1.15-

2(f)(3) and 1.15-2(g) [lawyer shall not use or pledge entrusted 
property]. 

[4] [5] Added language to make comment consistent with proposed 
Rule 1.15-2(a) language re: “reasonable measures to 
safeguard” other entrusted property.  

[5] [6] Removed part of the comment restating proposed Rule 1.15-
1(d)(2) definition of professional fiduciary services. Added 
language to clarify that a lawyer may provide professional 
fiduciary services to a client in a professional or personal 
capacity, regardless of compensation. 

-- [7] Removed. Restatement of proposed Rule 1.15-2(a). 



[6] [8] Removed reference to compensation as it is included in New 
[5]. Amended to clarify that the requirements of Rule 1.15 do 
not apply to property received in connection with a lawyer 
serving in his/her personal capacity as a fiduciary. 

-- [9] Removed. 

[7] [10] No change.  

[8] [11] No change.  

[9] [12] Removed language re: how to treat availability retainer and 
advance fee retainer (see 2008 FEO 10). 

[10] [13] Amended to remove ambiguity and ensure consistency with 
proposed Rules 1.15-2(a) and 1.15-3(b)(1) [deposit records]. 

[11] [14] Updated heading for consistency: Abandoned -> Unclaimed 
Property. 

[12] [15] No change.  

[13] [16] Added language consistent with new Rule 1.15-(j) [disputed 
funds], including specific references to interpleader actions, 
deposit of disputed funds with the clerk, and liens against PI 
settlements. 

[14] [17] Added sentence to clarify the Rule 1.15-3(b) requirement that 
a lawyer must maintain certain records, not their bank or 
financial institution. 

[15] [18] Removed restatement of new Rule 1.15-3(f) [electronic 
records]. Added language to clarify requirement to promptly 
complete monthly reconciliations and reviews, not in 
batches. 

[16] [19] Updated/clarified language re: ACH system and electronic 
debits. 

[17] [20] Updated/clarified language re: ACH system and electronic 
debits. 

-- [21]-[23] Removed.  

[18] [24] Removed language to ensure consistency with the updated 
requirements of proposed Rule 1.15-3(c) [reconciliations]. 

[19] -- Comment added to clarify what a “reasonable review of 
disbursements” requires; dependent upon factors including 
practice type, practice size and structure, volume of 
transactions within a lawyer’s account, etc. 



-- [25] Removed.  

[20] [26] Language updated to encourage lawyers to review the TA 
Handbook for additional fraud prevention recommendations, 
without providing a list of other additional measures. 

[21] [27] Amended to ensure consistency with proposed Rule 1.15-2(l) 
[duty to report]. 

[22] -- Comment clarifies the duty to report does not apply to a 
lawyer retained to represent a lawyer whose professional 
conduct is in question. 

-- [28]-[31] Removed.  

 

 

Appendices 

• Appendix A – Clean Copy of Proposed Amendments to Rule 1.15 

• Appendix B – Track-changes Copy of Proposed Amendments to Rule 1.15 
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