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INTRODUCTION

On@&aily@asis,@@awyerd@n@rivate@ractice@vill@eceive,thold,End@isburse@noney@hatibelongsioihel
lawyer’s&lients@nd&ohird@arties@n@onjunction@vith@he@epresentation®fiElients.IMillionsf@ollarsElow?
through@hethands®fdlawyers@vhileBerving&lients—making&hethandling@®fElientFBundsBne@hed@nost
significant@iduciary®bligations®fillawyersiotheirlients.Ero@educe®heossibility@f@heft,@nisappropriation,
ornishandling®f@lientdunds,@he@NortharolinaBtate@Bar@stablished@rustBccounting@tandards@n@Rulel
1.15BfRheRules@®fProfessional@onduct,@Endi@mplemented@Bprogram®b@andom@uditsfdawyers’@rustl
accounts.tThisthandbook®xplains@he@equirementsforBegregating, Bafekeeping,Eind&ecordikeepingor
client@unds,Endthowthe@andomZudit@rogram@vorks.trheiurpose®fhefhandbook@s@oREnswer@juestions?
about@stablishing@@rustEccount,@eposits@nd@isbursements@rom@Erust@ccount,@ecordikeepingfor@E
trustBccount,End@vhatRoRxpect@hen®ouireBelecteddor@udittby®heBtateBaruditor.Afithefhandbook?
fails@onswer®ourBpecific@juestion,@lease@ontact@heBtateBarForHurther@ssistance.l



SECTION I: TRUST ACCOUNTING RULES

NCRulefProfessional@onduct?l.15Bafekeeping@®Property—ThiskulethasFourBubparts:Rulefl.15-1,@efinitions,?l
Rulell1.15-2,GeneralPRules;PRulefll. 15-3,FPRecordsPandPAccountings,PandPRulell. 15-4PAlternativelTrust?Accoun
Management@®ProcedureforiMulti-Member®irm.tThe@omment@odheRules@ippears@ifterdhe@extForRuletl. 15-4.
RulesB1316GindR131 7@fBubchapterl DEbfiChapter? 7@ ftheENCBAdministrativeodellsoRtippear@nithisBection.
ThesePrulesPrequirePallawyer'sBtrustPlaccountsPtoPbelestablishedPasPIOL TABaccountsPandPexplainfcomparability?
requirementsForldOLTARIccounts.

Rule 1.15-1 Definitions
ForBurposes®fithis@Rulefl.15,®hedollowing@iefinitionsEpply:E

(a)z‘Bank”EdenoteskalbankFsavingsBandEloanBassociation,BorEereditBunion@harteredBunderENorthECarolinakor
federaldaw.

(b)'Client"ElenotesBaBerson,Xirm,Bribther@ntityForBivhomBadawyer@erforms,BbrAs@Engaged@olperform,Gany
legalBervices.®

(c)2'Dedicated®rustBccount"@enotest®rustBiccount®hat@s@naintaineddor@heBoleenefitb BB ingleRlient@rR
withespect@o@Bingle@®ransaction®rBeriesfintegrated@ransactions.?

(d)ZDemand®eposit”@enotesanyEccount@FromBEvhich@epositedFundsEanibevithdrawnEtEanyRimevithoutl
notice®ohe@epositorylAnstitution.d

(e)@'Entrustedi@roperty"BdenotesttrustEfunds,FiduciaryFfundstandibtherBpropertytbelongingftoBomeonelbther
thanBhelRlawyerEwhichBisBinEtheBlawyer'sBpossessionEorZcontrolBinBconnectionBwithEthelperformancelofflegal
servicesriprofessionalffiduciary@ervices.?

(f)E'FiduciaryBaccount"®lenotesEnEccount,@lesignated@sBuch,EnaintainedibyzdawyerZolelyFor@he® e positE
fiduciary#undsrtherZntrusted@roperty®DfE@articular@erson@rEntity.Rl

(g)?'Fiduciary®unds"®lenotesfundsibelonging®oBomeonektherhan®hedawyerthattre@eceivediby@riplaced?
under@heontrol®fhedawyer@n@onnection@vith@he@erformance®fiprofessionaldiduciaryBervices.?

(h)Z'Funds"@enotesEnyFormBbf@noney,Ancludingash,Bpbayment@nstruments@uchBs@hecks,@noneykrders,ri
sales@irafts,End@eceipts@rom@lectronicund@ransfers.zl

(i)'General@rustEccount"@lenotesEny@rustBccounttherhan@@edicated®rust@ccount.B

(j)="Item"BdenotesBanyEmeansBorEmethodBbyEwhichBEfundsFarelcreditedBtoRorfdebitedEfromBEankaccount;for
example:BRheck,Bubstitute@®heck,@emotelyreated@heck,@raft,Avithdrawal@®rder,BautomatediXlearinghousel
(ACH)®rlectronicransfer,®lectroniciriviredunds@ransfer,@lectronicimagefEniEtemEind/orGnformationdna
electronicorm@escribingBn@item,BriAnstructions@ivenn@ersonribyelephone,@Enail Brtomputer.?

(k)X LegalBervices”®lenotesBervicesfother@han@professionalfiduciary@ervices)@enderedibyRFawyerdn@ERlient-
lawyeri#elationship.

(I)er'ProfessionalBfiduciary@services"BdenotesBcompensatediserviceskFotherfthanklegalFservices)frenderedrbyal
lawyerGasBarustee,Buardian,Bersonal@epresentative@®PaniEstate,Battorney-in-fact,Bri@scrowBagent,BbrAnEanyr
otherffiduciary@ole@ustomary@ohelractice@®fdaw.?

(m)E'TrustBaccount"BdenoteskanBaccount,RdesignatedasBuch,EmaintainedibyEaklawyerBfortheldeposittbfErustr
funds.®

(n)@'TrustEfunds"denotesEundstbelongingftoBsomeonelbtherfthanitheflawyerfthatarelreceivedibylbriplaced?
under@heontrol®fhedawyer@n@onnection@vith@he@erformance®filegalBervices.B

HistoryiNote:BtatutoryBAuthority.S.B4-23R



AdoptedRuly®4,F 9970
Amended@ay@,22000;@archi,2003;@arch®,2008,@ctober®B,R2009;August®3,R2012;Aune®,R0160R

Rule 1.15-2 General Rules

(a)EEntrustedEProperty.BAllRentrustedBproperty@shallZbelidentified,Zheld,BandEmaintainediseparatefromBthel
propertyRofEtheflawyer,PandEshallzbeldeposited,Bisbursed,PandidistributedonlyRinBaccordancelwithhisERulel
1.15.0

(b)DepositmDfErust@Funds.FAllRrustFundsieceivedibyirilacedlinder®heontrol®fEa@awyer@halltbe@romptly®
depositedBinEitherta@eneralfrustEaccountortailedicated®rustfaccountbfthe@awyer.BlrustFundskblacedAnkal
generalEccountBare@hose@vhich,An@hedawyer'sigoodFaithudgment,GareBhominal@®rdhort-term.@eneral®rust?
accountsBareolbehdministered@nkaccordance@vith@heRules@bfProfessional@onductand@®helprovisionsBR2 71
NCACZhapterl,Bubchapter®,Bectionsz1300.2

(c)EDepositfEFiduciary@Funds.BAlIFiduciaryEfundsireceivedibyloriplacedfinderheontrolbftalawyerZhallzbel
promptly@leposited@n@EiduciaryBccount®r@@Eeneral@rust@ccount®Df®hedawyer.Bl

(d)ebafekeepingtbfOtherFEntrustediProperty.FARawyerBmayRalsofholdZentrustedipropertybtherfhaniduciary?
fundsB(suchBasBsecurities)RinFaBfiduciary@account.BAllEentrustedBpropertylreceivedEbyRaklawyerfthatBlisEnot?
depositedBinFaltrustPaccountBorifiduciaryPaccount(suchPasFalstockBertificate)BshallzbeRpromptlyFidentified,?
labeledEskpropertyifhebpersonrEntityForAvhomEtAsEobbetheld,BandBplaced@nzBZafeepositthox@bribtherk
suitableBplace®f@afekeeping.Zrhe@awyerBhall@isclose®hedocation@®ftheBroperty@oihelient@r@ther@ersonk
forAvhom@tAstheld . BAny@afe®eposittboxBridtherlaceBafekeeping@halltbedocated@n@hisBtate, AinlessEhel
lawyerthastbeen®therwisefuthorizedAn@vritingby®Ehelient®r@therfersonFor@ivhomEtAstheld.?

(e)ELocationEofEAccounts.BAlIRrustBaccountsishallZbefmaintainedatEakbankZinENorthECarolinakorZakbankEwithi
branchbffices@nENorthRCarolinaexceptithat,AvithheRwvrittenBonsentfbfhellient,FaledicatedirustBaccount?
mayelmaintained@tEBbank@hat@oesthotthavem®fficesAnENorthEarolina®briztEFinancial@nstitution@®ther@Ehank
atbankAn@®rdutside@®fNortharolina.FAdawyerBmay@naintainEFiduciaryBaccountitBnyankiBridther#inanciald
institutionBinBorFoutsidelofENorthECarolinalkselectedEbyRtheflawyerBinkthelexercisePofEthelawyer'sEfiduciary?
responsibility.@

(f)EFundsBnBAccounts.BARrust@riiduciaryBaccountBmay@nlythold@ntrustediproperty.trhird@artyFunds®hatihrer
not@eceivedibyBriplacedfinderheontrolBbf@hedawyer@nonnection@vith®he@erformance®fdegal@ervices?
orBPprofessionalBfiduciaryBservicesBimayRnotEbelldepositedor@maintainedBin@alitrustRor@fiduciary@account.?
Additionally,Bhodundsibelongingttoallawyershalltbeldeposited@®rEmaintainediinEaltrustPaccountforiduciary
account®fthedawyer@xcept:E

(1)FundsBufficient@oBpenBr@naintainBnZccount,BayEnytbankBervice®harges,BriayznyRaxdevied@®nthel
account;@rel

(2)Fundsibelonging@niartRo@&lient®rdther@hirddarty@ndA@n@art@urrently®rizonditionally@o®he@awyer.:

(g)AMMlixedFundseposited@ntact.AVhenFundstbelonging®otheAawyerBare@Feceived@nEombinationBvithFundsk
belongingftoftheltlientBorbtherEpersons,BalltbfEtheRfundsEhalltbeldepositediintact.BTheFamountskturrentlyori
conditionallyGbelongingoltheBlawyer@halltbelRidentifiedPbnheldepositEliptorbthertrecord.CAfterhelleposit?
hastbeentfinallyEcreditedEtolthelaccount,EthelflawyerZshall@vithdrawEtheBamountsEtoRwhichEthellawyerZisEor
becomesBentitled.BEIfREtheBlawyer’sBentitlementBiskEdisputed,ZtheBdisputedZamountsishallBremainRinEthelRtrustrl
account®riduciary@ccount@intilhe@isputedsesolved.?

(h)EItemsEPayableftolLawyer.BAnyEitemBdrawnRonai rustaccountlborifiduciaryPaccountFortheFpaymenttbfthel
lawyer’sfeesri@xpensesBhallbelnadeiayable®o®hedawyerBind@hall@ndicate®n@heltemibylienthame,Xilel
number,BorBtherAdentifyinglinformation@hellientdromAvhosefalanceltheBitemBAs@irawn.BAnyAtemithatloes?
notfnclude®his@nformation@nayhottbelised@ovithdrawFundsFromERrustBaccounttrizadiduciaryBaccountFora
payment®DfEhedawyer’sfeesBbri@xpenses.i



(i)eNoBearerBltems.ENoitemBshallEbeldrawnBonBaitrustBaccounttoriFiduciaryFaccounttmadelpayableftoltashibri
bearerGndmhoashBhalltbe@vithdrawn@rom@Erust@ccount@®rfiduciary@ccountiyny@neans.?

(j)@ebitardsProhibited.Ase@b R ebitEard@ovithdrawFundsFromBEEeneralbri@iedicated@rustEccountriEE
fiduciaryBaccount@sirohibited.®

(k)INoBenefit@oAawyer@rirhird®Party.BAdawyer@Zhallthotise®ripledgeBny@Entrusted@property@o®btain@redit
ortherpersonalbenefitfor@he@awyer®r@Eny@erson®therthanheflegal®ribeneficialwnerfihatiproperty.?

()Bank@irective.FEverydawyerinaintainingBirustEccount®rFiduciaryBaccount@vith@lemand@lepositEtEibank
orBotherfinancial@institutionBhallFileBvithEtheBbankBbritherfinancialBinstitutionBalBwritteniirectivelrequiring®
theBbankEorEotherlinstitutionZtolreportttolthelexecutiveldirectorfofEtheENorthECarolinaStateEBarEwhenanf
instrumentBdrawnBonktheRFaccountistpresentedforpaymentlagainstBinsufficientEfunds.ENoBtrustEaccountiorl
fiduciaryBaccount@halltbelmaintained@niatbankBritherinancial@nstitution®hat®oesthotBgreelftonake@uch
reports.l

(m)ENotificationBofEReceipt.FARlawyerEshallBpromptlyEhotifyhisBorthericlientEofEthelreceiptfofanyZentrusted?
propertyfbelonging@n@vhole@®riniart®oihelient.?

(n)EDeliveryEofEClientEProperty.BARlawyertshallBpromptlyFpayRordelivertolthelklient,ForEtolthirdEpersonskask
directedbyBthelclient,FanyBentrustedBpropertybelongingftolRthelclientBandBtoRwhichBEthelclientFisEcurrentlyd
entitled.®

(o)®PropertyReceivedEisBecurity.BAny@Entrustediproperty@ri@locument®fditle@elivered@oBFawyerGsBecurity?
forhe@paymentDEFeerther@®bligationFo®he@awyer@hallbetheld@n@rust@nZccordance@vith@hisRule .15
andBshallEbelclearlyBidentifiedBasEproperty@held@asisecurityBlandinotRasalficompletedBtransferBofEbeneficial@
ownershipo®heRlawyer.EThisBprovisionfloesthotFapplyFobproperty@eceivedibyalawyerEnBaccountibfFeestbri
otherPamountsfPowedBolftheflawyerZatftheftimelbfFreceipt;Fhowever,Bsuchitransfersfarefsubjectftofthelrules?
governingegalfeesribusiness@ransactionsetween@B@awyerEnd&lient.k

(p)DutyRoReportMisappropriation.BAHawyer@vho@iscovers@®r@easonablyielieves@®hat@ntrusted@ropertythash
beenkEmisappropriatedibrEmisappliedzshallzpromptlyEinformEthelTrust@AccountBCompliancelCounselE TACC)EInE
the@Northarolina®btateBar@fficeBf@ounsel.@iscoverykbfAntentionalheftibrifraudinmusttbelreported®othel
TACCEImmediately.BWhenRanRaccountinglbribankRerrorresultsBinBanEunintentionalZandinadvertentluselbfEbnel
client’sBtrust@fundsitol payBtheRlobligationsElofflanotherclient,BthelleventBmustB beRlireported@ unlessithel
misapplicationBsiliscoveredBandxectified®nibribefore®hethextfuarterly@econciliation@equired@yrRulell.15-
3(d)(1).EThisuleBrequiresiisclosurefinformationibtherwiseBprotected@yRulell.6AfFhecessarytofreporttthel
misappropriationBriEnisapplication.?

(gq)@nterest®nepositedFunds.@nderBhoEircumstancesEhallhe@awyerientitled@oEny@nterest®arned@ni
funds@leposited@nERrustEccountBrFiduciaryBaccount.@ExceptBastauthorizedibyRuleR1316@FubchapterE DT
theRulesPandERegulationsPbftheENorthEarolinabtateBar,BanylinterestPearnedbnBaltrustBaccountoriFiduciaryl
account,lessEanyPamountstdeductediforfbankiservicelfchargestandtaxes,FshalltbelongftoRthellientforEbther?
person@®rintity@Entitled@o®he@orresponding@rincipalZimount.?

(r)aAbandonedEProperty.BfZentrustedBpropertytistunclaimed,®hellawyershallZmakeldueRinquiryEofhisEorzhers
personnel,@ecordsEandibtherBourcesibflnformation@nBaniffortoletermineheBdentityPandAocationBbfthel
owner®bXhelproperty.AffthatEffortAsBHuccessful,RhefentrustedBproperty@halltbeRpromptlyitransferrediolfthel
person@®rEntity@o@vhomitibelongs.Afthe@ffort@s@insuccessfulE@nd@®he@provisions®EG.S.A 16B-53FreBatisfied,
the@roperty@EhalltbefleemedBabandoned,Zand®EhelawyerBZhallomply@vith®Ehe@equirementsBfChapterl 16BE
ofthe@GeneralBtatutes@oncerning®he@scheat®fEibandoned@property.B

(s)Bignature@®nE rusthecks.

(1)Ehecks@rawn@Bn@ErustEccount@usteBignediby@dawyer,BribyEnEmployee@vholsihot@esponsibleFor?
performing@monthlyRlorBlquarterly@reconciliationsBandEwholisBsupervisedibyRalllawyer.BPriorktoRlexercising
signatureRlauthority,BallawyerBorBsupervisedBemployeelishallRtakeFaRlone-hourkitrustfaccountmanagements
continuingfegalfEducation® CLE)EoursePapprovedibyheBtateBartforhisBpurpose.frheCLEREoursefmustibel



takenlatEleastPoncelfforeverytlawkfirmBattwhichBthellawyerZbrZthelsupervisedemployeeliskgivenisignaturel
authority.?

(2)ETrustBaccounthecksBmayhottbeBignedrisingBignaturetamps,Breprinted®ignaturelinestonithecks,Bori
electronicBignatures.?

HistoryiNote:BtatutoryBAuthority®.S.B4-23R
Adoptediuly®24,71997R
Amended@archi,R2003;@arch®,2008;February®,2009;RAugust®3,2012;Aune®,R20160A

Rule 1.15-3 Records and Accountings

(a)ECheckBFormat.RAllEgeneral@trustBaccounts,BdedicatedBtrustBaccounts,Bandifiduciary@accountsEimustlusel
business-size@heckshat@ontainEn@uxiliary@n-UsHielddn@heMICRAine®fheRheck.?

(b)EMinimumBRecordsiforBAccountsatfiBanks.BITheEminimumBrecordsBrequiredforgeneralftrustaccounts,l
dedicated@rust@ccounts,EnddiduciaryGiccountsnaintained@t@ibankBhall@onsistftheHollowing:El

(1)ealrecordsistinghe@ourcePand®atebfreceiptbfZanyFundsepositedAnhelaccountBincluding,Bbuthotl
limitedBto,EbankEreceipts,depositBlipsEand@vireEandielectronicitransferonfirmations,Fand,BinEtheltaselbfFall
generalltrustfaccount,FallErecordskalsollistingPthePnamelbfEthelklientBorEotherpersonftoPwhomethelfundsh
belong;a

(2)Elanceled®hecksBribther@tems@irawnBnEheBaccount,Br@ligitaldmages®hereoffurnishedibyxhetbank,?
showingBtheBamount,Fate,Bandirecipientoftheltisbursement,Fand,Eintthelftaselbfalgeneralfrustfaccount,
the@lientthame,HileBhumber,BbribtherAdentifying@nformation@fhelilientfromBvhosetbalancefach@temAEsa
drawn,rovided,@&hat:l

(A)=tigital@magesBmustbelegiblelreproductionstbftheFrontBandebackBbftheloriginalAtemsEvithEhoR
morehanBix@mageser@ageindiholmagesBmaller®hanil-3/16&BAnches;EndR

(B)®heBank@nust@naintain,ForGtAeastBixyears,Aheapacity@oXeproduceRlectronicallyfadditional?
ori@nlargedd@mages®fthe@®riginal@temsBr@ecordselated®hereto@ipon@equest@vithinE@Eeasonablel
time.R

(3)@lldnstructions@®rEuthorizations®o®ransfer,@isburse,BrAvithdrawFunds#romiherustEccountdincluding®
electronicPtransfersBor@debits),ForFalwrittenorkelectronicBrecordBofBlanyBsuchBtransfer,Bdisbursement,Zork
withdrawal&howingheFamount,late,BandBrecipientbftheltransferoriisbursement,Band,BinheltaselofZhi
general@rustBccount,BlsoBhowing®hefhamefEhelient®ridbtherperson@olvhomEhedundsibelong;i

(4)EalitbankBstatementsBandEotherBdocumentsireceivedEfromBthelbankBwithBrespectBtoltheltrustZaccount,B
including,Bbut@notlimiteditolnoticestlofEreturnorldishonorZofElanyRitemiEldrawnBlonBtheflaccountfagainst?
insufficient@funds;

(5)@AnRhease®dfEREeneral@rustBccount,ledger@ontainingBhZecord®bf@eceiptsEnd@isbursementsfor@achi
person®rEntity@FromAvhomEndForvhomFundstare@eceivednd@howing®he® urrentialance®fFundstheld?
intheRrust@ccountforachBuchBerson@®rEntity;EndR

(6)@ny@ther@ecords@equiredibydawofbe@naintained®or@herustccount.Bl

(c)@MinimumRecordsForAccountstatfDtherFinancialA@nstitutions.fThe@ninimumiecords@equiredfor@edicatedd
trust@ccountsEnddiduciary@ccounts@Etfinancial@nstitutions@®ther®@han@Bbank@BhallEonsist®bfitheHollowing:?

(1)ealIEFecordsBlistinghe@ourceFandratelofEeceiptfofEalIFundstdeposited@nhefaccountBincluding,tbutthotl
limited®o,®lepository@eceipts,@epositElips,EndAvire@nd@lectronic®ransfer@onfirmations;?



(2)ZaBcopyEofBallEchecksEorbtherfitemsEdrawnEontheFaccount,ForfdigitalZimagestthereofffurnishedzbythel
depository,BhowinglthePamount,Rdate,BandEecipienttbffthellisbursement,Bprovided,Rhatfthelimages®atisfy
theequirementsBet@orth@n@Rulef.15-3(b)(2);2

(3)EallEinstructionsEorFauthorizationsktoltransfer,Edisburse,BorEwithdrawEfundsEfromEtheRaccount®(including
electronicBtransfersBoridebits)ZorFalwrittenRorielectronicBrecordilof@anyBsuchitransfer,Bdisbursement,ori
withdrawalBhowingtheEmount,@late,End&ecipient®f®he@ransfer®r@isbursement;:

(4)malIEdtatementsBand@®ther®ocumentsi@eceiveddrom®he@lepositoryfwith@espectto*helaccount,Bncluding,
but@hotlimited®ohoticesDf@eturn@DrRliishonor®fEnydtem@rawn®n@heccountFornsufficientfunds;EndE

(5)AnyBther@ecordsequiredibydawolbe@aintaineddorheccount.?
(d)®Reconciliations®ffGeneralfTrustBAccounts.

(1)muarterly®Reconciliations.For@ach@Eeneral®rustEccount,@Eeconciliation@eportEhalltbe@reparedztdeast?
quarterly.Each@econciliation@eportBhallBhowlIDfEheHollowingibalancesBnderify@hat®heyzreddentical:&l

(A)EThebfalance®hat@ppearsdn@heFeneraldedgertsD®he@eporting@ate;a

(B)ETheRotalfElIBubsidiarydedgerialances@nhefEeneralrustEiccount,@eterminedibydistingBand®
totalingl@thel positivel balancesRinRthelindividualZ clientledgers@and@theadministrative ledger
maintaineddorBervicing@he@ccount, s f@he@eporting@iate;@nda

(C)erhekadjustedibank@alance,BleterminedibyaddingPbutstandinglepositsPandi@btherireditsEofthel
ending@balanceRlinBtheBmonthlyBbank@statement@and@subtractingfloutstandingfichecksFandFlother?
deductions@rom@helbalance@n@he@nonthlyBtatement.l

(2)mMonthlyEReconciliations.EEachBnonth,EhelbalancelbftherustBaccountBasBhownBnthelawyer'sEecords?
shallbe@econciled@vith@heRurrent@ankBtatementialanceforZheRrustEccount.

(3)erhedawyerBhall@eview,Bign,@ate,Band@etainERopyBfEhe@econciliationsBf@he@Eeneral@rustEccountFora
aeriodDfBixFears@nZccordance@vith®Rulell.15-3(g).B

(e)EAccountingsiforETrustBFunds.Erhelawyer@hallGrenderolfthellientEaRvrittenBaccountingbfthelreceiptsandi
disbursementsibfElRrustFundsAi)BuponEhefEomplete@isbursement®fEheRrust@Funds,Fii)BatBuch@therimesk
as@naytbe@easonably@equestediby®hetlient,Eanddiii)EhtAeastBnnually@f@heFundsEre@etainedforB@periodm
morehan@neXear.d

(f)@AccountingsBforEFiduciary@Property.BlnventoriesBlandFaccountingsRofEfiduciaryBfundsZandBotherRBentrusted?
propertyBreceivediinfconnectionBwithBprofessionaltfiduciaryiservicesEshalltbelrenderedftoRjudicialZofficialsEbril
otherpersonsthstrequiredibylaw.RffanBannualBbrEmorelfrequentBaccounting@sthotlrequiredebylaw,BalBvrittenl
accounting®fli@ransactions®@oncerning®heiduciary@Fundsandither@ntrusted@roperty@hallbeltendered@ol
thelBbeneficialZowners,Bortheirfrepresentatives,FatlleastBannuallyBandBuponithelterminationBofEthellawyer's?
professionaldiduciary®ervices.kl

(g)AMinimumRecordXKeepingPeriod.BAAawyerBZhallfnaintain,AnBaccordance@vithhis@Rulelfl.15,&ompleteand?
accurate@ecordsflIEntrusted@property@eceivediby®hedawyer,Avhich@ecords@hallbe@Enaintainedforztdeast
the®ixd6)Fearferioddmmediately@receding@®hedawyer's@nost@ecentHiscalFear@End.@

(h)EAuditbyBtate@Bar.trheinancialdecords@equirediby®histRulell. 15@hallbeFubject@ouditFor@auseEnd@ol
randomBauditby@®heMNorthTarolinaBtatear;EndBuch@ecords@hallbe@roduced®or@nspectionEnd@opying@nt
Northarolina@ipon&equestty®heBtateBar.k

(i)Reviews.R

(1)EEachBmonth,ForPeachiFzeneralftrustBaccount,PdedicateditrustPaccount,andFiduciaryPaccount,theflawyer
shall@eview@heankBtatementEnd@ancelled@hecksForEhe@nonth@overediby®heankBtatement.kl

(2)BEachyuarter,Bforeach@EeneralftrustBaccount,BedicatedirustBaccount,Zandifiduciaryfaccount,Bthelawyer
shallBreviewheBtatementfbftostsBand@eceipts,flientledger,Fandxancelled®hecksEbfZarandomBamplelfbf
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representativeltransactionstcompletedfduringfthefguarter@olverifyBthatBtheldisbursementstwerelproperly?
made.BThelltransactionsfreviewedEmustRinvolvelEmultipleBdisbursementslunlessEnolisuchBtransactionsiarel
processedithroughBtheFaccount,BinBwhichFcaseFalsingleEdisbursementistconsideredialitransactionBforkthel
purposeffhis@aragraph.CABample@@®hree@epresentative®@ransactions@hall@atisfyRhistequirement,tbutlal
larger@Bample@nayiedvisable.?

(3)aThelllawyerBshallEtakeRthelnecessarylistepsktolinvestigate,Bidentify,BandBresolvelBwithinREtenkdaysEanyl
discrepancies@liscovered@luringthe@nonthly@nd@juarterly@eviews.?

(4)EARreportPofEeachEmonthlyfandByuarterlyreview,BincludingBaldescriptionofEthelreview,Btheransactions?
sampled,BandBanytremedialactionftaken,BhalltbelFprepared.fThelawyer@hallBign,@late,tandietainztopyb R
the@eportBnd@ssociated@ocumentationforBberiodDfBix¥earsd@nEccordance@vithRuleFl.15-3(g).&

(j)RetentionEbffRecordskInEElectronicBFormat.®RecordskrequiredtbyPRulell.15-3Emaylkbelcreated,Fupdated,Zand
maintained®lectronically,Bbrovided:R

(1)Btheecordsotherwisetomply@wvithBRulellL.15-3,FtoBwvit:Electronically@reated@econciliationsBandBreviews?
thatBareBhotBprintedEmusttbelreviewedibytheRawyerfandilectronically®ignedBusingadigitalBignature” Basi
defined@n® 1GCFREL1.3(b)(5);&

(2)Bbrinted@nd@lectronicRopiestfhe@ecords@nd@ndustry-standardfformats@antbhe@nadeBn@iemand;ZEndE

(3)®heecords@reiegularlyfackedptbyEnZppropriateBtorage@evice.?
History@Note:BtatutoryBAuthoritydG.S.B4-230
Adopted@uly®24,[1997;Amended@archi,R2003,@ctoberd®,2004;@March®,2008;Aune®,R2016R

Rule 1.15-4 Alternative Trust Account Management Procedure for Multi-Member Firm

(a)eTrustBAccountversight@fficerdTAOO).R

LawyersAnzAawirmBbfAwobraEnoredawyersBnay@lesignatehBpartner@n@heFirmRoFervefasEheRrustBccount?
oversightBofficer?l TAOO)ForEanykgeneralftrustBaccountlintoBwhichBEmoreRhankonelfirmElawyerfdepositsEtrust?
funds.BTheETAOORandEtheFpartnersofEthelfirm,EorfthoseBwithEcomparableBmanagerialfauthority®(managing?
lawyers),BshallFagreefinBwritingBthatftheBTAOORWillFoverseelfthePad ministrationBofEanyBsuchPtrustfaccountink
conformityBwithEthelrequirementskEoffRulell.15,kincluding,Especifically,BthefrequirementsEofthisPRulel.15-4.12
MoreRhan@®neartner@naybeResignatedzsEI AOOHordawEirm.2

(b)AimitationsBn@elegation.?
Designation®fBETAOO@oesthotelievenydawyer@nhefawdirmmfEesponsibility@or@heollowing:

(1)@versight®fheEdministration@fEany@ledicated®rustBaccount@rifiduciaryEiccount@hatAsEssociated@vithi
aegal@atterForAvhich®@he@awyerAsprimarydegal®ounsel®rivith@he@awyer’siperformance@®frofessionall
fiduciaryBervices;Endz

(2)rreviewibfEtheltdisbursement@heetstbriFtatementstbftostsandBreceipts,tlientBledgers,PandBrustBaccountl
balancesforithoselegal@nattersdorvhich@hefawyer@s@primarydegal@ounsel.?

(c)ETraining@®fthefTAOO.A
(1)aVithin®heBix@nonthsBrior®obeginning@erviceBs@EETAOO,RHawyerBhall,?

(A)ereadralizsubpartsEandzommentsolRulell.15,2alIFFormalethicsBopinionsEoftheENorthECarolinal
State@BarfdnterpretingfRulefl.15,Rand@heNortharolinaBbtateBarT rustccount@andbook;?

(B)EompleteBnefhourfEaccredited@ontinuinglegalEducationd CLE)®nRrustBccountBmanagementl
approvediy®heBtateBarForEheBurpose®fraining@dawyer@oBerves@EET AOO;R



(C)xomplete@®wolhoursibfraining®live,Bbnline,Bbr@elf-guided)Ppresentedibyraualified@®ducationald
providerBonBonelormoreloffthelfollowingRtopics:R(i)EinancialEfraud,(ii)Zsafeguardingfundstfroma
embezzlement,&iii)FriskFassessmentfPandemanagementtforbankPaccounts,Bliv)ZEinformationfsecurity?
and®nlineBanking,Briv)@ccountingtbasics;EndE

(D)dbecomedamiliar@vith@hedawdirm’sEccounting®ystemEorrust@ccounts.?

(2)EDuringReachRyearfloffservicelflasRalBTAOO,BthelldesignatedilawyerBishallBFattendBonelhourflofFlaccreditedr
continuinglegal®Educationd CLE)Bn&rustBhccountBmanagementEapprovediby®hetateBarForEhelpurposerb
training@ETAOOmridnefhour®fEraining,BbresentedibyaRyualified®ducationalrovider,BnBnerEnore®fidhel
subjectsHisteddniparagraphfc)(1)(C).&

(d)DesignationEndBnnualertification.®
The@vritten@greement@esignating@iawyersEheTAOORescribedd@niparagraphfa)BhallZontainheFollowing:kl

(1)zARstatementbyRtheRTAOORthatftheETAOORagreesttoloverseelthePoperationBofthelfirm’sEgeneralBtrust?
accountsBlinBicomplianceBwithEtheRrequirementsBof@all@subpartsBof@Rulel1.15,Bspecifically@includingBithel
mandatoryBversight@neasuresniaragraphfe)®fhis@ule;?

(2)Adentification®f®he@rust@Bccounts@hat@heFTAOOMvillversee;R

(3)®AnBacknowledgementBthatBtheRTAOORhasBcompletedBtheltrainingBdescribedBinBparagraphi(c)(1)Zandzal
description®f®hat@raining;?

(4)EABstatementltertifyingfthatftheFTAOORUNderstandsithelflawifirm’sBaccounting@ystemEfortrustfaccounts;
and@

(5)EAnEBacknowledgementthathelawyersAnheirmBremain@rofessionallyesponsibleforthe@perationtb
theirm’s@rustBccounts@n@ompliance@vith@Rulefl.15.7

EachBearbnithefanniversarytbfthexecution®fthefagreement,theETAOOEANdEtheEmanagingBlawyersEhal
executeBaBtatementXonfirmingfthe@ontinuing@lesignation@®®he@awyerBas@hefTAOO,Xertifying@ompliancel
with@heequirementsBf@his@ule,®lescribing@he@rainingBindertakeniby®hefTAOORAsEequirediby@aragraphl
(c)(2),BandBrecitingPtheBstatementsBrequiredtbyFsubparagraphsi(d)(1),E2),B(4),ZandE5).EDuringBthellawyer’ sk
tenureRasETAOORANndForixFearsEhereafter,hefagreementandihliBubsequentfannualFtatementsEhallEbel
maintained@vith@heRrust@ccount@ecordsd@seeRulef.15-3(g)).

(e)MMandatory®versighttMeasures.z

InBadditionEoBany@®ther@ecordkeeping®riZccounting@equirement@etForthBnRulel.15-2BandRulefl.15-3,&hel
firmBhalldoptERvrittenBolicy@letailing@heirm’s@ErustBccount@anagement@rocedures@vhich@hallznnually?
belreviewed,Aipdated,Zand&ignedibythefTAOORANndRheBmanagingfawyers.FEachersionBbftheFolicyBhallzbel
retainedfor@he@inimum@ecordikeeping@eriodBetForthAnRulefl.15-3(g).B

HistoryiNote:BtatutoryBAuthorityds.S.B4-230
AdoptedBune®,2016H

Comments to Rule 1.15 and All Subparts

[1]EThelpurposelbfEhBlawyer’sktrusttaccountbriEFiduciaryBaccountfsttoBbegregatelftheFundskbelongingftokbthers
fromBthoselbelongingftolftheflawyer.EMoneyreceivedkbyFallawyerBwhileRprovidingBlegalFserviceskorkotherwisel
servingtasEFiduciary@houldBheverefisedforersonal@urposes.Failureoiplace®heFundsfthersAnEaRrust?
orffiduciaryFaccountan@ubjecttheRfundsktoltlaimskbfthelawyer’sEreditorstbreplacetherfundstintheBawyer’skl
estatefn@heREvent®f@hedawyer’ s@leath@®ri@isability.Bl



PropertyBubjecto®hese@ulest

[2]EAnyBproperty@elongingRoXlient@®ritherBerson@®rEntity®hatAsEeceivediby@riplaced@inder@he@ontrol®H ikl
aRlawyerBinEtonnectionBwvithEheRlawyer’sEfurnishingtbfllegalZervicestorZprofessionalifiduciaryBervicesEmustibel
handled@nd@naintained@nBaccordance@vith@hisRulell.15.EThe@inimumEecords@olbefmaintained®ForBaccountst
inBbanksifferFfromethefminimumerecordsitolbelmaintainedEForfaccountsiinBbtherifinancialBinstitutionsEwherel
permitted),®oBccommodaterokerageccountsnddther@ccounts@vith@ifferingl@eporting@ractices.?l

Client@®roperty?

[3]EveryHawyer@vho@eceivesFundstbelongingoBhitlient@must@naintainERrustEccount.CThe@eneral@uledsthat
everyeceiptnoneyFromEilientrFor@Elient,Avhich@villtbbeRised®br@ielivered@®n@hetlient’sthehalf,Astheld?
in@rust@nd@houldibekblacedin@he@rust@ccount.FAllRlient@noney@eceivedibyzdawyer,@®xcept®hat®o@vhichEhel
lawyer@s@mmediately@ntitled,Emustie@eposited@nBaRrustBccount,AncludingdundsFor@payment®FutureFeesr
and@xpenses.LlientfundsEnustiefromptly@leposited@nto®he@rust@ccount.ElientFundsEnusteRepositeddnk
aBgeneralftrustBaccountBiftherelisthodutytoinvesttonibehalffbftheltlient.@senerallyBpeaking, EfEakreasonablyl
prudent@®erson@vould@onclude®hat@heFunds@n@juestion,@itherecause®heyzreBhominalfinEmounttbrireol
belfheldEforalshortitime,BrouldibrobablyBhottearniufficientlinterestfoBjustifythelrostEbfEinvesting,Ethekfundsl
shouldibe@eposited@n@heReneral®rustEccount.An@letermining@vhether@heredsE@ uty@olnvest,Edawyer@hall
exercisebhisriher@rofessionalfudgment@n@Eooddaith@ndBhall®onsiderithedollowing:&

a)frhe@mount®fithefundsobe@eposited;?

b)erhe@xpected@uration®dfthe@eposit,Ancludingthelikelihood®f@lelaydn@heBnatter@or@vhich@heFundsirer
held;

c)TheFatesfinterestrField@tHinancialdnstitutions@vhere@hefunds@re®obeRleposited;?

d)fheXostBfE@stablishingBandEadministering®edicatedEccountsForheXlient'stbenefit,Ancluding@®heBervicel
charges,heltostsEofftheflawyer'sBservices,Fandheltoststoffpreparinganytaxireportstrequiredorfincomel
accruing@olhelzlient'stbenefit;a

e)TheXapability®ffinanciald@nstitutions,dawyers,Dridawdirms@o&alculateBnd@payd@ncomeoindividuallients;z
f)Any®ther@ircumstances@hat@ffect@hebility®fhe@lient'sfunds@o@®arn@mhet@eturndor@heilient.?

When@regularly@reviewingBithelitrustaccounts,ZthellawyerlshallEdetermineEwhetherfichangedicircumstances?
requireBfurtherGaction@with@espect®o®heFundsibfBanyilient.fThefletermination®bfAvhetherBlient'sFundskarel
nominalBorFhort-term&hallErestlinftheBoundEudgmentibftheBawyertorBawirm.ENoBlawyerEhalltbelthargedr
with@EnRthicaldmpropriety@®ribreach®@professional@onductibased®nheFEoodHaith@xercise®fBuchGudgment.kl

[4]eABawEfirmAvithEbffices@nBanother®tatePmay®endEENorthEarolinaklient’sEfundsoaFirmzffice@nEanother
statefor@entralized@processingrovided,thowever,®hefundsre@promptly@ieposited@ntoBRrustEccount@vithizR
bankEthatthasEbranchibfficesBinBNortharolina,PandEfurtherfprovided,BtheRfundsiaretransportedandzheldEnzal
safelplaceluntiltlepositediintoltheltrustPaccount. BfthisFrocedurelsifollowed,ttlientEonsentioltheXransfertbf
theFfundsBtoankbut-of-statelbfficelPbffthelfirmBAsthotequired.BHowever,BallBuchitlientfundstareF ubject® ot hel
requirementsBftheseltules.BFunds@lelivered@othedawyertbyheltlientforaymentbffutureFeesrExpenses
shouldzheverkbelRusedibyRtheRlawyerForkbersonalfburposesktbrFubjectedolthelpotentialEtlaimsEbfEtheBawyer’s
creditors.B

[5]erhisEruleioesBhotBprohibitza@awyerBvhoReceivesBanBnstrumentielonging@BvhollyRtoBaRtlientbrEaRhird@artyd
fromBdeliveringBtheRinstrumentRtoRtheFappropriatefrecipientBwithoutBfirstBdepositingBtheRinstrumentZinEthel
lawyer’sf@rust@ccount.d

PropertyFrom®ProfessionalFiduciaryBervicel

[6]EThelphrasel‘professionaltfiduciarytservice,”FasBusediinBthistrule,BisEservicelbyZaklawyerfinBanykonelofEthel

o



various@fiduciaryBrolesBundertakenbyBallawyerthatBlisEnot,BofRitself,EthelpracticelofZlaw,BbutkisEfrequently?
undertakenBinBconjunctionBwithBthelpracticeRofElaw.BThiskincludesiservicellaskaltrustee,Figuardian,Bpersonall
representativelflofBlanBestate,Fattorney-in-fact,Bandiescrowlagent,FasEwellFasserviceRlinBotherfiduciaryfroles?
“customary@ohe@racticeflaw.”®

[7]EPropertyPheldEbyEaklawyerBperformingZalprofessionalfiduciaryBservicePmustlPalsolPbelsegregatedefromithel
lawyer’sBpersonal@roperty,Broperlydabeled,End@naintaineddnEccordance@vith@heBpplicable@rovisionsfthiskl
rule.?

[8]BWhenBpropertyRisfentrustedolhklawyerEinBconnectionBwithFaklawyer’ sBrepresentationbfEaktlient,Ethiskrulel
applies@vhetherriéhotthedawyerAsttompensatedXorthelrepresentation.BHowever,RheltrulefloesthotBapplyol
propertyBreceivedfinBconnectionBwithFaklawyer’sBuncompensatediserviceFasFakfiduciaryBsuchFasaltrusteelbri
personal@epresentative@®fEan@state.{Ofourse,®he@awyer’ s&onduct@nayibe@overnediby®he@awEpplicable®or
fiduciaryRobligationsBlinFgeneral,BincludingRalfiduciary’sFlobligationtolkeeplthelRprincipal’ sEfundsorfpropertyr
separatelfrom@hefiduciary’stbersonalEfundskbrizroperty,Zofavoiddelf-dealing,BandoaccountHorthelRfundskor?
property@ccuratelyBndiromptly).&

[9]&ompensation®istinguishesBprofessionalfiduciary@ervicefromEFiduciary@oleRhatE@awyerfindertakeskasEal]
familyBresponsibility,BasBaourtesy®oFriends,Bbrifor@haritable,Beligious,Brixiviciurposes.FAsBusedAnthiskule,?
“compensated@ervices”’PmeansEervicesforBvhichheRawyerbbtainstbrExpectsolbbtain@noneylbrianykbther
valuable@onsideration.tThe@erm@oesthot@efer@oriinclude@eimbursement@or@ctual®ut-of-pocket@Expenses.il

PropertyExcludedfrom@overage®fiRules?

[10]eThiskruleRalsoRdoesPnotapply@EvhenkaRlawyerkisthandlingBmoneyBforfalbusinessEbriEFforzhlreligious,Bivic,Fork
charitablel organization® as@ anf officer,@employee,B or other official@ regardless? of@ whetherZ thel lawyer is
compensatedBfor@thisEservice.BHandlingBfunds@whileR@servingllinZonel ofitheseRrolesZ doesnotR constitutel
“professionaldiduciaryB@ervice,”BandBuchBervicelsthot customary@ohebracticeDfdaw.”?

Burden®fi®roof

[11]PWhenEaRawyerBisPentrustedBvithForopertykbelongingftolbtherstandioesthottomplyBvithEtheselrules,thel
burdenBofEprooflisBonEthellawyerZtofestablishEthelcapacityRlinEwhichEtheRlawyerZholdsBtheRfunds@andtoR
demonstrate@vhyheseules@houldthot@pply.B

Prepaiddegaldeest

[12]@WhetherBhaifeelthatBskprepaidtbyREheltlientBhouldEbelplacednitheltrustBaccountfdependsBuponithelfeel
arrangement@vith@helient.BA@etainerfeedndts@EruestBensedsEBaymentiby®heilientdor@he@eservation@fEhel
exclusiveBervicestbfthe@dawyer,Bvhich@AsEhotfuseditolpayEforthelegalFervicesEprovidedibyrtheBlawyerfand, oy
agreementi®helarties,AsthonrefundableRupon@ischargefthedawyer. AtAsEaBaymentRowhichEheRawyerisk
immediatelyentitledEand,ftherefore,Bhouldthottbelplaced@nheltrustfaccount.BAR retainer,”BvhichBsBactuallyFal
depositPbyBtheltlienttbfPankadvancelpaymentEbfEhlfeeltolbelbilled?bnFanthourlyEorZsomelbthertbasis,RisPhotak
payment@o@vhich@he@awyerfis@mmediately@ntitled.EThisGs@Eeally@Becurity@epositthnd@houlddbe@lacedi@n@hel
trustBaccount.BAsEheRlawyerBearnsthelfeelbribillsEhgainstthelteposit,EtheFfundsEhouldtbeRvithdrawnBfromiEhel
account.®Rulefl.16(d)&equiresthe@efund@o®helientfEany@partbtafee®hatdsthotEarnediby@hedawyerztihel
time®hat®he@epresentationfs@erminated.

Abandoned®roperty?
[13]BhouldEdawyerfheed@echnicalBssistance@oncerning®he®scheat®fproperty@o®heBtate®MNorthiarolina,?

theBlawyerBshouldBcontactithelfescheatlofficertatheFOfficebftheENorthECarolinalStatellreasurerfintRaleigh,
NorthXarolina.Bl

108



Disputed@undsi

[14]EARlawyerBisEhotlrequiredBtoBremitBtolfthelclientEfundsthathellawyerBreasonablylbelievestrepresenttfeest
owed.FHowever,FaRlawyerfimayhotPholdEfundsioltoercelalclientintoFacceptingfthelflawyer’sEcontention.EThel
disputed®ortion@®bftheFundstmustibelkeptlntRrusttaccountBandhedawyer@Bhould®uggesttmeansBorBprompte
resolutionBofBthefdispute,BsuchBaskthelStateBar’ sBprogramBforfeelidisputelresolution.BSeefRulell.5(f).EThel
undisputediortion®f®heFundsBhalldbeBromptly@istributed.?

[15]eThird@arties@naythave@awful@laimsgainst@pecificundsridtherBroperty@n@dawyer’s@ustody,BuchiZszE
client’s@reditor@vhobhasaBien@nFundsEecovered@nEaBersonal@njuryBaction.BARawyerBnaythaveRiutydinder?
applicable@aw®obBbrotectBuch@®hird-party@laimsEgainst@rongful@nterferencetby®helient.dnBuch@ases,@vhent
thelhird-party@laimAsthot#rivolousfinderBapplicabledaw,Rhe@awyerfmust@efuseRoBurrenderhe@roperty@oll
theXlientAintil@heRlaimAs@esolved.BA@awyerZhouldBhotinilaterallyEssumeRofarbitrateBa@lisputetbetween@hel
clientBandhehirdBparty,tbut,BvhenitherefareZubstantialEroundsForlisputefast o helpersonintitledxohel
funds,@hefawyer@nayileEn@ctionFobhave@Rourt@esolve®he@ispute.?

ResponsibilityFormRecords@ind@ccountingsl

[16]dtAs®hedawyer's@esponsibility®oRssure@hat@ompleteBEnd@ccurate@ecordsfthe@eceiptBnd@isbursement?
offentrustedBpropertyRareEmaintainediinFaccordancelwithithiskrule. EThelkrequirediecordiretentionBperiodzofEixe
yearsBsetforthEinkthistruleEdoestnotBprecludeltheStateBarfromiseekingfrecordstfortakperiodEpriortolthel
retentionBperiod®and,Zifflobtained,EfromEpursuingaldisciplinaryBactionfbasedBthereonifsuchFactionisEnot
prohibitedbydawridther@ulesbfheBtate@Bar.a

[17]EThelrulesBbermitheletentionB®f@ecordsAnilectronicform.EABtorageieviceAsEhppropriateffordackingBlipl
electronicitecords@fittreasonablyBassureshat®heecordstwillbelrecoverableespitehefailurebri@iestruction?
offtheloriginalEtorageldevicePbnBEvhichEhelrecordsFareltored.BForBaktliscussionoftoragefmethodsthotFolelyl
underthe@ontrol®fthefawyer,Bee2011FEORD.B

[18]aVianyBbusinessesarePhowktonvertingbapertthecksoautomatedilearinghouseF ACH)Rebitstolecreasel
costsEandBincreaselperatingiefficiencies.BAVhenBaheck@AsEonverted,Eheheck@AsRakeniitherZatitheFoint-of-
saleBorthroughZtheEmailzForEpayment,ttheFaccountkinformationiisteapturedEfromEheltheck,Zandzankelectronick
transaction@s@reated®orBayment@hrough@hePACHBystem.Erhe@riginal@hysical@heck@sRypically@lestroyedibyr
theltonvertingBentity®althoughFanEimagelbfEtheftheckPmaykbelstoredForaktertainperiodrbftime).BIftaRtheck?
drawnBonBaktrustBaccountBstonvertedfofACH,thefawyerfwillthotBreceiveleitherhelphysicalEheckBoriEatheck?
image.ETheltransactionEwillZappearfonkithellawyer'sEtrustFaccountlistatementasfanRACHEdebitRwithElimited?
information@bout®he@aymentde.g.,@ollarBmount,@ate@rocessed,Briginator®fheFACHR ebit).R

[19]ETobreventonversionBbfEaRheck@oFACHEWithoutBauthorization,alawyerBsEequiredolusehecksBvithEnk
"AuxiliaryPOn-Uskfield."BARtheck@wilIZhotibeleligibleForonversionoBACHERAtREontainsBanFAuxiliary@n-Uskield, Bl
whichBlisBlanRladditional@field@thatFlappearsklin@thelleft-mostEpositionBofEitheEIMICRE(magneticBlinkEcharacters
recognition)AineBniEkbusinessBize@heck.frhelawyerZhouldonfirmBviththeBawyer'sXinancial@nstitution®hatl
theBAuxiliaryPOn-UsieldAsBincludedonithellawyer'sktrustBaccountthecks.BncludingBantAuxiliaryPOn-UsHFieldbn
theheck@villdequireflisinghecks®hatredonger®han@ix@nches.BAs@vith®he@®ther@nformation@n@he@ICRAInelR
oftatheck,®he@outing,BaccountBandaymentthumbers,@heinancial@nstitution@ssuingthe@heck@letermineshel
content®fhefuxiliary@n-UsHield.?

[20]zAuthorizedBACHRebitshatFareRlectronicransfersBffunds@inBvhichBhohecksEarefinvolved)zarethllowed?
provided®@hedawyer@naintains@iecord®bfEhe@ransaction@sEequirediby®Rulefl.15-3(b)(3)EndEc)(3).ETheecord,?
whether@onsisting@fthelnstructions@®rEuthorization®o@lebit®heBccount,BecordrideceiptFrom@heegisters
offldeedsBor@alfinancialRinstitution,BorEtheRlawyer'sEindependentBrecordRofEtheltransaction,EmustBshowrthel
amount,Rdate,BandBrecipientbfhefransferforidisbursement,zand,EinEthelfraselfbfEaEeneralftrustEaccount,zhlsol
showhefhamedfthelientridthererson@o@vhomihefundsibelong.?
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[21]ETheRlawyerBistresponsibleFforzkeepingBaltlient,EorEanyEotherfpersonolwhomEhellawyeristaccountable,l
advisedPofPthelstatustofFentrustedpropertyheldzbyithellawyer.BlnBaddition,Btheflawyerfmustitakelste psktol
discoveranyRunauthorizedftransactionsBinvolvingfrustEfundsFasEoonaskpossible.ETherefore, AtRsPessentialhat
theBawyerregularly@econcileFaBgeneral®rustBaccount.ErhisBneansithat,CatAeastfbncelamonth,thelawyerfmust?
reconcile@helturrenttbankitatementibalancelwithEhekbalanceBshowniforthelentireFaccountinhellawyer'sk
records,BuchsEhXheck@egister@rAtsEquivalent,Basbhe@lateBfhebankBtatement.BAtAeastBncea@uarter,
theBlawyerBmustfreconcilefthelindividualilienttbalancesEshownEonEhelblawyer'stledgerBwithEthelfrurrenttbank
statementBbalance.EMonthlyGreconciliationBwillzhelpFoRuncoverfunauthorized@ACHR ransactionsBpromptly.EThel
current@ankBbalanceBs®hefbalancel®btained@vhenBubtracting@®utstanding@hecksBandm®bther@vithdrawalsFrome
thelbankBtatementkbalanceFandraddingPbutstandingfdepositsEtohelfbankiEstatementkbalance . EPWithEregarditol
trustBfundstheldBinBanyrustPaccount,therelsthlsoRanEaffirmativeldutyftoBproducelaRvrittenFaccountingiforhel
clienttand@o@elivert®o®helient,R®ither@tEhe@onclusion®fhe®ransaction®riperiodically@fFundstaretheldfor
anBlappreciablelperiod.BSuchFaccountings@mustEbelmadelatileastannuallyBorateimorelfrequentintervalszifi
reasonably@equestediby®helient.?

Bank@Notice®fiDverdraftst

[22]EARproperly@maintainedBitrustflaccountishouldRinotfhavellanyRitemsklpresentedrlagainstllinsufficientfunds.k
However,Evenhelbest-maintainedEccountsEre@ubject®olinadvertent@rrorsiby®heankBrizhedawyer,Avhich
maylbeleasilyBexplained.EThelreportinglrequirementtshouldzhottbelburdensomelandEmaykhelpBavoidzamorel
serious@roblem.l

Fraud@®revention@MeasuresP!

[23]ETheBEmandatoryBmonthlyFandiquarterlyBreviewsZandroversightZmeasurestinkRulell. 15-3(i)BfacilitateBearly®
detectionBbflEinternalthefttandBearlyRtetectionBandBrorrectionoferrors.EZTheyBareEminimumBfraudEprevention
measuresthecessaryForheBbrotectionBfFundsBn@lepositAnzEirmErust®rFiduciaryBiccount@romEheftibyEanya
person@vithBiccess@o®heccount.Anternal®heftdrom@rustEccountsibydnsidersEt@awdirm@Eaninlytbe®imely?
detectedGifthelfrecordstofhelfirm’strustfaccountstarelroutinelyfreviewed.EForfhistreason,FRulell. 15-3(i) (1)@
requiresBnonthly@eviewsfhefbankBtatementstandXancelled®@hecksForzlIEeneral @edicated,BandFiduciaryX
accounts.@Ankaddition,Rulell.15-3(i)(2)&equires@juarterly@eviewsBEa@andomBampletbfEhree@®ransactionstHor?
each®rustfaccount,Bedicateditrustfaccount,BandEiduciaryBaccountfincludingBexaminationBbftheFtatementbfE
costsPandBreceipts,Bclientfledger,FandBcancelledEchecksEforhefransactions.EReviewEbfthesePdocumentsEwilIZ
enabletheflawyerto@erifythathelisbursementsvereEmadelproperly.BAlthoughthotBrequiredibyRthelule, Bl
larger@amplehan@hree@ransactionsisEdvisablefolincrease®helikelihood®hatdnternal®heft@villbeRetected.?

[24)AAnother@nternal@ontrol®o@revent@raud@sFound@niRulell.15-2(s)@vhich@EddressesheBignatureuthority
forrustBccount@hecks.tTheBprovision@rohibitsEin@mployee@vhols@esponsibleforBerforming@he@nonthly@ri
quarterlyBreconciliationsEforPaRrustfaccountEfrombbeingalsignatoryfonalcheckBForFhatFaccount.EDividingfthel
checkBsigningBandEreconciliationiresponsibilitiestmakesEitEmoreldifficultEforEboneemployeeltothideifraudulent?
transactions.ESimilarly,Bsignaturelstamps,BoreprintedisignaturellinesBonkchecks,ZandielectronicBsignaturesiarel
prohibited@oBbrevent®heirfiseFor@raudulenti@urposes.?

[25]EInEadditionEtoRthefrecommendationsEinEtheENorthECarolinaEStateFBarETrustBAccountfHandbookE(seelthel
chapterl onll Safeguarding Funds@ from& Embezzlement),? thel following® fraud® prevention measurest arel
recommended:&

(1)&Enrolling®herust@ccount@nEnEutomateddraud@etectionBrogram;
(2)@mplementation®fBecurity@neasures@oireventdraudulent@ire@ransfersmffunds;a

(3)eActivelyBmaintainingBend-userecurityBatftheflawkfirmEthroughBafetyBpracticesBuchFasEtrongBpassworde
policiesBandEprocedures,FtheluselofZencryptionBandEsecurity@software,BandBperiodicEBconsultationBEwithEankl
informationechnology@ecurityGrofessional®odvisedirm@Employees;@Enda

(4)AnsuringihatliFtafftmembersAvholassistAviththeBnanagement@fheftrustBaccountreceivefrainingfoni
and@bideiyEheBecurity@neasures@doptediby®hedirm.z
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LawyersBhould#requently@valuate@vhether@dditionalfraud@ontrol@neasuresirethecessary@nd@ppropriate.B
DutyoReportiMisappropriation@riMisapplicationl

[26]EARIawyerRisErequiredkbyRRulell.15-2(p)RokreportEoRhelTrustBAccount@omplianceBCounselbftheENorthk
CarolinaBStatelBarOfficeRlofEiCounselRifEtheBlawyerfknowsBorreasonablyBbelieveskthatBentrustedEproperty,
including@trust@funds,@haskibeen@misappropriated@or@misapplied.BTheRrule@requires@thellreportingBlofElani
unintentionalPmisapplicationBofEtrustEFfunds,BsuchPasktthefinadvertentfuselbffoneltlient’sefundskonkdepositRinkakl
general@rustBccount®oBpayRhe®bligations®fBanotherlient,Ainless@hedawyer@iscoversBnd@ectifiesiheRrrork
on@ribefore®hethext@Hcheduled®juarterly@econciliation.FAdawyer@s@equired@o@eportthe@onductfdawyers?
andehon-lawyerskasBvellBastheflawyer’sebwntonduct.ZABreportBisrequirediegardlesstbfiivhether@informationt
leading@o®heliscovery®f@helmisappropriation@rinisapplication@vould®therwiselbelprotectedibyRulell. 6.3
disclosure®fonfidential@lient@nformationdsthecessary@oomply@vith@hisEule,@he@awyer’s@lisclosure@hould?
befimited@o®he@nformation@®hati@sthecessary@oEnable®heBtate@Bar@ol@nvestigate.FeeRulell.6,Emt.{15].0

Designationf@ifTrust@ ccount@versightfficer

[27]AnEEirmBvithRwolbrEnorelawyers,BersonalbversighttbflallE@helactivitiesAnEhe@eneral®rustBaccountsk
byRallbfEtheBawyers@nthefirmAstbften@mpractical.ENevertheless,FanyflawyerinthefirmBEvhoRlepositsEintoRall
general@rustBaccountFunds@Entrusted@o@hedawyerbyibrdntbehalfbfEaRlientAsErofessionally@esponsibleor
theBadministration@®fEheRrustBaccountBn@ompliance@vithRulell.15@egardlesstbfvhetherhedawyer@irectly?
participates@n@heBadministration®bfEheRrustEccount.BMoreover,Ruleb. 1&equirestlidawyers@vith@nanageriall
orBupervisoryFauthorityPoverthelbtherflawyersBinBakfirmEtoPmakelreasonablefeffortsitofensurehatthefbthers
lawyersBtonformtofthefRulestbfProfessionalonduct.FRulell.15-4Fprovideskalprocedurelforlelegationfofthel
oversightBbfthelfroutinePadministrationofEageneralrustfaccountoRafirmEpartner,Bshareholder,t?brfmembert
(seePRulell.0(h))EInBaEmannerhatBisEprofessionallyFresponsible. EBByRidentifying,®Rraining,Zandedocumentinghel
appointment®fEaRrustBaccountbversighttbfficerd TAOO)ForEheAawHirm,RhedawyersAnEaBmultiple-lawyerEirmE
mayBresponsibly®lelegate®he@outineBadministrationBbfheirm’sBEeneral@rustBaccountstotaualifieddawyer.:l
Delegation@onsistent@vithhe@equirementsBfRulell.15-4@s@Evidence®Edawyer’ s&oodFaith@Effort@o@omplya
with@Ruled.1.8

[28]aNevertheless,@esignation®EITAOO® oes@hotinsulate@romiprofessional@isciplineBadawyer@vhoBbersonally
engaged@nishonestEbrEfraudulentfronduct.BMoreover,BhBlawyerfhavingBactualBbrEonstructivelknowledgelbf
dishonestBlorBfraudulentBconductBorEthe@mismanagementlRofalitrust@accountlinBviolationEofEthefRuleskof
ProfessionalBConducttbyRanyrfirmilawyerkorfemployeelremainsZubjectftoRprofessionaldisciplinelifftheflawyerk
failsEtollpromptlyBitakellreasonableBremedialFactionBtoRavoidEtheliconsequencesBofEisuchBiconductBincludingt
reportinghe@onductBsequiredibyRulell.15-2(p)DriRule®.3.Beei/soRuled. 1EndRule.3.2

Limitations@n@elegation@ofTAOOR

[29]Despite®heesignation@®EETAOORpuUrsuant®o@Rulell.15-4,@achBawyer@nEheirmEFemains@rofessionally?
responsiblefforfthelftrustfPaccountFactivityBlassociatedPwithFthellegalimattersEforEwhichBthellawyerfprovidest
representation.BFTherefore,BforFeachllegalfimatterBforwhichBtheflawyerisBprimaryBcounsel, BtheflawyerZmust?
reviewEandBapprovelanyllisbursementZheettbridettlementBtatement,RrustBaccount@entry@nithelientBledger,
and@rustfaccountltbalancelassociated@withEthematter.BSimilarly,FalawyerfwholestablishesEafdedicated@rust?
account@rfiduciaryBaccount@inonnectionBwiththelepresentation®fRallientBistprofessionallyGresponsibleffor
theBdministration®fithe@ledicated@rust@ccount®rFiduciary@ccount@n@ompliance@vithRulell.15.2

TrainingForBervice@is@PTAOOR

[30]eARyualified@provider@®fheRducational®raining@rogramsfor@ETAOO@escribed@nRulell. 15-4(c)(1)(C)heednl
notibeEnccredited@ponsor®fEontinuingdegal@®ducationBrogramsisee 7BNCACED,Rule1520),BbutEmustiel
knowledgeableFandireputablefinEtheBspecificEfieldBandEmustEofferFeducationalZmaterialsaskpartRofEitsEusuall
coursefbusiness.FrainingBnaybeRompletedialiveBpresentations,Bnlinefourses,BbrEelf-guided@tudy.Belf-
guided®tudy@nayRonsistbf@eadingfrticles,Bresentation@naterials,BrAvebsites®hatthavefbeen@reateddor@hel
purposeffducation@n@helareastfFinancialFraud,BafeguardingfundsBfrom@Embezzlement,Eisk@nanagement?
forbankBEccounts,@Anformation@Eecurity@nd@n-linefanking,Bribasicccounting .
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HistoryiNote:BtatutoryBAuthority®.S.B4-23R
Amended@archi,2003;@arch@®,2008;Aune®,2016E

27 N.C.A.C. 1D, Rule .1316, IOLTA Accounts

(a)AOLTARAccountDefined . ®Pursuant@o@brder®f@heMorthEarolinaBupremeourt,®veryEeneral®rustEccount,
as@lefinedd@nhe®ules®fProfessionalonduct,@nustibendnterest®r@lividend-bearingZccount.JAs@isedtherein,?
“interest”Bhall@efer®ofbothAnterestEand@ividends.)Funds@eposited@nEREeneral Anterest-bearing@rust@ccounts
musttbelavailableForAvithdrawalBipon@equestBand@vithout@lelayAsubject*ofanyhoticeRperiodxhat®heBbankAskl
requireditolreservelbyRlawlorRregulation).BAdditionally,BpursuanttolN.C.G.S.245A-9,FalkettlementagentBwhol
maintainsBaRrustPorescrowlaccountiforthelPpurposestbffreceivingBandtisbursingftlosingffundstandloanZFundsk
shall@irect®hatBany@nterest@®arned@®nFundstheld@n@hatEccount@elpaid@oRheNCHtateBarRotbeRisedFordhel
purposestauthorizedinderhe@AnteresttbnAawyersE rustBAccount®ProgramiaccordingoFection1316(d)elow.E
ForZthelpurposestofEtheselfrules,FallZsuchBaccountstshallzbelknownBasE‘|OLTABAccounts”BlalsoBreferreditoRask
“Accounts”).B

(b)&EligiblePBanks.ELawyersEmaylfmaintainBonelorZmoreRIOLTARAccount(s)BonlyFatlbanksRandrsavingsPandrloant
associationsithartered@inderMorthiarolinaBbrFederaldaw,zsEequirediby®Rulell. 15 fAheRules@b@Professional
Conduct,Rhat®fferEnd@naintaindOLTARAccounts@hat@omply@vith®heRequirements@etForth@n@hisBubchapter
(EligiblemBanks).Bettlementtagents@hall@maintain@ny@OLTARccountBs@efinedibyN.C.G.S.B5A-9@ndEbaragraphi
(a)EabovelonlyZatFankEligibleEBank;thowever,FalsettlementFagentlthatisEnotEalklawyerfmayfimaintainfanFIOLTAR
AccountfatBanyEbankBthatBisinsuredEbythelFederalzZDepositElinsurancelfCorporationBandzhasalcertificateof
authorityBoransacttbusinessfrom@heNorthEarolinaBecretaryfbtate,BprovidedhetbankEAsEapprovedibyENCE
IOLTA.helletermination@EbfAvhetherBaibank@skligible®halltbe@nadebyENCAOLTA,AvhichBhallEnaintainki)ZRistr
offparticipatingligible@BanksEavailableRolIEnembersbftheBtateBarEndRoRBettlementBagents,Ganddii)EdistR
oftbanksBpproveddorhon-lawyerBettlementEgentdOLTAR ccountsvailable®omon-lawyerBettlementEgents.ZAR
bank®hatHFailskoPmeethe@equirementsifthis@ubchapterZhalltbeFubjectf®nlyEoRerminationtbfAtsEligibleBbriz
approved@tatustbhyINCAOLTA.AAFiolation®fRhisRule@hallfhotieRhefasisHorivildiability.?

(c)eWoticePlUponBOpeningBorPClosingBIOLTAPAccount REveryBlawyer/lawEfirmBorBsettlementPagentPmaintaining®
IOLTARBAccountsEhallzadviseBNCAOLTARDfAhelstablishmentibrixlosingfbfeach@BOLTARAccount.BuchthoticeFZhallz
includedi)&@hefhame@®fhetbank@vhere®heBccount@s@naintained,Jii)@heBhame®d®he@ccount,Jiii)@heBccountl
number,BandRiv)EhethameBandbarthumberfbfthelawyer(s)BnEheFirmEnd/or®Ehebhame(s)BBanython-lawyerl
settlementEgent(s)@naintaining®heRccount.fThe@NortharolinaBtateBarBhallFurnishEoRRach@awyer/lawdirm@
orlettlementBagentEmaintainingEanEIOLTARAccountsEaBsuitableEplaquelexplainingfthelprogram,EBwhichEplaquel
shalltbe@xhibiteddn@he®ffice@fhe@awyer/lawdirmBDbrEettlementigent.?

(d)eDirectivebtotBank.FEveryBawyertBbrlawFirmBandREvery@ettlementtagent@BnaintainingBa@NortharolinaRIOLTAR
Accounts@hall@lirect@nyibankA@n@Bvhich@En@OLTARccount@s@naintained®o:l

(1)EemitAnterest,AessEany@leductionXorBallowable@Eeasonablefbank@ervicekhargestriXees,fasfusedtherein,?
"servicefcharges"BshalltincludeFanyBchargelorfeelchargedibyPalbankZonZanEIOLTARAccount)FasdefinedEink
paragraphfe),Gtdeast@uarterly@o@NCAOLTA;E

(2)Rransmit@vith@ach@emittance@o@NCAOLTARBtatementBhowingFor@achBccount:Hi)2hethame®fRhelaw?
firm/lawyerBorBsettlementPagentBmaintainingBtheFaccount,Blii)Bthellawyer/lawEfirm’sBorZsettlementagent’s?
IOLTARAccountEhumber,Biii)BtheBearningstperiod,Bliv)EtheFaveragelbalanceBofEtheFaccountEforfhelearningsk
period,Av)&heltypetfEaccount,fvi)Ehelate@®fAnterestEhpplied@nZomputing@he@emittance,Avii)@heBmount?
ofinyBerviceRhargesforheRarningsieriod,Endiviii)®hehet@emittanceorEhe@arningsieriod;Enda

(3)@ransmit@o®hedawirm/lawyer®rBettlement@gent@naintaining@he@ccount@BReportBhowing®heEmount?
remitted@oNCAOLTA,®heRarningsieriod,Band®he@ate®fAnterestBpplied@nEomputing®he@emittance.d
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(e)mAllowableReasonableBervicefCharges.EligibleBanksEmayRlect@oRvaiveRany@rilBervicefhargesmbnAOLTAR
Accounts.AfFaEbankEdoeshotlwaivelservicelchargestbonIOLTARAccounts,Zallowablelreasonablelservicelfchargesk
mayBbelassessedtbutonlyagainst@nterest®arned®bnEhe@AOLTARAccountBrfundsepositediby®heawyer/lawi
firmBbriZettlementfagentBinBtheOLTABAccountFortheFburposelbfEpayinguchitharges.BAllowableRreasonablel
servicethargestmaykbeRleducted@FromBnterestBonBanBOLTARAccountBonlyBatheatesBand@nEaccordancewithi
thelbank'sBstandardFpracticeBforBcomparablefnhon-IOLTARaccounts.BAllowableRreasonablelBservicelfchargesEfork
IOLTABAccountsEare:di)BaeasonableBAccountBmaintenancefee,Hii)Berxheck®Eharges,HAiii)Fer@eposittharges,?
(iv)EhEfee@nBieudfBaEminimumibalance,Hv)Xederal@leposit@nsurancefees,tand@vi)zhutomatedransferdSweep)a
fees.BAllBervice®harges®ther®hanllowable@easonable@ervice@hargestssessedgainstBanAOLTARccountBarel
thelBresponsibilityPbfandEhalltbelpaidtbyRhellawyerRorklawifirm.ENoBservicelchargeskinfexcesstbfEhelfinterest?
earnedBonEtheRPAccountBforBanyZmonthiorfquartershallzZbeldeductedBfromBinterestBearnedonotherZIOLTAR
Accountsr@romEheBrincipal®fEhe@\ccount.i

HistoryiNote:BtatutoryBAuthority.S.[B4-23R
Readopted@®ffective@December®,F1 9940

AmendmentsFApprovedtbyRtheFSupremeEourt:@Varchb,FR2008;EFebruaryb,Z2009;Rlanuaryk28,22010;2MarchEB,x
2012;August®3,20120

27 N.C.A.C. 1D, Rule .1317, Comparability Requirements for IOLTA Accounts

(a)®omparability@fAnterest®Rate.EligibleBanksEhat@®fferind@naintaindOLTAEAccountsBnustBpay@ofanAOLTAR
AccountthebthighestiinterestateBgenerallyBavailableEfromihefbankEolhon-IOLTABAccountsi ComparablefRate)a
when thel IOLTAR Account® meetsl or@ exceeds the samel minimum( balancel or other@ account eligibility®
qualifications,BfEany.AndeterminingthelfhighestBinterestlrateBgenerallyFavailableEfromEthelbankEoPhon-lIOLTAR
accounts,BlanEligible@BankRmaykiconsider@factors,RinBadditiontoBithe@IOLTARBaccountRbalance,Blcustomarily?
consideredBbyRtheBbankBwhenBsettingBlinterest@ratesBforitsEicustomers,BprovidedithatEsuchRfactorsEdolinota
discriminatefetween@OLTARccounts@ndion-IOLTAGccounts.?

(b)EOptionsEforESatisfying@Requirement.BAnEEligiblePBankEmaysatisfyPtheEComparableERatelrequirementbya
electing®ne®fthefollowing®ptions:

(1)auseBnEccountBroduct®hatthas@omparableRate;R

(2)@vithoutBactually@hanging®he@OLTARAccount®oRhefbank'siLomparableRate@®roduct,Bay®hefomparablel
Rate@®nEhe@OLTARAccount;r

(3)@ayhetbenchmarkate®Benchmark),BvhichBhalltbeReterminedibyENCAOLTARPeriodically,BbutthotBEnorel
frequentlyBhankeveryGsixBmonths,EtolreflectBtheloverallZComparablefRatefortheENCEIOLTARprogram.EThel
Benchmark®hallbeRFateEqualRotheREreatertf:Ri)D.65%mriii)®H5%DAheFederalFundsiTargetRateasibE
theirsttbusiness@lay@®f@he@OLTARemitting@eriod,EandBhallbethet@fllowable@easonable@erviceXharges.i
Whenpplicable, ANCAOLTARvill@xpressEhe@Benchmarknelation®oXhe@ederal@FundstTarget®Rate.:

(c)@DptionsHorBccountilypes.BAnAOLTAB ccount@nayibe@stablisheds:2
(1)Esubjectttofparagraphf(d),BakbusinessfcheckingaccountBwithBanfautomatedrinvestmentifeatureSweepl
Account),BsuchBasBanEovernightZinvestmentZinEfinanciallinstitutionEdailyBrepurchaseBagreementsZorZmoney
marketEfundsBinvestedisolelyRinEorEullyEcollateralizediEbylUSEgovernmentisecurities,BwhichZareEFUSET reasury
obligationsZandbbligationskissuedorZguaranteedrtasttolprincipaltandBinterestfbyfthefUnitedEStatesEoranyl
agency@rinstrumentality®@hereof;?

(2)@RheckingBccounti@aying@referredinteresti@ates,Buch@s@narketibased®ra@ndexed®ates;?

(3)BaBpublicEfundsinterest-bearingBtheckingfaccount,BsuchPasFaccountstusedForPgovernmentalPagenciestand?

150



otherBhon-profit@rganizations;

(4)@Endnterest-bearing@heckingccountBuch@s@mhegotiablefrder®f@vithdrawalNOW)Eccount,Bribusiness?
checkingBccount@vithlnterest;ri

(5)AnyBtherBuitablednterest-bearing@lepositBccount®fferediby®hefank@olitsthon-IOLTARuUstomers.:

(d)@FinancialERequirementsforSweepBAccounts.BlfElaBbankBEestablishesBanBIOLTABAccountRasEdescribedlink
paragraphfc)(1),®hedollowing@equirementsinustibeBatisfied:En@vernight@nvestment@nEinancial@nstitution
daily@epurchasegreement@halltbeFully@ollateralizedtbyRInitedBtatesBgovernmentBecurities,Eas@lescribeddnk
thisfRule,Bnd@Enayibelestablished®nly@vithEnEligible@Bank®hatAs well@apitalized"®radequately@apitalized"
asBthoselltermskarelidefinedRbyRapplicableBfederalBstatutesFandBregulations.RAR" moneyEmarketBfund"RisFant
investmentfompanytegisteredlinderhelfinvestmentBCompanyBActfEl940,FasFamended,hatBiskyualifiedEtol
holdaAtself@ut@olinvestorstasta@money@arketFundBinderfRulesEandRegulationstadoptediby®heBecuritiestand?
ExchangeBCommissionBoursuantltofsaidBAct.BARMoneyEmarketFundiEshallzbeRinvestedisolelyBinEUnitedEStateskl
governmentBecuritiesBbr@epurchasefagreementsfully@ollateralizedibyRnitedFtatesovernmentBecurities,Zsk
describedBnhisERule,Phnd,Fattheimelbfthe@nvestment,EhallthavelftotalassetsibffatAeasttwolhundredEiftyd
million@lollars{$250,000,000.00).7

(e)Anterestalculation.AnterestBhalltbeltalculated@nBaccordanceBvithBankEligibleEBank'sBtandardBpracticelfork
comparable@on-lIOLTARccounts.kl

(fiHigherRatesand@Vaiver®fBervice@hargesiAllowed.MNothingAn&hisEuleZhallPprecludeRaBarticipatingtbank?
fromBpayingkalkhigherfinterestlratefthanEdescribedFabovelbrielectingtoEwaivelanyiserviceFchargesEonEIOLTAR
Accounts.?

History:@rder®fhedN.C.Bupremeourt?
Adopted@anuary®28,20108

SECTION II: KEY CONCEPTS IN CLIENT TRUST ACCOUNTING

Thelfollowing@evenikeyRoncepts@rovidefthelackground®outheed®oRinderstand®ouritlientrustBaccounting?
responsibilities.?

Key Concept 1: Separate Clients are Separate Accounts

ClientBA'sBnoneyihasthothing®o@loAvithE lient@'sEnoney.Even@vhendoutkeep@hemAnEiEeneral@rustEccounts
(alsoknownPasPanFIOLTARaccount),Feachiclient'sBfundskarefcompletelyZse parateBfromEthoselofEallEyourtother
clients.BinBother@vords,B/ouareENEVER allowedEoluselbnelklient'stmoneyltokbayanotherlient'sEorEourfowni
obligations.@

InGh@eneral@rustBccount,@he@vay@oRistinguishBnelient's@noney#romEanother'sAsEokeeptlientdedger@
eachBindividualtlient'sEfunds.BARtlientRledgerellsE/outhowEmuchPmoney@ou'velreceivedibnkbehalfZofFaktlient,
howEmuchEmoneyyou'velbaidbutPonkbehalffofEhatitlient,BandhowEmuchEmoneyithatitlientthaskleftRinByour
generalftrustPaccount.BIffyouarelholdingEBmoneyBinByourfgeneralftrustBaccountBfortenkclients,Eyouhaveltor
maintaindenBeparatelientdedgers.AfFoutkeepEachitlient'sdedger@roperly,{oulvillZdlwaysEknowRxactlyGhowd
muchBf@heBmoney@nourEeneral@rustBaccounttbelongsiofachilient.3fouon't,Fyoulvilldoseltrack@®thowe
muchBnoney@achXlientthas,Eand@vhen®doulnakeBpaymentsutBfour@eneral@rustBaccount,ouvon'ttknowr
which@lient's@Enoney®ourefising.kl

Alsohote,AfFourtlient's@noney@an@arn@ncomeibecause®heFundstaredarge@nough@nBamount@riretheldFork
adongerioddfEime,®henBouRannotilace@hefunds@n@EEeneral@rustBccount.frhefunds@nustie@epositeddnk
anBaccountBdedicateditolthatfclientBortransaction.BfForPmorelinformationfontdedicatedBtrustPaccounts,Pseel]
SectionBlll,Erust@ccount@Basics. |
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Key Concept 2: You Can't Spend What You Don't Have

EachllientBhasBonlyEhisForherBownEfundsBavailableFtoBcovertheirBexpenses,BnofmatterzhowEmuchBmoney
belongingolothertlientsAs@n® ourEeneralrustBaccount.BYourBgeneralktrustBaccountBmightthavelakbalancelof
$100,000,BbutBEfFoure@®nlyfholding® 10For@Rertain®lient,oukan't@vriteB@Eheck@or10.50@nbehalfbf@hat@
client@vithout@isingBome®therlient's@money.k

TheBfollowingEexampleBgraphicallyEillustratesEthistoncept.BAssumelyoularelholdingEatotalEbfE5 5,000 orEfourf
clients@n®our@Eeneral@rustEccountisiollows:H

ClientBABS 1,000
Client@E$2,000
Clienti&S1,5008
Client@DES5008!

Total@l  $5,0000

IfyoulvriteBaEheckBor 1,500 romRtheBeneral@rustEaccountForlientD,1,000@b thatEheck@AsBgoingftotbel
paid#or@ylientstA,®B,EndE.ErheFundsdou@retholdingdn@rust@or@hemz@reieingiseddorTlientd'sExpenses.k
YouBhouldthaveBaRotalEbfE 4,500 orE lientsEA,BB,BandiC, Bbut®oulbnlythaved 3,500ReftAnhe rustEaccount.Bnk
StateBBardisciplinaryBmatters,BthelfailureoRimaintainBalsufficientBclientBtrustPaccountfbalancelwilIZsup portFal
finding®fEnisappropriation.?

Key Concept 3: There's No Such Thing as a “Negative Balance”

It'sthotBincommon@Anibersonal@heckbooksHorBpeopleEovrite@hecksigainstnoney@heythaven't@lepositedd et
or@REheck®hatthasthotXleared¥et,EandZhowRthisEasa negativelbalance.”Anxlient®rustEiccounting,®@here'sEhol
suchthingRaskalhegativelbalance.PAR negativelbalance”FsPattbestPalsignEbfthegligenceland,BatBvorst,BalSignbfR
theft.l

In&lient@rustBccounting,®hereBre@®nly@Ehree@ossibilities:H

- Youthave@@positive balancefwhilefou@retholding@noneydor@ilient);a
- YoubhavelZero balancefwhen@liEheilient's@noneyihasbeenipaid@dut);Dri
- YOURHAVEBRPROBLEMbecauseheibalancesdess than zero (aBo-callednegativeialance”).B

Key Concept 4: Timing is Everything

It®akesEanywhereffromEiayRoBeveralAveekstfter®oulmakeReposittbefore®he@moneyibecomes@availabler
forBuse.”BAEclient'sEfundsBaren'tE‘available”BforByouroRusefonthelclient'sEbehalffuntilttheyhavelcleared@hel
bankingBprocesstandibeenixreditedibyhelbankEoBourgeneral®rustBaccount.A ThisAsEspeciallyErueBvhen®/oul
receivelPanBIinsurancePrompany'stsettlementfdraft—whichBtannotitlearfuntilftheftompanyBactually@receivesithel
draftFatRitsBhomelofficeBduringfthelfbankEcollectionBprocessFandrzhonorsBtheldraft.BThus,Binsurancelfcompanyl
settlement@rafts@vill@akeHonger®olear®ourEccount.)AfYoulvriteEEheckForBaXlientEtEnyRimekbefore®hatl
client'sBfundsBclear@helbankingfprocessEandBarelcredited@oByourgeneralrusttaccount,Fordinarilyteither@hel
check@villdbounceroulvilltbefising@therlients@noney@oover@heheck.?

TheltimeBitakesForrusttaccountBfundsolbecomeblavailablekfter@leposittdependstonhefformBEinBvhichBoul
depositBthem.BEveryBbankiEhaskdifferent@procedures,BsoBwheniyouflopenyourtrustBlaccount,BgetBthelbank'sk
schedulebfEwvhenFfundsFarelavailableEforAvithdrawal.EDependingfbnithelinstrument,ByouPmaythaveltoRvaitPask
manysf SAvorking@laystbefore®oukanieReasonably@onfident@hat®heFundsEreivailable.ForExample,®vent
ifyouPmakelaltashfdeposit,EthePmoneyfmaythotkbelavailablelforfuselRuntilheffollowingkday.BlfEyoulte positEhl
personal@Xheck@FromEn@ut-of-statetbank,khe@noneyRvillkake@onger®oibelavailable.EitherAvay,Runtildhefbank?
hasitredited@@eposit@oFour@Eeneral@rustBccount,Foukan'tBhayButnyBortion®fthat@noneyFor@hat&lient.?

YouGhlsotheedRoknowRvhatRime®ourbankthasBetFastheleadlineffor@ostingiepositsofthat®ay'sibusiness?
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andHoraying@hecksBresented®oft.@therwise,EBven@vhen®outhaveReposited@ash,Foudnay@ndaipRirawing?
on@incollectedfunds.@orE@xample,det'sBayFourbank@redits@ny@eposit@nadefterBPMBnREheHollowing@iay,R
butBstaysEbpeniforkbusinessEuntiltBEPM.EY ourlclientBarrivesEatB:30FandEgivesiyouls 5,000 nEeash, BwhichBEyoul
immediately@leposit. BAtRHPMFoulvriteBFEeneral@rustccountheckBgainst®hat@noneyo@ayEindnvestigator.kl
IfZtheBinvestigatorPpresentsheltheckiforfpaymentkatEthelbankkbeforelitktlosesEatEEEPM,EtheltheckBwillZeither
bounce®ribe@overedbytherilients@money.:

YouPmaybeltemptedioldoRyourtclientPalfavorbyRwritingBalcheckEfromByourZtrustfaccountttolthelclientorf
settlementEproceedsibeforehelsettlementtcheckEhaskttlearedibecauselyouzknowRthere'sEmoneykbelongingftol
otherlientsEinByourZgeneralrustfaccounttoltoverithisktlient'sttheck.FDependingfboniheltircumstances,Byour?
clientBmayBinsistFthatByouldoRthis.PDon't.BlfEyoulto,Byou'lIRendRupBnritingPacheckF olPbnelklientRusingfanother
clients'@noney.XouBhouldmeverthelpBneilientttheRExpenseBFourbligations@oFourttherlients.@Anbther?
words,thomatterthowlexpedientforikindtbriztonvenientBitZbeems,Elon'ttmakelpaymentstbnBourlients'Ebehalf
before@heir@leposited@undsthaveleared.@Dtherwise,Booner®rdlater,Fou'll@ndpBpending@noneyourlients
don'tthave .

SomePkbankskofferfani‘instanttcredit”’BarrangementwherefhelbankBagreesofimmediatelyfreditfaccountsior?
deposits@vhile®he@ank@wvaitsFor®heFundsErromEanotherinancial@nstitution.ZFor@noreBinformation@®n Instant
Credit,”BeeBectiondHFundsfzout. B

Key Concept 5: You Can't Play the Game Unless You Know the Score

Inlient®rustBaccounting,®herefare@wolkinds@bfbalances:Ehe runningtbalance”®ftheBnoney®outaretholding?
forach@lient,Bnd&he@ runningibalance”®fthe@eneral@rusti@iccount.?

AF'runningBbalance”Bstheamount®outhavelinBanBaccountlhfter®ourhddinlRthedepositsEincludingBinterestl
earned,®tc.)BandBubtractBaliRheBmoneyBpaidibut?includingfbankithargesForAtemsBlikeRwvirelftransfers,zetc.).Ank
other@vords,®Rheunningtbalancel@s@vhat'sAn®heBiccountBtEny@Eiven@ime.Erhe@unningibalanceXor@achx/ient?
istkeptBonheltlientledger,BandthefrunningkbalancelforPeachitrustticcounthistke ptPontheRPaccountBournal .B[AR
sampleltlientdedger@s@hown@n@ ppendix@B2. ]2

MaintainingBhBrunningkbalanceforBaktlientBisEsimple.FEverytimeRoulmakelakdeposittonibehalfRofEaktlient,Boul
writeftheEamountif@heRleposit@n@Ehelient@edgerandiiddbtE ot helprevioustbalance.BEvery@imeRoukmakelak
paymentEonkbehalfZbftheltlient,ByouBnriteRheRPamountinttheltlienttledgerfandBubtractlitEfromEtheRpreviousk
balance.fhe@esult@s®he@unningibalance.frhat'sthow@nuchEnoney&heilientthasdeftoBpend.R

Youlfigure®ut®he@unningibalance@orhe@eneral@®rust@ccount@heBamel@vay.Every@imeFounakeB@eposit@or
theREeneral@rustBccount,Foulvrite®heEmountB@he@leposit@n@helccountfournalBnd@iddAtRo®heRprevious?
balance.FEEveryimeRoulmakelakpaymentZromEhe@eneral@rustBaccount,BoulvritefthePamount@nEtheBaccount?
journalEndBubtractitFromEhelpreviousibalance.fThe@esultAs@he@unningialance.fThat'sthowEnuchEnoneyds@nE
the@ccount.?

Sincel“youlkan'tBspendiEwhatlyouldon'tfhave,”ByoulshouldicheckBhelrunningtbalancelRinFeachiclient'sEledger
beforeoulvriteEny@Eeneral@rust@Bccount@hecksFor®hatlient.AThat@vay,Bffourecordsre@ccurateEndaipiol
date,dt'sEImostl@mpossiblefoBay@ButEnore@noney®han@helientthasin@®hezccount.?

Key Concept 6: The Final Score is Always Zero

The@oal@n&lientRrustBaccounting@s@omakeFZure®hat@very@ollar®oueceive®nibehalffERlientAstultimately?
paidBbutltolRtheltlientfatfhelronclusionBbfthelrepresentationBorZolthirdipartiestontheltlient’sEbehalf.BWhat®
comeslnforEachilient@nust@®qual@vhat@oesButFor@hatlient;Eho@nore,Eholess.kl

ManyBlawyersthaveBsmall,EinactivelbalancesiEinEheirBgeneralfrustfaccounts.BBometimesttheselbalanceskarehel

result®fB@nathematical@rror,Bometimes®heyGarebpartaFeelouforgotRoRake,BandBZometimesEatheck®oul
wrotefhevertleared®rvasn't@ashed.?
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Whatever@heeason,EsdongBas@he@noneyds@n®our@eneral®rust@ccount,joure@esponsibleorft.CThedonger
thesefundsBtay@n@helbank,@hefharder@tAs®o ccountforhem.Therefore,joudhould@ake®are®hoseBmall,?
inactivelbalancesas@oonEasEossible,Ancluding,@Gfthecessary,BfollowinglupRvithBpayeesoFindEbutBvhyRakthe ckR
hasn't@leared.r

IfByoultakelste psttoftakelrareoftheseBsmallzbalancesPandBarelstillZunableftoRpayFoutBhelfunds,Byoulshould@
consider@vhether®heRinclaimed@nonies@Enustie@scheated@o®heBtate.For@nore@nformation®nZEbandoned®rA
unclaimed®unds,BeeBectiondl,Part@D.B

Key Concept 7: Always Maintain an Audit Trail

AnF‘auditrail’BsEheBeriestbftbank-created@ecords,AikefancelledEhecks,Bbank@tatements,ftc.,thatEnakedt?
possibleftoltraceBvhatthappeneditothePmoney@oukhandled.FAnPauditftrailBhouldBstart@vhenever@oultreceivel
fundsBnibehalf®f@RlientEinddhould@ontinue®hroughhefinal@heck®Foudssuehgainsthem. @VithoutBnEudit?
trail,@/outhavelholvayEoEhowthat®oufhaveakenBroperareffourlients Emoney,BbrAoRexplainBvhat@/oul
didBwithEtheEmoneyRifFanyiiquestionsBicomelRup.BTheFauditftrailisEalsoFanBimportantftoolfortrackingBdowni
accountingBerrors.AfZyoudon'tEmaintainBanFauditfrail, ByouBwillEfindEitEhardRoltorrectheBsmallEmistakes,Blikel
errorsBinBadditionBbrBubtraction,Bandthekbigkmistakes,EikeEmiscreditedeposits,EhatFarefinevitableBvhenEoul
handle@noney.?

TheBkey@o@nakingE@oodBaudit@raildstbeing@lescriptive.Aet'sBay®outaredilling@utE@eposit@lip@orHiveXhecks?
relating@o®hree@eparateXlients.;AllRhefbank@equiresdoudooAsAvrite@ownRhe@ankAdentification@odeFork
eachxheckBandheltheckBamounts.EThisBdoesn'tAdentify@BvhichilienttheBmoneykbelongsktto.Bfoulncludelthel
namebBfEheilientBandikeepihRopyRrimakehluplicate,oudvillkknowBvhichxlientheRheck@vasHor,BEvhich@AsE
the@purpose®En@uditirail Erhat@vill@nakedtEasyEoEnswerEny@uestions@hat@omellip,@vendearsidater.?

BytheBsameRoken,BeveryktheckByouBvriteBfromByourBgeneral@rustPaccountBshouldiidentifyPonitheRfacekofEhel
checkheltlientBonBvhoselbehalfEitRisBuritten,BsoRthatFitFisteasyRrofmatchfupitheEmoney@withEheltlient.EThat?
meansdouBhouldiNEVER makeutkaEeneral@rustBccount@heck@o@ash,Bbecause®heredsthoAvayEofknowdaterl
whoBactually@ashed®he@heck.@FouBrethandling@nore@han@®neiaseFor@hetlient,BAndicate@vhichBmatter@hel
paymentsEndeceiptsielate®onFourhecksEnd@epositFlips.H

SECTION III: TRUST ACCOUNT BASICS

A. Trust Accounts: What Are They and How Many Do You Need?

What is a trust account?

ARrustBccountAsEitbankZccount@naintainedd@ncident®o@awyer'sdawipractice@nEvhichRhedawyertholdsFundsk
received@n@Eiduciary@apacity®nibehalf@fribelonging@o@ilient.Beefulerl . 15-1.2

Who must have a trust account?

AnyAawyerfwholreceivesffundsAnaiduciaryapacity@n@heontextthis@briherdaw@practiceBmustthavelaccess?
to®rAnaintainBRrust@ccount.CThefawyerBnustthavelhccessEoriEstablishBERrustBccountibeforeeceiving@uchll
funds.BeeRulelFl.15-2(a),Ab),EandHc).Aawyers@AvhoRohotFeceiveFundstbelonging o ribnibehalfBbfitlientslol
notthaveothaveErustccount.Bl

How many trust accounts does a lawyer need?

Generally@®peaking,ZalawyerheedstnlyEbneltrustPaccountitolfhandlemoniesieceived@nftrustBwvhichBareleitherf
nominalEinBamountforfheldeforFalshortBperiodEofEtime.BWithinEthistcommonlkaccount—calledZakl'generalFrust?
account"—theFundsfEmanyilientsBmayfbefommingled®oBAongRastadequatelrecordsaretkeptoldentifyfthel
fundsf@ach@lient.Fee@®ulell.15-1(h)@ndRulefl.15-2.Afesired,BHawyer@naythavemultiple@rustEccountsHork
administrativeBpurposes.FForexample,AawyersibftenthaveRrustPaccountsiforfrealfestateltransactions@vhichBarel
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distinct@rom&herustBccounts@iseddorDtherZlient@natters.?

Does each lawyer in a firm need a separate trust account?

No.FEachBawyerBnBakfirmEmayRethicallyBuselthelfirm'sBgeneralrustfaccount@ollongRasFadequatelrecordskbfEthel
fundsBofBleachBklientParelmaintained.BHowever,EmultipleFaccountstarelpermissible. FARlawyerBmaypersonallyl
maintainBeveral®rust@ccountslfthe®rBhe@lesires.BeeRulefl.15-2.5

Is a lawyer ever required to establish a trust account for one client, one transaction, or a series of integrated
transactions?

Yes.TheBize®he@epositbrithedength®fiime®he@lepositeddundszre@olbetheld@ouldbeBuch@hat@@prudent?
personBacting@nEakfiduciaryXapacity@vouldibelexpectedrtolnvestthetfundskbnibehalffofthelbeneficiary,Pandzal
lawyerBteceivingffundsfinder@uchircumstances@vouldihave@orrespondingfbligation®oRle posittheFundsAnk
aBkeparatelinterest-bearingfor?'dedicatedBrustPaccount."?FRulefl.15-1(c).BCommentZ[3]ZfollowingPRulel1.15-4
containsEhaRlistEbfEfactorsolbelronsidered@vhenkdeterminingBvhethertherelfisPhdutyftolte positEfundskintoal
separatelinterest- bearing@ledicated®rustBaccount.BAny@Anterest@eneratedds@helroperty®®helient.Bee@Rulel
1.15-2(q).B

What sort of bank account must be maintained?

SinceE@awyerthasEnithicalbbligation®oBaytbritieliverlientfundsBromptlyEsBnstructediby®heltlient,Rrust?
accountsBlarelgenerally@demandBaccountsBwithBcheckBwritingBiprivileges.BPursuantftoFanRorderBofEtheENorthi
CarolinaBsupremeRCourt,Ebeginninglanuaryll,F2008,BeverykgeneralftrustBaccountEmustibelankinterest-bearingf
account,FandEthelestablishmentEofFanyBsuchgeneralBtrustBaccountEmustbelreporteditotheENorthECarolinal
InterestPonELawyersETrustAccountsEprogramBNCEIOLTA)ForBinclusionBInENCRIOLTA.ESeePRulerl. 15-2(b)2andER 76
NCACELD,Bection@1300.Thelnterest®arned@®nBuchEccountsis@emittediby®he@epositorytank@irectly@o®hell
IOLTABoard®d T rustees@vhichBubsequently@listributes@hefunds@n@hedorm@®DfFErants@o@personsrEntitiesHork
variousipublicBurposes@niccordance@vith@he@ules@INCAOLTA.HFor@nore@nformation@®nBAOLTARIccounts,Beel)
Section. ]

B. Opening a Trust Account

Choosing a Trust Account Bank

Rulell.15@BfAhe@NorthEarolinaRules@®fProfessional@onduct,EanditsBubparts,@Eontains@manyBprovisionsEbout
the®utyoRlepositlientfunds@nERrustEaccountolprotectPand@ecuretheffunds.Forexample,Rulefl.15-2(b)a
admonishes:EAll&rustffundsBreceivedibyRoriplacedinderheXontrolbEalawyerFZhalltbelpromptly@epositeddnk
either@@Eeneral®RrustEccountri@@edicated®rustBaiccountfhedawyer.”fTheule@oesthotBayAvheredawyer?
shouldi@establishBarustBaccountexceptEhatAttmust® belnaintainediatBalbank@nENortharolina.”AJponBvrittent
consent®fheRlient,B@ledicated@rustBccount@anie@naintained@tBnAnstitution@Butside®heBtate.BeeRuler
1.15-2(e).@'Bank”@s®efinedAnRulefl.15-1(a)zhsH atbank,BavingsEandAoanthssociation,Brixreditfunionharteredd
underNortharolina®rifederaldaw.”B

The@lepositorybank@or@@awyer’s@rust@ccount@nust@greeohedollowing:&

e Report®ohe@North@arolinaBtateBar@vhennGEtem@rawnBniEheR®rust@ccountdsiresenteddor@ayment?
againstBinsufficientfunds.ESeeRulell.15-2(l).EABawyerBmayhotBmaintainBaR rustErifiduciaryFaccountatzai
bank@hat@loesmhotgreeo@akeheeports.Bee@ ppendixB3Fortidopydfitheirective.rl

e Provide®hed@awyervith@ll@Eancelled@hecks@®ribther@tems@irawn@nherust@Eccountr@igitalimagesd i@
thel@hecks.fheligitaldmagesustiefegible@eproductionsftheront@Endiback@DEhelriginal@tem@vithi
no@more@hanBixAtemsierpagetndmhodmagesBmaller®hanilB/16&BEAnches.BeeRulel.15-3(b)(A).E

o |fthelbankBprovidestonlyRigitalZimagestbfiEtanceledithecksBandBitems,EtEmusttmaintainheltapacityftol
reproduceladditional@®riE@nlargeddmagestbthelriginal@temsfiponiequestForakperiodibBixFears.Beell
Rulefl.15-3(b)(B).B
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o AgreeoBpayAOLTARAccounts®helbhighest@nterestatefavailablefto®hatBbank’stbtherustomers@vhen@hel
IOLTARaccountsBmeettheFsamelminimumEbalancelorfotherfaccountBqualifications® alsoZknownEaskthel
“comparabilityBrequirement”).E5eelRulell 1317.FBanksBwillIZbelcertifiedasi eligible”ZbyPNCRIOLTARUponEaR
finding&hat®heyBare@nEompliance@vith®Ehis@omparability&equirement,Eand@NCAOLTARvillBnaintainEdist?
offeligiblebanks.EBankskhotEfoundfonitheleligiblellistEmustBsubmitBaromplianceBstatementtandBreceivel
approvaleforedOLTARccountsimaybe®penedivithhem.

PleaselreviewRthe@“OpeningfalGeneralB(IOLTA)ETrustBAccount:BlnformationEPacket”Ebeforeopening@altrustr
account.AtA@ncludestbhelpful@hecklistfor@tems@olbring@vith®youRoXhelankEnd@ontainsAmagesBfdmportant
documents.Bee@ ppendixB4Fortidopydfdhe@hecklist.P

IfByourkbankBisEhotkoingFheselthings,Byoularelprofessionallyresponsible —notEthebank.BomplianceRBwvithEthell
requirementsBvariesBsubstantiallyZfromBbankktofbankRandEfromEbranchEofficeltobranchRoffice.BSomelbanks?
regularlyGfailttoBnotifyfthelStatelBarwhenalrustBaccountcheckBisEpresentedagainstinsufficientBfunds.EThisk
occursi@lespite®hefact®heAawyerBproperlyHiledz@irectiveBwith®heBbank,BursuantoRulell.15-2(1),Anstructing?
thefbank@omhotifyEheStateBar.?

How do you fulfill your professional responsibility to choose the right bank?

SinceouBhrefesponsibleForhelbank’s@EomplianceBvithhebhoticeBandiecord-keeping@equirements,&henly?
wayForFouRoBactAnEaBprofessionally@esponsible@nanner@s®o@nvestigate®hetbanks@n®dourommunity@oFindX
outBwhichBbankskunderstandithelBrequirementsBandBarelwillingEtoPcomply.ElfEtheFbankEmaintainsBonlyZdigital
imagestfEancelled®hecks,FouBmust@®nsure@®hat®heBizeFandFront/back@EFequirementsBaretbeing@netEand®hat@
thefbankBEnaintains®hebility®o@eproduce®he@ecordsfor@iperiod@d GatdeastBixFears.@DncedouRhooseEbank?
(www.nciolta.org/eligible-banks),Emonitorthefbank’s&tomplianceBand,AfthefbankhangesB@tsEprocedures,Ansist
upontomplianceRbrEmovelyourtrustfaccounttoalbankBhatBwvillZcomply.ElftaElocaltbranchEmanagerdoeskhotl
understand@thelinotice@andBrecordkeepinglrules,For@theBIOLTARBcomparability@Blirequirement,Blencouragelithel
manageroontact®hethomebbfficeForAnstructionstbritallheBtateBar.fTheBawyers@nthelthics@epartment
and@heBtaff@uditor@vouldibe@lad@o@®xplain@heulesBind@equirements.i

Are there restrictions concerning the kinds of institutions where trust accounts may be maintained?

Yes.BTrustBaccountsEmaylonlykbelimaintainediatfederallyBoreNorthECarolinalcharteredbanksisavingsfandrloant
associations,Zand@reditBinionsdocated@nmortharolina@®rAvithBranch@bffices@nMNortharolina.Bee®Rulell.15-
2(e)FandBRulerl.15-1(a).EDedicatedrustPaccountsEmayltbelmaintainedratBaninstitutionBbutsideftheBtateupont
writtenRonsent®fEhelient.?

ARlawEfirmBvithBoffices@inENorthEarolinaBandBanother@tateEmayZendzaENorthCarolinaltlient'sFfundsEtoBakfirme
officeBinBanotherstatelforZicentralizedEprocessingBwithoutclientBconsentBprovidedZtheBfundsBareBpromptly?
deposited@ntoBRrustBaccountBwithBatbank@hatthasBbranchibfficesanBNortharolina.BeeRulefl.15-4,ommenth
[4].@

Dedicated Trust Accounts

With&heBvritten@onsent®fthelXlient,BRrustBccount@edicated@o@nelient'sfundsiseeulelfl.15-1(c))@ayiel
maintained@tGbank@utside®fANorthiarolinabriztEEinancial@nstitution®ther®han@@bank@Enside@®rd utside® R
Northiarolina.BeeRulefl.15-2(e).Bl

Labeling a Trust Account

AltrustBccount@nustielearlydabeled@nd@esignated@s@E trustccount, "End@lI@Ehecks@rawnBnEheZccount?
musttbe@oRdentified.@orAnstance,GanEppropriate@itleForE@eneral@rustEccount@nightibe ThellrustBAccount?
offlohnBmith,Aawyer"Br Smith,Aones@B@Villiams rustBAccount."FFor@in@xample®f@igroperlydabeled®@eneral?l
trust@iccounttheck,BeeBAppendixB6. JAAlthough®he®axAdentificationEBhumberBINCAOLTARillBeRassigned@ollIE
general@rustBccounts,@herustBccount@hecksBhouldibear®hefame@ssignedby®hedirm@oRheRccount.
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EachBaccountBinBwhichZfundsFarelPheldEbyZalawyerBpursuantBtolthellawyer'skserviceRasFaltrustee,Fguardian,
personalBrepresentative,Pattorney-in-fact,BbriscrowagentBnusttbelappropriatelyflabeledPastakfiduciaryFaccount?
unless@uchfundsiretheldin@Eeneral®rustBccount.BeeRulelrl. 15-1(c),Fe),&h),Al).For@Example,EinEppropriatel
titleBFforEalfiduciaryBaccountfmightlbel'TrustBAccountBorthelEstatelbfZlohnEDoe. "BBimilarly,ZakdedicatedEtrust?
accountthattholdsheFundstbffoneltlientEnusttbelBproperlyBlabeledEastarustaccounte.g., R TrustBAccountEfor?
the@Benefitmf@ane@mith").R

Trust Account Checks

Rulell.15-3(b)(2)&equires®hat@ll@tems@rawn@n&he@Eeneral®@rustBaiccountBindicatelientthame,ileBhumber,Bri
otherAdentifyingBnformation@®fthellientffromAvhosetbalancetheBtemAsEirawn.ETherefore,BanytheckAvrittenk
fromherustFccount@nustthavetlient@eference@ata®nEhe@heck.Erhelient’sthamerAdentificationBhumber
mayBappearBnEheheck@Ztub,EXheck@egister,Journal,Ztc.;thowever,Rhis@nformationEnustialsoRappearnithel
face®fEheXheck.AftaErustBaccount@oftwareBrogramebriEzaXheck-writing@rogramitannotecord®his@eferencel
dataBnhe&heck,A@tEhouldibednanually@ecorded.?

IfE@heck@Irawn@nRheRrustEccount@ncludesipaymentifFfeesriost@eimbursementFor@more@han@nelient,?
theheckBhoulddndicate®he@espective@ndividual@ayments.?

TheBburposedorihe@isbursement@nayielndicated@fter®helient’sthameli.e.,Hees,@ost@eimbursement,Ztc.).R
[See@ppendix@B6For@in@xample. ]

Is there a required format for trust account and fiduciary account checks?

Yes,llBgeneral@rustBaccounts,BledicatedirustEaccounts,tandifiduciaryFaccountsBnustlselbusiness-sizedEhecks?
(longerhan@ix@nches)®hat@ontainzHieldxalledEnE Auxiliary®n-Us"Hield@AnEheEVICRAmagneticAnk@haracter
recognition)dinelbfthe@heck.BbeeRulell.15-3(a).EMheBFpecial®heckFormatpreventsEonversion@bBakheck@Antol
anBelectronicBtransaction@throughftheBautomatedBclearinghouselinetworkBforfEiconvertingBichecksEdrawnRlonk
consumerZaccountstowhichEmostZfinancialfinstitutionsbelong.ElfZalcheckBlisEconverted,Bthelpaperzcheckzis
destroyed,®herebyBpossibly@liminatingtalawyer's@ecord@bf®he@ransaction.FForiinExampletbfitbusiness-sizedel
trust@iccountitheck,Bee@ppendix@B5. |

Proper Signatories

ChecksBrawnBbnBaktrustPaccountfmaytbeignedibyRlawyerstandBupervisedthonlawyerfemployees.BHowever,ZR
nonlawyerfemployeemaythotthavelsignatoryFauthorityBifzhelorZhelisEresponsibleiforZperformingEmonthlyor
quarterlyBreconciliations.ESeefRulell.15-2(s).BAdditionally,EpriorBoBexercisingBsignatureauthority,Zaklawyerforz
supervisedzhonlawyer@nustakene-hourtrustBhccountBmanagementfCLEGpprovedibyEheBtateBarForihiskH
purpose.INOTE:FThelnitial@leadlinefforiompleting®hel -hourfL EAsRthe@ndfthe201 7 LEYearfiFeb.Al18).0

SubjectBtolthelrestrictionsBnotedZabove,Fallawyerfimaylgrant@signatoryFauthorityBtoRanonlawyerZemployee.?
However,Bdawyer@s@tillirofessionally@esponsibleforhections@fthose@inderthisBriher@upervision. Bl

Signature Requirements

TrustBaccountBchecksBmayBinotbelsignedibyRusingBsignaturellstamps,BpreprintedBsignatures,Forelectronick
signatures.BeefRulefl.15-2(s).B

C. Trust Account Management
May the responsibility for managing a firm’s trust accounts be delegated to one lawyer in a firm?

Yes,thowever,Bunless®helfirmEhasBappointedEtrustPaccountoversighttofficer®{ TAOO)BpursuantftokRulell. 15-48
(seePbelow),FallEmanagingBlawyersBinkthelfirmEmayBbelprofessionallyBresponsibleRforkviolationskofEtheltrust
accountingfrulesthatresultEfromEfailureftokhavelineffecttmeasuresiEivingtreasonablelassurancelthathelrules?
willbbeHollowed.Bee@Ruled. 1.0
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May a lawyer delegate the management of a trust account, including check signing authority, to a staff
member who is not a lawyer?

Yes, however, the lawyer is professionally responsible for the supervision of the nonlawyer. See Rule 5.3 and
Rule 8.4(a). A lawyer may be subject to professional discipline for violations of the trust accounting rules that
result from the inadequate supervision of a staff member.

Rule 1.15-4 Trust Account Oversight Officer (TAOO)

Rule 1.15-4 allows, but does not require, a multi-member firm to designate, annually and in writing, one or
more partners as oversight officers for any general trust account. The rule helps a firm ensure that it is properly
maintaining its trust and fiduciary accounts, and avoid reliance on an assumption that trust accounts are being
maintained by someone else in the firm. Designation as the TAOO requires the lawyer to complete a certain
amount of training to gain proficiency in the trust accounting rules and the firm’s accounting system, and
requires the firm to adopt a written policy detailing the firm’s trust account management procedures. Again,
this rule is optional for multi-member firms that want to add an extra level of oversight to their firm’s trust
account management.

May a lawyer “link” her trust account with her business account for the purposes of determining interest
earned or charges assessed?

A lawyer cannot permit the bank to link her trust and business accounts for the purpose of determining interest
earned or charges assessed if such an arrangement causes the lawyer to use client funds from the trust account
to offset service charges assessed on the business account. RPC 150 [Appendix A].

D. Abandoned or Unclaimed Funds/Property

If a lawyer holds funds in a general trust account and does not know either the identity or the location of the
owner of those funds, what should be done with the money?

The lawyer must first make a diligent attempt to determine the identity and/or the location of the owner of the
funds in order that an appropriate disbursement might be made. This means questioning personnel and
investigating records and other sources of information in an effort to determine the identity and location of the
owner of the funds. See Rule 1.15- 2(q). If that effort is successful, the entrusted property shall be promptly
transferred to the person or entity to whom it belongs. If the lawyer is unsuccessful in ascertaining the identity or
the location of the owner of the funds, the lawyer must determine whether the funds qualify for escheatment to
the State of North Carolina pursuant to N.C. Gen. Stat. Chap 116B. Pending escheatment, the funds should be
held and accounted for in the lawyer's trust account. If qualified, such funds must be escheated to the state even
if it is believed, but cannot be conclusively documented, that the funds belong to the lawyer.

How do I escheat unidentified or unclaimed funds in my trust account?

If you have diligently attempted to determine the identity and location of the owner of the funds without
success, the funds should be sent to the Escheat and Unclaimed Property Section of the Office of the North
Carolina State Treasurer. Contact the State Treasurer's Office for the forms necessary to transfer funds or for
assistance in completing the forms:

NC Department of State Treasurer Unclaimed Property Program
3200 Atlantic Avenue

Raleigh, NC 27604-1668

Phone: (919) 814-4200

Email: unclaimed.property@nctreasurer.com

Website: www.nctreasurer.com

The primary purpose of the escheat fund is to provide a means by which unclaimed property can be brought under
the control of the state and converted to the benefit of the people of North Carolina. The state treasurer invests the
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escheated@oneys@n@®heBame@mannerihat®heBtate@etirementFundsErelnvested.fThe@ncomeerived@romhisi
investmentBs@listributedBannually®oxheBtateFEducationFAssistancefAuthority@olbeusedtoBnakedoansitoAvorthyll
andeheedy@NorthiTarolinaBtudents@vholre@nrolled@n@tate@ublic@nstitutions®ffering@ost-secondary@ducation.?
Ifthereare@juestionsoncerningzanyaspectbfthelEscheatand@nclaimed®Property@Program,Anquiries@houldibel
directed®@o@heepartment®ftheBtatefT reasurer,Wnclaimed®roperty@®rogram.i

ForBmorelinformationBaboutlRescheatingffunds,FpleasefseeFAppendix@CandtheENCEHolderPReportingPiGuide, B
availablethere:Ghttps://www.nctreasurer.com/upp/Resources/NC Holder Reporting Guide.pdf.R

How do I handle trust funds for a deceased client?

WhenRherelarexcessFundsdeftAnta@awyer’ sErustBaccountihfterBXlient@ies,hedawyerBmust@omply@vith®hel
originalBfeelPagreementiforfthelrepresentationoffthelclientBandrdisburseftheffundstaccordingly.BSeePEARR 2950
[Appendix@\].B

May | charge a dormancy fee against unclaimed funds?

Adawyer@nayXharge@@easonable@ormancy@eelgainstfinclaimed@unds@f@helientEgreesd@ntadvancefand@hel
feelneetstherBtatutory@equirements.Bee2006F EOF 5@Appendixi#].Bl

E. Closing a Trust Account

Closing Account with Remaining Funds

IfyouthavelanBaccounthat®outhoRlongerfuse, Bbutfundsremaing@nthelaccount,RhenitherransferheFundsk
from@helldEaccount@intolahewaccount®rilisburse®heFundsolthe®wnersEas@hownnEheXlientdedgersForthel
account.BeeRulelL.15-3(b)(5).AnyHundsnRepositfor@@lient@vhoisEhodongerepresentediby@hefawyerdrihedaw?
firm@houldtbe@isbursed®o®helwners®hereof. AfidransferXozhewzccountAstappropriate, Founust@ocumenthel
transferPofEtheFfundsEfromEhelbldFaccounttofthePhewaccountBandBaccuratelyZhotelfthelde positPofEfundsEonEhell
appropriateltlients@edgers.BbeePRulell.15-3(b)(5).AfZanyRinterest@vasitreditedolftheRlormantaccount,thisBmoney
shouldrbelsenttoRtheENCRIOLTARprogram. AfZtherefarefunclaimediorZunidentifiedZfundskinEtheFaccount,Bseelthel
discussion@®flbandoneddundsin@heiprecedingages.i

Law Firm Dissolution and Withdrawal from Practice
TheRpropertybftlientsBentrusted®olthelfirm@EhouldEbelprotectediuring@heldissolutionbfEaElawirm .ERPCRA SR
states:@

ARfullzandBcompletelaccountingPofaliEfiduciaryBpropertyRofftlientsEentrusted®othelfirmBshouldEbelmade ol
eachtlient,BvithAwvritten@equestFor®heir@eturn@riFutureisposition.FrailureBbfhelient®olrespondZhouldE
beftakenBasthEequestBforEheleturnB®bf@aidFiduciary@ropertyohellient,Aunless@overnedibyiaEourttbrderl
orfproceedingo@he@ontrary.?

ForBinformationBPbnZheBEvindlownkbfPakmissing,Bincapacitated,deceased,Poriisciplinedflawyer’sEolelpractice,?
see@ppendix@.B

SECTION IV: FUNDS GO IN

A. What Goes Into a Trust Account?

The@Eeneral@ule@s®hat@very@eceipt®Enoneydrom@ilient@® rfor@&lient@vhich@villbeRised@br@elivered@®nhel
client'sBbehalf@houldibeiblaced@nithefrustEccountBorBaiduciaryBaccountBfitheFfundskarefeceivedrbyRalawyer
whileBervingsta@awyerribtherBrofessionaliduciary.fThisAncludesfunds@eceivediby®hedawyerzsEanEscrow?
agent.BeefRulell.15-2(b)@ndHc),BandommentHollowingfRulefl.15-4.F
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What about funds received by a lawyer acting as a court-appointed fiduciary or pursuant to appointment in
some specific trust item?

ABlawyerBervingBinBsuchBaiduciaryBroleBmustBegregatefiduciarypropertyFromthistorzherZpersonalZproperty,
depositBsuchEFfundskinkaldesignatedEiduciaryBaccount,EmaintainBtheEminimumefinancialfrecordstrequirediforak
fiduciaryBaccount,FandEinstructBanyfinancialfinstitutionBinBrvhichEiduciaryEpropertytistheldEtobhotifytheENorthi
CarolinalZStatelBarofZanyEnegotiablefitemsEdrawnEonBtheFaccountEwhichZarelpresentediforfpaymentfagainst?
insufficient®funds.BuchFunds@houldthotbeR@lepositedAnEheldawyer'sEeneraldrustBaccount.FRulesFl. 15-1(e)EndR
(f);Rulefl.15-2(c),(e),(f),(k);RuleR.15-3.@For@ore@nformation,BeeBection/IIl,#Fiduciary@ccounts.” ]

Is it appropriate to deposit items other than cash or cash equivalents in the trust account?

Generally@speaking,Bany@EnegotiableRitemEmaykbellde positedBinRaltrustPaccountPwhether@BorZnotEitfre presentsk
collected® funds.Z UnlessB specifically® permitted by law,? thel Rulesk of@l Professional Conduct? orlZ definitivel
interpretationsithereof,thowever,thoBwithdrawalBhouldtbelmadeRvithiErespectBtofanytdeposited@temEuntilEthel
funds@epresentediby®hatAtemareollected.BbeePRuleskl.15-1(i)BandEl. 15-2(g);Beel/so,ERPCEL 91 AppendixEA ;P
O1FEOBHAppendix@ ], @ind6FEOBHAppendix@].

Must a lawyer deposit very small sums of money received from a client into a trust account?

Yes.FAdawyer@vholteceives@rombhisiriherlientt@EmallBumBbE@noneydfor@Example,Enoney@vhichAsEofbefised?
topayRheostbfEecording@@eed)@ust@eposit®hat@moneydn@ErustEBccount. BRPCE 7HAppendixi® |.B

May a lawyer who receives a lump sum payment in advance, which is inclusive of the costs of litigation,
deposit the payment in his operating account as fees?

No.BWherelaBlawyeriZreceivestallumpBumEbaymentlinBadvanceBwhichBskinclusivelofthelfoststofitigation,Ethel
portion@epresenting®he@ostsBnusttbe@leposited@n@he@rustEccount.Bomelbhe@noneyollectediby®heirmE
as“fees”BisFactuallyBentrustedEfundstintendedBtoBdefrayBthelcostsBofElitigation.EThelrulesErequirelthatBEfundsk
receivediinBthelffiduciaryFcapacity,Fhowevercharacterized,FbeldirectlyFdepositedBintoFarustfaccount.ZRPCEL 101
[Appendix®].&

May a lawyer closing a residential real estate transaction ask borrowers and sellers to agree in writing to
waive the return of very small sums, especially where the lawyer bears similar risk of loss?

Yes.EWhileBRule1.15-2(h)BbrovidesPhataklawyerZmustfdisbursefpropertyortrustffundstheldonkbehalfZofEhel
clientBas®hetlient®irects,RheRules@othotBappearFo@rohibitti@awyerFromEequesting®hatlientsBniccasionl
agreeto@vaiveheleturn@fltertain@nsubstantialBrilefninimistamounts.Afthelparty@ripartiesdnvolvediefusel
tokhgree,@hen@hefawyerinusttbide@y®heir@vishesfor@he@eturnmf@hedunds.BEAR 21 7HAppendix@ .2

B. What Does Not Go in the Trust Account?

May a lawyer deposit his or her own funds in a trust account?

NoFundsibelongingftofthedawyer@naytbelepositedAnitherustaccount@xcept@BuchBFfundskaskarethecessary ol
openBbrZmaintainBhelaccount,EorZpayiservicelcharges,BorarefundstbelongingfinEparttoRalklientfandRinpart
presently@®ripotentiallyRo®hedawyer,BuchBsBvhereBhReposited@temEepresentsiboth@he@lient's@ecoveryEndrl
theBAawyer'sFee.AnBuchBtase,RhelportionBbtheFundsibelongingftoRheBlawyerBmusttbeBvithdrawnFromihel
trustBaccountBasBoonasEhedawyertbecomes@®ntitled@o*heFundsiinlessEheFighttbfheAawyerRoeceiveXhatX
portionAs@isputediby®heltlient,AnAvhich@Event®heRlisputediportionBmustemain@nZhefrustBaccountBuntilhel
disputesi@esolved.BeeRulerl.15-2(f).&

Should retainers be deposited in the trust account?

Strictly@peaking,tho.BARxetainer,Breferably@eferred®olfasthR generalXetainer,"AnAtsEruestBense,AsEnoneykpaidX
tohedawyerto@eservehe@xclusive@ise®fthe@awyer'sBervicesHor@Barticular@imerinegard®oBarticular
matter.BSeelPD8PFEQOPRI ORYAppendixPA].ESincefakgeneralfretainerfistdeemedFearnediEwhenpaid,FitZimmediatelyl
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becomestheropertyfbfthedawyerfandasBuchBnustthotibeleposited@nitheRrustBaccount.@eneral@etainersk
mustie@istinguished@rom@ees@aidintadvance@vhich@redntended@®o@etheldiby®hedawyerBsBecurity@iepositsi
againstwvork@vhichAs®et*o@eperformed.BAdawyerthasBanEthicalBbligation®o@efund®he@inearned@ortion@®f
any#eelBbaid@ntdvance@ipon@ischargetrivithdrawal,®herefore,Buch@undsirethot@onsidered@property@®fidhel
lawyer@ndEnustietheld@n@heRrustEccountfuntilhey@re®arned.Rulefl.15-2(a);E.15,ommentd12];EndRulel
1.16(d).B[SeePO8RFEOR OFforZalicompleteBoverviewBofathePdifferentiitypestofiifeesPlandwherelitheyPishouldrbel
deposited.Bppendix@. J&I

What about funds belonging to an organization in lawyer’s possession as an official of the organization?

TheltrustBaccountFrulesarethottapplicableEwhenthellawyerhandlesEmoneyiforkakbusiness,Ereligious,Beivic,Eorl
charitableRlorganizationBasanlofficer,Blemployee,ForlotherlofficialofElithatEorganization.BThellawyer'sBlonly
professional@®bligation@egarding@uchFundsAs®o@lealthonestly.Rule.44c).BuchFundsBhouldotibeRlepositedr
inhedawyer'sEeneral@rust@ccount.Beeulefl.15-1(d)E@ndEm);Rulefl.15-2(c);Rulefl.15,Lomment10].E

C. Depositing Funds into a Trust Account
Example: Depositing a Mix of Trust and Non-trust Funds

ABlawyerFhdvisesBalclientPthatPadomesticEmatterBwil EinvolveFaklegalFfeeRof@5 150.00,Bearnedtuponireceipt,Bask
agreed@ipEront,BREecording@ee®f®30.00,Bnd@Bherifffee®fF4.00,Rotaling®184.00.R

Alternative (a):fThelXlient@resentsdhedawyer@vithERheckHorE184.00.fheRheck@s@eposited@nto®he@enerall
trustBaccount.BARcheckBfor2$150.00RisBthenBdisbursedBtoRtheRlawyerZandBtheBremainingBfeesBarelPpaidBwhen
requireddRulefl.15-2(g)).B

Alternative (b):FTheflientEpaysBvithEwolthecks,BoneforE150.00BandRanotherFor@34.00.2TheR34.002heck@sE]
depositediintoftheBgeneral®rustFaccount.EThefs150.00Eseposited@nEthelfirmBEbperationBaccountBbrEtherwisel
paid@o®hedawyer.?

Alternative (c):fhelient@aysAn@ash.®34.00@s@eposited@nto®he@Eeneral@rustBiccount.fThe@emaining@ashds
deposited@n@heirm@®perating@ccountiridtherwise@aid@o®hedawyer.?l

If@he@awyer@reviouslyzddvanced®he@ecordingBandBherifffees,@lFfunds@eceiveddFrom@helient@voulddn@achi
instanceeRepositedintohe®fficeBccount.?

If, Bhowever,EaRtheck@BubmittedBbyBailientontainsEanyEfundsithatPareltofbelusedrtoBpayktlient®Expenses@nhel
future,®heheckBmusttbeleposited@ntothefrustBaccount@ntact.BBomellawyersEask@helbankEoBplittatlient'sH
check@BtRhe@imemd@epositftheost@ortionAs@eposited@nEheRrustaccountEnd@heeelportionAsepositedd
in®the®fficeBEccount).Brhis@iolates®Rulell.15-2(g).FFor@BampleepositBlip, Bee@ ppendix@B 7@indBS. J7

Credit Card Payments from Clients

Lawyers@naycceptBayment®fdegalfeesiy@®lectronicRransfer@nd@redit@ard.@eposits@ohefrust@ccountibyr
creditBrardfarelpermittedisubjectofthelfrequirementskexplainediinEY 72FormalfEthicsPOpinionEOE[AppendixBA].2)
ClientfundsXannotieRepositedibyredittard@o®he@®ffice@®peratingBiccountEnd@hen@ransferred®o®herust
account.FAawyerfnustiarrange®othaveill@redit@ard@ayments@lepositedd@nto®heRrusttaccountBifheawyer'skl
bankztannotforiwillthotRistinguishEbetweenhelbperatingfaccount,BintovhichEarnedifeestaredeposited,tandi
therust@ccount,Anto@vhich@inearneddees@nd@ntrustedfunds@re@leposited.?

Cash Reimbursements

WhentheltostfbfFecording@locumentstatithefRegisterfbffDeeds@sPbverestimated,hefRegisterBDeedstbftenk
reimbursesitheflawyerBintash.ERulell.15-2(b)BrequiresitlientEfundsitoibelpbromptlyiepositedBinEaRlawyertrust?
accountand@Rulell.15-3(b)FequirestaBawyerolfmaintainEaEompletelrecordioffliRtlientEfundskreceivedibyithel
lawyer.fTherefore,@ash@efunds@nustibelecorded®n@hellient'sdedger@ardnd®@eposited@n@he@rustBaccount.?
TheReceipt@rom@he®RegisterdfDeedsBhould@isoibeRetained.?
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SomeBawyersBaskXlientsFolexecuteRanBagreementfsometimesitalled® RecordingFeefRefund@Vaiver")Awhereink
defninimusi@ash@efundsfromiEhe®Register®DeedsHofERlesignatedBmountiriess)z@re@etainediby®hedawyer?
andBrefundsfexceedingfthatPamountfareldepositedBinftheRrustBaccountorreimbursementltolthelklient.EThisk
practice,BalthoughBpermitted,BisEnottencouraged.BltlisEpermittedonlyCifetheBagreementBwithEthelclientBfullyi
discloses®helarrangementand®heilient@onsents@ntadvance.BARopyEfdhefagreement@EhouldibeRetained.Beel
EAR217qAppendix@].@

SECTION V: FUNDS GO OUT
A. What Disbursements are Inappropriate?

Immediate Disbursement

DisbursementBlagainstfaliclientficheckBshould@notibePmadeluntilEthellcheckBisklcollectedBunlesstithellawyer'skl
depository@ank@rantsirovisional@reditfor@lepositeddtemsEnd®he@equirementsEBRPCE 9 1Gre@net.Erheltisk?
that@Rtheck@villthot&lear@naymotibedorne@y@therlientdunds@n@herustBccount.r

TrustBaccountBthecksParelreturnediforinsufficientEfundsEonEbccasiontbecauselbfthelfailureftoPmakelakdepositl
before®heXlose@fEheBbankinglayFusuallyE:00@M).Buch@epositstarethotBostedintilheFollowingbusinessk
day.fimely@eposits@nsureivailability®ffundsFor@isbursement.?

Bank Charges

SomeBlawyers@nadvertentlyPpayrthelbank@ervicehargesFortheck@printing,Awvires,Breturnedithecks,tc.,Xrome
clientunds.EThisBbccursBvhenBaBbankBdebitstherustBaccountForBaBerviceharge.FRulell. 15-2(f)(1)Fermitskal
lawyeroleposit@inBadvancelufficientBpersonaltfundstinthelrustBaccountitoBpayForBerviceltharges,thereby
avoidingheBusem®fElientfFunds.BVhenRhis@s@lone,E@ecorddi.e.,Aedgerard)Ehouldtbe@naintainedEoncerning
the@lepositBand@lisbursement®ftheseFunds.Bomelawyers@irect®heirfbank@obillhe@®ffice@®peratingEccount
forBervicelthargestbnheltrustfaccountiftbothFaccountsarelmaintainedatEheBamekbank.BOnkbccasion,Bthel
bankBwilleincorrectly@lebittheftrustBaccount. AfthefrustBaccountBislincorrectlyftharged,helerrorfmayesultEing
client@fundsieingised®opay®he@harge@nd®helrustBccount@nustibe@eimbursed@®romptly.?

Outstanding Checks

TherelarelseveralBwaysEtoBaddressEthelproblemEofBrustfaccountchecksthatFarehotcashedEforaksignificant?
period®f@ime.Bomedawyers@rint®'VoidEfter®0mays"@BnArustEccount@hecks@o@ersuade@ayeesthototholdR
thelBthecks.EThelhotationloesthotBguaranteelthathelbank@willthottPhonorZthetheckBafter®Orays. BT hisEissuel
shouldBbeFaddressedBwithEthelbankEinBadvance.BOtherBlawyersticontactallBrecalcitrantBpayeesBwholfailEtol
negotiateBaRrustBccountheckifterBaXertain@eriodmbtimeR usuallyBix@EokhineBmonths).EertifiedEmail@houldE
befised@f@varrantediby®he@mount®fhe@heck.@fhe@ayee@annotbedocated@riReply@sthot@eceived@vithink
ateasonable@®ime,®hehecki@s@oidedrEBEtop@aymentdsiplaced®n@he@heck.fTheBtop@aymentihargethasol
belpaidEandEaBtopBaymentBstusually@oodFor®nly@ixBnonths. AfheRheckAsAoided,AtEmay@tilltbethegotiable.Bl
Therefore,FaEtopEhaymenttorderfmaytbefmorelappropriatefdependingBontheFamounttbftheltheck.BlfEaE topll
paymentBorderfisEplacedBonialcheck,theltheckPmayibtilltbelrashed.EThelbank'sEprocedurestforzstopoayments
ordersBhouldibe@inderstood@ndvance.BAfterfpaymentAsBtoppednEXheck,@heFundsireBhotedBas@eturnedn
onthelclient'sEledgerfrard.BTherelfisEnotPalrestrictionFonFissuingfalsecondBrustBaccountcheck.BIfEtheflawyer
believesithatFfundsthavelbeenkabandoned,thelflawyerfmustBfollowEthelPescheatfrequirementsisetBforthEinEG.S.@
116B.BeeRulefl.15-2(r).@

May a lawyer unilaterally decide to use funds held in trust to pay his or her legal fees or the claims of other
creditors?

Asitheltlient'sPhgentBandifiduciary,fthedawyerthastanibbligationolpayrbrieliver®hefunds@nFaccordance@vith
thellient'sBnost@ecent@nstructions.nlessthe@awyerfstauthorizediby®heltlientfoFayRa@articularhargeibriz
claim,@hedawyer@maythot@isburse®rustdundsforithoseBurposes.FeeRulell.15-2(m).2
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What if the lawyer has an interest in funds received in settlement of a claim or in satisfaction of a judgment?

AllFeceiptsfErustfundsBnustibe@epositediinto®he@rusttaccount@ntact.AfEanAtemBtepresentsFundsibelonging?
inBarto®hetlienttand@niart®othedawyer,®hebBportion@elonging@o®hedawyernmustibe@vithdrawn@vhenXhell
lawyerfbecomesentitledolBtheBfundstunlessiEthelrightBofZtheRlawyertolreceivelthelportionofEthefundsBisi
disputedkbyltheltlient.Bnkthatlase,RhelisputedBportionBmustremaininEthelfrustBaccountluntiltthelisputelisk
resolved.BeeRulesi.15-2(f)(2)@ndRg).&

May a lawyer serving as an escrow agent disburse funds in a manner not contemplated in the escrow
agreement?

ABlawyerservingRasEankescrowlagentimaynotEdisbursefundstinFaEmannerZnoticontemplatedEinEthelescrowr
agreement@inlessi@lI@artiesgree RPCHEHAppendix .2

What happens if a client directs a lawyer not to pay medical bills incident to the settlement of a tort claim?

Generally,@hedawyer@nustHollow®heltlient's@nost@ecent@irections.WnlessEhethealtharelrovider@n@uestion
has@perfectedalstatutoryBlienFlagainstBtheRfundsEinBtheRhandsBofEthellawyer,BthellawyerZmusthandlefthel
settlement@roceedstas@irectediby®helient.BRPCEL 256 AppendixZA ). For@ituations@vhenhellient@rovidesthol
direction@nd®hedawyer@vantsoipayzibill, Bee®RPCF50Appendix@ .7

May a lawyer make a conditional delivery of trust account checks to a real estate agent before depositing
loan proceeds against which checks were to be drawn?

No.ETheRlawyerBmayEhotPethicallyRdeliver®rustPaccountfthecksitoRhelfrealestateFagent,PeveniifEuchideliveryisk
madel‘inBtrust”Bor“conditionally,”BuntilEthelawyerfhasBrecordedrthelclosing?documentsEandEdepositedEthel
closingfroceedsAnthisriher@rustBaccount.Funds@leposited@nEa@rustBaccountrefunds@eceivediby®hedawyer?
asBXiduciary,BvhichBEmustbelheldPandrdisbursedibnlyEforthelbenefittofhoselentitledBtofthem,BEinFaccordancel
withEappropriateBinstructions.PAccordingly,EtheflawyerfrannotiviolatelorkdelegatelhistbrZheriEfiduciaryRdutybyr
putting@nto®hefhands@®DfEnAinrelated®hird-party@EEheck@ rawnB®nERrustiiccount®ontaining@®nly@heFunds@bfE
others.RPCF8FAppendix#].a

Is it improper for a lawyer to disburse settlement funds conditionally delivered by opposing counsel before
satisfying the settlement conditions under which the lawyer received the settlement check?

Yes.EWhenEaBRlawyerZacceptsEconditionalEdeliveryfofEsettlementlproceedsEfromEbpposingtcounsel BtheFlawyerf
implicitlyZagreestoflabide@bythelprescribedEconditions.BWhileRitZmayEnotEbelakviolationZofZRule1.15,Fanyf
deliberateailure®oabidelbyRhose@onditions,BuchEstby@isbursing®he@roceeds@ithoutirstthaving@btained?
aBigned@elease,@vouldibeishonestfand@iolative@®RuleB.4(c),Avhich@rohibits@conduct@nvolving@ishonesty,
fraud,®leceit,BrAnisrepresentation. "RPCE 2 7HAppendix# .l

Is it ever proper for a lawyer to make disbursements from the trust account from provisionally credited but
uncollected funds represented by a deposited item which has not yet cleared banking channels?

RPC?1 91FfAppendix?A]RallowsklawyersEtoRdisburselprovisionallyEcreditedEbutfuncollectedfundsEromiEthef rust
account,Bbutnly@nitonsequencelfirustBaccounteposits@nheFormiBfiEkash,AviredFunds,Brizertainypesbfi
negotiableBitemsispecifiedRinBtheEGoodEFundsiESettlement@Act,BIG.S.BASA.EDisbursementsagainstBprovisionally?
credited@undsBhouldibe@nade®nly@vhere@hedawyer@easonablyibelieves®hat®hefinderlying®lepositeddtemas?
virtuallyZertain®olbefhonored@vhenipresentediforiollection,BandEhelawyerthasBufficientPassetskoritredittol
fundBanyBoutstandingBtrustflaccountfichecksFissuedFinregarditoRialprovisionallyZcreditedBitemBwhichEmayzbel
dishonored.fThedawyer@hould@ise®aution@vhen@lisbursingBgainst@rovisional@redit@ue®oXhe@ecentd@ncreasel
officounterfeitficheckBscams.ESeellalsoPI01RFEOR3ElimitationBonBdisbursementsapplicableltoRallEtransactionsk
including@lisbursement@®flersonali@njury@ettlement)dAppendix |, 6EFEOBAdisbursementsin@elianceBBnibank?
funding@chedule)dAppendix# ], Eand@nrticleBbout@heckBcamsfromiEheBtate@BarFournaldAppendix@ .2
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What should a lawyer do if he or she properly disburses against a provisionally credited item which is
ultimately dishonored?

RPCR191BprovidestthatBthellawyer,BluponBlearningBthatfakldepositediitemiEhasEbeenidishonored,EmustZact?
immediately@o@rotect®helproperty®fheldawyer'stbtheritlientstbyBpersonally@ayingftheEamountib@hefailed?
depositribyBecuring®rirrangingdor@paymentFromBources@vailable@o@hedawyer®ther®han@Zhe@rustFundsk
ofbtherixlients.PARlawyerZshould@akelrarelhottoRdisbursefagainstfuncollectedEfundskinBsituationsBwherelthel
lawyer'sBassetsibrixredit@vouldibelnsufficient®ofund®hefrustBaccountihecks@nthelventhatBa@rovisionally?
credited@tem@s@ishonored.?

May a lawyer disburse against provisionally credited items in cases other than real estate closings?

Yes,Bubject®o®heRonditionsBetForthAnRPCA 1. Bee@1FEOBHAppendix].Bl

B. Overdrafts and Checks Presented Against Insufficient Funds

What should a lawyer do if his or her trust account check bounces?

Theoretically,df@ourse,®his@houldBheverthappen.BAsEBractical@natter,thowever,@Enistakes@ofhappenBndibank?
errorsridministrative@nafus@vithindhe@awyer's@wnffice@an@esult@n@ni@temibeing@eturnedfori@nsufficient®
funds.@fERrustEccount@hecks@ishonored,®hedawyerBhould@mmediatelyscertain@®hethature@®heBbroblems
andBpromptlyEorrectBt,Eeven@fthis@equirestalepositbfthedawyer'stbwnFunds@ntoRheltrustBaccount.BUnderf
nollcircumstances@should@theRlawyerallowRtheRtrustBfundsBof@anotherfclient@toRbeR used@impermissibly.@
ReimbursementfbftherustfaccountBhouldBNOTEbelheldBinFabeyancelpendingfresolutiontbfithelerrorie.g. Byl
locatingftheBpartyBresponsibleForFakbaditheck).BAnyRlelay@nBeimbursinghelaccountBmayiresultBinfhelflselbf
otherzlient#unds@oRover@he®hortage,Avhich@sEhot@ermitted.d

Finally,® thel lawyer should® immediately® documentl thel problemE and® any? correctivel action takenRink al
memorandum@orhisriherwniles.?

Must a report be made to the State Bar?

Every@awyernust@nstructthistbriherank,atthe@imeR®hat®Ehelaccount@sBpened,Eofhotify@heBtate@Bar@vhent
anytheckRrawnBonBaRtrustPaccountBoraifiduciaryFaccountBsEpresentediforFpaymentihgainstBinsufficientzfunds.i
Rulel1.15-2(l).ENotelthatRtheRreportingBrequirementRappliesktoltheBpresentationBofElaninstrumentlagainstX
insufficientfunds,BhotFust@ohe@eturn@BfEnd@nstrumentFor@nsufficient@unds.?

Theltule@equiresE@awyer@olmaintain@rustBccountsEndiduciaryEccountsBnlyBattatbank@hatEhgrees@obhotifyl
thebtatetBarFpursuantohelirective.BThelflawyerfmustBensurelthat®helbankunderstandshatheldirectivel
appliesorallEtrustEandifiduciaryFaccountskofEtheflawyer,EhotFustiftoRgeneralftrustEaccountsksometimesktalleda
"IOLTABccounts"@yibanks).BFortiopyfidhetbank®iirective, Bee@\ppendixmB3. J[Aawyers@vithBignatoryGuthorityl
onffiduciary@ccounts,BuchBs@statefccounts,Bhould@lso@omply@vith@his@equirement.?

TheBpurposelofthetirectivelisttoRbreventlftefalcationskbygivingfhelBarkhoticeBvhentaR rustfaccountmaykbel
overdrawn.BThelfrequirement@greatlydiminishesthelpossibilityfthatfallawyerfengagedBintimisappropriationtof
trustBfundsBtanthideBuchactivitytbyirectingthe@lepositorykbankitokhotifythimebrizherBpriorofthe@eturnEofEaE)
checkEforBinsufficientefundstinBorderhattheRlawyerfmighttdepositEfundstintothefaccounttbeforelfthelitemEisk
returned@ndi@herebyvoid@he@eporting@equirement.?

ARlawyerBwholloverdrawsEaftrustflaccountforZlafiduciaryfaccount@maylisoonBexpectitollbellcontactedrbylal
representative®fheBtateBar@vho@villAnformally@equestEn@xplanation®fEhelproblem.@nceltAs@erified@hatl
an@nnocentBmistakefaused@he@EhortagetrEapparentBhortage@n@helccount,@he@nquiry@villdbeXoncludedznda
noFurtherction@villtbe®aken.df thowever,BhoEdequate@xplanation@s@mmediatelyforthcoming, @& rievanceilel
willbbe@stablished@nd@Formal@nvestigation@onducted.BeeRulefl.15-2(k).R
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Are there other times | must report mistakes to the State Bar?

Yes.ZRulel1.15-2(p)BrequiresklawyersEwholdiscoverlorreasonablyBbelievelthatRentrustedpropertyhasibeent
misappropriated@or@misappliedEtolinformBthelitrustflaccountficompliancelflcounselfatRthelStatelBar.2WhenRank
accountingBorbankBerrorresultstinfunintentionalfandiinadvertentfuseloffonelklient’sEtrusttfundstolpaylthel
obligations@fEnotherXlient,@he@vent@nustibe@eporteddinless®helnisapplication@s@iscoveredEnd@ectified@®nl
ortbeforehefext@uarterly@econciliation@equirediby®RuleFl.15-3(d)(1).2

C. ACH Transactions

TolreducelthelpossibilityPoffunauthorized@ACHEcheckPconversions,BallBgeneralftrustPaccounts,PdedicatedBtrust?
accounts,FandifiduciaryBaccountsEmustBuselbusiness-sizelchecksEwithEanEAuxiliaryZOn-Us"EfieldZinEtheEMICRE
(magneticBinkEcharacterrecognition)lineofFthelcheck.ZSeePRulell.15-3(a).ENACHAR ulesBstateFhatalkcheckRisk
ineligibleBforBACHREonversionAftheltheckBrontainstthell'Auxiliary@n-Us"Field,BwhichBEisPanBadditionalFieldhatll
appearso®hedeft®bfthefank'sEoutingthumber@nZheBVICRAineAtoBaccommodate®hedield,@heftheckEnmusttbel
longerhan@ixEinches).EMostEunauthorizedZACHEEonversionsEofrustEaccounttehecksiwilltbepreventedebyhel
requiredfuseBbfbusiness-sizelchecksiforallEtrusttaccounts.BfForfmorelinformationfonibusinesstthecksPondithell
“Auxiliary®n-Us"Hield,BeeBectiondll,# Trust@ccounting®Basics.”J&l

UnauthorizedPACHEconversionsEmayRloccur,BonBoccasion,BdespitelthelfusellofEthellargerbusiness-sizefichecks.
Therefore,theltrustfaccountingfrulestinclude®helrequirementfthatfthekbalancelbfEakgeneralttrustaccount,Zask
shown@nEhedawyer's@ecords,Enustieleconciled@®n@Enonthlyasisfvith@he@urrentbankEZtatementialance.l
SeeRulel.15-3(e).AnEdditionFolbeingBaBoundXinancialPpractice,BmonthlyEeconciliation®othetbankBtatements
helpsitolinsurefthatflunauthorized@ACHREonversionstrecordedPbnithelbankZtatementlareldiscoveredihtaktimel
whenhefawyer@nay@ememberithe@isbursement@End®tillbebleEombtain@he@heckEromEheank.?

ACHRtransactions,BasiaitlirectBpaymentEfromBaltrustBaccount,Bmaytbeflemandedibylientsorhird@artiesie.g., Bl
theegistrarf®bffdeedsirixlerkBbfEtourt)®olincreaseltheefficiencybfheltollectionBand@eturniprocess.Frorithisk
reason,BthelfrulesBdoBnotlprohibitfauthorized@ACHEtransactionsinitiatedtbythellawyer.PHowever,Bthelrecord?
keeping@equirementstareE®xpandedForilIFhuthorizations®o@ransfer@rlisbursefundsFromBaErustBaccountltbyl!
requiring@iawyer@oetain@hedollowing:®

allEinstructionsBorPhuthorizationstoltransfer,Bisburse,ForEwithdrawEfundsEFromEhetrusttaccount®including®
electronicBtransfersBorfdebits),RAoralwrittenforZelectronicBrecordiofElanyisuchBtransfer,Bdisbursementiori
withdrawalEZshowingftheFamount,Edate,BandirecipientBofhefransferfordisbursement,Fand,BinEthelfcasefofFak
generalBtrustBaccount,BalsoBshowingthefhamelbfEtheltlienttorbtherkbersontoBvhomitheFfundskbelong.Bseel
Rulefl.15-3(b)(3).@

SECTION VI: RECORDKEEPING

A. What Records are Required?

Afawyerfaintaining@R&rust@ccount®r@Eiduciary@ccount@t@Bibank@nustikeepihedollowingecords:a
1.PARecord®feceipts.tThis@antbeFournal HileBbf@eceiptsgincluding@vire@End@lectroniciransfer
confirmations),Hile®f@lepositElips,Br@ERollection®f@heckbookBtubs.trhe@ecord®fiteceipts@nustiistEhel

source,@lient,AndR@late®fthefeceipt®fEl@epositeddunds.Rulefl.15-3(b)(1).FFor@xamplesfibroperlyt
composed@ilepositBlips,Beec@ppendix@B7,mB8. ]

2.AlIRanceled@tems@irawn@®nhe@ccount®r@igitalimageshereof.Rulefl.15-3(b)(2).MigitaldmagesBtored@nk
CD-ROMmwillBatisfyhe@equirements@fRulefl.15-3(a)(2)End{b)(2).22001EFEOE4.A

3.RAll@nstructions®ri@uthorizations®o@ransfer,@isburse,BrAvithdrawfunds@romiheBccountdincluding
electronicransfersr@lebits)Dr@a@vritten@rElectronictecord®fEnyBuch@ransfer,@isbursement,@ri

306



withdrawal.fThe@ecord@nustBhowheExmount,@ate,@ecipient®f@heransfer®Br@iisbursement,Eand@heilientdoR
whomtheundsibelonged.®Rulefl.15-2(b)(3).R

4 AlIbankBtatementsr@locuments@eceiveddromEheibank@egarding®heiccount.Rulefl.15- 3(b)(4).B

5.For@FEeneral@rustBccount,Bdedgerontaining@@ecorddor@achBerson®rintity@rom@EvhomBrifor@vhome
funds@vere@eceived@hichBhallEccurately@aintain@®heurrentialance®ffundstheldforEhatierson@®rintity.?
Rulefl.15-3(b)(5).@Fori@xamplesftyeneral@rust@ccountdedgers,Bee ppendix@B2,mB9)].0l

6.AlRecordsiertaining®o@he@uarterly@nd@nonthly@econciliations®fthe@EeneraldrustEccount@vith@he
statements@providediby®hefbank.Rulefl.15-3(d).R

7.All@ecordsiertainingo®he@uarterly@nd@nonthly@eviews.Rulefl.15-3(i).B
8.[AlIFecordsequiredibydaw.Rulefl.15-3(b)(6).2

How long should you keep records?

Afawyerinust@etain@rustEccountBnddiduciaryBccount@ecordsforiheBix-yearBerioddmmediately@receding?
thel@awyer'sBnost@ecentdiscaldear@®nd.Rulef.15-3(g).B

May trust account and fiduciary account records be kept electronically?

Yes,Afthe@ecordsBtherwise@omply@vithRulefl.15-3,Ere@naintainedd@nd@ndustry-standard@ormats,@aniel
printed®n@emand,End&re&egularlyiackedaliptby@nZEppropriateBtorage@evice.®Rulefl.15-3(j).R

How often should a lawyer provide an accounting to a client for the client’s trust funds?

AnRccountingnustibe@provided@ohelientlipon®heRompletion®EheRlisbursement®helient's@undsEnd
atBuch@®ther@imes@si@naybe@easonably@equestediby®heilient. @R rustFunds@re@etainedfor@nore®han@nel
year,®@hefawyer@nustirovideBnnual@ccountings.BAllEccountingsBnustedn@vriting.Rulefl.15-3(e).AFor@ink
examplef@written@ccounting, BeeBppendix@B11,B12.]7

Do accountings for funds in a trust account have to be in a particular form?

No.AtAsDften@ossible®oBatisfyhefccounting@equirementiy@roviding@opies®f@ocuments@Eenerated@uring?
thelepresentation,Buch@sBERBettlementBtatement@lescribing@isbursementsi@ncidento®he@esolution®ZEFEort?
claim@brafHUD-1Btatement@escribing®he@isbursement®f@he@roceeds®fBaledn@Eeal@roperty®ransaction.@Ank
addition,®helccounting@equirement@an@enerallytbeBatisfieddby@brovidinghelient@vithERopy@DE@properlyd
maintaineddledgeri@ard@vhich@escribesi@ll@eceipts@nd@lisbursements®fitheXlient'sfunds.@Examples@fii@lient?
ledger@ard@ind@vritten@iccountings@ireffoundan@ppendix®B9-12. |k

ARopyDftheilient'sdedger@ardi@nayibeirovided@o®helientEsEAvrittenBEccounting®f@heeceipt@Enda
disbursement@®fiunds.AVhenZhisds@one,®he&lient&houldBign@End@ate®heriginaltoBhowhatheRlientr
wasBiven@@vritten@ccounting®fthistriherfunds@s@equireddyRulell.15-3(c).Af@RopyDthededger@ardis?
mailed,@etain@RopydfEheRransmittaldetter.?

B. Accounting Systems and Resources: Electronic versus Manual Records

Manual

Atbookkeeping®ystemAor@Aawyer'srustBiccount@nust@o®hefollowinghings:2
e document@eposits@ond@isbursements@rom@herust@Eccount?
document@ieposits@ond@isbursements@rom@achlient'sfunds@®n@eposit@n@hefrust@ccount?
maintain@RRurrentibalanceforhefunds®f@Each@lient®n@eposit@nEhedrust@ccount
e  provideR@neans®Df@econciling,Bn@E@Enonthlyiasis,®@he@urrentankBtatementialanceorherust
account@vithiEhefalanceForthe®rust@EccountBhownniEhedawyer'secord
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e provideBEEneansfeconciling,®nERjuarterlydasis,@heRurrentiankibalanceforiherustccounts
with&heRotal®f@helindividual@lient@alances?
provide@Eneans@®fperforming@nonthly@nd@juarterly@eviewsmftheRrustBccountl
retain@ecordsBf@lepositsEind@isbursementsh

e  provideBnnualBccountings@oRachlientdorFunds®n@eposit@nEhe@rust@ccount.kl

Whenproperlyinaintained,@he@heck@egister@ontainsEhe@ecord®fiEach@epositoEnd@isbursementfromihel
trustBccount.At@Isoprovides@@unningibalance@or@undsin@he@ccount.Andividual@edger@ardsi@ecord@eposits
toAnd@isbursements@rom&herustBccountForRach@lient,ZiandBhow@ERurrentalanceforach&lient'sfunds.?

This@nformation@sthecessary@o@econcile@herust@ccount.?

When@nultiple@leposits@annotibe@osted®n@EheckbookBtub,®helient’sthameZndEhemount@Zachl
deposit@nayieecorded®n@heackside@®heBbreceding@age®fheBtub.@fhisd@s@one,Bnly@heRatendeR
totalBxmount@leposited@nustielndicated.Bomedirms,Anstead@dfEecording@®hel@information@BnEhefback@fithel
precedingltheckbookBtubBage,BtapleERopyDfithe@epositBliptbehind®heespectiveheckBtub.

Software

Automating@ourErust@ccount@ecordkeepingibrocess@an@educe®heEmount®f@iata@ntryEnd@alculation
errors.¥ouRanBearch@ndind&rust@ccountinformation®juickly,Endiberhaps@rom@emotefiocations.
Automating@an@rganize@®he@outineBbrocess®Enaintaining®ourrust@ccount.At@anBave®ouBpace,dut?
ALWAYS@rintopies@fourtlientdedgers,Beneraldledger,@nd@nonthly@nd@juarterly@econciliations.k

SECTION VII: RECONCILIATIONS AND REVIEWS

“Reconciliation”@neans@hecking@he®hreefasicecordsioure@equired®otkeep—thefankBtatements,@hel
clientdedgers,@nd&he@eneraldedger/checkbookegister—against@ach@®therBoFouRan@ind@ndRorrect@Eny
mistakes.l

Rulelfl.15-3(d)@equiresiouo@econcileourlient®rust@ccount@ecordsiecausednistakestrefoundothappent
when@eopletkeepirack®fEnoney.Evenibanks@nake@nistakes@vhenit@omes@o@ecording@noney®ransactions.?
ThatAstbecause@vhenFoure@vorking@vithfhumbers,@nistakes@reRasy@o@nakend@ifficult@ohotice.ENoR
amount®fEraining@an@ompletely@liminate@hese@nistakes.

ToEmakeBurehatioulind@ndXorrecthese@nistakes,Foulnust@ecord@®very@lient®rustEccount®ransaction
twiceRindourtlientdedger@nd®your@eneraldedger/checkbook@egister),Bnd@heck@hese@ecords@gainst@achi
otherBnd@gainst@heank’s@ecords.For@xample,Het’sBayFouRieposit@Rheck@or® 1,000@ntoFourilient®rust®
accountibut@nistakenly@ecorddtEs®'$10,000”EnFourRlientdedger@nd@ddE 10,0000 ourlient’ sEunningt
balance AnFour@eneraldledger/checkbook@egister,youecorded®@heRheckRorrectly@nd@dded® 11,0000 our?
client®rust@ccount’s@unningfbalance.BHowivillyoudind@he@nistake?rhe@eneraldedger/checkbookegisterd
balanceds&ight,Booulvon’tfind®@hel@nistakeibyfbouncingBRheck.mThefhumbersinheilientdedger@IIGddaupk
sotherelisEho@vayRolitellFounadeinistake.@nless@ouRompare®ourtlientdedgerialance@oFourEenerall
ledger/checkbookegisterthalance,ouBivon’tibeble®odindEheXecording@rror.BAnd@inlessiou@ompare®our?
client@edger@nd®Eeneraldedger/checkbook@egister@gainst®hebankBtatement,joulvon’t&knowBvhich@ntryl
waslight - $10,000@r%1,000.3

WebhaveQust@iescribed®@heRjuarterly@econciliation@brocess.fThe®heorydshatit@s@inlikely®hat@heBamel
mistakes@villbe@nadedn@hree@ifferent@ecords—theilientdedgers,@he@eneraldedger/checkbookiegister,ZndE
theankBtatement—solifthose@ecords@re@lI@hecked@gainst@®ach®Dther,E@ny@nistakes@villBhowdip.B

Rulefl.15-3(d)@equirestboth@uarterly@nd@nonthly@econciliations®bf@he@rustccountialanceoheRurrents

bankB&tatementFor@EErustBccount.BHowever,RheresBan@mportant@istinctiontetweenEhedbasic@econciliation
that@nustbe@one@nonthlyEnd&he@nore®horough@econciliations®@hat@nusttbe@one@ach@uarter.?
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A. MonthlyReconciliation

YouRtannot@o&econciliationfor@@nonthAntilyouGreBuredouthaveorrectibalancesin@lFouritlientdedgersa
and@eneraldedger/checkbook@egisterdori@helrevious@nonth.@fFouthaveihot@ecently@econciled®dourooks,
orAfyoure@vorried®hat®hey@re@vrong,Foulnay@vant@oibring@n@ibookkeeper@oBtraighten@hemButieforel
youtake@®nhe@nonthly@nd@juarterly@econciliations®ourself.?

OnceFouthaveRorrectialancesforihe@revious@month,Foure@eady®oeconcile.frheBteps@equired®orhis?
type@®feconciliation@rethot@inlike®hosemecessary@oibalance@@personal@hecking@ccount.?

ThereBre®wolnain@tepsn@econciling@nonthly:&

1.BFrom&helbalancefshownkbnthelbankBtatementtortheEmonthlyBreporting@period,BsubtractBaliBoutstanding
checks.BTothisBimount,Edd@l@eposits@hatthaveihotleared@hefank.fT hisAsEheXurrentiank@alance.?

2.onfirm&hat®heRurrentankialance®qualsEhefotaldalanceFor®herustBccountBsBhownnihe@awyer’sk
recordsiiflising@nanual@ccounting,@his@voulddnclude®heckBtubs@®ritheRccountegister).B

Theut-off@latefor@hedankBtatement@nd®herustBccountialance@nustibe®heBame@rithedwobbalances
maymhotEeconcile.MNotehat®hef'ReconciliationBummary”BproducediyBiccounting@oftware@villdypicallyBatisfyzl
the@nonthly@equirement&o&econcile®he@urrentankibalancefoheotal@rustEccountibalancedalifferentt
software@eport@nayibethecessaryforEhe@uarterly@econciliation).?

All@econciliations—monthly@nd@juarterly—mustibeBignedE@nd@atedibydawyer.®Remember,@honlawyer?
employees@vholteconcile@hefrust@ccount@nayhotibeBignatoriesnErust@ccount@hecks.?

Ateconciliation@ormisvailable@nEppendix@®B13.2
B. Quarterly Reconciliation
Rulef.15-3(d)(1)BtatesEhatRach@uarter@Eeportinustielprepared@hatBhowszlBEheFollowingialancesznd?
verifieshat@hey@reddentical:@

(A)erhetbalancehat@ppears@n®he@Eeneraldedgersbhe@eporting@ate;?

(B)ETheRotal®fEalIBubsidiary@edgertbalances@nhe@eneral®rustBaccount,BleterminedtbyistingBand®otaling
theBbositivelbalancesBinhelindividualitlientfledgersandEtheFadministrativelledgermaintainediforZervicing
theBccount,EsBbfheFeporting@iate;EndE

(C)erhekadjustedibankibalance,feterminedibyFaddingBbutstandingepositstandibthertreditstotheending
balancefintheEmonthlyEbankBtatementBandBubtractingfoutstandingBthecksPandibtherfdeductionsEfromithel
balance@nEhe@nonthly&tatement.:l

Quarterly@econciliations@romoteliccuratefccountingforlient@undsiby@nsuring®hat®@he@unningalances#or?
each@lient,@vhenfotaled,®qual®heotalFunds@Bn@epositdn@®heirust@ccount.B

RememberEhat@®hree-wayeconciliation®houldibe®onducted®very quarter for®very client®rust@ccount.GtAsE
recommended,thowever,®hat@®hree-way@econciliationsthe@erformed@nonthly.?

WhenRompletingthe®hree-way@econciliation,BtAs@EFEoodAdeaofiseBn@Edding@nachine@ridtheralculatorihati
willproduce@@rinted@ecord®bf®healculation®douierformed.hat@vay,Afyour@ecords@lothot@natch,joukank
easily@heck@oBeelifhe@easonds@E@nathematicalEnistake@nade@vhileBerforminghe@econciliation.?

Quarterly@econciliations@nustibeBignedEnd@atedibyRFawyer,BandFoure@equired@oetain®hese@ecordsk
andhe@econciliation@eportsforBixyears@oBatisfy®he@ecordkeeping@equirementdn@®ulefl.15-3(d).&
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YouBareBpermitted@o@etain@lectronic@opies@flZeconciliation@eports,Gasdongtas® oufollowRheRequirementsk
inRulefl.15-3(j):&

(1)therecordstbtherwiseFtomplyBwithFRulell.15-3,Folwvit:Eelectronically@reated@econciliationstandEreviews
thatBareBhotBprintedmustibelreviewedibyrtheRlawyerBandRelectronicallyBignediusingPal digitalBignature”Rask
definedd@n@2 1ECFREA1.3(b)(5);2

(2)@rinted@nd®lectronicopies®fthefecords@n@ndustry-standarddormats@anibe@nade@®n@emand;Enda

(3)®hetecords@reiegularlyfackedptbyEnppropriateBEtorage@evice.?

ItAsHineRothire@bookkeeper®rithe@quivalent,utdoulreBtillibersonally@esponsibleforBccounting@o®our
clients@ndoheBtateBarForhe@noney@ndourlient®rustBccounts.fTherefore,®vendfdoufhever@ntendioRior
theeconciling, ouBhould@inderstand@®helrocess.EvendfftAsyourtookkeeper’sinistake,@fyoudounceE
client®rust@ccount@heck,Foure®he®nefFourtlient®riheBtate@ards@FEoing@oRomeRoForEnExplanation.?
Remember,@@onlawyer@EmployeeannotieXesponsibledoreconciling®hefrust@ccountndibeErustEccount?
signatory.l

C. Example of Three-Way Reconciliation

ThelldetailedZlexampleRbelowRillustratesklalmanualZmethod@thatl canbell usedBtol performBthelthree-wayl
reconciliation@®nE@Eeneral®rustBccount@equired®ach@juarter.frhisAsthot®he@nly@nethod®hat@an@ellised,zsk
anynethodhatBatisfies®heules@villbeBZufficient.

These are the client ledgers that will be used for the three-way reconciliation example (Note: the “R” box is a
check-box for use during the reconciliation):

Client: Alpha, A. Matter: 111111
R Description of Transaction
Number Date (Payor/Payee) Payment | Deposit | Balance
Depositl 01/1/2017@| Deposit® feesH 52500 52500
1001@ 01/7/2017@| DeeFender,Esq.BHRarneddees? |S2600 (-S10)E
Client: Beta, B Matter: 222222
Description of Transaction
R Number Date (Payor/Payee) Payment | Deposit Balance
Depositll |1/04/2017@ |Deposit - $1,500FeesEndRostsE] S1,5008  [$1,500m
1002 1/8/2017@ |SuperiorourtEMNowherell S1250 51,3758
CountyFiling@Fee- CostR
10038 1/11/20178 |yitalRecordsEBirthertd 5750 51,3002
100403 1/11/20178 |Deeender,Esq.BRarneddees? S6008 S7000
10056 1/12/20178 |DeefFender,Esq.BR@arneddeesk SA00R 3008

340




Client: Gamma, G Matter: 333333
R Number Date Description of Transaction Payment Deposit [Balance
(Payor/Payee)
Depositf 1/08/20170  Deposit - $1,200Fees@EndREostsk] $1,450B| $1,450R
1006E  |1/13/2017p Record®Round@p - costs? $1508 $1,3000
10078 |1/15/2017B DeefFender,Esq.BRarneddeesd $1,20003) S100F
Client: Delta, D Matter: 444444
Number Date Description of Transaction .
R (Payor/Payee) Payment | Deposit | Balance
Deposit® | 1/25/2017@| Deposit - $15,000FeesHunearned)d $15,000@| $15,0003
DeeFender,Esq.BHRarneddees?
10080 :
1/29/20178) ghrsE@E250/hriZ $2,0008] $13,0008
1009B] 1/30/20178| D.DeltaBzefundd $13,0000] som
Client: Epsilon, E Matter: 555555
Number Date Description of Transaction .
R (Payor/Payee) Payment | Deposit | Balance
Deposit® $2,000deesk
DepositQ 1/15/20178 | (unearned)d $2,000] $2,0000
Returned? Returned@eposited@hecks
Deposit 1/17/20178 | forfAnsufficientdundsk $2,000] SO
Depositl® $2,000Fees
Depositl 1/31/2017R | (unearned)m $2,000E] $2,000R
Client: Administrative Funds, Dee Fender, Esq Matter: 999999
Description of Transaction
Number Date
R (Payor/Payee) Payment | Deposit | Balance
DepositR 1/1/2017( DepositRo@pen@ccount? S508| S508
ClientEpsilonReturned@epositl
BankFeeR | 1/17/2017@ | FeeBd 5P $45m@
ClientEpsilon@eimbursementorf
DepositQ 1/31/20178 | S5@eturned@epositank@hargel S50 $508
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This is the general ledger/checkbook register that will be used for the three-way reconciliation example:

General Ledger/Checkbook Register

Description of Transaction

R Number Date (Payor/Payee) Pay:nen De;t>05| Balance
Deposit?l| 1/1/2017R DepositRo@peniccount? S503) S503
DepositBl| 1/1/20170 DepositBHRAIphafees? $2508 S300E

10018 1/7/2017& DeeFender,Esq.BHAIphaRarneddeesk $2600R S40E
Deposit?l| 1/4/20178 DepositEBetal $1,5008 $1,5408
1002@ | 1/8/20172 | syperiorourtE-MNowhereounty? $1250 $1,4150
Filing Fee - Betall
DepOSIt 1/08/2017 Depos|t@—@5amma $1,450 S2,865
1003@ | 1/10/20178 | NowherelitalRecordsE-BirthTert. B $750 $2,7908
Betal
10048 1/11/2017R Deeffender,Esq.BHBetaRarneddees? S600R $2,190F
10058 | 1/12//2017R Deefender,Esq.BHBetaRarneddees S400R $1,790F
10060 1/13/20178 RecordRound@pBHEiammalosts? $1500 $1,6400
DepositBl| 1/15/20170) Deposit® Epsilonk $2,000m $3,6408
1007( 1/15/20178 | Dee@Fender,Esq.EHiammaRarneddeesk | $1,2000 $2,4400
Returnedi| 1/17/20178 |Epsilon - returned@eposited@heckdorkl $2,000 S4408
DepositZ insufficient@unds@
Bank@ 1/17/20178 Epsilon®ReturneddepositFeel S5E S4350
Fee
Depositll| 1/25/2017@ Deposit@Deltal $15,000m | $15,4350
10082 | 1/29/20178 | peeFender,Esq.B-DeltaRarneddeest $2,0002 $13,4350
1009 1/30/20171 Delta® refund®fflinuseddeel $13,000R $4350
DepositBl| 1/31/20170 Deposit? Epsilonf $2,0050 $2,4403
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This is the trust account bank statement that will be used for the three-way reconciliation example:
Bank of Wegottayourmoney

DeelFender,#sq.B

DeeFender’sAOLTAR rustBAccountFL 201FE.
EasyBtreet,Buite@1000
Sunnyvale,INC20010C

AccountNumber:M00200800888H
Activity@hrough:2,/01/201734/31/20170

BeginningMalancel $50.008
Ending Balance $510.00
1/31/2017

Deposits/Credits

Date Dollar Amount Type

1/01/170 $50.008 Depositl
1/01/170 $250.008 Depositl
1/04/170 $1,500.00m Depositl
1/08/170 $1,450.00m Depositl
1/15/178 $2,000.00m Depositll
1/25/170@ $15,000.008 Depositf

Total Deposits/Credits $20,250.00

Withdrawals/Debits

Check # Dollar Amount Date

10016 $260.008 1/07/170)
10027 $125.008 1/08/170)
1004*@ $600.00R 1/11/170)
10056 $400.00m 1/12/170)
10060 $150.008 1/13/170)
10076 $1,200.008 1/15/170)
1008@ $2,000.008 1/29/170)
1009@ $13,000.00m 1/30/170)

*Indicates preceding check (or checks) is outstanding.

Other Withdrawals/Debits

Type Dollar Date

Returnedepositk $2,000.00@ 1/17/178

ReturnedepositFeel $5.00E 1/17/178
Total Withdrawals/Debits $19,740.00
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North Carolina State Bar REPORT DATE:2/5 2017
Trust Account Reconciliation Sheet

General Information

e Complete one form for each trust account
e Attach the following: list of clients with corresponding balances, copy of general ledger/checkbook register,
list of outstanding deposits, list of outstanding checks, corresponding bank statement

Reconciliation of Lawyer’s Trust Account Records

1@ Total of positive client ledger balances as of 01/31/2017  ..................... $ 2,450

(Attach a list of clients with corresponding balances)
Do any clients show a negative balance? X Yes o Nolf yes, attach explanation and corrective action.

2.8 General ledger/checkbook register balance as of 01/31/2017  cevvivinnnnen.. $ 2.440

(Attach copy of general ledger/checkbook register)

Bank Statement Reconciliation

3.8 Account Balance as of _ 01/31/2017 (per appended bank statement).......... $ 510
Plus: Deposits in transit (deposits made to the account through end of month yet
not reflected on bank StatemMeEnt) ........ccoceveeneeeeiesereeieres e eer e erse e +$ 2.005
Number of deposits in transit ................. 1

(attach list of outstanding deposits)

Less: Outstanding (uncleared) checks (checks issued through end of month not
reflected in bank statement).................cooiiii i -3 75

Number of outstanding checks............... 1
(attach list of outstanding checks)

4.  Subtotal $ 2.440

5. Other Adjustments (describe and attach supporting documentation)

6.  Adjusted Trust Account Bank Balance (as of end of report month)................ $ 2,440

7.  The balance on line #6 0 agreed X did not agree with the balances reflected in lines #1 and #2. If different, attach
explanation and corrective action.

Reconciliation prepared by: Employee for Dee Fender

Name and Position Signature
Reconciliation reviewed by: Dee Fender, Esq

Lawyer Name Signature
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Reconcile the General Ledger/Checkbook Register with the Client Ledgers

TheirstBpartPoffreconciliationBisBtoreconcileftheBgeneralfledger/checkbookBregisterBwithBtheltlientPledgers.EThel
purposelbfithisBtepAsofmakeEurehatthelentriesBinBourltlientfledgerstagreeBwithhelentriestind/ourgeneral
ledger/checkbookRegister.?

Step 1: Enteritheotal®PositivelientdedgeribalancestsBbfheRut-off@iate@®n@hefankBtatementHin&his@Ease,?
January@®1,2017).ThisAncludes@ny@dministrativedundsdedger®rdirmEundsdedgerhat®ou@naintain@oBervicel
the@ccount.®o not include balances that are negative. If@&lientdedgerBhows@megativeibalancefasit@oesdnk
this@xample),@heck@hefbox.fDnEnotherBage,Zxplain®he@easondoriEhefegativeibalance@nd@howFourk
correctivefction.BAttach@distdf@lientsEnd®heir@espectiveialances@o®he@vorksheet.B

Step 2:Aist’hefalanceBhown@®nFour@Eeneraldedger/checkbookegister@sbheRut-off@late@®nEhefbank?
statement.@sing@heBameRut-off@iate®n@lI@ocumentsds@mperative®ovoidEnismatched@thumbers.INotice®hat
the@ Total®fETlientdedger®Balanceszs®f1/31/2017 " @oesot@natch@he® Generaldedger/CheckbookiRegister
Balance.”fThat@neansihat®ourindividual@lientdedgeribalance®ntries@lohotEgree@vithFour@eneral
ledger/checkbookegister@ntries,EndFouEre@nust@etermine@vhybeforefou@novenRokhemextBtep@btheld
reconciliation@rocess.k

When&he@ TotalbfiTlientdedgerBalances”@oesmot@xactly@natch@he Generaldledger/Checkbook®Register?
Balance,”@RloBhot@panic;FouthaveFound@Enistake,Band®hat@s@vhat@econciliationdsHor. ouanallAnEEBbookkeepers
tothelp®ou,Br@nake®he@orrection®ourself.Bincedouecord@very@eposittind@vithdrawal@wice, i oul
systematically@ompare@ach@ntry@n®@he@Eeneraldedger/checkbookZegister@vith@heRorresponding@ntrydnihel
clientdedger,E@nd@heck@hemewibalance®ou@ntered@fter@ach@ntry, Houldvillzlwaysdind@he@nistake.?

WhenBouthaveFound@ind®orrected@ny@nistakes,Bttach@BRopyDfFour@eneraldedger/checkbook@egisteroithel
worksheet@EndEnove®nRoBtep.2l

Reconcile the General Ledger/Checkbook Register with the Bank Statement

Step 3: List@heRndingalance@sBhown@n&hebankBtatement.@Dnihethextdinedist®heR@epositsEhatthaveetEol
appear®nihefankBtatementdprobablyfbecause®hey@vere@EnadetEhe@ndDfEhe@nonth).HouBhould@provideE
listfthese@®utstanding@ieposits@ndihote®hethumber®fthese@eposits@n®helprovidediine.EDoEheBamefork
outstanding/uncleared®@hecks.frake®hisEime@oRxamineRhelistdfutstanding®hecks@ndRoldnvestigate@vhyr
those@hecksthavebthottleared.B

ThebBpurpose®ftheseBtepsAs@o@nakeBurehat®hefbank’s@ecordsBfheRiepositsBind@vithdrawalsdou’vel@nadeiolr
yourZeneral@rustccount@luring@helpast@nonth@natchFour@ecords.Binceou’vellready@econciled@helient
ledgers@vith@he@eneraldedger/checkbook@egister,joufknow®hat@heRntriesdn@heRlientdedgersBigree@vith@hel
oneslin@he@eneraldledger/checkbookiegister.fTherefore,Ainlessioudind@Enistake@uring@®hisBtage@fithel
reconciliation@rocessFounlythaveRoRompare®hebankBtatement@viththe@Eeneraldedger/checkbookRegister.?

Deposits and withdrawals not posted on bank statement. Generally,@hefankBends@utBtatements@nefoihreel
weeks@fterheRnd@dfhe@nonth.BAs@Result,Bby®heimedouleconcile®heccount,FoulvillAisuallythavelnadel
depositsrivithdrawals®hat@refotBhownbnEhebankBtatement.@nEddition,@hecksFoulvrote®ri@iepositsioul
made@naythotthavelearediby®he@imeRhebank@roduced®heBtatement,Eand®herefore@®he@mountsfithosel
checks@®rRieposits@von’tibeieflecteddn®heccountialanceBhown@®n@hefbankBtatement.fThus,RoRompareihel
balance®fthefbankBtatementdor@he@ndDfRhe@nonth@vithEhelbalanceFour@eneraldedger/checkbookegistern
showsForEhe@EndD@he@nonth,outhaveRoRdjust@he@eneraldedger/checkbook@egisterbalancetby@dding allfin-
credited@lepositstindBubtracting alllindebited@vithdrawals.?

Toind@®ut@vhich@ransactionsthavefhotieen@osted,Fouthave®oRompare®he@ntriesnEhefbankBtatement@vithi
the@ntriesdAnfour@Eeneraldedger/checkbookRegister.?

GothroughRach@ntry®nheankBtatement@nd@omparelt®o®he@orresponding@ntry@n®our@Eeneral?
ledger/checkbook®egister.Afthe@ntry@n®heeneraldedger/checkbookegister@xactly@natches@heRntry@®nithel
bankBtatement,Enark®DffheRntrylnZheFeneraldedger/checkbookiegister@oBhowhat®he@noneythasRlearedn
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thefankingrocess,ind@nark@dffheRntry@®nihefankBtatement®oBhowhat®outhave@erifieddtEgainsthel
generaldedger/checkbook@egister.fThe@narks@n@he@Eeneraldedger/checkbookegister@villthelpoutkeeplrack@D
itemsHike@hecks®hatErefever@ashed,@vhich@therwise@anecome®hoseBmall,@AnactivealancesEhat@nake®ourt
accounttharder®o@econcile.fThe@narks@houldibelfpermanentdi.e.,@Andnk)@nd&learly@isible,Bbut@houldEhot@nakeldtE
hard®@o@ead®@he@ntries.HouBhouldise®heBamelnark@onsistently,ovoid@onfusiondater.?

When®ourefinished,@li@he@ntries®nEhefbankBtatementBhouldibeheckeddffoBhowhat®outhaveerified?
them@gainst@heRorresponding@ntries@n®@he@eneraldedger/checkbook@egister. NowEolback®hrough@®heFEenerald
ledger/checkbook®egister@oindZEny@ntries®hat@re@inmarked;®heseransactionsthaven’tyetfeen@ebitedmri
creditediy®heibank.@

AsouEohroughheankBtatement,®herere@wokindsflimistakesioumaydind:&

1. A deposit or withdrawal listed on the bank statement that is not in your general ledger/checkbook
register. Toorrecti®his@nistake,Bo®hrough@our®anceled@hecksRifAtAs@@vithdrawal)@Driieposit®lipsFifita
is@@eposit)Antilyoudind@henefhat@eflects@he@ransaction@®nEhefbankBtatement.Affouannotdind@E
cancelediheck@®riepositBlip@hat@natches@he@ntry@®nihefankBtatement,Bontactourianker@Znd@sk?
himBbriher®obhelp®Fouirack@lown®heransaction.DOMNOTREecord®hebankBEtatement@ntry@n&ourl
records@intilouderify@hat@he@®ransaction@®ccurred;@anks@nake@nistakes,®oo.B

2. An entry in the bank statement is different from the corresponding entry in the general
ledger/checkbook register. YouRorrect®his@nistake®heBameRBvayFouorrect@R@ransactiondouforgot@ol
record.First,Hind&he@anceled@heck@Dr@lepositBlip@hat@hows@heR®ransaction@odigure@®ut@vhich@ecord?
isorrect—the@eneraldedger/checkbookiegister®rihefbankBtatement.dfFoukannotdind@Ranceledr
checkr@lepositBlipHorhis@ransaction,@ontactdouranker@ndzskhimBbriherEobhelpfoulirack@t@ownkl
before@oulnakeny@hanges@n®our@ecords.:

Ifthe@anceled@heck@®rRiepositBlipBhowsRhat®helankBtatementds@vrong,BvriteEhoteBnEheankBtatements
that®learly@escribesihelnistake,®@hen@ontact@ourtankerndiellthim@riher®oRorrect®heir@ecords.Af@tEhowskl
that®ourEeneraldedger/checkbookiegisterf@s@vrong,@ecord®@heorrectiondn@he@Eeneraldedger/checkbook?l
register@nd@he@ppropriateilientdedgers.frhese@nustie@ntered@wice@nibothEheFEeneraldedger/checkbook?
registerfnd@heilientdedgerdorhelient@®n@vhoseiehalfouRieposited@dripaid@d utEhe@noney.kl

WhenFouthaveFound@nd&orrectedny@nistakes,@nove®nEoBHtepE.@

Step 4: Add@he®utstanding@ieposits@oheRndingfalanceBaindBubtract®he@®utstanding@hecksEodind®your
Subtotal.®l

Step 5: ThisBectionds@rovideddordawyers@oRxplainEnyfhecessaryzdjustments@oheir@econciliation.?
Adjustmentsinightibe@equireddf,#or@xample,Houlidentifybank@rrors@n®oureviewdfthebankBtatement.
Adjustmentshat@re@nadefoibalances@nustie@xplained@vith@ocumentation.EDofhotAise@hisBection@ol
explain/correctihegativeialances.B

MakeBure®hatank@hargesiteflected®n®hefbank@tatementtaretlso@teflected@n®our@ecords.Bincedoulnaydhotk
know@vhat®heselbankXhargestre@intilyoudeceive®helbank@Btatement,Foutheed@o@nter®@hemEntoFourEecords?
afterouleceive@hefankBtatement.?

AllbbankRharges@nuste@ecordeddn@he@Eeneraldedger/checkbookiegister.AfEEbank@harge@vasincurred®nl
behalf®f@BBpecificklient@as@or@xample,ERhargefor@viring@noney@oiXlient),@heharge@nustilsofbe@ntereddnt
thatlient’sdedger.{This@®nsures®hat®@he@Eeneraldedger/checkbookiegistertalance@vill&ontinue®oBnatchihel
total®f@hed@ndividual@lientdedgerialances.)dftheRharge@vasmotFor@Bpecificlientffor@Example,@Rhargefork
printing@eneral®rust@ccount@hecks),@hehargenust@lsofbeRntered@n@hefdministrative@Funds/Bankhargesk
ledger.?

Calculate the Adjusted Balance

Step 6: Calculatehedollowing@odinddourdjustedialance:R
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1.@ndingfankBtatementialancel
2.BlusiElIDutstanding@ieposittimounts?
3.Eninus@&lIButstanding@heckEmountsi
4.plusrEninus@Enyihecessary@djustmentsistedi@nBte p. 2l

Step 7: Thealancesistedd@nBtepil,R2,EndBEhould@lBEgree. Afthey@reRifferent,@ttachBEn@:xplanation@ndZhowd
howtthis@mbalancethasibeen@orrected.frhe@erson@ho@ompleted@heeconciliationdifthotthedawyer)BhouldBignEl
theorm,@s@vellEs®hefawyer@vho@eviewed®hefeconciliation@ndBupporting@ocuments.Aawyers@re@equired®ol
sign@nd@ate@|i@nonthlyBnd@juarterly@econciliations@ndeviews.BaveithiseconciliationforBix®¥earszs
requireddn@®ulef.15-3.0

Trust Account Reconciliation Sheet

TheBtateBarthasreated@T rustBAccount@®econciliationBheetfordawyersEo@iseBvhen@econcilingfrust@ccounts.?
TheRompletedBheetBhownBnBreviousihageeflects@he@econciliation@ompleted@Ebove. BARopyDfEhisBheet
cantbeFoundinBppendix@B13cand@illableformisvailableBnEheBtateBar@vebsite,Bvww.ncbar.gov.Bl

Monthly Review

Rule.15-3(i)(1)&*equiresdawyers@oFeviewRhecki@mages@ndibankBtatementsHor@lI@rust@ccounts@nddiduciary@
accountsn@Enonthlyiasis.fThisEeview@equirement@annotieelegated,Bodawyers@nust@nakeBure@odookzt?
bankBtatementsEnd&orresponding@heck@mages@ach@nonth.@awyers@nust@ertify@onthly@hatEheythavel
reviewedhese@ocuments.?

TheReasonFor@Enonthly@eviewdfheck@mages@sBohat®hedawyer@nightBee@Rheck@nadeBut®oEn@mpropers
payeeBuchi@sEnEmployee.@f@hedawyerfhever@eviews@ancelled@heckdmages,@henhedawyernay@hotknowdfR
someonethasieenBtealingdunds@romiherustBccountibyoidingdegitimate@hecksEnd@vriting@hecks@or
themselves@oriheBame@mount.l

D. Quarterly Review

Rulefl.15-3(j)(2)@equiresdawyers@o@eviewFandomBample®bfiepresentativeransactions@ompleted@uring@®hel
quarterfo@erify@hat®he@isbursements@vere@roperly@nade.fThe@ransactionseviewed@nustinvolvednultiplel
disbursements@inlesstho®uch@ransactions@re@rocessed®hrough@heccount,An@vhich@ase@Bingle@isbursementf
is@tonsidered@@ransactiondor®@he@urpose@®fithisibaragraph.AABample®fithree@epresentativeransactions@hall?
satisfy@his@equirement,but@HargerBample@nayiedvisable.B

In order to perform a proper quarterly review, the lawyer must select the random transactions and conduct the
review herself. This review requirement cannot be delegated to a nonlawyer.

The@awyer@nust@Examine®ach@ransaction’sBource@locumentsisettlementBtatement,&losing@ocument,@tc.),2
clientdedger,@nd&ancelled@hecks@nrder@oRnsure®hat@heEmountndiayee@heransaction@vasiorrectznd?
thatthe@heck@ctually®leared@heccount.kl

Afteronducting®he@eviewn@tdeast®hree@ransactions,@hedawyer@nustBign@@eportindicating®hathel
transaction@vas@ompleted@nd@ttach®heBupporting@locuments.?

TheBtateBarthas@eveloped@FormAothelpdawyers@ompletehis@rocess,@vailabled@n@ppendix@B14@rnlinetR
www.ncbar.gov.l
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SECTION VIII: TRUSTEES, PERSONAL REPRESENTATIVES, AND OTHER
FIDUCIARY ROLES

Afawyerds@Iwayscting@s@diduciary@hentholdingitlient@undsBuch@sBanEdvancefeefaymentriEhel
settlement@heck@or@ipersonaldnjuryilaim.BHowever,®here@refiduciary@oles®hat@oBhot@onstitutehe@racticel
ofdawier@e,butthonetheless@requently@rise@B ut®bERlient-lawyer@elationship;ForExample:Bhersonal
representative®fnEstate,Buardian,Erustee®f@Rrust,Bttorney-in-fact,Bind@scrowigent.BAdawyerBervingn@nel
offthese@ustomary#iduciary@olesd@sBubject@o®he@equirementsbfithe®rust@ccounting@ulesdfEhedawyerds?
providing@heBerviceRs@mpartthisBriher@rofessionaldegalBervices,@egardlessBf@ompensation,Drafdhedawyers
istompensateddorheBervice@s@Fiduciary@®veniEhough@heBervice@srovided@utside@@H@awibractice.Fundsk
receivedibyB@awyer@vhileBervingBs@n@incompensatedvolunteer’diduciary,Buch@s@heRrustee®@ErustForEhel
lawyer’s#amily,@loBhotthave®oibe@nanagediniccordance@vith@heiecordikeeping@nd@ccounting@equirements
theRules®fProfessional@onduct.trhefollowing@xplains@@awyer’s@rofessional@esponsibilities@ivhentholding
funds@ursuant®o@rofessionalBervice@Bnd/orBEs@Rompensateddiduciary.?

A. Fiduciary Accounts

Therustccounting@ules@nclude@@lefinitionBection@oundd@nRulefl.15-1.FToRinderstand®he@equirementsfithel
rules,BHawyer@nustibeFamiliar@vithBeveral®fdheR@efined@erms@n@hisBection.@Entrusted@roperty”ds@lefineddnt
Rulef.15-1@sEtrust@unds,@iduciary@unds,Eand@btherBropertydbelonging@oBomeonether@han@hedawyer@vhichi
isAn@he@awyer’s@ossessionriontrol@n@onnection@vithEhe@erformance®fdegalBervices@rirofessionaldiduciary
services.”FTrustdunds”@re@fundsielonging@oBomeoneltherthan®he@awyer®hat@re@eceiveddbyBriplacedd
underiheRontrolDd@hefawyerdn@onnection@vith@heferformance®fillegal@ervices.”® Fiduciary@unds”Erefundsk
belonging@oBomeonether®@han@hedawyer®hat@re@eceivedbyriblaced@inder@heontrol®f@hefawyernk
connection@vith@he@erformance®fprofessionaldiduciary@ervices.”BProfessional@iduciary@ervices”@efersol
“compensated®ervicesfother®haniegalBervices)@enderediby@FawyerZs@irustee,Euardian,Bpersonall
representative®fEn@state,@ttorney-in-fact,BrEscrowgent,BrAnEny®therfiduciary@ole@ustomary@ohel
practice®fillaw.”BAR fiduciaryBccount”BsFanGccount@esignated@sBuch,@naintainedibyzdawyerBolelyForihelr
deposit®ffiduciary@unds@®rither@ntrusted@roperty@®@iparticularferson®rintity.”An@ther@vords,EFiduciary
accountis@En@ccount@n@vhich@dawyer@eposits@unds®hatthe@rBhe@eceives@n@onnection@vith@ompensated?
services@EErustee,BEuardian,Bbersonal@epresentative,@ttorney- in-fact,Briscrow@gent.k

What sort of an account should a lawyer who is serving as a personal representative maintain?

Aawyer@vholsBervings@rustee,Buardian,Bttorney-in-fact,Dripersonal@epresentative@hould@isually@aintain@e
separate,Bpecially@lenominatedEccount@alled@ElfiduciaryBccount."Rulelfl.15-1(e).EenerallyBpeaking, @Fiduciary
account@houldibelnterest-bearing@ince®heReposited@unds@re@Eenerallythelddn&rustdorBignificantBeriods
time.Rulef.15-2(c),qp).AnydnterestFEenerated@vouldibehelproperty@®fEhefrust,@state,Brincipal Bribtherl
beneficiary.Rulefl.15- 2(p).&

How often should a lawyer provide an accounting for fiduciary funds received in connection with the lawyer’s
services such as a personal representative or a trustee?

Inventories@ndiccountings®ffiduciaryfundsieceived@nRonnection@vith@rofessionaldiduciaryBervicesEnustibel
givenothe&lerk®f@ourt,BribtherBppropriatefudicial®fficial,@sEequiredibydaw.AfEnEnnual®rEnoredrequent?
account@sthot@equiredibydaw,BAvritten@ccounting®f@llEransactions@oncerning@hediduciary@unds@nustibeREivent
totheeneficialwners,BritheirepresentativetdeastBnnually@nd@iponhe@ermination®f@hefawyer'sBervices.B
Rulef.15-3(f).2

B. Segregation of Fiduciary Funds

Rulef.15-2BetsHorthEheFEeneral@equirements@pplicable@oRntrustediroperty.BAllEntrusted@roperty@nustiel
properlydabeled@nd@naintained®eparately@romiEheiroperty®fithedawyer.Erhis@iutydsbetterknownzsihel
prohibitionGigainst@ommingling®fhefawyer’s#unds@vith@Fundshat@elongoitlients@r@hird@arties.Fiduciary?
funds@nustteBegregated@ndpromptly@epositeddn@Beparatediduciary@Eccount®Br@eposited@vithlientFundsBri
otheriduciaryfunds@n@@Eeneral@rust@Bccount®fthe@awyer.MDetermining@hethero@eposithefunds@n@E
general@rust@ccount®rinEBeparatediduciaryBEccount@ependsfiponthowdong®heundsre®oibetheld@nd@Ehel
nature®fthefunds.BeeRulell.15-4@ommentd3].Af®hediduciary®bligation®@onanagehefundsivisely?
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necessitatesrudentinvestment®f@hefunds,@lepositing®hefundsi@nto@Beparatefiduciary@ccountdsibrobably
imperative.fThe@®nly@FundsBfthe@awyerhat@nayibe@iepositedd@n@Aiduciary@ccountredundsBufficient®oRbpenl
and@naintain®he@ccount,Buch@s®hefundsthecessary@o@ayibankBerviceRharges,@ndfundsibelongingfinBart&ol
theXlient®r@hird@artyGainddnBart@o®hedawyer,Buch@sERisputeddegalfee.?

C. Location of Fiduciary Account

TheRlepository@equirementsfor@Btandarddawyer’sirust@ccountfdesignated@ general@rustEccount”@nRulel
1.15-1)@iffer@rom@hosefor@Aiduciary@ccount.Bl@rustBccounts@nustibe@naintained@n@ibank@nENortharolinal
except@irustEccount@edicated@oheFundsbfnelientddesignated@ dedicated@rust@ccount”AnRulefl.15-1).7)
ARiedicated@rust@ccount@mayibe@naintaineddn@bank@rither@inanciald@nstitutiond@n@®rdutside@®fNorthEarolina,
but®nly@vith@he@vritten@onsent®fithellient.?

ByRontrast,BHawyerdAnhe@xercise®fhistréher#iduciary@esponsibilitiesfas@bersonal@epresentative,Hor
example)@nayBelect@ibank@Brtherfinancial@institution@n@r@dutside®fNortharolina@n@vhichRo@eposit?
fiduciary@unds.Zonsent®fEhefbeneficiaries®bri@heilientdsthotequired.@nlike@FEeneral@rustBccount®hat@arnsk
interestor@hedOLTABrogram,@Aiduciary@ccount@an@nd@hould@®arndnterestfor@tsieneficiaries.fTheButhorityl
toepositdiduciary@undsn@Einanciald@nstitution@ther®han@@ank@s@mportant.AAdiduciarythasithellegal
obligation@olnvest@ntrusted@unds@rudently.fThe@hoicesdorBoundinvestment@®fiduciary@unds@re@xpandeddf
thefiduciaryfunds@anie@ieposited@n@nvestmentinstitutionsBther®han@ENortharolinafank.Bnfortunately,?
permitting@@awyero@epositdiduciary@unds@nEn@®ut-of-statefank@®rinancial@nstitution@nakesit@more&lifficultl
forkheBtateBarolnvestigateBaind@uditBn@ccount.fTherelsIso®hel@ossibility®hatdederal@eposit@nsurance@vil Iz
not@overAossesdFrom@niAnvestmentEccount.tNevertheless,®hebenefitsfiEnhanceddnvestment@Bpportunities?
outweigh@heRostsBZllowingE@awyer-fiduciary@ohoose@heppropriate@epositorydorrust@ccounts.?

D. When Are Funds Held by a Lawyer in a Fiduciary Capacity Subject to the Requirements of
the Rules of Professional Conduct?

The@nswerothis®uestionBeemsElearmvhenhefiduciaryBervice@risesBbut®Df@Rraditional®lient-lawyer
relationship.@f@he@awyereceives@ompensation,Endiprovides®heBerviceRs@EmpartDthis@riherrofessional
services,@hedawyer's@onductds@learlyBubjectto@heRulesmfProfessionalfonduct.fTherefore,@he@utiesZetForth
in®he@rust@ccounting@ulespply@oBEnyFundsBnanagediby@dawyercting@nBne®fithese@raditional@iduciary®
roles@n®heRontext®f@Rlient-lawyerZelationship. “Unfortunately,Bhere@emain@nany@inansweredZjuestions.?
Whatlfthedawyer@leclines@ompensation?@What@f@hedawyersihot@n@rivate@ractice@ndisBerving@n@heXolesk
an@Bccommodation@olhisriher@®mployerrizsEmpart@BEbusiness@ransaction?@Vhatif@hedawyerisBervinginihel
rolefbecause®f@@damilialBripersonal@elationshipireciselyibecause®hefamily@nemberrF#riend@vantsE@awyer@oll
serve?@Vhatifthe@awyerd@s@ompensateddor@heBervices@EvenEhoughBhels@nanaging@n@staterERrustForze
family@nember?@hould®herust@ccountingules@pply@ofunds®hat@Hawyerthandles@nhon-traditionalfiduciaryl
roles,Buch@sookie@hairfor®hefGirlBcoutsDrAEreasurer®f@m@hurch?@

ThelproblemAsthowoX reatemrightdinefbetweendiduciaryfundstheldButside®fithedawyer'sdegal@racticeRbr@z
client-lawyer@elationship@rom@undstheld@n@onjunction@vith@hedawyer'siractice®ri@&lient-lawyerielationship.k
AnBppropriateBndustifiable@istinction@anfbe@nadeetween@ompensatedBervice@sEFiduciary@nd?
uncompensatedBervice.l

In@EnostBituations,E@awyer@vill@ecline@ompensation@Brione@villdbekprovided@vhen®hedawyerd@s@olunteeringther
servicests@Aiduciarydorihebenefit®f@amily,Eriends,Brharity.@For@his@eason,Rulefl.15-1@efines fiduciary®
funds"®hat@EreBubject@o@he@equirementsBfheRules@stfundsielonging@oBomeone®therhan@hedawyerhat?
areleceivedby@rilacedlinder@heontrol®f@he@awyer@n@onnection@vith@he@performance®fiprofessionall
fiduciaryBervices."?ProfessionaldiduciaryBervices"@reBubsequently@efined@s? compensatedBervicesfotherthant
legalBervices)@enderedby@Fawyer@s@irustee,Buardian,Bersonalepresentative®Fn@state,@ttorney-in-fact,Bri
escrow@gent,Branny®dtherfiduciary@ole@ustomary@o®he@racticeBfdaw."Funds@eceivedibytdawyer@vhilel
serving@sEn@incompensated® volunteer"fiduciary,Bvhether@s@EBersonal@epresentative®fEnEstate@riRookiel
chair,@ohothavefolbednanageddnZccordance@vith@he@rustccountingules.?

Endnote:
1.fThese@lutiesAnclude®hedollowing:Bvoiding&ommingling®fthedawyer'sfunds@vith@lients’dundsiby@epositingf
theXlients’HundsAn@EBeparaterust@®riduciary@ccount;@naintaining@ninimumiecords@fthe@unds@Bn@epositd@nk
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theBccount;@nakingnnualBccountings@ohellient(s)ForEhefunds@nReposit@nEheccount;@econciling®fErust
accountialances®f@lient@Funds@Bn@EnonthlyEnd@Ryuarterlyiasis;Endiroperly@lisbursing@lient@unds.?

Words to the Wise

Therelrehree@mportant@aveats@oikeepin@nind:2l

e  First,A@fyou@rectingBs@Aiduciary@vithinheRontext®fEhelient-lawyerelationship,Fouronduct@villEbel
subject®oherustBccountingules@Even@houghBouErefot@ompensateddor@ourBervices.AtAsGossible®hat
whether@&iduciary@olef@rises®ut®BRlient-lawyeri@elationship@nayfhowibecomeERRontestedissueln@E
disciplinary®@ase.frhe@prudentdawyer@vill,thowever,EvoidkhedssueiltogethertyRrring@BnEheBid e
complying@vithEheRules@n@Enost,@fEhotill,Bituations@n@vhichEhe@awyerdsBerving@s@iduciary.@

e Second,Glthough@Eawyer’sthandling®ffiduciary@undsi@Enay,AnBomelimitedd@nstances,be@ExemptEFromiEhel
money@nanagement@equirements®fEhe@rust@ccountingulesirecordikeeping,BinnualEccountings,Enonthly
and@yjuarterly@econciliation,@tc.),[dt is not exempt from the prohibitions on illegal conduct, dishonesty, fraud,
and deceit in the misconduct rule, Rule 8.4. In other words, a lawyer who steals fiduciary funds, regardless of
the source of the funds, will be subject to prosecution under the Rules of Professional Conduct.

e Third,®herereBmumberfidbligationsreatediby®@hedawzpplicable®oiduciaries@n@eneral@hatrel
remarkablyBimilarohe@bligations@mposediby@heRrust@ccountingules.Bydaw,EFiduciaryds@equired®ol
keep@he@principal’ sBundsripropertyBeparatedromiEhedfiduciary’sBhersonalfundsriproperty,RozvoidBelf-
dealing,Band@occountFor@hefunds@ccurately@Endipromptly.B

E. Record Keeping Requirements for Fiduciary Accounts

Accounts Maintained at a Bank

Fori@ecordikeepingequirementsforZccountsi@aintained@t@ibank,BeeBection/Il,Recordkeeping,BPart .2l

Accounts Maintained at Other Financial Institutions

If@diduciary@ccounts@naintained,Bbyhoice@®®hedawyer-fiduciary,@tEnAnstitution@ther®han@@bank,@hel
following®ecords@re@equired:&

1.FARecord®df@li@epository@eceipts,@lepositBlips,Eind@vire@nd@lectronictransfer@onfirmationsforhel
accountfisting®heBourceEnd@ate@®f@eceipt.Rulefl.15-3(c)(1).2

2.ARopyDdElRancelleddtems@rawn@niheZccountiri@ligitaldmages®BfBuchAtems.@Rulelfl. 15-3(c)(2).R

3.All@nstructions®rizuthorizations@oransfer,@isburse,BrAavithdrawfunds@rom@heccountdincluding
electronicransfersri@iebits)DrE@vritten@rZlectronicecord®EnyBuch@ransfer,@isbursement@ri
withdrawal.ETheecord@nustBhow®heEmount,@ate,@End&ecipient®fEhe@ransfer®Br@iisbursement.Rulefl.15-
3(c)(3).&

4. AlIBtatementsrR@locuments@eceiveddrom@hedinanciald@nstitution@egarding®he@ccount.®Rulef.15-3(c)(4).@
5.[AlRecordsequiredibydaw.Rulefl.15-3(c)(5).2

Minimum Record Keeping Period and Audit by the State Bar

All®f@he@vritten@ecords@equiredd@n®ulefl.15-3,@Avhetherhe@ecords@refor@ntrustediroperty@epositeddn@E
bank®rin@Hinancialdnstitution,Bnuste@naintaineddor@tdeastBixFears.Bimilarly,@he@uthority®ftheBtate@Barol
audit®he@equired@vritten@ecords@andomly®rforausethasiot@hanged.?

Accountings for Fiduciary Property

Whenever@diduciary,BuchZsipersonal@epresentativeibri@irustee,@s@equiredibydawo@nakenZEnnual@®rEnorel
frequent@ccounting®oFudicial@®fficials,he@rust@ccountingules@ohot@equireBeparate@vritten@ccountings@ol
the@beneficiaries®fifiduciaryfunds.@However,Afthedawloesthot@equireBnZccounting, Blawyer-fiduciary@nust?
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provide a written accounting of all transactions concerning fiduciary funds to the beneficial owners at least annually
and also upon termination of the lawyer’s professional fiduciary services.

SECTION IX: SAFEGUARDING FUNDS FROM EMBEZZLEMENT

The security of a trust account is proportional to the interest and attention the lawyer devotes to the operation of
the account. The following safeguards are suggested:

Trust Account Checks

Do not act in haste when signing checks to be disbursed from or deposited to a trust account. For example,
an employee had a lawyer endorse checks for deposit when the lawyer was in a hurry to get out of the office.
The lawyer failed to note that the office deposit stamp was not on the back of the check. The checks were
deposited into the employee's personal accounts. This activity did not come to the attention of the lawyer
until clients complained about their bills.

Don’t sign blank checks, and do not make a check out to cash or bearer.

Use pre-numbered checks and periodically examine the sequential order of blank, void, and canceled checks.
Question any unexplained break in numbers. Voided checks should be retained. Keep blank checks under a
responsible person's control during the day and secured at night. In addition, ensure that all checks are
accounted for when an employee resigns or is terminated. After resigning, one employee with access to trust
account checks negotiated forged checks for over $80,000.

Examine signature(s) on trust account checks for forgery.

Question any change or attempted change of a payee's name on a check.

Compare the number of canceled checks received from the bank to the number returned as indicated on the
monthly bank statement.

Confirm that the amount on a check coincides with the check stub or disbursement journal.

Controls and Procedures

Legal fees paid in cash are difficult to control. Office policy should require that a receipt must be given to any
client who pays in cash, and the lawyer should regularly ask clients who pay in cash if they received a receipt.
The numbers for receipts in the receipt book should also be examined periodically to determine if any
receipts were removed or voided.

Reconcile the trust account promptly after receiving a bank statement.

Resolve discrepancies in a trust account reconciliation as soon as possible.

Make sure that deposit slips agree with deposits posted on client's ledger, particularly when cash is involved.
Ensure deposits are made in a timely manner, daily if possible.

A client's file should contain documentation supporting disbursements.

Bank statements and correspondence regarding the trust account should be opened and reviewed by a
lawyer.

Require supporting documentation (e.g., bank statements, canceled checks, deposit slips, correspondence,
etc.) of accounting reports and reconciliations.

Prohibit or restrict removal of trust account records from the office.

Sloppy bookkeeping may be used to conceal embezzlement. If the responsible individual procrastinates in
correcting the condition, an independent party should reconcile the account(s).

Estate accounting should be verified. Old or inactive estates are prime targets for embezzlement.

Personally investigate questionable activities pertaining to the trust account (e.g., lack of fee payments,
missing correspondence, etc.).

Check periodically with the post office to determine if anyone other than designated personnel has
attempted to pick up the office mail. Embezzlers will pickup the mail to destroy or remove incriminating
items.

Personnel:

The tasks of posting, depositing, and disbursing trust account funds should be handled by different members
of the staff. An employee is not permitted to sign trust account checks if that employee is responsible for
reconciling the trust account. (Note: an exception to this rule is if trust account checks require two
signatures and one of them must be a lawyer. In this case, the nonlawyer could be the second signature
because signature already satisfied the requirements of the rule.)

Question life style changes (e.g., increased social activities or travel, new wardrobe, new car, etc.) of
individuals with access to the trust account.

45



e Personal,Brofessional,@rinancialroblemsde.g.,Hamilydliness,Enarital@roblems,&rinking,Bbankruptcy,@tc.)@
maybe@ausedor@Embezzlement.?

e Question@mhegativeittitude@ripoor@vorkiperformance@®EnEmployee@naintaininghe@rustBccount?
especially@fthe@Employee@vasiassedbverforpromotion.?

o Beware®fn@Employee@vholsBverlyBossessivelbftherustBccount.tTheBbsence®@ninimuminternal
controlsEndBound@ccountingiractices@reates@RBituation@n@vhich@here@s@BEtrong@otentialdor®
embezzlementEo@oRindetected.?

o Embezzlement@ccursinoredrequently@hen@ninsupervisedi@ersonthas®otal@esponsibilitydorheirust,?
office,E@nd/orBayrollEccounts.Bl

o Embezzlersend@o@nake@raws@nEheffice@Bperatingccountirst@nddater@nake@rawsn@herust?
account.®

SECTION X: SCAMS

TheBtate@Bar@ontinues@oeceive@eportsdffrauds@ndBcams@®ndawyerrust@Eccounts@esulting@nB@Bix-figurel
losses.fThe@wolnajor@ypes®fBcams@rell )Lounterfeit Check Scams and®2)Email hacking/wire instruction fraud.z
TheHollowingAsEbriefBummary®fEachBcam. B

Counterfeit Check Scam
Bymhow,&lldawyersBhould&nowhat@riminals@refising@maildo@ctiikeBotentialXlients@equestingl
representationdtypically@ommercial@lebt®ollection@®rR@livorceBettlement@ollection).@ncefhedawyer@espondsk
with@Requestfor@norednformation,®he client”Brovideshedawyer@vith@locumentation®fhe debt, "D ftenk
including@varehouse@eceipts,@ontracts,illsEfdading,@tc.Bhortly@fterfgreeing@o@pursue@helaimEnd@dftent
before@@emandietteris@®venRirafted,@heawyereceives@ietter@nd&ertifiedbank@heck@romEheBupposedd
debtor@vhodsiaying@he@ebtiecause®hey'don’t@vant@oleal@vith@hedaw.”Erhelawyer@hen@lepositsihel
certifieddbank@heckFoftenFrom@ibankipthorthdikefhaseBoXheRellers@redessFamiliar@vitht)dntoRheRrust?
account.BAlmost@mmediately@®he&lienttbegins@lemandingthisbayment@ia@Bvire. Bince@heFunds@reGvailable@iall
provisional@reditfdue@oEhefGoodFundsBettlementfct),Rhedawyer@viresB utEhe@noney@o@heilient@ninus@hel
lawyer’s@hare.frheXlient@sthevertheard@rom@gain.fThreeRlaysdater,@hefanki@ells@he@awyerhatEheheck@vash
counterfeittand@emovesihelready@vired@mount@romiheRrust@ccount.Bince®hedawyer@lisbursed@nf
provisional@redit,@he@awyerds@esponsiblefor@eplenishing@ny@rustBccount@eficit.FThisiype@BBcamihasostR
lawyersthundreds@®f@housands@®f@lollarsEnd@tdeast®nedawicense. Foriipsn@letecting@nd@voiding@hisBcam,Bl
viewthisHactBheet®reatedibyTanadian@ndemnity@ompany,dawPro:&
http://practicepro.ca/practice/pdf/FraudinfoSheet.pdf

Email Hacking/Wire Instructions Fraud
TheBnost@ecentEndEnost@larmingiype®f@cam@s@ne@vhere®he@riminal@ainsEccess@oRheFEmailEccountD R
partyoE@eal@stateransactionEndinitiates@@Eraudulent@vire@ransfer.@nceBEn@Eccountthasibeenthacked,@hel
criminaldearns@he@etailsBfthe@eal@state@ransactionnd,BEctingllike@heBeller,®@mails®hedawyerforheBeller)?
with@viringfnstructions@orithe@eller’ sfunds.?

If@hedawdirmBloesihotthave@@proceduredniplace@ofuthenticate®he@mailed@vire@nstructions,@hey@nayl
unknowingly@vire®heBeller’'siroceedsohethacker’sibankzccount.fThebank@vill@leny@nydiabilitydecauset?
merelydollowed@&hedawyer’s@nstructions.frhis@chemethas@aused@illions@Bf@lollars@fidossesBincedtHirsta
appearedin@Northarolina@n2015.@nBrderFofprotectBgainst®his@cam,BawyersBhould:R

- Verify@lI@mailed@vireddnstructions@iaBBecond@nethod®f@ommunication®hat®hedawyerfnowsHsk
authenticsuch@s@Bbhonefhumberiisted@nihelient’sHile).@ oot allZBhonefhumberirovided®ial
email,Bbecausehatthumber@ouldibe@hethacker’ sthumber.2

- Look#orBmall@ifferencesi@n@Email@ddressesfalthoughthackersthaveilsoRised@®he@ctual@®EmailEccountsk
ofteal@®state@gentsrBellers@o@onduct®hese@cams).Bl

- Notify@lients®fithisBcamBoRhat®hey@naybewarefEnyBuspicious@ctivity@rEmails.?

- Refuse@occept@hangesA@n@viring@nstructions@ia@EmailfthisAsthot@Btate@Bar@ule, ButftAsBtrongly@
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recommended).l

- Train@Employees@oe@nEhefookoutHorhisEttemptedBcam@nd@mplementi@olicy@hat@nustiel
followeddor@veryBingle@vire.?

- Use@®ncrypted@mailzindBuggestihat@liipartiesto@EransactionfvoidBendingZnyBersonally@dentifying?
information®r#inancial@nformation®iafinsecured®mail.@

- Stay@ipo@ate@vith@heRverRhangingi@ietails@fthese@cams.tThisthandbook@villtheverieblefoBtayr
current@vith@merging@rends,BodawyersinustBeek@urrentinformation@nd@dvicedromEheBtateBar,®hel
FBl,ALawyersMutual,Baind@therf®rganizations.i

Evendawdirms@vith@wo-level@onfirmationBroceduresfor@virednstructionsthaveibeen@efraudedibecause®hel
criminal@alls&hefirm@sEhe®eller@nd@onfirms@he@viringAnstructions.fToreventihisiypetEheft, Bawdirmsk
should@nitiate@®he@phone@allRoEonfirmEhe@Emailed@vire@nstructions,&alling@nly@hefumberdisted@n@heilient
file@egardless®fvhether@@lifferentthumberi@sirovided@n@heEmail.@

WhiletheseBcams@aryd@nBophistication,Gllthave®heBotential®oRauseBignificanttharmEnddawyersi@nust@emaini
vigilant@orEny&#raudulent@rust@ccountictivity. @fourourfirmihasibeenBubject@onyEttemptedBcams,Brifl
youthavelny@juestions@egarding®hese@Bcams,lease@ontacttheBtateBarEtH919)B28-4620.2

SECTION XI: INTEREST ON LAWYERS TRUST ACCOUNTS- IOLTA
A. What is IOLTA?

The@NorthiarolinaBtate@ar@®lanHorAnterest@®nlawyers B rusttAccountsdNCAOLTA)EsERon-profitirograme
establisheddn(983byRheBtateBarndNortharolinaBupremeourt@oeceivednterest@ncome@romiawyers'?
general@rust@ccounts@ofund@programsfor@heBublicibenefit. NCAOLTARBvorks@vith@awyersEndibanksEcrossihel
statelo@oordinateincome@enerateddromdawyers'Eeneral®rust@ccountsfor@he@urpose®ffunding@rantsior
providers®ftivildlegalBervicesfor@hedndigent@nd&o@rograms@hatfurtherhe@dministration®fFustice.BRlIRctivel
NCHawyers@naintaining@Eeneral@rust@ccountsi@niNorthiarolinare@equired®@o@stablishi@lEeneral@lient@rust?
accountssAnterest-bearing@OLTARccounts.(l

AsfAulyR010,A0LTARulesEequire@awyers@ofholdEheirdOLTARccounts@nly@tiEligibleBanks®hat@villgree®okbayr
IOLTABccountsEhethighestatevailable®o®hattbank’sther@ustomers@vhen@he@OLTARccounts@neet®heBamel
minimumbbalance®r@®bther@ccount@ualifications.INCAOLTAEnaintains@EheligibleBankAlist@®nAtsAvebsite,?l
www.nciolta.com.?

B. How it Works

LawyersftenthandleBnoneyhatibelongsolients—such@sBEettlement@hecksBrEnoneyoipay@ariousifees.kl
Often,@heEmount®fEmoney®hat@AawyerfhandlesFor@Bingle@lientdsRuiteBmallZnd/orGsthelddor®Bnly@Bhort®
period@fime.Araditionally,lawyersthaveilaced@®heselndividual@eposits@ogetherlinto@ombined,Brooled,?
trustBccounts.Before@heRstablishment@®fAOLTARPrograms,@rustfundsi@ooled@n@his@nanner@arnedmolnterest.?
Now, by irtueBfAOLTA,Bawyersilace@®hesefhominal@nd/orBhort-term&lientdundsinto@@ooled,Anterest-bearing?
trust@ccount@rom@vhichbanksHorwardiheldinterestihet®f@llowableBervice@harges@o®heBtateAOLTARBDrogram,
which@ises@he@noney@oFunddaw-related@haritable@auses.k

IOLTABdministration®ostsEreBaid@rom@programincomend,Horhe@Northarolina@rogram,thave@onsistently?
been@inderen@ercent®fincomeBincedts@nception.AOLTAAsEdministeredEndBtaffedd@ndependentlyFromihel
client@ecuritydund,Erust@ccountBuditbrogram,BEndbther@ctivitiesBfheBtate@Bar.MNoFundsFromINCHtateBark
dues@relised@oBupporthefprogram.?

C. How are IOLTA Funds Used?

NCAOLTAasbeen@FitalBource®fundingforihe@rovision®ftivildegalBervices@oRhe@oorhrough@rants@nadel
toBtaffeddlegalBervicesiprograms@End@olunteerdawyerBrogramsithatBerve@veryRountydn@heBtateEndForther
programshat@vork@o@mprove®he@dministration®fFustice.BinceltsHirst@rants@vere@nade@n 985,INCAOLTAGasE
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provided@®ver®55@nillion@ordlegal@ssistancedor@Bt@isk@hildren,®he@Iderly, Rhe@isabled,Bnd®@heoorAnfeed®
basicthecessities,@ndiothelpdawyers@onnect@vith@hose@vhofheed®heir@ro@onolssistance.?l

Other@rantsthaveBupporteddnnovativeiprogramsBuchisEhedollowing:@vork@fdhe@dministrative@ffice@dhel
Courtsioneet®hefheedHorAnterpreterBervices;BublicAnterest8ummernternshipsforfawBtudents;&raining@fl
local®fficials@Bnthowo@rovideBafeFindthumanefails;Gudicial®ducation;@EndiEhelleveraging®fBtate@undsiol
assist@oungdawyersin@ublicinterest@ractice®opayDffdawZchooldoans.?

IOLTAFunds@refhotiseddorthelient@ecurity@Fund@®hat@eimburseslients@vhothaveBuffereddfinancialdoss@siher
result®f@ishonest@onductbfdawyers@Engageddniheiprivatelractice®Bfdlawd@n@Northarolina.?l

D. Questions and Answers about the Management of IOLTA Accounts
Which of my law practice accounts must be established and maintained as IOLTA accounts?

Alleneral@rust@Bccounts@nustibe@stablished@nd@naintained@sinterest-bearingdOLTARccounts,Anterestdrome
whichs@emitted@oINCAOLTA.@eneral@rust@ccountsEre®hoseccountsithattholdzhominalEndBhort-termi
depositsf@lient@unds.ForZuidance@®n@Evhat@undsBhouldibetheldinBEFEeneral@rust@ccount®r@@edicated®rust?
accountfor@Bpecifictlient, Bee@ommentd3]&fterRulefl.15-4.Medicated@ndiiduciaryBccounts@stablisheddori
oneltlient,®ntity,Briransaction@reoti@stablishedEHsAOLTARccounts.Bl

How do | comply with the rules governing NC IOLTA?

Allzctive@nembersBfhe@NortharolinaBtateBar@nust@Ensure®hat@lI@Eeneral@rust@ccounts@n@Northarolinarel
established@sAnterest-bearingdOLTARccountsit@ligiblefbanks.BlIEctive@nembersfitheBtateBar@nustBannuallyr
certify®hat@®hey@refulfilling@his@tequirement.ertification@sEnade@vhen@espondingtotheBtateBar@uesiNoticel
sent@t@hefeginning®fRach@alendar®ear.fTheiertification@nayibe@nadeBniEhe@ues@hotice@®r@hroughhel
MemberccessAloginfageEheBtateBar@vebsite.Aawyers@vho@ohotEnaintain@lient®rustEccounts@nNorthi
Carolina@nusti@ertify@hat@hey@re@Exempt.Aawyers@nustie@n@ompliance@vithEhis@equirementhodater®han@unel
30.AawyersnustElso@nformENCAOLTABVhenBpening@ritlosingdOLTARccounts.ETheENCAOLTABtatus@ pdate@orme
shouldibeiseddor&hisBurpose.JARopydfitheForm@anmeFound@n@Bppendix@B15.)eTheformBhould@isofbeRised?
toReport@®mployment@rEddress@hanges.BeeBvww.ncbar.gov/media/283969/Status-Update-Form.pdf.Bl

What happens if | do not comply with the rules governing NC IOLTA?

Accordingto@he@ules@mplementinghe@nandatory@rogram,@hefawyer@vhofails@oRomplyBhallbeeported@ol
theNCBtate@Bar'sBAdministrative@ommittee,BvhichEnaynitiate@roceedings@odministrativelyBuspendihel
lawyer's@ctive@nembershipBtatus@nd@ligibility®opracticelaw.B

Does maintaining my general client trust accounts as interest-bearing IOLTA accounts affect my trust account
practices?

No.Maintaining@EeneralZlient@rustBccountssinterest-bearingdOLTARccounts@oesthotffect@Fawyer's@rust?
account@ractices.fThe@lepositoryfbank@vill2alculateEnd@emitiliEccumulatedidnterest,dess@EnyBerviceharges,
directly@oENCAOLTA.E helprincipalibalance@®fithe@ccount@villmhevereffected.@f@ourse,dawyersEtill@etaink
completef@iscretion@o@etermine@vhether@@rust@eposit@smBufficientBize®r@luration®oFustifyplacement@nGz
separatefdedicated)@nterestibearingBccount.il

How are bank service charges on IOLTA accounts handled?

NCEAOLTARays@llowableBervice®hargesBnAOLTARccounts.AtAsGermissibledoribanksEhat@ofhotAvaiveBervicel
charges®nAOLTARccountsEo@leductFromEnterest®riltilize@arnings@reditdor@llowableBervice@harges
associated@vith@heccount.BAllowableBervice®hargesnclude@nonthlyEccount@naintenance@harges,ber@temi
checkr@ieposit@harges,@tc.Business@ostsBrizostsibillable®o@thersErehefesponsibility@®f@hedawdirmEndE
should@hotbeRharged@gainstlient@unds@n@heccountiri@gainsttheldnterestriZheRarnings@redit@®ZnAOLTAR
account.fThese@hargesi@nayibe@leducteddromi@hedirm’sBperating@ccount,billed@o®heirm,Br@leducteddrom
funds@naintained@ri@iepositediby®hedawyer@n@he@OLTARccountForEhat@urpose.@ExamplesfBuchRostsincludel
butBrethotdimited@oRheck@rinting,INSF/ODFees,BtopBaymentrders,Avire@ransfer@ees,Bccount@econciliation,
remoteapture@apability,®nline@anking, Aigital@maging,ELD-ROMBtatements,Brinterest@harged®n@incollectedd
balancesfloat).&
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What are the tax consequences of IOLTA participation?

Accordingohel@nternal®evenueBervice,@naintainingdOLTARccounts@mposesthoFax@onsequences@oXhellient?
orithefawyer.Bee®RevenueRuling@B1-209.Each@OLTARccountibearshe®axddentificationBhumber@®heENCAOLTAR
Board®fTrustees@oRnsure®hat@liE@ccumulateddnterestd@s@eported@sincomehe@OLTABDrogram.@fFourtank?
needs@OLTA’sEax@ADEumber,@lease@ontact®hedOLTAD fice.R

How are clients informed about IOLTA?

InEL988@heNortharolinaBupremeourtBpprovediheosting®fElientiNoticefertificate@o@nform&lientsa
about®he@OLTARBrogram. BNCAOLTARrovidesZlientiNotices@odawyers@tEhoXharge.?

Does maintaining IOLTA accounts deprive clients of any funds to which they are entitled?

No.Frust@noneysfithefypeiplaced@n@OLTARccounts@nominal@n@EmountiriZxpectediofbethelddor@Bhort
duration)thaveitraditionallyibeen@eposited@ndawyers'Bbooled@rustBccounts.Prior@o@OLTA,Buch@ccounts&id@ot
earnfinterest.fThefNortharolinaBtate@Barfhowequires@Eeneral@rustBiccounts@o@arndnterest,AvhichAs@emitted?
toNCAOLTAForFundingdaw-relatedharitable@urposes.@fEourse,dawyers@till#etain@omplete@iscretionol
determine@vhether@irust@epositdsDBufficientBizeBr@luration®oFustify@lacement@n@Beparatefdedicated)d
interestearingfccount.@ffundsi@re@lacedd@n@FEeneral@Xlient®rustEccount@nrror, ANCAOLTAthas@oliciesHorf
ensuringthe@efund®finterest@®niEhosefunds.?

Which banks have IOLTA accounts?

AlistRligibleMNortharolinabanksAsEnaintainedibyENCAOLTA.BeeBvww. nciolta.com/iolta banklist.asp.AfFoul
and/oryourtbankerfheedissistance®oRstablishEn@OLTARccountEtibank@hatdsthotdisted,Blease@ontact@hel
IOLTAfficet@®19-828-0477DrREontactdOLTARiaAtsAvebsite,Avww.nciolta.com.l

There@re@Bhumber®fbanks®hatFobovendibeyondiheligibility@equirements@bfitheAOLTARuleRoBupportihel
NCAOLTABRDrogram@ndtsinission®oEnsurehatdow-incomeNorthiaroliniansthaveccessoriticallytheedediiegall
aid.fheseanksreEiven@he@istinction®fE Prime®PartnerBanks”EbyENCAOLTA Rnd@EHistfhesefanksRaniel
found®n@heINCAOLTABvebsite.Rl

Manytbanks@vaiveBervice@harges®nAOLTAGccounts,EandBomelbanks@EpplyE@olicy@o@OLTABccountshat@esults?
in@thigherAncome®ield@romihatiank.Banks®hat@vaiveBerviceRhargeszrethotednEhedankdist.?

If a law firm holds funds of NC clients in an out-of-state account, how should that account be set up?

Underithe@Rules®Bf®Professional@onduct,@lFEeneral@rust@ccountsinustiednaintained@t@Ebank@n@Northarolinal
or@bank@vithdbranch®ffices@n@Northarolina.BAsEhe@omment&o&hefrust@ccount@ulesthotes,B@awdirmBEvithE
offices@n@Enother@tate@nayBend@@North@arolinaXlient’sfundsRoEdirm®ffice@nZnotherBtatedor@Eentralized®
processing@hough@helient@unds@re@tillBubject®o®he@equirements@bfthe@N CRulesBfProfessional@onduct.k
Therefore,@he@NCitlientFundsBhouldbeiblaceddnto@FEeneral@rustEccount,Ehelnterest@rom@vhich@villdbel
remitted@oNCAOLTA.R

Who makes the IOLTA grant decisions?

Grant@lecisions@re@nade@nnuallyby@he@NCAOLTABoard®df rustees,Avhich@dministers@he@rogramf@ccordingol
theules@promulgatedibyEhe@NCBtate@Barouncil@ndZpprovediby®heNCBupremeourt.27MNCACEADE1301-20R
Theboardds@EEtanding@ommittee@®f@heNCHtateBarouncil,®@he@epresentative@Eoverningody®ftheBtatedBar,
whose@nembers@reilectedby®hedar@nembership@hrough®@hejudicial@istricts. AOLTARrustees@reppointediby?
theNCBtateBarTouncil. INCAOLTAZrants@refor@heRalendar®ear,Bind&lIErant@pplications@re@eviewed@nnually?
by&lIRheRrustees.BARurrentdistfinembersBbhe@OLTABoard®d A rustees@antbeFound®n@heBtate@Bar'sH
website.Bee@vww.ncbar.gov/for-lawyers/directories/agencies-boards-commissions.?

Where can I find rules governing NC IOLTA?
See? 7INCACE D,Bectionskl1301-.1316@ind®Rule . 15-2(b)ofEheRulesBProfessional@onduct.?
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For more information about NC IOLTA, please contact our office.

Marytrvine,ExecutiveDirectorf
Claire@Miills,AAccounts@anager?
Aaliyah@Pierce,BAccountingiDatal

NCEOLTAR

217 .Edenton@®t.®PostfDfficeBox@ 59960
Raleigh,MNorthiarolina®27611a
(919)B28-04770

(888)B28-1718F ax
e-mail:@olta@ncbar.gov

SECTION XII: FDIC INSURANCE

A. Coverage Amount

TheEmount®DfiF DICRoveragevailable®RoBingle@epositor@nEnEFDICAnsuredibank@r@avings@ssociationdsk
$250,000.3

What is a lawyer's professional responsibility when choosing the depository bank for a trust account?

AawyerfstctingBs@Eiduciary@hentholdingilient@undsinthisriher@rust@iccount. fThis@neanshat@hedawyert
mustielprudent@hen@nakingfinancial@ecisionsielative@o®hoseundsincluding®he@ecision@s@oheRepository
bank#orheldawyer's@rustccount.BHowever,Anhebsence®flinformation®ending@oBuggest@he@mminentHailurel
offibank,BHawyerdsiresumedioibecting@thically@fhefawyerRstablishesthisBriher@rust@ccount@t@BEinancial
institution@nsurediby®heFederal@epositAnsuranceorporationdFDIC).AnBther@vords,Afhe@Eovernmentthask
madehe@etermination@®hat@hednstitution@s@nsurable,@he@awyer@nay@elyfiponEhe@overnment'sEssessment.k

What are the requirements for insurability; to what extent are the funds insured?

Afawyer's@eneral@rustBccountdsometimesieferredios@En IOLTABccount”)AsEFiduciary@ccountnd,EsBuch,?
eachitlient'sfunds@leposited®herein@villbefnsurediby®he®DICHupRoihednsurancedimit)@rovided®heccount?
satisfies@he@DICRlisclosure@equirements.fThere@refwoRisclosure@equirementsforfiduciary@ccounts:{1)&hel
fiduciary@hature®fheccount@nustibelisclosedd@nhefbank's@ecords,End{2)&hefhame@ndBbwnershipinterest@D?]
each@®wner@nustielscertainable@romihe@epositZiccount@ecords@fthelnsuredibank@Br@romiEecords?
maintainediby®hefiduciary.dAtA@s@ncumbent@Bnihedawyer@o@nakeZ urethis@riherbank&nowsihatEnZccountsER
fiduciary@ccountBothat®heank@Xaniitle®heBccount@sBuchints@ecords.Banksypically@loBhot@naintaini
recordsfthe®wnershiplnterestfEach@lient@vhosefundsrethelddn@®rust@ccount.fTherefore, AtAsEhedawyer's?l
responsibility@o@naintain@®hese@ecords.AfFoure@omplying@vithEherust@ccounting@nd@ecordikeeping?
requirementsniRulefl.15BfheRules®Professionalonduct,FouthavellreadyBatisfied@doth@@hed DICE
"disclosure"@equirements.kl

Contact the FDIC

For@more@nformation@rom@he@DIC,&allRoll-freet Rl
1-877-ASK-FDIC (1-877-275-3342) fromBRAMANtIIBPMEEasterniTime)MHearingdmpairediine:A-800-925-4618

CalculateBnsurance®overagelusing&he@ DIC'sBbnlinelectronicepositAnsurance@stimatortat:Adic.gov/ediel
Read@nore@bout@DICAnsurance®nline@t:@dic.gov/deposit/depositsi
Order@FDICRIepositAnsuranceBroducts@®nlinet:fdic.gov/depositinsuranceregister
Send@juestionsby@:-mailflising®he@DIC's@nlinefustomerssistanceFormbt:@dic.gov/starmail
Mail®@juestions@o:&

Federal Deposit Insurance Corporation

Attn: Deposit Insurance Outreach 550 17th Street, NW

Washington, DC 20429-9990
50m


https://fdic.gov/starmail
https://at:fdic.gov/depositinsuranceregister
https://fdic.gov/deposit/deposits
https://fdic.gov/edie
mailto:iolta@ncbar.gov

SECTION XIII: THE RANDOM AUDIT PROGRAM

A. Introduction

InBAprilAl985@heMNortharolinaBtateMari@nitiatedEBbrogramdfiandomEuditsfhefrust@ccountsffctivel
membersfithe@NortharolinaBtatear.rheBpurpose@®fhefprogramivas@oeducehedncidence
misappropriation@nd@nishandling®f@lients @undsby@nonitoring@ompliance@vith@he@broceduresEndiecord?
keeping@equirements@stablishediby®he@Rules®BfProfessionalonduct.ETheBprogram@vasBpecificallydimited®ol
procedural@uditsEsBpposed@ohe@nore@amiliar@nd@xtensivedinancial@udit.fThefocus@vasiecordieepingtnd,?
whenmeeded,Rducation®flawyers@n@he@properanagement®fiElientFundsEndirustBccounts.BAlthoughithel
programthas,@n@ccasion,Mincovered@ross@mproprietiesBuch@s@ommingling,Enadequateialances,Endlise®DHE
trust@ccount@sBpersonal@hecking@ccount,@fterperatingfor®ver25Fears,AtAsi|ear®hat@he@andomEuditl
programbhasieen@nostBuccessfulln@aising@he@®veralldevel®f@ompliance@vith@ndAinderstanding@®fithe@ules?
governingdawyer@rustBccounts.?

B. Authority for Random Audits

TheButhoritydorthe@andomEuditBrogrami@s@Eranteddn@uleR0128(b)BfRheBtateBar'sRulesHorMisciplineZndX
Disability@mffAttorneys,27MN.C.A.C.ELB,Bection20100,AvheretEtates:?l

ThelXhairperson®fthefGrievance@ommittee@nay@andomlydssuelnvestigativeBubpoenas@o@nembersk
compelling@he@roduction®fEny@ecordsEequired@oibefkeptielative@o@hethandling@®flientFunds@ri
propertyibyRheRules®fProfessionalfLonductfor@nspectiontby®heRounselBbrzny@uditor@ppointedibyr
the@ounsel®o@etermine@ompliance@vith@heRulesBfProfessionalonduct.BAnyBuchBubpoenavill2
disclosefipon@tsfacedts@andom@haracter@nd@ontain@@erification®ftheBecretary@®hatit@Avas@andomlya
issued.INo@Enember@villbeBubject®o@andomBelection@inder®hisBection@nore®han@ncedn®hreedears.?
TheBuditor@nay@eportEny@iolation®ftheRulesBbfProfessional@onduct@iscovered@uring@®he@andomp
audit®o®heGrievance@ommitteedornvestigation.fThefuditor@nay@llowhedawyer@Eeasonablel
amount®f@imeRoRorrectEnyBrocedural@iolationdndieudfideporting@he@natter@o@hefGrievancel
Committee.fTheGuditor@hallthave@uthoritylinderhe®riginaldubpoenafor@andomEudit®o@Eompel@hel
production®fEiny@locumentsihecessary@o@etermine@vhether@hedawyerthas@orrected@ny@iolation
identified@uring@heudit.@

C. Selection Process

Onbccasion,EFawyeroncludes®hatBhesibeing@uditediecauseBhefhas@one@omething@oRirawzttentiondol
herself.More@®ften,Guditeddawyers@redndignantiecause®heyibelieve®hat@heBarBhouldibelnvestigatingfl
another,Ainnameddawyer@n®Rown@Bvhosheltype"Ro@mishandle®rust@unds.But,@espite@he@umorsioihe
contrary,dawyers@Erehotipickeddor@EErustBccountEudittbecause®heythave@rawn@ttention@oEhemselves@riZheyr
"fit®he@rofile."Rather,Bvery@ffortAs@nadefobeFandomdn@heBelection®fthedawyers@vhoserustEccounts@vil Iz
be@uditediby®EheBtate@ar@uring@iarticular@uarter.?

Lawyers@andomlyBelecteddoruditre@irawn#rom@dist@EenerateddromiEheBtate@ar’ s@latabasefased@iponk
judicial@istrict@nembership@lesignations@n@he@latabase.FEach@uarterheBtaffeauditor@udits@herust@ccountsh
ofib0Hawyers@romBur@latabase®f@woandomlyBelecteddudicial@istricts.fThe@veekibefore®he@uarterly@neeting
ofthe@ouncil®ftheBtateBar,BEomputerBoftware@rogram@andomlyBelectsBixGudicial@istricts@romizliEhel
judicial@istricts@n@heBtate.BAlthough®nly@woFudicial@istricts@participate@ach@juarter,@hefiel d®fBixGhamesds?
necessary@o@void@tedundancy.BA@ruly@andomBoftware@programihat@icks@nly@woBudicial@istricts@ach@yuarters
hasheRlisadvantage®fotentiallyBelecting®heBameJudicial@istricts@uarter@fter@uarter.Wnder®heRurrent
procedure,Bix@istrictsBrednitiallyBelectediby@omputer@o@Eenerate®heield@rom@vhich@hedinalBelectionszrel
made.TheBtaffiauditor@eviewshedistbBix@oReterminefhow@nany@imes@End@he@ates@n@vhich@ach@istrict?
wasBelectedBincehelnception®dfhe@andom@uditibrogram.fheBtaffiauditorddentifies@he@wofudicial@istrict
barshat@villbefisedEo@ rawihamesErom@ur@iatabase@uringhe®uarteriby@®liminating@rom&helist®heFourl
judicial@istricts®thatthavebeenudited@nost@ecently@nddrequently.?

AftertheBtaffRuditorBelects@he@wollistrictibars,RhefhamesD@he@B0@Andividualdawyers@vhoseccountsvilldbel
audited@nustie@etermined.BTo@ohis,EBoftwarefprogramis@unihat@crambles,Br@andomizes,®@hellphabetical@
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listing@®f@lawyersisted@s@nembersfEhedwoRhosengudicial@istrictibars@n@Burlatabase.frheGhumberBdawyers?
auditedd@nRach@istrict@s@eterminediyproration.For@Example:he@wolistrictsBelected@reDistrictBlEndmistrict?
18.MistrictFlEhasR00@awyers@EndMistrictfl 8Ghaskl,300. herefore,MistrictF 8has@B7 %@ fithell, 500@otaldawyersiol
be@rawn@rom.MDistrictFl8@vould®herefore@eceiveB7%Dhe@0Ilocated@andomEudits,BriEb 2@ ut@DE0.Mistrict?
1,@vithBnlyA 3% fthefotaldawyers@oibe@rawnFrom,@vouldeceive@ight@andom@udits.Btarting@tEheopd
theRomputer-generateddist@fEandomiamesBfdawyers@irawn@romEachBudicial@istricttbar,EheBtaffauditor?
schedules@Eppointmentsfor@uditsaintilZhe@espectiveBhumber®fdawyers@rom@achGudicial@istrictHistA@s@eached.?
Thel@awyerBelectedfor@andomBudit@oesihotthaveRobeEBignatory®niherustBccountri@partnerri
shareholder@n@hedawirm:@ll general, dedicated, and fiduciary accounts for a law firm are reviewed when any
lawyer practicing with the firm is selected for random audit. Lawyers@vho@loBhot@naintain@rustccountsie.g.,Bl
judges,Brosecutors,Bublic@liefenders,@orporatedawyers,tc.)@re@liminated@romhefist.?

D. Scope of Audit

Random@udits@refisually@roceduraluditsfidimiteddcope.fHowever,Budits@onductedbursuant@o®heBtatel
Bar's@tandom@uditibrogram@naydnclude@EBubstantive@nquiry@nto@E@awyer’sthandling®@lientdunds,EandEheStatel
Bar@uditorthas@heuthority@ofakeRppropriateBteps@oEnsure@hat®heuditeddawyer@orrectsirocedural
problemsliscovered®@uring@@andomudit.?

MembersBelecteddor@andom@udit@re@equired@o@roduceli@ecords@ecessary@o@emonstrate@ompliance@vithi
the@ecordikeepingl@equirementsdftheRules®fProfessional@onduct@oncerningfctivity@uring®heireceding®ear.?
AuditsEre®cheduled@n@dvanceibygreement@vheneveriossible. fThere@refoBurprisednspections.?

WhenR@awyer@ssociated@vith®ribelongingo@dawdirmisBelecteddor@andom@udit,®he@uditornspectsihel
records@or@ny@rustBccount@naintainediby®hedawyerriby@hedawdirm.@fBomeDdfthefrustBccounts@naintainedd
by@&hedirm@AvereBubject@o@andomBEudit@vithin®helpreceding@hreeFears,@hefudit@sdimited®@oecordsForZnye
trustBccount@hich@vastot@udited@uring@®he@hree-year@eriod.?

During@n@udit,®he@ecordsHorhe@pastfl 2@nonthsDfFctivity@re@xamined.The@udit@ncludes@he@xaminationDf
canceled@hecks,@epositBlips,BankBtatements,dedger®ards,Bnd®@he@ookkeeping/softwareBystempi.e.,&heck?
stubs,@eceipts,@isbursementGournals,BoftwareRegisters,®tc.).R

During@n@udit,®hedawyer@oesthotthaveRoibeht®heuditor'sibeck@ndall.Wsually,Ein@ppropriate@member®fR
thefawyer'sBtaff@anEnswerhefuditor's@juestions.BAt®heRonclusion®fEhe@eview,®hefuditor@neets@vith@hel
lawyeroritiquehe@rocedures@helirmAs@ising@o@naintain@ts@rustBccount(s).EThe@awyeris@velcomefolnvitel
the®therdawyersnEhedirm@Dr@nembers®f@heBtaff@olbe@resent@uring@heritique . B\@opy®dfitheuditor'sE
memobutlining@ny@rocedural@eficiencyi@siprovided@o®hedawyer.AnBomeBituations,EhedawyerEnustBrovidel
written@ssurance®oheBtate@Barthat@ertain@leficienciesivilldbeRorrected.@or@xample,BdawyervhothasHailed?
to@econcile@ERrustBiccount®n@Rjuarterlyasis@seeulefl.15-3(d))@naybesked@oBtate, An@vriting,®hat@nonthly?
or@uarterly@econciliations@villlbe@mmediatelyfindertaken.fTherust@ccountsre@®hen@nonitored®o@nsurehatf
the@awyeromplies.An@Bomednstances@vheniscipline@nayielppropriate,@@Erievancedile@nay@e@pened.dfithel
grievancelsthotiased®bn@ishonesty,@raud,Bri@ieceit,@he@awyer@naybeffered@ntrydnto®helfTrusttAccount?
ComplianceTAC)Brogram,@lescribedin@etailtbelow.?

E. Trust Account Compliance Program (TAC)

TheBtateBarthasRreated@Bhewirogramiursuant@omisciplineBandDisabilityRules@fthe@NortharolinaBtatear, 2
27BN.C.A.C.&hapterf,Bubchapter®,BectionE0112(l),Avhich@BvasEpprovediby®he@NorthEarolina@Bupremefourt@nk
March2011.7

ThelTrustBAccountompliance®ProgramdTAC)dAs@@oluntary@rogram.@Participationd@s@onfidential. BV henEawyerfs?
found@fter@ibroceduraludit®othaveBignificant®rust@ccount@ompliancelssues,@@rievancefile@nayibe@pened?
by®heBtate@ar.fThefGrievancefommittee@nay®lect@oBtay®he@rievanceBnddfferEhedawyer®ntrancento®hel
program.@f@he@awyer@onsentsoparticipatedn@he@rogram,the@®rBhevilltbe@equired@o@ommunicate@vith@hel
State@ar’srustBccount@ompliance@ounsel,@Bvholvill@nonitorhe@awyer’s@rust@Eccount,@eviewRhedawyer’s@rust?
accounting@ecords,Einddnspect®hedawyer’sthandling®f@ntrusted@undsFor@sdongasEwoears.@articipation@nk
the@programis@Eenerally@onfidential,But®herust@ccount@omplianceounsel@villRommunicate@vith@hel
GrievancefLommittee@bout®hedawyer’sBparticipation.d@f@hedawyer@imely@omplies@vith@ll@equirementshel
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programind®atisfactorily@ompletes@he@rogram,@hefGrievance@ommitteenay@onsiderBuccessful@ompletionl
offtheBbrogramBs@Enitigating@ircumstance@n@letermining@vhat@liscipline,@Gny,@As@varranteddn@hedawyer’sk
grievance.fThefGrievance@ommittee@nay,butdsthot@equiredio,@ismiss@he@ErievanceoriEoodauseBhown.

If@hedawyer@loesihot@onsent®oblparticipate@n®he@program,Drifthe@rBhe@onsentsoparticipatefut@loesthotl
timely@omply@vith@ElZequirements®bfithe@rogram,@herustBccount@ompliance@ounsel@vill@ismissEhedawyer
from@heBbrogramBnd@eturn@heErievance@o®hefGrievanceommittee’s@gendatBBubsequent@uarterly?
meeting@oronsideration®fdmposition®f@liscipline@n@hefinderlying@natter.?

ThisBrogramsthoti@ntendeddor,@nd@villThote@fferedo,Bawyersd@n@asesi@nvolving@ossible@nisappropriation@f
entrusteddunds,@riminal@onduct,@ishonesty,Fraud,@nisrepresentation,@eceit,BrEnyDther@ase®he@hair@®Ehel
Grievance@Lommittee@leems@nappropriatefor@eferral.frhese@ases@vill&ontinueFobbefhandlediby@heffice@f
Counsel@nd®hefGrievanceommittee.B

F. Exemption from Audit

Lawyers@vho@omothandlelientdundsBripropertydecause,For@Example,®hey@re@overnment@Employeesrin-
housellegal@ounsel,@re@Exemptfrom@he@andomBudit@program.DtherdawyersiEnayBeekZnExemptiondrome
random@uditiythaving@BECPARPerformEnExamination®fhedawyer’s@rustBccountsipursuant®oBgreed@pon?
Procedures@ndBubmitting®hef PAReport®oheMorthTarolinaBtate@ar.fThe@Exemptionds@aliddorf 5@Enonths.zl
TheRxemption@pplies@onydawyer@Bvhoiles@@roper@eport@vithinfl5@Enonths@fitheBelection@®fhedawyer'sa
judicial®@listrictforandomBGudit.fThe@eport@ncludes@epresentationsBignediby®hedawyer,BRopydhefPAR
engagementetter,@istBAgreed@pon@®rocedures,Band@hef PA’sEeport@ursuant@otAgreedpon@rocedures,zlIR
ofvhich@nustieBubmitted@o®heBtate@Bar@vithin@O0RaysDf®heExamination.

Adawyersirohibited@romBeeking@xemption@romEhe@andomEudit@®this/her@rustBccounts@luring@he@juarter
inAvhich@hedawyer’sGudicial@istricttarthasibeenBelecteddor@eview.AFor@opy@dfitheExemptionFrom@®andomel
Auditfforms,Bee@ppendix@B16].21

G. Confidentiality

Asthotedd@nRuleR0128(e)@fheisciplineBndmDisability®Rules,?No@ssertion®BfEttorney-clientirivilegekbri
confidentiality@villiprevent@nAnspection®DrAuditBERrustBccount...."Anformation@®btained@sEEesult®D D rANR
connection@vith@EnGuditistheld@n@onfidenceEndd@s@lisclosedby®heuditornlyGsihecessary®olnvestigatel
misconduct@nd@oonduct®heusinessheBtateBar.@

Suchi@nformation@nay®becomeipublic,thowever,Aiponiheldnstitution®fformal@lisciplinary@roceedings@ursuant@ol
the@ules®fheBtateBar.?

H. Discipline

Minortechnical@iolationsBfheRrust@ccounting@ules@re@ddressediby®he@uditor@nd/orErustccount
complianceounselEnd@ofhotFEenerally@esult@n@hel@nstitution@®f@isciplinary@roceedings.BhouldBimilar@ninor
technical@iolationsteRliscovered@uring@@epeat@andom@uditheBamerust@ccount(s),Rhe@natter@nayiel
referred@o®hefGrievance@ommittee.MMoreBerious@iolations®fhefrust@ccounting@ules@re@eportediby®hel
auditor®@o@he@ounsel®ftheBtateBar@vho@etermines@vhether@ErievancelinvestigationBhouldibelnstituted®rifa
the@leficiencies@anbe@emedied@vith@nd@nformald@ollow-upietter.?

I. Workshops

TrustBccount@naintenance@vorkshopsEre@onducted@ndudicial@istrictsBelectedforandomEuditliponequestfE
thefdocal®@istrictibar@resident.fTheFuditor,@imelbermitting, AvillGlso@onduct@vorkshopsipon@equest@romther
groups&ffiliated@vith@heBbracticeBlaw.Bl

J. Audit Check List

Whenl@nspecting@dawyer’sirustBccount,®heBtate@Bar@uditor@sFuidedby®he@etailed@equirementsBbfheRules?
offProfessional@onduct.fTo@Ensurehat@achdnspectiondsBystematic@nd@iniform,@hefuditorsks@hedollowingf
questions@which@rack@hedanguage®fRules.15-1,7.15-2,@ndA.15-3).GenerallyBpeaking, @HawyerBhouldibel
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able®onswerRach@uestiond@n®he@ffirmative.R

Rule 1.15-1 Definitions
(1)EDoesEheltrustEaccountrontainBonlyftheFundsEofEhktlient(s)EorBvhomEaElawyerkisBengageditoRperformEbris
performingdegalBervice?®leaseihote®he®xceptionsipermitteddnRuled.15- 2(f).Q

(2)@s@E dedicated@rustBiccount"HaBpecialdnterestibearing@rustccount)@naintainedBolelyForthe@enefitD R
singleXlient@®r@Bpecific@ransaction?

(3)@sEhe@erm general@rust@ccount"Rised®o@enoterust@ccountsther®hanRledicated®rustccounts?i
(4)d@s@E fiduciaryBaccount"esignatedsBuch@End@naintainedBolelyforhe@eposit®fdiduciary@undsribthers

entrusted@roperty®fE@articular@erson@®rZntitydi.e.,Bn@state,Buardianship,power®fEttorney,Erust,@ri
escrow)?

(5)@sEhedinancial@nstitution@here@hefrustEccountstre@naintained@ibank@®rBavings@ndlloan@ssociation?
chartered@inderNortharolina®rAederaldaw?

Rule 1.15-2 General Rules

Safekeepingl
(1)@s@Entrusted@ropertydi.e.,Rrustindiduciary@unds,@nd@®therfproperty)ddentified,fheld,Bnd@Enaintaineda
separatedromihelroperty®fithedawyer?R

(2)Are@lIRrust@unds@promptly@epositeddn@EeneralBbr@edicated®rustBccount?

(3)AArem@lIFEeneral@rustEccounts@stablishedsAOLTARccounts,From@AvhichAnterestAs@emitted@oENCAOLTAG tRhel
State@ar?

(4)AAremlIFiduciarydBundsipromptly@eposited@n@Eiduciary@®riEeneral@rust@ccount?

(5)ds@IIEntrusted@ropertyfhot®therwise@lepositeddn@@rustriffiduciary@ccountie.g.Btock@ertificates)ipromptly®
identifiedEinddabeled@siproperty®Ehelperson@r@ntityfor@ivhom@tAstheld 2@

(6)@s@Entrusted@ropertyfother®han@noney)dnEEafe@leposittox@®rtherBuitableBlace@®fBafekeeping?a

(7)d@s@Ehefocation@®fthe@ntrusted@roperty@isclosed@o@helient®r@therfpersonFor@vhomatdstheld 2R
(8)AstheBafeepositthoxmrdther@lace@®fBafekeepingdocatedd@n@Northarolina?@

(9)@fhot,thasEhelient®ridther@ersondor@ivhomEhe@ntrustedropertydstheld@Eiven@vrittenZuthorization®oll
maintain@helBbroperty®utside@Northiarolina?

(10)afRedicated@rust@Eccount@s@naintained@tBEBbank@utside®heBtate@®rAn@EFinancial@nstitutionBther@han@E
bank@n@riutside@Northarolina,fhashellientBrovided@@vritten@onsentFo@ioZ o ?k

Deposits@ind@isbursementsP
(1)AAre@®nly@lientFunds@eposited@n@herust@Eccount,@xceptdawyerFundsBufficient@o@pen@rBervicehel
account®rAundsibelongingln@art®o@&lient,@hird@arty,Brillawyer?

(2)@VhenHundselongingfniart®oithedawyer@nddn@arttoRhelientde.g.,BRlient@heckHordegalfeesEnd@ourt?
costs)@reeceived,@refhedunds@epositeddntactinto®hefrustBccount?

(3)AAre@hecksdordegaldees®rExpensesihat@re@rawnBn@Erust@rifiduciary@ccountBndiEnadeipayable®oiher
lawyer@ntered@s@isbursements®nhelient'sdedgeritard?R

(4)Are@liEtemsRirawnBnEErust@Brifliduciary@ccount@adeBayable®oEBpecificersoniri@ntity@EndihotEash@rr
bearer?a
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(5)d@s@Entrustedpropertyfised@o@btain@redit@rther@ersonalbenefit®nlydorEhedegalribeneficialwner@®fEhel
entrustediroperty??

Notificationsf
(1)mHas@Bbank@irectivebeendfiled@vithheank@vhere@Erust®rifiduciary@ccountds@naintaineddseeBection/I11) 2R

(2)dsthelient@ipromptlythotified®f®heeceipt®Fny@ntrustediropertyibelonging@n@vhole®rinGartEoiher
client?m

Miscellaneousl
(1)d@s@Entrusted@ropertyelongingoheilient@ndZo@vhich@Xlient@s@Entitled@paid@breliveredipromptly®ohel
client®r@ohirdipersonsEs@irectediby®helient??

(2)DoesEhedawyertholdEny@ntrustediproperty@riitle@ofproperty@EsBecurityForihefpayment®nyFeesrither
obligations@o®hedawyerfe.g.,MeedsErustsridliens)??

(3)EfBo,AstheBroperty@learly@dentified@sipropertytheld@sBecurity@ndhotBsERompleted@ransfer@®f@wnershipk
tohedawyer?@

(4)HasEhe@awyerBromptly@eported@o®he@NortharolinaBtateBarZnyEnowledge@rieasonableibelief@hat
entrusted@ropertythasibeennisappropriated@riEnisapplied?a

(5)@Has@lldnterest®arned®n@Erust®rifiduciary@ccountieen@aid®ohelient®ridtherBerson@®riZntity@ntitled@ol
the@principal®brizo®he@tateBar@OLTARBDrogram@Es@equirediby®Rulefl.15- 2@ndRulell1316HseeBectionXIl) 2R

(6)Hasthedawyeromplied@vith@he@equirementsmfihapterfl 16BEoncerning@he@scheating®f
abandoned/unidentified@roperty?

Rule 1.15-3 Records & Accountings
(1)ArethehecksHor@lIiFEeneral@®rustccounts,@edicated@rustBccounts,Binddiduciary@ccountsibusiness-sized@ndE
do®hey@ontain@nBAuxiliary@n-UsHield@nEhe@MICRAine ?@Rulefl.15-3(a).&

(2)dDoank@eceiptsBriiepositBlipsdist@ourcend@ate®Df@eposit?For@leposits@ofheEeneral@rustccount, ol
bank@eceipts®ri@iepositBlips@lsodistheBhame@®f®helient®r@therGersonEo@homiEhefundsibelongEndBourcel
offfunds@f@ther®han@ersonal ?@

(3)afFecordsdf@anceled@®hecks@refurnishedibyhefbank@n@igitaldmage®riLD-RomFormat,@loRheigitaldmages?
orlD-RomsBatisfy@he@equirementsbfiRule.15-3(b)(2)(A)?E

o DotheyBhowEmount,@late,End@payee,@nd,ForEheFEeneral@rustBiccount,@oEheyBhow®hekilient?
balanceBgainst@vhich@he@temAsirawn?x

o Isithe@awyer/firm@isingdusiness@hecks&hat@ontain@En@uxiliary@n-UsHield?E

o IsiEheligital@mage@degible@eproduction®Front@ndiback@B®he@®riginal@temEndEhotBmaller@hanilR
3/16E&BAnches?d

o Doestheank@naintain,For@tdeastBixFears,®hebility@o@eproduceRlectronicallyzadditional®rZnlarged?
images@vithin@@easonable@ime?R

e Isthef@awyeretainingheseecords@or@he@equiredBixFearieriod?R

(4)AremllEnstructionsriuthorizationsoransfer,@isburse,BrAvithdrawfundsFromiherustZccountincluding®
electronic®r@vritten@ransfer@ecordsXetained??

(5)Are@lIbankBtatements@nd®dther@ocumentsieceived@rom®heiank@egardinghe@rust@ccount,@ncluding@nyR
notices®fAnsufficientdunds,Eetained?

(6)Forhe@eneral@rustccount,As@dedger@ontaining@@ecord®bf@eceiptsBind@isbursementsfor@ach@ersonria
entity@Brom@vhomBriforivhomAunds@Ere@eceived@naintained?@oesEhisdledgerdhowhe@urrentBnd@ccuratel
balance®ffundsiheldin@herust@ccountForEach@ersonBriEntity 2R

(7)Are@epository@eceiptsr@iepositBlipsHor@l@epositeddundsetained@nd@o®he@eceiptsiistheBourceBand?
date®fleceipt?l
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(8)ArelIBtatementsBEnd®ther@ocumentsieceiveddrom@he@epositorydank@egarding®he@ccount,@Ancluding?
notices®f@nsufficient@unds,Xetained?

(9)AAreEeneral@rust@Bccountsieconciled@tdeast@uarterly@n@hedollowing@nanner:@&helndividuallienttalancesk
shown@nhededgers@re®otaled@nd@econciled@vith@heRurrentibankBtatementibalancefor@he@rustEccountZs@E
whole?

(10)Are@Eeneral@rust@ccountseconciled@nonthlydn@hefollowingmanner:@hefbalance®f@hefrust@ccount@sk
shown@nEhedawyer'sEecordds@econciled@vith@heRurrentibankBtatementibalancefor@he@rust@ccount?

(11)AreBvritten@ccountingsirovidedoheilientipon@hedinal@isbursement@®ffundsdi.e,Avhenithefbalance
reacheslzero),@vhen@easonably@equestediby@lient,Eind@EtdeastBnnually@ffundsEre@etained@nore@hanfL 2R
months?@l

(12)@fzhot@equiredibydaw,AsE@Evritten@ccounting®fiduciary@unds@End@®ther@ntrustediproperty@endered@oihel
beneficialwnersriepresentatives@tdeast@nnually@nd@lipon@ermination®fdawyers'@rofessionaldiduciaryl
service?

(13)AreRomplete@nd@Eccurate@ecordsfEliEntrusteddroperty@eceivediby®hedawyeretainedforBix®earsdrome
last@ransaction@o@vhich@heecord@ertains?k

How can | get questions answered about my trust account when I call the NC State Bar?

Amhumber®Etaffibeople@n@ifferent@epartmentst@heNCHtate@Bar@EnaytbehbleRolssistAvithFourrustEccount?
question@ependingfipon®hetype@®f@uestion.@ffoukaniet®heeceptionisttknowhelype@uestion®douthave,?
she@anetter@ssistiouldn@eachingheRorrectBtaffbersond@n@heirst@nstance.®leaselirect@uestions@oihel
staff@nembersistedibelow:a

e Questions@egardingfrustBccount@ractices:PeterBolac,Rrust@ccount@ompliance®ounsel.@eter@aniel
reached®iaBhone@tH919)B28-4620@rWiaEmailzkt®PBolac@ncbar.govd

o Ethicsfuestions:MNichole@MclLaughlinBindBuzanneiever?

e Questions,@xplanations,Brissues@egardingBENSFEnon-sufficientdunds)aotification:BonjafPuryear@nd?
Dawn@Vhaley

e Questionsegarding@OLTARompliance,BuchZsthowRoRstablish@EnAOLTARCccountritertifyZsiol
compliance:MMarydrvine,&laire@Mills,EndE\aliyah@Piercet®19-828- 04771
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APPENDIX A: ETHICS OPINIONS

ReferencefGuide®olTrustBAccount@thicsEpinionskl

Deposits and Fees
Guidelinesfor@dvanced fees 08FEORLOFSurveyfidiifferent@ypesf@idvanceddfees)r

Advancelpayments®fEosts RPCE 1,E 3FEOBFWhenBlawyerZeceivestidumpBumibayment@vhichAs@nclusivelfizl
costs,®hefortion@epresenting@ostsinustetheld@n@heRrust@ccount)i

Deposit@finixed funds RPCA58FLawyerEnay@ollect@itbaymentFromitlientthat@epresentstboth@riminalfines@inde
legalfees@®venifdawyerdsthotiompletelyBurefvhatfinesawilltbe, Binderertainonditions)?

Nonrefundable retainer feesTRPCH0,RPCFL06,®7FEOR, MOFEOBFHOpinions@rack@volutiondfFnonrefundable”?
fees)?l

TrustBAccounting@orBmall sums RPCE7@NoRle@ninimis@imounts@n@rust@ccounting)@

Payment®fiegaldeesiyR®hird parties 05EFEOR 2HExplainsdawyer’s@lutyBoRefund@hirdiarties@inder@ertain@
circumstances)&

Disbursement

Disbursement@neliance@®n@ank's funding schedule 06FEOBALawyersinayely@dipon@tbank’sthistoricFunding
schedule@inder@ertain@onditions)?

Conditional delivery ofrust@ccount@hecksibefore@lepositingloan@roceeds@®PCH 8@No@onditionaldielivery@fzl
trust@ccount@heckstbefore@epositing@roceeds@ntoRrusti@iccount)el

Conditional delivery of@ettlementiroceedsERPCEA 27FReleasingBettlementiroceedstbeforeBatisfyingBettlement?
conditionsBs@lishonest@ind@inethical)2

Settlement@unds,@lisbursement without consent ofitlient@rohibited@®PCE SFLawyer@naythotibayhisriherFeest
from@xcessFunds@inless@reviously@uthorizedbyheltlient)?

Disbursement®fidort@laimBettlementfipon@epositdfprovisionally credited fundsD1FEOBFHAppliesRPCE 91 0P
all@isbursements,EhotBust@eal@state,dawyer@nay@ndorseBettlement®heck®irectlyBolientwithout@lepositing@nkl
trust@iccount)a

Credit Cards/Online Banking

Disbursement@gainst@unds&redited@orustccountiyCH transfer orlectronicundsransferf 3FEOE 3R
(Lawyerinay@lisburseBiponACH@lepositsAmmediately,But@nustdmmediately@ctdoBrotectitlientFunds@iponk)
learning@®fi\CH@eversal)?

Business account, linking for@urpose®f@letermininglinterest®rBervice@harges®PCEA S0 Can’tAinkBrusti@ind?l
business@iccounts®ogether@fhe@irrangementiilltauserust@ccountFundsobayBervicehargesFortusinesst
account)a

Credit card,@cceptingifeesiaidibyRPCR47,®7EEOD,DIFEORAFLawyersEnayollect@ntrustedfunds@iatredit?
cardrovidedhedawyertiddressesisksBuch@is@hargebacks@ind@ommingling )@

Cashing®heck@or&lient/@Purchasing@noney order foritlient®RPCEAFRules@lomotrohibitdawyerFrom@erformingl
servicesForincarcerated@tlient)a

Online banking 11FEOFFLawHirm@nayRise®nlineanking@o@nanage@@rust@ccountrovideddheBawyersirer
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regularly@ducated®nBecurity@isks@issociatedvith@iccount@ind@anollowecordkeeping@equirements )l
Recordkeeping/Abandoned Funds

Abandoned funds RPC®B9,[RPCEL49,RPCR26[AbandonedfundsinustibetheldForFivedearsFrom@he@atefidast?
activitydfthefunds;@Enustibe@scheated@o®heBtate,hot@lonatedotharity,Bffirmaeceivesfiheck®@hat@ireott
identified@isitlient@funds,@an@onclude@ifterinvestigation®hatFundsibelong@odfirm)a

RetainingfD-ROM@vith@ligital images ofrust@ccount@hecks@1FEORA4FRetaining@heck@mages@nE DB atisfies?
recordkeeping@equirement.BeellsoRulel. 15-3(j) )&

Dormancy fee on@inclaimedfunds@6FEORSHLawyerinay@harge@iteasonable@lormancyBfeeninclaimedundskl
if8tatutorilyermitted@indlient@grees@n@idvance)a

Disputes

Application®firustFunds@olient’s fee obligation RPCB7FLawyer@nay@otibaythisiriherFeesFfrom@ntrusted?
funds@inlessi@reviously@iuthorizediby®hetlient)?

Retainingfunds@nrustEccount®ofay@isputed legal fee 11FEOR 3HLawyer@nayhot, @ibsent@lient@onsent,&etainkl
funds@n@rust@iccount@n@rder@obtaindegalFeedfFfunds@verethoti@ntrustedforthe@aymentdfidegalees)?

Division of fee withdormerdirm@3EFEOER 1,R2008F EOBALawyer@nust@ictihonestlyBvithBormerFirmainde
employment@greementsn@ivision®fifees@nustibe@easonable@ndaotidenalize@vithdrawing@awyer)el

Disbursement@o@nedical providers in@bsence®flien@1&F EOR 1FLawyerwes@uty@o@lient,ut@nay@ot?l
unilaterally@ecide@@lisputeetweentlient@ind@nedicalproviderdn@he@ibsence®fi@idien)z

Transfer of disputed fees from@rustBccount@odawyerfipon@ertain@onditions@6EF EOR 6GUndertertaini
circumstances,Bawyernay@onsiderti@lisputeBvith@lient@esolved@ind®ransferfeesut@fidrust@iccount)?

Real Estate

Audit ofeal@staterustccountibyRitled@nsurer@8E EOR 3HAuditAsibermissibleBvithi@ertain®onditions)?l

Disbursementsfncident@o@eal@roperty@losings RPCB6FDiscusses@arnest@noneyaidiutside@fitlosing@nde
representation®fheBeller@ifter@losing)a

E-recording,@nterim@ccountfor@osts@MSFEOR 1@Note:BN.C.G.S.BI5AthasBincebeen@imendeditoillown
disbursementfitecording@osts@o@-recording@ompanyeforel@ecording)?)

Real@state@losing,@isbursement@gainstirovisional credit RPCALI1@AMay&iisburse®nirovisional@redit@f@leposit?
instrument@siisted@nBoodFundsBettlement#ct,Bwith@ertain@onditions)a

Depositinglient's@undsfor@ecording costs RPCE 7FNoRleBninimis@mounts@nBrust@ccounting )

Lawyer as Escrow Agent

Dispute over disbursement,@epresentation@®ne@arty@pursuant@o@vaiver®ffuture@onflictDIFEORBFLawyert
may@epresentothiarties@n@@esidential@eal@®state@ransaction@ndBubsequently@®nly@ne@arty@n@n@scrow?)
disputefinderitertain@onditions)&

Duties@s@scrow agent 98FEOR 1@Lawyerisscrow@igentwesfiduciary@uties@oboth@arties@ind@annot?
advocateBfor@itherarty@intilthefiduciary@uty@nds)a
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Disbursement@®fE@scrowed funds, dispute over®RPCHBOFLawyer@icting@is@scrow@igentanayot@lisburseffundsan@E]
mannertotiontemplatedby@@scrow@igreement@vithoutionsent@dfiboth@arties)e

Miscellaneous

Financing litigation 00FEO@MAFLawyer@nay@icknowledgefinance@ompany’s@nterestinBettlement@inderertaink
circumstances)?l

Out-of-state trustBccountsBRPCB6Amustbtainilient@onsento@ieposittlientFundsAnDutidfiBtateRrust@iccount;?l
seefilso@equirement@hatFunds@nustibetheldan@ CAOL TARiccounts)?l

Nonprofitiublic interest law corporation,degalfeesollectedibyfl 3EFEOBFHPublicnterestdawidrganizations@nust?l
stillfollowRrust@iccounting@ules)a

Stolen trust account funds,@uty@vhenhird@arty@esponsibleE SEFEOBFLawyerinaythave@@iuty@o@eplenishl
stolenFunds@inderitertainircumstances)el

(1) RPC 47

Trust Accounting for Small Sums

October 28, 1988
Opinion@ules®hat@in@ttorney@vhoeceivesFromis@riher@lient@BmallZumfanoney@vhichAs@obeised@oayll
the@ostfitecording@@leed@nust@leposit@hatinoney@n@@rust@iccount.Bl

Inquiry:
Attorney@ds@Employed@o@irafte@eedForilient@BAvho@vishes®oREivebarcebfEeal@roperty®oelative AtAsE
contemplated@hatfAttorneyE@vill, AnGddition@oRirawing®he@eed,PresidetvertsExecutionBndBee®hatitEs?
properly@ecorded.lientBAsExpected®o@ay@elatively@malldegaldeelong@vith®heRost®fi@ecordation@tEhel
time&he@leedds@Executed.ForFeasonsdf@ostBnd@onvenience,Bttorney@vouldiike®o@skhislientdor@RBingle
check@epresenting@hefee@nd@heRost®Df@ecordationBaind@vould@prefer@oReposit®hatheckinthisEeneral®fficel
account.@FromEhatccount@EmBingle@heck@vouldibe@vritten@oEheRegisterB D eedsForEheRost@®f#ecordation.

Would®heBbrocedure@escribed@@bove@iolateheRules®fProfessionalonduct?@fBo,AsEhere@nydrofessionally?
responsible@vay®fthandlingBuch@ransactions@vhich@vouldihotinvolveBndntermediate@epositdn@heirust@ccount?
and@hemecessityDfAvriting@nultiple@hecks?@

Opinion:

Rulesf 0.1(a)@ndRc)dNowRulesA.15-1(a)Enddc)]RuiteRlearly@equireE@awyerGo@eposit@ntothis@riherrust
account@llfunds@eceived@s@EHFiduciary.fhisBbligationGsthot@nEnyAvay@iminished@vhen@heBum@Envolvedds?
small.BtrictBegregation®ftlientdundsFrom@heBbersonalfundsfthedawyersElwaysthecessary@o@brecludel
confusionsohefdentity®@hefunds@End®o@nsure®hatrust@undsrefhotBubject®ohelaimsf®hedawyer’s?l
creditorsritohose®fthistriher@state.B

[tBhouldibehotedihat®RulefL0.1(c)d1.15-1(c)]HurtherBrovidesthat@unds&eceiveddrom@helienttby®hefawyerzsE
reimbursement@or@Expensesiroperly@dvancediby®hedawyer®nibehalffEheilienttheedmhotieReposited@nEhel
lawyer’srust@ccount.BAdawyerfhandling®uch@ransactions@ould@®hereforedvance@undsErombhis@riher@enerald
account@o@aytheRostbEecordationBaind@ould@ccept@FromEhelient@Bingle@heckHorEhellegalfee@nd@hel
advanced@xpenses@End®he@heck@ould®henibeReposited@irectly@ndFinally@nto®hedawyer’s@eneral®fficel
account.i

(2) RPC 51

Trust Accounting for Litigation Costs

January 13, 1989
Opinion&ules®hat@vhere@@awyereceives@@umpBumayment@n@dvance@vhich@s@nclusivefithe@ostsfizl
litigation,@helortion@epresenting@hel@osts@nustibe@iepositeddn@he@rust@iccount.?l

Inquiry:
IsftEproperfor@EawdirmiEoRontractfor@AEotal@mount®fttorney’ sfees,@lI@EostsAnclusive,Rleposit®he®ntirel
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amount@nto@EEeneral@ccountsHees,EndiaytlRheRostsBfthection,AncludingdilingEndirocessfeesRut®D
the@eneralGccount?BAssumehat®helientthasgreedin@vriting@o®hebovegreementibefore®heeceipt@fEnyr
funds.l

Opinion:
No.@nder®heircumstances@escribed,Bome®DfEhe@noneyollecteddby®hedirmz s fees”@vould@ctuallyibe@nk
entrustment@ntended@oRefray®heRostsfiitigation.RulesFl0.1(a)EndEc)dRulesf . 15-1(a)EndHc)|@equire@hat?
fundseceived@n@hediduciary@apacity,thowevertharacterized,be@lirectly@eposited@nto@EErust@ccount.k

(3) RPC 66

Disposition of Escrowed Funds

July 14, 1989
Opinion&ules&hat@n@ittorney®erving@is@in@scrowigent@nayhot@isburse@n@Bnannermoti@ontemplatediby®hel
escrowlligreement@inless@il@artiesfigree.?l

Inquiry:
Purchaser@nteredi@nto@Eesidential®onstruction@ontract®n@March27,F985@vithibuilder.BVhenEhe®ransaction
waslosedBnRuly®5,7986,% 1000@vasilacedin@scrowivith@he&losingBttorney®oibetheldauntilRHistEAte msE
wastorrected@nd®heniisbursed@o@heluilder.?l

ThebuilderthasHailed@oRorrecthedtems@lthough@nany@equeststhaveibeen@nadeiy®he@urchaser.@From@imeiol
timehe@ttorneythasirged@hefuilder@oiesolve®he@problems@vith@he@urchaserfbutfoctionthastbeen@aken.l

Thehttorneythas@naintained@nscrowccount®arninginterest@n@®hefhamef@he@urchaserfnd®@he@urchaser
hasfhow@equested@®hat@hettorney@lisburse®he@scrowccountBndinterest@ofhe@®urchaser@n@xchangefor@nk
indemnification@rom@heBurchaser®@ohettorney.l

AfterheBbassage®dfithree®ears’ @imenAuly®5,7989,End&fterfinetyd90)@ays BhoticefolbothBarties,@hel
attorney@voulddike®o®ransfer@he@scrowccount®ohefurchaser@ndEssumenyiivildiability,@rovided®hel
transfer@anie@nade@vithout@iolatingBnyEthicalBtandard.@

Canthe@ttorney@®thically@lisburse@®he@®scrowedfunds@oihe@urchaserlinderBuch@ircumstances?

Opinion:
No.FundsEeceivedibyhHawyerBcting@sEniEscrowgent@nustielnaintained@n@ccordance@vith@hefrust
accounting@provisions@fRulesf0.1@ndEL0.20nowrR . 15-1ZndEL . 15-2 B fEheRulesBfProfessional@onduct.FAR
lawyer/escrowBgentBtands@n@Fiduciary@elationship@vith@lI@artiesRoRheEscrowEndEs@Dbligated®oRreat@achsA
atlientAvith@espect®o®heFundstheld@nrust.Misbursement®@scroweddundsi@s@overnedin@hefirstdnstanceiby?
theerms@fdhe@scrowzgreement@hichBhouldd@nform@hedawyerBas@o@vhichP client”ds@Entitled@o@eceivel
paymentBnd@vhenZEndAn@vhatBmountsBuchfaymentBughtRobe@nade.Rulefl0.2QE)d1.15- 2(e)].Affinforeseent
circumstances@risedor@vhichBho@provision@vasEnadedn@heRscrowgreement,Buch@s@hose@escribeddn@hel
inquiry,@helisposition®ftheRscrowed@undsinustielagreediponiby®heiartiesrinade®heBubjectegal ly?
binding®rderBriorEo®hedawyer’sEelease®@he@scrowed®unds.fThelawyer@nayhot,AnEoncertBvith@nlyBne
thearties®ohe@scrowgreement,@eterminehat@hefunds@villbeRisbursed@o®hat@arty@vithoutheRonsent?
ofithe@®ther@nterested@arty.?

(4) RPC 75

Disbursement of Client Funds

October 20, 1989
Opinion&ules®hat@AawyerinaydhotaythisiriheriFeeridheFeedf@mBbhysicianFromFundsiheldan@rustFormilient
withoutZheltlient’s@iuthority.?l

Inquiry:
Lastyeardawyeriibegan@epresentation®fMs.BHorAnjuriesBhe@eceivedd@n@nZutomobileBiccident.Bince@hat?
time@Ms.BhasHailed@oRooperate@n@helbrocessingfherlaim,fhasfhotFEivenEny@esponsefofumerousietters,l
hasthoteturnedi@elephone@nessages,EindthasthotEccepted@Rertifieddetter. Aawyerd@eelsEhatthedsthodongerdnk
abositionEo@provideRepresentationodMs.Bibased@ntherdackBDEooperation.
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TheRuestion@BvhichBhas@risen@eals@vith@E353.00@balance@vhich@s@naintained@n®heRrustBccount@®nibehal D
Ms.®B.EThisEepresentstBportionBfhef@nedicaliayments@overage@vhich@vasieceivedbnibehalffavis.B.Aawyerd?
generally®btains@nedicalibayments@overageforthislients@s@Rourtesy@vithfho@eduction@®fllegaldees.However,
LawyerfthasBpent@Ereat@ealdf@imeBnihiskaseBndfeels®thattheBhouldbe@ntitled@oBomeHee.BAdditionally,?
Ms.BhasBigned@Roctor’ sHienAnFavor@BfDr.&K.E

LawyerAhas@nBeveral@®ccasions@vritteniMs.BEskingther@outhorizefhimoRlisburse@hisBmount@o@r.EKHEorhisH
outstanding@xpenses@ndiothimselfAinGayment@ordegalBervicesiperformed.trherefhasibeenho@esponse.Mayr
Lawyerf@thicallyake@@easonabledegaldeedrom@hisibalancenddorward@he@emainder®odVis.B’sphysicianFork
hisBervices?a

Opinion:

No.RuleF0.2(E)dnowRule .15-2(e)]DfheRulesBf@Professional@onduct@equires@@awyertholdinglientdundsink

trust®oBaydri@eliverthosefunds@nly@s@irectediby®helient.@An@his@ase®helientthas@Evidently@hotbffered@nyl
direction@egarding@he@isbursement@fhe@unds@n@uestionEinddawyerdBhould®herefore@ontinueotholdihisk

moneyn&rust.?

Although@here@vould@ppearofbetalidihysician’sdien@gainstBomeortion®f@herustdunds,BlawyerdBhouldi
refrain@rom@isbursing@ny@noney&oDoctorEAntilthe@btainsthislient’ s@onsent@olpayBomeril B RheEmount?
billed®risEequired®oBayBomeliquidated@mountiby@EFalid@ourt@rder.BAnydunds@vhichRre@heBubject® Nk
ongoing&lisputeBhoulddbeRetaineddnirust.@

(5) RPC 78

Conditional Delivery of Trust Account Checks

October 20, 1989
Opinion&ules®hat@@losing@ittorney@annotinake@onditional@leliveryfidrust@iccountiheckstoReal@state@gent?
beforeltiepositing@oaniroceeds@gainstivhichhecks@vere@obe®irawn.kl

Inquiry:
AttorneyRtlosesdoansfor@Ehumberbfeal@stateilients.BAfter@l@ocumentsreBigned,utibefore@ecording,?
AttorneyBivesthe@eal@state@Egent®he@ommission@heck@nd&he@heckHor@heBellers'Broceeds,MvithBpecifick
instructions®hat@eal®@stategentds®otholdboth@hecksAn&rust@ntilthotified®hat®he@losing@locumentsihavel
been@ecorded@nd@lIXlosing@roceedsthaveieen@epositedin@ttorney’srust@ccount.BAttorney@hen@ecordsihel
necessary@ocuments@nd@epositsili@losing@roceedsiinthis@rust@ccount.?l

Attorneythasibeen@iventlosingnstructionsfromihelender@vhich@equire@ecordingtbefore@lisbursement.i
Attorneythas@ctuallyBigned@Btatementoihedender@hatthe@villFollowEhedender’s@Anstructions.BAttorneydsEBnl
theBpproved@ttorneys’Histdor@mumber®ftitle@nsurance@ompanies@vhothavedssuedinsured@losingfettersiol
lenders@vhosefoans@ttorneyloses.frhefinsured@tlosingdetter@nsureshat@ttorney@villtomply@vithEhedender’szl
closinglinstructions.BAttorney@loesmot@eposit@nydunds,@ncludingdender’sdoani@roceeds,AntilEfteritle@pdatel
and@ecording.A@ffR@efect@niitled@s@iscoveredibymAttorneylnthisiitlelipdate@fter® disbursement,”fhe@villhot?
record@nd@villthotify@he@ealstatefhgentEoeturn@he@hecks.

1.MayBttorney@®thically@ender@o@eal@®statefagent,An@rust,FtheRommissionZndBeller’sproceeds@hecks@vithl
instructionshat@hefealtor,@s@gentdor@ttorney,tholdBuch@hecks@intilkhe@ttorneythastecorded@helosing?
documents,@eposited@hellosing@proceedsd@nthis@rustBEccount,Bindmotified@he@ealtor@hatthe@nay@isbursehel
checks@vhich@eal®statefgentAstholding@nirust ?@

2.MHasBAttorney@iolated@ny@thical@equirementsin@isregarding@heBotentialdiability@hat@vouldibe@mposediponl
theltitle@nsurance@®ompany@nd/orfhisrofessionaldiability@arrierf@Refect@s@iscovered@fter@isbursement?d

Opinion:
ThisAs@ariation®fEhel@nquiryEddresseddn@®PCE4,@oncerningthe@®bligation@®EheRlosing@ttorney@ofollowhel
instructions@®fhisitlient,®hel@ender,Roecord@ocumentsiefore@isbursingdoaniroceeds.?
1.MNo.fTheRttorney@naymhotthically@ieliverErust@ccount@hecks@otheeal@statefgent,Rvend@Buch@eliverydsk
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madein@rust”’Brconditionally,”Aintilhe@ttorneythasecorded®helosing@locumentsEnd@eposited@heRlosing
proceedsinhisrustBccount.?

Arguably,@he@onditional@elivery®fidhefrustccount@hecks@vouldhot@iolate®@hedender’sinstructions,@ecausel
the@ttorneyls,@Anfact,@ecordingfbefore@lepositing@and@isbursing@hedender’sfunds.Erhosefundsihavebotieent
“disbursed.”Bee@RPCHA.B

However,by@leliveringothe@eal@stategent@hecks@rawn®niEheRrusticcount@vhen®heccountthasitheri)a
nofundsrii)&rustdundsielongingoithers,®@hefttorney@iolates®RulesFL0.1EndEA 0. 2HnowRulesF. 15-1EndEl
1.15-2].@nderhoseiules,Funds@iepositedin@@rust@ccount@re@unds@eceivediby@he@ttorney@stdiduciary,?
which@Enustibetheld@nd@isbursed@®nlyForitheenefit®fhose@ntitled@o®hem,@nccordance@vith@ppropriatel
instructions.B\ccordingly,BAttorney@annot@iolate®riielegatefhisdiduciary@uty@y@utting@nto®hefhands@EnE
unrelated®hird-party@heck,@egular®nfitsdace,@rawnBn@Erustccount@ontaining®nly@hefundsBthers.
Similarly,BAttorney@annot@thically@leliver@hecks@rawn@Bn@nzccount@vith@nsufficient@unds,AnAiolation@fdhel
lawEnd®hed@mplicit@equirement@mposedibyRule 0.2(F)d1.15-2(f)].&

2.BecauseDdfthe@nswero@uestionl, At ppears@innecessary@onswer@juestion.Referencels@nadeoRPCE4.A
As@EEeneral@natter,®heiltimatefiability@reated@inder®itlednsuranceiolicy@®riprofessionalliability@nsurancel
policy@villdbedrrelevant®@o@@etermination®fihe@thicaldssues,@vhich@nustibefudgedindependently®fidegal
liability@nd@nsurability.?

(6) RPC 125

Disbursement of Settlement Proceeds

January 17, 1992
Opinion&ules®hat@i@awyerinaythotibay@Bnedicalareroviderfromiheproceedsdf@iBettlementegotiatediprior?
toRthefiling®fBuitverthis@lient’sibjection@inless@hefunds@ireBubject@o@@aliddien.?l

Inquiry:
LawyerBARepresents@iplaintiffAnE@ersonal@njuryGiction.During®heourse@®Bettling®he@ase,®hettorneyl
receivesi@nedicaltills@romiEnedical®areBroviders@vhichreated@helientforhel@ersonali@njuries.Bettlementds
reached@vithout®heiling®f@Eawsuit.fTheredstho@lispute@ver®he@nedicaliills.EThelient@nstructsilawyer@oR
payliBroceedsbEheBettlement@®verotherZndRobhotBay®hednedicaliills.EZThe@nedicalXare@rovidersthaveihot?
taken®heBtepsBetForth@n@:.S.B44-49RoPerfect®helien@rovidedd@n@®hatBtatute,Butfawyerthas@ctualEhotice® R
thebbillsdseeldG.S.%44-50).MoesRPCHIENandate@hat®he@ttorneyday@heBettlementiroceeds®othelient@ather?
thanfollowingheRlistributionBchemeBet@orth@nE:.S.%44-507

Opinion:
RPCHORuled®hatBEnEttorneythas@En@thical@bligationfEo@isbursefundsibelonging®o®helientZs@nstructediby@hel
client@n®he@bsence® @ aliddien@nFavor®f@fealth@are@rovider.?

Rulef0.2(e).FromEheBtandpoint®fheRules@fProfessionalonduct,@heBituationdsEheBameegardless@fl
whethertheRasedsBettledibeforerafterthednitiation®fHitigation.Erhel@nterpretation®fEG.S.H44-50@sHeyond®hel
purview®heRthicsEommittee.Bufficelt@oBayRhatifdhatBtatutethasEheffect®@mposing@iien@iponl
settlement@roceedsin@®hethands@®Dfn@ttorney@vhen@hettorneythaseceived@Ectualfotice®f@he@nedicalXarel
provider’s@laimEndBuitthasthotbeendiled,@hen@he@ttorney@nay@pay®helnedical@are@rovider’s@indisputedd
claim@nBpite®fthislient’sBbjection.df,BnEhetherthand,BdiendsthotBerfectediby®helttorney’sEcquisition@
actualfhotice@inderBuch@ircumstances,@he@ttorney@vouldihaveo@bideiby®helnstructionsBfEheilient@n@egardX?
tothe@isbursement®fithe@proceedsDfBettlement.?

(7) RPC 127

Conditional Delivery of Settlement Proceeds

April 17, 1992
Opinion&ules®hat@leliberate®elease®fBettlement@roceeds@vithoutBatisfying@onditionsirecedentds@lishonest?l
and@inethical.?

Inquiry #1:
Attorneys@egularly@mployedibyEnEutomobilefiability@nsurance@ompanyo@lefend@laimsiriitigation@gainstl
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itsAnsureds,®r@gainst®helnsurance@ompany@vhenhelaimdstigainstther@overage®hat®he@ompanyihask
providedsuch@s@ininsured@ndiinderinsured@notoristdnsurance@overage).@BVhen@Bettlement®DfE@nyBuchlaimz
orfitigation@s@hegotiated,BAttorney@iypically@repares@he@ocumentsihattheBndmhis@lient@ritlients@vill@equirel
to@oncludeheBettlementdtheBettlement@ocuments).BTheBettlement@ocumentsisually@onsistf@Eelease,ZsE
well@s@RonsentGudgment,BrEhotice@raBtipulation®oRffect@R@ismissaldbf@ny@pendingtitigation .

Attorney@Routinely@ends@heBettlement@ocuments@oBpposing@ounsel,BAttorney®,Avith@Edetter@vhich@irects
thef@nannern@vhich@®heBettlementd@siobeoncluded@vith®hefiseBtheBettlement@ocumentsiby@ttorney®.zl

Attorney@D&IsoBendsEhe@heck@®rizhecksHortheBettlement@roceeds®oBhttorney@PAvithEdetterBtatinghat@achi
checkis@onditionally@lelivered@oB\ttorney@PAn@rustBindlipon@heRondition@hat,Avhile@nBomelinstances@Eheck?
maybe@lepositeddn@he@rustBccountDfAttorney®,thokheck@naybtherwisefbe@elivered,@ndEho@proceeds@romi
anyheck@naybelisbursedibyBAttorney@PaintiltheBettlement@ocumentsthavebeen@xecutedin@he@nanner
directedin@helletter@nd@eturned@ottorneyD.Rl

With&espect®othisonditional@elivery®f@Bettlement@heck@®riAtsiroceeds,AstAttorneyDEH client”BAttorney®Pa
as@efinedbyRuleF 0.1(b)(4)dnowrl.15-1(b)(4)]?&

Opinion #1:
No.Gl

Inquiry #2:
IsBAttorney@PRequired@o@enderBppropriateBccountings@ofAttorneyDAvith@espect@o®heeceipt,@elivery@ri
disbursement®fEBettlement@heck@rAts@roceeds??

Opinion #2:
No.Gl

Inquiry #3:
Has@ttorney®Pmiolated@@uledfthe@elivers@Bettlement@heck@®r@isburses@Eny@®fithelbroceeds@rom@Bettlement?
check@n@iolation®fEnyRondition@inder@vhichBttorney®P&eceived@heBettlement@heck??

Opinion #3:
Yes.Whenever@nttorney@ccepts@onditional@elivery®fBettlement@roceeds@rom@®pposingounsel,@hel
attorneymplicitlygrees@obidefy®he@rescribed@onditions.BAny@ieliberatefailureo@bidefby®hoseRonditions,?
such@sy@isbursing@he@roceeds@vithoutHirstthaving@btained@Bignedielease,Avouldibe@ishonest@ndiolativel
ofRulell.2(c),@vhich@prohibits®conduct@nvolving@lishonesty,Hraud,@eceit@®rEnisrepresentation.”dtRl oes@hotZppears
thatBuchRonduct@vouldiolateBny®fithe@provisions@fRulesF 0. 1@rE0.2Hnowe . 15-1@rEL . 15-2|Bincehel
obligations@mposediby®hose@ules@Ere@®wed@@xclusively@olientsnddverse®ounsel@annotiroperlyiel
considered@&lient.?

Inquiry #4:
IstAttorneyD&equiredibyRulell.3(a)Rol@nformEheNortharolinaBtateBar@fdt@omesiothisEttention®hat@hel
settlement@heckthas®riEnaythavebeen@elivered,Brithat@proceeds@romiEheBettlement®heckthave®r@nayhavel
been@isbursed,ByBttorney@P@vithout@neeting@&ondition@equireddorEnyBuch@lelivery®r@lisbursement?a

Opinion #4:
NotBhecessarily.[Rulef.3(a)@equires®nly®he@eporting@fiolationsBhe@Rules®BfProfessional@onduct®hataisel
substantial@uestions@EsEo®he@ffending@lawyer’sfrhonesty,@rustworthinessbrifitness@s@dawyerdn@ther
respects....”BA@villfulfailure@®n@he@art®fheEttorney@o@BvhomBuchBunds@verentrusted®oBatisfy@he@onditions?
ofitender@vouldaise@Bubstantial@juestionBbout®hedawyer’sErustworthiness@nd@vould@hecessitate@Ee port® X
the@pparent@iolation@oEheBtateBar.Af thowever,AtEppearsEhat®hedailure@oBatisfy@heRonditions®bftender
resultedd@roministake,EsBpposedofknowing@lisregard,@Eeport®fEhe@nisconduct@vouldmotibe@equired.dtR
shouldefoted@hat®Rulell.3@oesmhot, AnnyRase,@equire@isclosure®fonfidential@nformation.Rulefl.3(c).R

Inquiry #5:
Withespect®oRiny@bligationBAttorneyDEnightthaveodnformiEhe@North@arolinaBtate@BarfAttorney@®’ skl
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misconduct,@loesAt@nakeny@lifference@vhethertheRonditions@ipon@vhich@Bettlement@heck@vas@ieliverediol
Attorney@P@reBubsequentlyBatisfied,Brivhether@heBettlement@s®therwiseBubsequently@oncludediohel
satisfaction®ffAttorneyEndthislientBriElients?H

Opinion #5:
If@tEppears@o®he@ttorneydorhedversearty®hatttorney@Enowingly@iolated®he@onditionsf@ender,®herel
wouldbeBRutyRo@eporthe@pparent@nisconduct@egardlessBfBubsequentctionsBnEheBpart®EAttorney@PRol
rectify@heBituation®ritherwiseBatisfyBAttorneyDEndthisilient.:

Inquiry #6:
With&espect@olnquiries@@nd®B,@oesAt@nakeBny@ifference@vhetherBttorneydsEIsowarehatAttorney@®PasE
orthasthbeen@inder@nvestigationty®heNorthiarolinaBtateBarHordther@lleged®iolationsBfiLanonZXBDrEGEuler
promulgatedihereunder??

Opinion #6:
The@neredact®hat@ttorneyAsEware®hatBttorneyPAstrihasibeen@inder@nvestigationy®heBtate@BarHorDtherl
alleged@iolations®fheRrustBccount@ules@vouldiotthecessarily@ompel@E@eport@fAttorney®’ s@isbursementdnt
violation®fihe@onditions®fender.fThere@nay@@xist@ircumstances,thowever,An@vhichEn@ttorneybecomeszwarel
offE@attern@®fEnisconductBo@ronounced@s@o@varrant@he@onclusion®@hat@Bimilar@iolation@Avasknowingnd?
intentional.@nderBuch&ircumstances,@nttorney@vouldihavenibligation@o@eport@he@nisconduct®o®heBtatel
Bar.ll

(8) RPC 150

Linking Trust and Business Accounts

January 15, 1993
Opinion@ules&hat@n@ittorney@annotpermit@hebank@odinkiher@rust@indibusiness@iccountsforizhe@urposedfizl
determininglnterest@arned®rithargesfissessed@fiBuch@n@irrangement@auseshef@ittorneyofisetlientFundsel
fromherust@ccountobffsetBervice®hargesfissessed®nEhebusiness@iccount.Bl

Inquiry:
Attorney@\@naintains@&rustBccountBnd@ibusiness@Eccount@ithBunshineBank.Bttorney@hasibeenzBarticipant
inAOLTA.DverthedastBeveral@nonths,thowever,Attorney@’ sBccountthasibeeniincurring@ubstantial@hargesfoverf
$400EnEhedastiear).B

After@epeatediinquiries,BAttorneyA&liscovered@hattherfusiness@ccount@nd@rustBccount@verelinked”Hordhel
purposes®f@letermininglinterest@arned®rizharges@ssessed.BothEccountsBreBubjectto@harge@er@eposit@ra
check,End@nterestBccrues®n@ailyibalancesBuch®hat@Bubstantialbalancel@n®EheRccountBhould®ffset@heRhecka
and@eposit@harges.:

SincefAttorney\thad@epeatedly@nstructed®hefankmotRo@ebithefrust@ccountFor®harges,@ntendingoBvoidE
chargesforfhew@hecks,®®tc.,@hefbankfhaddinked®hewoccountsBohat®he@harges@rom@herust@ccount@verel
assessed@gainst@hefbusiness@ccount.@fXourse,Being@EnemberDfAOLTA,Rhelnterest@BniEherust@ccount?
balance,@vhich@vould®therwisefhave®ffset@heXharges,AvasBent@o@OLTA.AnRffect,BAttorneyE@vasiayingHor?
contributions@o@OLTA.Being@leprived®fithe®ffsettingfinterest®n@herust@ccount,®@heBhumerous@hecksBhel
wroteforeal@®state@onveyancestreated@Ronsiderable@ebit.R

Atkhis@oint,EhefbankBhas@hangedboth@Eccounts@o@ommercialfccounts@vhich@oBhot@rawi@nterest,Buthel
balances@n®he@ccountsi@reatel credits”@vhich®Dffsethe@hargesier@heck@Dr@leposit.BAnythegativeibalanceln?
therust@ccountdsBhifted®ver@ohefusiness@ccount.kl

DoesthisBituation@reateny@thicaliproblems?Neitherccount@vill®verField@&reditin®heform@bEnterest?
income,@Endthopefully@he®ngoingialances@villbffset@he@ebit@hargesBuch@hat®hey@villaisuallybeR free”
accounts.@

Opinion:
Under@Rulesf0.1zndELO.3@nowRulesi. 15-1&ndA. 15-3],&lient@unds@n@Erust@ccount@nay@otibefised@o@payd
bankBervice@hargesriees®fhe@ankibecauseBuchFunds@re®heBoleBbroperty®bfithelientnd@annotibenefith
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the@ttorney.Rulesfl0.1@ndA0.3@nowel. 15-1EndEL.15-3]@oBbermitEhefpayment@®bankBZervice@harges@nddeesr
offthefank@romdnterest@arned®nitlient@funds@lepositeddn@Ehedawyer’s@rustccount.fThefhew@rrangements
establishedibyBAttorney@\'shank@ould@reate@thicaliroblemsidf@heRredits@ndBervice@harges@oherust@ndr
business@ccounts@verethottaccounteddordndependently.Bince®herust@ndibusiness@ccounts@re linked”Hor@hel
purposes@®f@leterminingi@nterest®arned@®ritharges@ssessed,dt@vouldibe@mpossibleforne®oBeparate@uthel
specificBamount®finterest@arned®rizhargesssesseddor@ither@ccount.Bffor@iparticularBtatementieriodhel
trustBccount@arned@nore credits”®hanfdt@vas@Essessed@harges,Bvhilehelbusiness@Eccount@vasEssessedinorel
serviceharges@han@t@arned® credits”,@hefrust@ccount credits”®ould®bffsettheBervice@harges@ssessedn@hel
business@ccount.®Rulef0.1d1.15-1]@oesthot@permitdhe@awyer@olise@lientFundsFromEheRrustEccountd“credits”?
from@heRrust@ccount)Forthe@awyer’sipersonaltbenefitdthe@®ffsetDfBervice@harges@ssessed®nihefbusiness?
account).l

(9) RPC 191

Disbursements Upon Deposit of Funds Provisionally Credited to Trust Account

October 20, 1995, Revised January 24, 1997
Opinion@ules®hat@Aawyer@naymmakef@lisbursementsiFrombhistriher@rust@ccountin@eliance@ipon®he@lepositfizl
fundstrovisionally@redited®oRhe@iccountdfitheBfunds@ire@lepositedan@heormmfitash,Biredfunds,Briby?l
specified@nstruments@vhich,@lthough@hey@rethot@drrevocably@redited@o@he@iccount@ipon@leposit,Bire@enerally?
regarded@iseliable.?l

Introduction
In®he@vake®f®heinancialfailure®fEn@ut-of-state@nortgagedender,@heBtate@Bar@eceivedfhumerousiequestsiol
reexaminebBrior@thicsBpinionsEPRB58EndRPCB6EVhichBhermitted@@awyerRolssuerustBccount@hecksgainstl
funds@vhich,@lthough@incollected,BvereBrovisionallyredited@ohe@awyer’s@rustEccountiby@hedinancial@
institution@vith@Avhich@heR®rustBccount@vas@naintained. ®RPCB6Rautioned®hat®he@losingdawyerBhould@lisbursel
againstirovisionally&redited@unds@®nly@vhen®hedawyer@easonablyielieved®hat®hefinderlying@leposited®
instrument@as@irtually@ertain®oefhonored@vheniresenteddorollection.tNevertheless,dawyers@lid@ccept,B
deposit,@nd@lisburse@gainst@hefesidentialdoan@roceeds@hecksBfhe@ut-of-statenortgagedenderhatdailed.?
Some®fithese@hecks@vereflltimately@ishonored@nd@hargedibacki@gainst®herust@ccounts®fEhelosing?
lawyers.AnEhe@neantime,Bomeirust@ccount@hecks@ssueddor®he@losings@vere@presenteddor@ollectionZEnd@aid,?
resulting@n@heRise®ffunds@epositedby@therilients@o@pay®heilosing@hecks@resenteddoribayment.kl

Inquiry:
Inhelypical@esidential@eal@state@losing,@hedendinginstitution®hat@inances®helurchase®fithelroperty?
delivershedoan@roceeds®ohelosingdawyeridnihedormm@Rheck@rawn@ipontinancial@nstitution@vhich@Enayl
or@nayhotibeocated@nNortharolina.lloanBroceedsEreBeldom@elivered@o®he®losingdawyerin@heform@fE
wired@unds.Bimilarly,@he@eal@®stateigent@ometimes@ielivers@heRarnest@noneyoihelosingdlawyerdn@heForme
of@Rheck@rawn@®nhisriher@rustBccount@nd@hefbuyerBometimes@ielivers@Eiersonal@heck@o®heRlosingt
lawyer@ooverhe@ifferenceetween@hedoan@mount@nd®helbuyer’sBbligations.MMay@Rlosingdawyer@eposit
such@hecksAnthisBriher®rustBiccountnd,@fthe@epositorybank@villdrovisionally@redit®he@awyer’s@rust?
account,Ammediately@isbursegainst@hel@temsieforeheyfhavebeeniollected??

Opinion:
Yes,butB®nly@iponheRonditionsBetHorth@n@his@pinion.BAdawyerd1)@nay@isbursefundsFrom@Erust@ccount@nly
in@eliance@ipon@he@epositBbEFinancial@nstrument@pecified@n®hefGoodFundsBettlement@ct,35.S.@hap.FA5AR
(thefAct),@vhichfbecame@ffective@®nEctoberl,[1996,EndEheBecuring@®fprovisional@reditforhe@lepositeddtem,
andd2)@EsEn@&ffirmative@uty,@nust@mmediately@ct®olprotect®hel@property®fthedawyer’sBther@lientsibyr?
personallyBbaying@heEmount®ZinyFailed@leposit®rBecuring@r@rranging@payment@rom@BtherBources@iponi
learning@hat@Reposited@nstrumentthasieen@ishonored.dAtBhallbe@inethicalfor@d@awyer@o@isbursefundsEromi
alErust@ccounti@n@eliance@ipon@he®leposit®f@Ainancial@nstrument®hat@sthotB pecified@n@heBct,@egardlessH T
whether@hedtemAs@iltimatelythonored@®r@ishonored.?l

In@eliance@BnEPRB58EANARPCEB6,Enanylosingdawyers@ieposit@he@hecks@rom@heldender,@heeal®@stategent,?l
andhefbuyerAntoheir@rustBccounts,@eceivelprovisional@reditdorthe@temsFromEhe@epositoryfank@End?
immediately@lisbursefunds@romEheirfrustEccountsin@ccordance@vithheBchedule®bfEeceipts@nda
disbursementsBrepareddor@helosing.fTheredsiypically@omeRielay,@enerally@hree@oFour@aystbut@nZomel
instances@sEnuch@sdifteen@ays,Bbetweenhe@imebfhe@eposit®bhe@hecksBf®hedender,®hefuyer,Eand@hel
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real®@stategent@nto®hedawyer’s@rustEccountBnd®he@ime@vhenhefunds@redrrevocably@redited®o®hel
lawyer’s@rust@ccountiy®he@iepositoryd@nstitution.Because®fithe@imelagbetween®heRepositZind@he@ollectionl
ofthe@hecks,@helosing@lawyer@uns@he®isk@hatEEheck@naybeiltimately@ishonored@nd@hargediackBagainsti
thefrust@ccount®fithe®losingdawyer,@esulting@n@hefise@Bhe@undsBfbther@lients@n@epositAn@hefrust?
accountoBatisfy@he®lisbursement@hecks@romhezlosing.?

AfawyerBvhoeceivesfundshatibelong®oERlientBssumesthe@esponsibilitiesm@Fiduciary@oBafeguard®@hosel
funds@End@o@reserveheldentity®fthefundsiby@epositingthefundsAnto@esignated@rust@Eccount.RuleFL 0. 1R
[nowrl.15-1]DftheRulesBfProfessionalfonduct.AtAs@E@awyer’ sHiduciary®bligation®oRnsure@®hat@hefunds@b R
particulari@lientBre@ised®nly@oBatisfyhe@bligations®fthatlientBnd@Erethotlised@oBatisfy®hetlaimsbfihel
lawyer’s@reditors.RulefL0.1fnowr.15-1]Biand@omment.Furthermore,Rulef0.2dnowr . 15-2 B heRule s
Professionalonduct@equires@awyer@o@naintain@omplete@ecordsf@lFundsridther@roperty®Eaklient?
receivediby@hedawyernd@o@endero®helXlient@ppropriatefccountings@®f@heeceipt@nd@isbursement@®EnyE
oftheXlient’s@unds@ripropertytheldiby@hedawyer.@Rulefl0.2(e)dnowll.15-2(e)]@ecognizes@dawyer’sBbligationioR
paypromptly®ri@ieliver@o@helient,Br@o@REhirddersonzs@irectediby®helient,@hefunds@n@heBossession@Ehel
lawyero@vhich@helientds@ntitled.Btrictly@nterpreted,®heseules@vould@ppearfoiequire@Eawyerfotol
disburse@ipondtems&ieposited@nthis@riher@rustEccount@intil@heRlepository@bankthas@rrevocably@redited@hel
itemso@helccount.l

Requiring@RXlosingdawyerofbostponeisbursement@intil@lldtemsthavebeenZredited@oEhefawyer’srusts
account@vould@esult@nd@nconvenience,@lelay,End&ouldthave@n@dverse@ffect®n@EheEEconomy.iNevertheless,
therefsBome@isk@hatEertain@instruments,Buch@s@rdinary@ommercial@hecks,@nayibelincollectiblefnzny@ivenl
transaction.@onversely,®here@reinancial@nstruments@hat@re@Eenerally@egarded@s@Extremely@eliable.AnFact,?
otherBtatearsEhatthave@onsidered@hedssuethavetheld®hat®herere@ertaindinancial@nstrumentsfor@vhich@hel
riskfhoncollectibility@sBoBlight@sEo@nakedtAinnecessary@o@rohibiti@losing@lawyer@rom@isbursing?
immediately@gainstBuch@temsiefore®hey@reollected. BeeirginiaBbtate@Bardegal@Ethics@pinionEL83End@Rulel
5-1.1(g)dfEheRules®Regulating@he@Florida@Bar.Bimilarly,@he@Northarolina@GoodFundsBettlementctBermitszi
“settlement@gent,”Drersonesponsiblefor@onducting®heBettlement@nd&lisbursement®fithelroceedsHor@E
residential@eal@state@losing,@o@isbursegainstincollected@undsibut@®nlydfhe@epositedinstruments@nBne
the@orms@pecifieddn@he@\ct.?

Notwithstandingthedact®hat@Bomemtheformsffunds@esignatedinhefActErefotirrevocably@redited®ohel
lawyer’s@rustBccounttthe®ime®@eposit,Rhe@isk@BfEhoncollectibility@sBoRlight®hat@Hawyer’s@lisbursement® A
funds#rom@@rustBccounti@nieliance@ipon@®he@epositinto®hefccount®frovisionally@redited@undsinihesel
formsBhallfhotie@onsidered@inethical.BHowever,@RlosingdawyerBhould@hever@isburse@gainst@ny@rovisionally®
creditedd@unds@inlessthe®riBhe@easonablyibelieveshathefinderlying@lepositedinstrument@sirtually@ertainol
befhonored@vhen@resenteddor@ollection.BAdawyernaydmmediately@lisbursefgainstiollected@unds,BuchZsz
cashrireddunds,@ndEnayd@mmediately@nake@isbursements@rombhis@riher@rust@ccountn@eliance@ipont
provisional@redit@xtendediby®Ehe@epositoryldnstitution@orFunds@leposited@nto®herust@ccount@n@Bne@br@norel
ofthe@ormsBetForthAnis.S.B45A-4.0

The@lisbursement®ffunds@FromEErustEccountyFawyern@eliance@fipon@rovisional@redit@xtended@iponihel
deposit®Endtemdnto®hefrust@ccount@vhich@oesthot@akeBne®@heforms@rescribed@n@he\ct@onstitutes
professional@nisconduct,@egardlessf@vhether@heltemsltimatelythonored®r@ishonored.However,Bdawyer
who@lisburses@n@eliance@ipon@rovisional@redit@®xtendediponEheepositZndtem@rescribedinEhefctBhallR
noteRuilty®fiprofessional@nisconduct@fithatdawyer,Aipondearning®hat@hedtemthasibeen@lishonored,?
immediately@cts@olprotect®hel@property®fithedawyer’s@ther@lientsibyiersonally@aying@®he@mount@®fEnydailedd
deposit®rBecuringr@rranging@ayment@romBources@vailable@ofhedawyerBther@hanrust@ccountFundsD T
other@lients.BAn@ttorneyBhould@akeRare@hotEo@isbursefgainstincollecteddundsd@nBituations@vhere@hel
attorney’si@ssetsrizredit@vouldibelnsufficient@ofund®heRrust@ccount@hecks@n@he@vent®hat@rovisionally®
crediteddtem@s@ishonored.?

Tohe@xtent@hat@ PRB58@ndRPCB6Erelinconsistent@vith@hispinion,@hey@re@verruled.@However,Rhererel
provisionsAn@othBpinions@hat@emain@perative.Bpecifically,®he@rovisionBfELPRB58Ehat@prohibitsE@awyerdrome
disbursing@gainstithe float”@n&Ehefrust@ccount@uring@®he@imedagbetweenhe@epositdbEhehecksBfEher
lender,®hefuyer,Bind®he@eal@state@EgentBind@he®ime@vhen®hesel@tems@redrrevocably@redited@oheZccountl
unlessBprovisional@reditdorhedtemsdsExtendedibyEhe@epositoryldnstitution@emains@n@:ffect.@fGbrovisionall

660



credit@sthot@Extendediby®heRiepository@nstitution,®he@isbursingdawyers@ising®hefunds®fibther@lientsEo@overs
thellosing@lisbursements@intilhe@epositeddtems@re&ollectedd@n@iolation@fRuleF 0. 1@now.15-1].5

[tBhouldibe@Emphasized®hat@his@pinion@hallEpplyEoRny@isbursements@BromiEherustEccount@gainstdtems
which@refhotdrrevocably@redited@o®he@ccount@ipon@eposit,AvhetherBuch@isbursementsreforheiurposel
ofitlosing@eal@®stateransaction®riForEhefurpose®f@oncluding@omeltherransaction@BrEnatter.?

(10) 97 Formal Ethics Opinion 9

Credit Card Chargebacks Against a Trust Account

January 16, 1998
OpinionBtules®hat,BrovidedBteps@reakenoBafeguardiheltlientffundsdn@lepositdn@i@rust@ccount, BAawyer@naykl
acceptifeesiaidby@redit@ard@ithough@®heank's@igreement@oibrocessBuch@harges@uthorizesitheank@o@lebit?
thelawyer'srust@ccount@n@he@vent@@redit@ardthargels@lisputedby@m@tlient.?l

Inquiry #1:

Toccept@hargesiaidibymMasterCard@ndX isaredit@ards,Fs@vellE@sBbtherfational@redit@ards,Edawyer@nust?
enterfintoBEBtandard@orm@MerchantBAgreement”BvithEEbank@n@vhich@he@ank@grees@oR@leposit@redit@arda
payments#rom&ardholders&lectronicallynto®he@nerchant'sEccount@vith@hefbankBubject®oertain@onditions.k
Amongther@onditions,Buchgreementsiypically@ermit®hefank@oRlebitEEnerchant'sccount@orheliscounts
fee,®riEheank's@harge®ohelnerchantfor@dvancing®heXredit@ard@ayments.?

InBddition,Buch@greementsiypically@ermit@hefbank@o chargeback”Ehe@nerchant'sthankZccount,@vithoutBbrior

notice,@n@he@mount@)f@lﬁbriorljbaymentEbyI?treditlitard@vhichlils@ubsequently@iisputedmy@heﬁtardholder.éhe
dispute@rocesss@ommenced@vhenheardholderfotifies@heRredit@ardissuer®hatthelisputes@@hargeBhown
onbhisBtatement.The@nerchantis@otified®fithe@lispute.flDocumentation®fhe@hargels@equesteddrom@hel
merchant.@fhe@ocumentationdsthot@eemedBatisfactory@®riEhe@nerchantfails@o@espond,®hefbank@nay@ebit®hel
disputed@mount@romihe@nerchant'sEiccount@vith@hebank@vithoutBrioroticefoRhe@nerchant.kl

Lawyers@naycceptBaymentdfdegalfeesibyRlectronicransfer@ndredit@ard.ZLPREL29BNdRPCR47.@However, Bl
RPCR47&equires@dawyer@orrangeolhavellIZredit@ardiayments@lectronically@epositedinto@heirust?
account@fhedawyer'sibank@annotBravillfhot&istinguishBbetween®he@®peratingccount,@Anto@vhich@arneddees?
shouldibe®leposited,Endhefrust@ccount,@nto@vhich@inearneddeesBhouldibe@leposited.fToBvoid@helproblemm
commingling@hefunds®fXlientst@ind@hedawyer's@unds,Ehelpinionirovides:?

[iIf@@baymentiy@lectronicEransferbffan@arneddee@annotibeistinguishediby@hefank@romzGaymentibyl
electronicitransfer®fZin@inearnediee, @B aymentstby@lectronicitransferdhouldibe@epositeddntoB@awyer'skl
trust@ccount@nd@arnedfeesBhouldibe@vithdrawn@romiheR®rust@ccount@Bromptly.dCitingfhow@epealed®Rulel
10.1(c).]JeThe@awyer@nayzlso@epositAntofhelrustEccount@undsBufficient@ofay®helbank'sEervice®hargesa
forlectronicransfers.dCitingthow@epealed®ulefl0.1(c)(1).]AA@edgerBhouldibelnaintaineddorheXervicel
chargesBosted@gainstduch@unds.fCitingBhowepealed®RulefL0.2(c)(3).]&

Accordingto®PCR247,&lIBbayments@flinearneddees@End@ExpensesEnustibe@epositeddnto@awyer'srustEccounts
evendf@hefbaymenti@s@nadey@redit@ard.MMayE@awyerBarticipate@nEEnerchant@greement@vithibank@ofhonors
credit@ard@hargesifhegreementiveshedank@®he@uthority@oRiebit®hedawyer'srustBiccountforze
chargeback@vithout@riorfhoticeo@hedawyer?a

Opinion #1:
Yes,provided@hedawyerakes@EppropriateBteps@obrotecthefundsDfbther@lients@Bn@eposit@n@herust?
account.i

Adawyervhoteceivesfundsi@hatibelongolientEssumes@he@esponsibilities@fdiduciary@oBafeguard@hosel
funds@nd@o@reservehefdentity®bfhefundsibyepositinghemlnto@esignated@rust@ccount.Rulelfl. 15- 13
the@RevisedRules®fProfessionallonductBand®PCEA91.Theesponsibilities®Eadiduciary@nclude®he@ uty®oRnsurel
thathedunds@®fEBarticularlient@reRised®nly®oBatisfy@he@bligationsBbfithat@lientEndErehotised@oBatisfyl
thelaimsfthedawyer's@reditors@ribfther@lientsbf®hedawyer.RPCEA91.ETherefore,Bdawyer@nay@articipatednt
a@EnerchantBgreement@vith@EBbank@ofhonorthe@redit@ard@aymentsbfElients@nlyd@f@he@undsf@therlients@nk
deposit@n@hedawyer's@rustBccount@villBbelprotected@gainstEithargeback.?
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TolhvoidEhelpotentialFjeopardyrtoRheFfundsEbfbthertlientstonPepositBinBaRrustPaccount,BtheflawyerBmustFirst
attemptftokhegotiateBanagreementvith@helbank@hatrequirestheank ol ebitFanBaccount@ther@han@he@rust
account@nheRventDfERhargeback.Zomedbanks@vill#outehargeback@ebitsdand@he@iscountdeefor@redit@arda
charges)Bagainstalfirm'sBbperatingZaccount.BBomebbanksBEmayequireEaPmerchantftoBmaintainaBeparatelemand?
depositBaccount@nBanEBmount@ufficientofoverhargebacks.AffalbankEannotBrAsEunwillingtoRlebitEaZeparatel
account,{i.e.,®hefank@equiresi@li@hargebacks@ofbe@ebitedFromEheRccount@nto@vhich@redit@ardibaymentsirel
deposited),BtheBlawyerEmustBrequestthatPthefbankBEarrangefaninter-accountftransfer@suchithat@thellawyer'sk
operatingBccount,®ritherhon-trustBccount,Bvillbbe@Ammediately@ebited@n@he@Event®DfEREhargeback@gainst®hel
trustBaccountPandtheEmoneypromptlyRtepositedintofthef rustBaccountftooverhefthargeback.BffthefbankBEwill2
notEagree@oebitBnotherBccount®rErrangeorinter-account@ransfers,@hedawyerfnust@stablishBarust@ccount?
forhe@oleBpurposetfieceivingtadvance@aymentstbyXredittard.fFThe@awyer@nustBvithdrawliBpaymentsRolthisk
trustfaccountBimmediatelyFandBdepositthemBinheRlawyer'sE‘primary”ErustBaccount.BinEhisBvay,BhelriskEhatEaR
chargeback@villimpact@hefundsBftherlients@villbedninimized.?

Under@lI@ircumstances,Bdawyeri@s@thically@ompelled®o@rrangefor@paymentdfrombhisBriherBwnFunds@ri
fromBome@therBource)®otherust@ccountBufficient@oRoverheXhargebackd@n@®heRventhat@Rhargeback?
jeopardizesthefundsBftherlientsBnRiepositiniheccount.kl

Inquiry #2:
MayR@awyeriparticipate@n@EnerchantBgreement®hat@rants@hebankzBecurity@nterestdn@he@ccountshat@hel
lawyer@naintains@vith@hefbank?@

Opinion #2:
No,Rulef.15-1(g)@prohibitskheise@®ripledgedfFundsin@@rust@ccount®obtain@redit.AfneriEmore@Ehel
accountss@E@rustBccount,@hedawyer@naythotiarticipate@n@hegreement@inlessihefrust@Eccount@®r@Eccounts
areBpecifically@xempted@rom@heFZrant®f@Becuritylnterest.k

Inquiry #3:
If&hefhature®E@awyer'stbractice@sBuch@hatlfeesEhat®hedawyerollects@re@arned@tEhe@imemf@ollection,?
maythedawyerrrangeforipaymentsiy@reditard@oibednadeRirectly@o®hedawyer's@perating@ccount?i

Opinion #3:
Yes.Rulef.15-1.3

Endnote

1. hellruth@nBlendingfAct{§170,RA50SCH1666i)@ndRegulation@F12EFRF226.12(c))EontainBprovisions@vhichi
preserve@ardholder's@laim@nd@efenses@gainst@arddssuer@n@ertain@ircumstances.BARardholderdsEivenzE
right@ossert@gainsttheardi@ssuerli@laimsfother@han@ort&laims)Znd@efenses@rising®ut®Eheredit?
transaction@hat@t@vouldbtherwisefhavegainstthe@nerchant.®RegulationZRoes@otirovideBnyFEuidancesior
thefhature®heRlaimsEnd@lefenses®hat@naybelisserted.Bincedt@oesEive@heRardholderhe@ight®oRssert?
against®heRardissuerny@laimsEnd@efenses@vailable®hat@vouldibeihvailableGgainstithe@nerchant,thowever,
most@nerchant@greementsirovidedfor@ passhrough”@Bf@heGbroblem.?

Thepower®f@REardholdero@everse@ERredit@ard@ransactionds@eryibroad.fThefollowing@sEhe@nandatoryl
disclosurehat@nust@ppear@n@he@redit@ard@greement@vithEBrospective®ardholder:&

Ifouthaveh@problem@vith@he@uality@®Gproperty®r@ervices@hatiouiburchased@vith@@redit@ard,EndFouthavel
triedinEoodfaith@oorrect®he@roblem@vith@he@nerchant,youlnaythave®heRightmhot®oay®he@emaining
amount@ue®n@he@roperty®rBervices.fTherere@woldimitations@Bnhis@ight:2l

(A)BYoulnustthave@nade®he@urchase@n®ourthomeBtate,AfthotAvithinyourthomeBtate, AvithinELOOENilesH
ofyoururrent@ailing@ddress;E@ndEl

(B)EThe@purchase@rice@nustthaveieen@nore@han®50.00.3

Thesedimitations@lohotEpplydfhe@arddssuer®wnsBridperatesihednerchant@rif@ve@naileddouthel

680



advertisement#orthe@roperty@®r@ervicesdRegulationZ,BApp.[&G-3).0

(11) 2001 Formal Ethics Opinion 3

Disbursement for Tort Claim Settlement Upon Deposit of Funds Provisionally Credited to Trust Account

April 27, 2001
Opinion&ules®hat@BawyerinayBettle@ort@laimiby@naking@isbursementsFrom@@rust@iccount@neliance@ipont
the@lepositdfiFundsirovisionally@redited@o@he@iccountdfthe@lepositedFunds@ire@n@heForm@df@ifinancial?l
instrument@hatAsBpecified@n@hefood@FundsBettlement@ct,?

G.S.EChap.BI5A.1

Inquiry #1:
Attorney@egularly@epresentsindividuals@BvithBersonaliinjury@laims.BVhen@niEnsurance®ompanyR&heckEorZ 50000
orfinoredsiaididnBettlement®fERlient's&laim,®@heRheckds@epositedinto®herustEccount@®fttorney'sdiirm.AN ok
disbursements@re@nade@o®heltlient,BriRo®hird@arties@nibehalfftheilient,Aintil@he@undstrectually?
collectediecauseRPCEI1Aimits@he@isbursementshat@anibeEnadegainst@rovisional@redit. RPCELI1Brohibitsk
adawyerFrom@naking@isbursementsfrom@ER&rust@ccountinless@hefundsre@ctuallyBn@eposit@n@he@ccount?
or,@fthe@epository@nstitution@ErantsirovisionalXredit,AinlessEheinancial@nstrument@epositeddnto@®he@ccounts
istnedfthe®nesBpecified@n®hefBoodFundsBettlementBct,/@B.S.Ihap. @A5AFthe Act").[

Attorneylbelieves@hat@®RPCEA91Bhould@hot@pply@o@isbursements@rom@@rust@ccountFor@@ersonaldnjuryl
settlementibecause@®he@\ct@sBEpecificallydimited@o®heBettlement®f@esidential@eal®®state@ransactions.BeelG.S.A
§45A-2 Attorneyelievesthat@hedimitationsBfRPCA 9 1R reate@hardship®nthisHirm@ndEhe&lientdbecausehel
clientthasto@omeRoEhedirm'sffice®o@Endorse®heFettlement@heck@nd, @Efterhe@heck@lears@hefank,@eturni
tohedirmEoollect®he@isbursement.fThis@naythavetn@dverse@ffectn@Elient'skreditEnd@elay@epairs@o@bri
replacement®fEnGutomobilelfihereds@IsoBProperty@lamageBettlement.AtElsoRostsAttorney@dditional@imel
to@neet@vith@helient®wice.®

ISRRPCEL91@pplicable®olpersonald@njuryBettlements?@fBo,@sEhere@n@Exemptiondor@personald@njuryBettlementsiri
checks@romAnsurance@ompaniesicensed@o@oBbusiness@n@Northarolina?l

Opinion #1:
RPCEL91GEs@pplicablefoill@isbursementsfrom@&Erust@ccountgainstdinancialdnstruments@hat@re@ot
irrevocably@redited@o®heRccountfipon@eposit@lthough®hefoodFundsBettlementfAct@vasdoptedibyhel
GeneralBAssembly@®nly@oegulate®@heBettlement®fdesidentialdeal@state®ransactions.Mhe@ationaleorhel
opiniond@sFoundinhefollowing@xcerptdromEhelpinion:&l

Notwithstanding®hedactZhatBomembheformsDffunds@esignatedin@heBActRredot?
irrevocably@redited®o®hedawyer's@rustEccount@tEhe@imedf@eposit,RheliskDfEhoncollectibility@sBoFlighthatzhEl
lawyer's@lisbursement®ffundsErom@Erust@ccount@n@eliancefiponhe@epositinto®heZccount@frovisionally?
credited@unds@n@heseforms@hallfhote@onsidered@inethical.BHowever,BE&tlosingdawyerBhouldihever@isbursel
againstBnyBprovisionally@reditedfunds@linlessthe®rBhe@easonablyielieves@hat®he@inderlying@ieposited?
instrument@s@irtually@ertain@oiefhonored@vheniresenteddor@ollection.BAdawyer@naydmmediately@isbursel
against&ollectedfunds,Buch@s@ash@DrAvired@unds,E@ndEnayd@mmediately@nakelisbursements@rombhistriher
trust@ccountn@eliance@ipon@rovisional@redit@xtendediby®he@epository@nstitutiondorfunds@epositedintoihel
trust@ccount@n®nerinore®fhedormsBetForthEnE:.S.B45A-4.0

o Thelisbursement®ffunds@From@ErustEccountibyEawyerfn@eliance@fipon@rovisional@redit@xtended?
uponthe@leposit@EnGtemiAntoRhefrustEccount@vhich@oesmhotEakeRnetheformsirescribeddn@heActl
constitutes@rofessional@nisconduct,@egardlessfvhether@hedtemsiltimatelythonored@®ri@iishonored.?

ThellexceptionallowedBinERPCE191FtoRtheldutyRtoRldisburseflonlyRlagainstiicollectedZfundslinEaltrustPaccountBis?
purposefullyBharrowRodimit®he@otentialfor@isbursementsigainstl@nstruments@hat@reBubsequently@ishonored.?
IfZanBinstrumentBistsubsequentlyBdishonored,EitPputsFatlriskEallEtlientBfundsBonldepositfinBtheRrustPaccount.BThel
relatively@ninor@nconvenienceBfvaitingfor@heck@olear®hefankAsDffsetfbyEhe@rotection®hat@lisbursements
againstollected®unds@provides@olli®lients@vith@Funds@eposited@n®herustccount.fThefeneralBAssembly,ZsEER
matterBofFpublicolicy,thas@leterminedithatifthe@temsHetForthEnEtheAs oodEFFundsBettlementFActBareBufficientlyr
reliableftoRPexempthese@temstfromhe@afeguardawaitingftoltollecthelRfunds,BbutthelEthics@Committeelbfthel
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State@ar@loesthotthave®heuthority®o@xpand@he@xemption.?

Inquiry #2:
When@ttorneyBettles@iproperty@lamage@laim®bn@&lient's@ehicle,theBsksEhel@nsurance@ompanyo@utnly@hel
name®fEhelient®n@heBettlement@heck.BAttorneyibelieveshat®his@sEhe@nly@vay®hat®heheck@anibeRivent
directly@ohelient.A@fhe@heck@s@made@®utofboth@heXlientBind®he@awdirm,FAttorneyRiepositsithe@heckintol
thefrust@ccount@nd@vaits@untilZhe@heckd@s@ollectedibefore@isbursing@he@ntire@mount®fithe@heck@ofhel
client.fThe@lelay®before@lisbursement@anibe@@Berious@nconvenience@oXlient@vhofheedsEnEutomobileFork
transportation.il

IfBAn@nsurance@heckds@Enade®utFointly@oRhe@awdirmFor@ttorney)@nd®he&lient,@nay@ttorney@ndorseihel
check@ndEiveheRheck@ohetlient@Avithout@lepositing@tdirstAntoEherustEccount?E

Opinion #2:
WhenFundsielonging@resently@®ripotentiallyRoE@awyer@re@eceived@n@ombination@vith@undsibelonging® okl
client,®rdther@ersons,Rhefundsinustie@epositedd@n®actinto®heirustBccount.Bee@®ulell.15-2(g).However, A
alldfiheFunds@epresentediby@@Eheck@rom@Rhird@artyelongohelient®rihedawyerdsirepared@odorgol
beingipaidforthisdegalZervices@romiEhe@heckiroceeds@andmillZhelient@nstead),®heheck@nayiendorsed?
directly@ohelient@vithouteing@iepositeddnto®hefrust@ccount.?

(12) 2005 Formal Ethics Opinion 13

Unearned Portion of a Minimum Fee Must Be Returned to the Client

January 20, 2006
Opinion@&ules&hat@@ninimumFee®hat@villbebilled@gainst@it@mnthourly@atef@indasitollected@itthelbeginning@fi2l
representation@elongs@o®heltlient@ind@nustibe@epositeddntofthe@rust@ccount@intil@arned@ind, iponll
terminationfidepresentation,Bthe@inearnedportion®fthefeeBnustibe@eturneddo®hetlient.rl

Inquiry #1:
LawFirmAs@nade@ipfdive@artners@ndi®nessociate.®Partnership@Expenses,@ebts,End@profitsire@ividedz®qually®
among@llartners@rrespective®fFErosseceipts@nd@repaid@veekly.@

PartnerlT,@vholBbracticeddamily@awditigation,®ypicallyfised@Feeontract@eferrediol

by®hedirmEs@E minimumiee"®ontract.EThe®ontractrovides®hat®hednitialfee@harged@ohelientsdsEher
greater®f{1)®hedlatFeeRstablished@n@he@ontract,@®r{2)@nthourly@ate@pplied@o@ctual@imehat@villtbeEpentdnt
representation®fhelient.BA@EninimumEeeipaidby®helient@vas@epositedinto®hedirm's@eneralEccount.ZThel
contract,thowever,RlidihotBtate®hat®hefee@vas@ieemed@arned@Endipayable@oRhe@ttorneyipon@eceipt.@l

Partner@ieftdawFirmEndpenedtis@wniractice.MMostffhisRlients@hose®ofollowXTHorZontinued?
representation.fhese@lientsipaid@he@ninimum#ee,Eccording@o®he@ermsmbfhedee@ontract,EodawFirmpriorior
C's@leparture.Bhortly@fterT's@eparture, LBent@EHetter@olawFirmEequesting@Rransfer®fthis@lients'@emaining
fundsolX.The@emaining@unds@re®heifferencefbetweenthefeesollected@t@heleginning®f@achl
representationBind@he@alue®fthefhourlyBervicesierformedbyTHorRach&lient@riorodeaving@aw@Firm.l

LawFirm@efused@oRomply@vith'sEequest@easoning@hat®hefees@vere@epositedintohedirm'sperating?
accountEndlised®@oBay@ngoing@xpenses,AncludingBartnership@raws,Bbf@vhichiC@eceivedthisBhare . BAtE'sB
direction,@®helients®henibegan@oRontactdawFirm@emanding@Refund®bftheir@emainingdundsBo&hatihel
moneyRouldibeaid@oFHorRontinued@epresentation.@fhe@emainingdundsrefhot@eturned,'s&lients@nayibel
precluded@romthaving@Rontinue®o@epresent@hem.a

Arethefawyers@emaining@vithdlaw@Firm@equired@oefund@nyFunds@oll's&lients?E

Opinion #1:

Yes.AawFirmiAncorrectly@eposited@helf minimumiees"@nto®helirm's@Bperatingccount.An@rderforEayments
madeon@Ettorney@olbeRarneddmmediately,®hettorney@nustlearly@informihelient®@hatftEs@Earneds
immediately,Band®@hellient@nustBgreeohis@Errangement.BeeRPCEA 58.Even@vith@heRonsent®Dfithelient,@Bnly?
truel@etainers@nd®latfees@re@eemed®arnediby®hedawyerimmediately@nd@herefore@anie@epositeddntoihel
operating@ccount@ipon@eceipt.BAEninimum#ee®hat@villtbedilled@gainstEt®helawyer'sthourly@atefslient@noney
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andielongs@n@heRrustBccountntil@arned.Bee®Rulefl.15-2b).AnEhelpresent@ase,BtBome@oint@luring@hel
representation,Alaw@Firm@vould&alculate®hefumber®thoursif@pent@nEheRaseBnd@etermine@vhether@hel
client®wed@nore@noney.frhedeerrangement@vashereforefeitherBirueietainerthor@latfee.Furthermore,?
LawiFirm'sfee@ontract@idmhot@Enake@n@llowancefor@hedeeoibelepositedinto®helirm's®peratingccount.B
Therefore,@hose@ortionsBfEhe@EninimumEees@hat@verethotFarnedibyil'sdabor@vhile@vithAlawFirmEemainlient?
funds@ndimustbeReturned@o®helients.FeeRulel.16(d).AfllawdFirm@loesthot@eturn@he@inearnediortionsH
thefunds@ol'stlients,®hey@villthave®ollected@niExcessivefee@n@iolationmfRulef.5(a).R

Inquiry #2:
Willkhe@nswerbeRifferentdfbyBubsequentgreement@heXlient@onsents@ohe@epositmfhe@ninimum#eedntol
LawiFirm's@peratingccount?r

Opinion #2:
No.ARlientthas®heRight®oRerminatehe@epresentation@tEny@imeRAvith@rAvithout@ause.Bee@®7@FormalEthicsk
OpinionB.WVhenEhelient-lawyerelationship@Ends,Afithefeeds&learly@xcessive@ndight®fitheBervicesEctuallyR
rendered,®helportion®dfithedee®hat@nakes@heRotaldaymentilearly@xcessivenustibeeturned®ohelient.Feell
2000F ormal@Ethicsmpinion®.Bee@/sofpinion@1.E

Inquiry #3:
WhatRluties@re®wedbyAdawFirmznd/orTRoHormertlients®fdawFirmFor@vhomdegal@vorkis®ngoing,BvithEl
respectiofa)@nEccountingfordeesireviously@aiddodawFirmBursuant®o@hedee@ontract,Ab)@Fequestdorn
refund®ffees,Endic)@providingduturedegalBervicesd@nEccordance@vith@hefee@ontract?a

Opinion #3:
(a)LawFirmEAndEre@esponsiblefor@roviding@n@ccounting@®hefees@o®helient,liponZequest@rEt®hendR
ofithe@epresentation.Beeulefl.15-3{d).R

(b)RAlIDfthe@awyers@n@aw@Firm,Bvhetherndits@urrent@ncarnation®r@tEhe@imedhefees@vereollected,Zrel
responsiblefor@efunding@ny@inearnediortionsf@hedees.Bee@pinionEH1.El

(c)Dnce@HeegreementdsEeachedibetweenittorney@ndilient,@he@ttorneythasEin@thical®bligation®oulfillkhel
contract@nd@epresent®helient'sthest@nterest,Bubjecto®he@ight®rR@uty®o@vithdraw@inderRulef.16.Bee@Rulel
1.5,@omment®.Q

Inquiry #4:
IsftEthicalforRol@nstructformerlientsBfdlaw@Firm,Bvho@reXepresentediby,HoBeek@FefunddFeesBokhatk
they@an@ayForheir@ontinued@epresentationiby A

Opinion #4:
Yes.BeepinionEF#1.0

(13) 2006 Formal Ethics Opinion 8

Disbursement of Trust Funds

July 21, 2006
Opinion&ules@hat@@awyer@nay@isburse@gainst@epositeddtems@n@elianceBipon@iank's@FundingBchedule@inder?
certaini@ircumstances.?

Inquiry:
Attorney@eceivesnsurance@ompany@hecksForBaymentbfvorkers@ompensationEndibersonaldnjury?
settlements.@poneceipt,BAttorney@eposits®hese@hecksintotherrust@ccount.?

Becauselhelnsurance@hecks@refhotimongheldentifieddnstruments@n@hefoodFundsBettlement@ct,[B.S.B
A745A-4,BheBnust@vaitiintilhefundsthaveieenlirrevocably@redited"mridollectedibefore@isbursing@romihel
trust@ccount@ohelient. RPCEL91.B\ttorneythastbeen@inable@olocatefibank@hat@sAvillingRoRonfirmAvhenk
depositeddundsthaveieenollected.?

Attorneythas@onsulted@vith@®ther@lawyers@nther@ocality@vithBimilarGractices.Rather@hanzallZhefbank@oRonfirme
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thathedundsthaveieenollected,®hedawyers@outinely@isbursegainst@tems@epositeddn@he@rustccount,?
based@ipon@rior@lealings@vith@heanks,AnEccordance@vith@hefollowingdunding@chedule:B@business@aysfor@ne
in-state@heck@ndFbusiness@laysForzn@ut-of-state@heck.BAttorney@voulddike@oollowhis@unding@rifloat"®
scheduledor@lisbursements,GsAtEppears@obeheBtandarddnther@ommunity.

MayBAttorney@isburse@undsFromiherdrust@ccount@nieliancefiponithis@chedule?E

Opinion:
RPCEL91®ermitsdawyers@o@isburse@mmediately@romihefrust@ccountinieliancefipon@®helepositfifundsa
provisionally@redited@o®heccount@@heFundstiredn®heformm@ash,@vired@unds,Brne®fthe@numerated?
instrumentslisted@n@hefoodEFundsBettlementfct.For@llDther@nstruments,EHawyerfhas@Eni@bligation&ol
conducti®easonable@ueiligence@o@etermine@vhetherfunds@eposited@ntohefrustEccountthaveieent
collectedirioro@isbursement.

Initially,B@awyerlwaysEhould@onsult@viththerfbank@o@etermine@vhen@@articular@nstrumentthasieent
collected®rifunded.Before@isbursing,E@dawyerBhould@lsoRonsideriheBource®fithefunds,d.e.,Bvhetherhel
payorfisi@eputableBind@vhetherhel@nstrumentdsiikely@obefhonored.AE@awyer@eceives@onfirmationiby®hefank?
that®@hefunds@leposited@re@ollected,@hen@hedawyer@nay@ely@iponhis@nformation@End@isburse@gainstithel
funds.B\dawyer@easonably@nay@elyfipontherfbank'sFunding@®ri float"Bchedule@®riolicy®nly@vhen®helawyerds?
unable@o@onfirm@vhether@undsthaveieendrrevocably@redited®obhisEccountBindihethastho@easonoibelievehR
particularinstrument@villfhottefhonored@inder@he@ircumstances.An@ny&ase, dfheawyerBubsequentlydearns?
that@nAnstrumentthastbeen@lishonored,®he@awyer@nustBctdmmediately®obprotect@®therrust@ccountipropertyl
byBbersonally@aying®heEmount®fEnyHailed@leposit@r@rrangingforaymentfFromBbtherBources.B' Anttorneyl
shouldi®ake@arethot®oRisburse@gainst@incollected@undsi@nBituations@vhere®he@ttorney's@ssetsridredit@vouldi
belnsufficientofund@®herustBccount@hecksiin@he@vent®hat@n...AtemiEs@ishonored."@RPCA91.A

Therefore,@fAttorneyis@inable®oonfirm@hat@@articular@nsurance@heckihasibeenollected,Bhe@nay@easonablyl
rely@ipon@nd@isbursenZccordance@viththerank's#unding@chedule@s@ongstl )Bheeasonablyielievesihel
trust@ccount@heck@villtbethonored,E@ndR)BhelsEbleRoFund@he@heck@n®heRventdtds@ltimately@ishonored.?

(14) 2006 Formal Ethics Opinion 15

Dormancy Fee on Unclaimed Funds

January 19, 2007
Opinion&uleshat@B@awyer@naytharge@@easonable@ormancyfeeigainstinclaimedfundsAfitheitlient@greesdnk
advance@ind@hefee@neetstherBtatutory@equirements.kl

Inquiry:
Rulef.15-2(q)@equires@dawyer@o@nake@ued@nquiry@nto®heddentity@nddlocation®fhe@wner®flinclaimed@unds?
inthisrust@ccount.Afhis@EffortAs@insuccessfulE@ind®hel@rovisions®fEs.S.AL 16B-53&reBatisfied,Rhe@property@halli
be@leemed@bandoned.frhe@awyer@nust@henfollow&heBbrovisions@fEs.S.A 16BHorthe@scheat®fEbandoned?
property.®ursuant®ol.S.A116B-57(a),@hefholder®fEbandoned@riinclaimed@unds@nayharge@easonablel
"dormancy"fee,@hereby@educingthe@mount@Bffunds@ransferred@o®heBtatelTreasurer'siffice,Bodlongsihel
holderthas@nadeBEoodHaith@Effortodocate®he@®wnersfithefunds,®heredsE@alid@nd®nforceable@vrittent
contract@hich@mposes@heXharge,End&hehargeldstapplied®dn@Eegulartasis.B

AttorneyB@voulddike®oBtart@harging@@ormancydeefor@bandonedfunds@ooverBomebfheRostsEnd@imel
associated@vith@easonable@fforts@olocatehelklient.BAttorney@@roposesdncludingtheollowingdanguagednlI?
hisifee@ontracts:?

Areasonable@ormancyfee@hallbehargedigainstBny@emaining@unds@n®hellient's@rustBaccount@vhichZre@hot?
claimed@ftermhotice®oxhellienttand/orAssuance@fEh@efundheckBixBnonthsEromheRate@bfheinalizationE A
client'sktase.fThektharge@halltbelbasedrbnitimeandreffort@pentEmakingBreasonablefeffortsoltontactilientEandrE
return@unds.Baid®hargesBhallfhotE@xceed200.00@peryear.?

MayBttorneyBXharge@@ormancyFeesBetForthAnthisHeeRontract?@
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Opinion:
AttorneyBA\@nay@harge@E@ormancy@ee@gainst@inclaimeddundsBofdlongzsi1)&heilient@eceivesirioroticeBFnda
givesvritten@onsent@o@he@ormancyfee,{2)&heExmount®fthedeedsEppropriate@inderRulerl.5(a)@Ehe@uleskl
ofProfessional@onduct,End{3)&hefee@omplies@vithheBtatutory@equirements®fiG.S.A 16B-57(a)EndZEnyBther
restrictions@mposediby®he@nclaimed®Property@Program®bfEheBtatelTreasurer'siffice.Rl

(15) 2006 Formal Ethics Opinion 16

Distribution of Disputed Legal Fees

January 19, 2007
Opinion&ules®hat@inderitertain@ircumstances@i@awyer@nay@onsider@i@lispute@vith@Xlient@veridegalfees@esolved
and@&ransferfundsfromiherust@iccountobhis@perating@ccountopay®hoselfees.?l

Inquiry #1:
Attorney@epresentsilientdn@@ersonaldnjury@natter.ClientBigns@@vrittendeegreementnd@grees@o@ay
AttorneyB0%DEny&ecovery@nadelnthisEase.Afterfhegotiations@vith@hednsurance@arrier,BAttorneyBettles?
Client'stase.BAttorney@eceives@heBettlement@heck@ndeleaseBnd@laces@hedundsinthis@rust@Eccount.Client
signsitheeleasefut@lisputesEheB0%@ontingentdee.@ursuant®oRulefl.15-2(g),FAttorneytholdsEhelisputedieest
inthis@rust@ccount@nd@isburses@he@emainder@ppropriately.BAttorney@hen@ivesilientEhotice®heBtateBar'sk
FeeMispute@esolution®Program@s@equired@inder®ulell.5(fd.Elient®lects®o@articipatefnihe@rocesstbyiling@E
petition.BAfterBttorneydrovides@@esponsefoheietition@ndEheBtateBarFtaffEeviewsthedile, AtAs@etermineda
thatlient's@isputelsthot@neritorious@nd®heBtaffAssues@@ismissaldetter.?l

Notwithstanding@heRlismissal,Tlient@ontinues@o@®bject@o@hefaymentDfthedee.BecauseFee@ispute@esolutionl
isthonbinding,Attorney@ontinuesothold@he@undsi@nthis®rustEccount.BAttorney@voulddike®oRransfer@hedundsa
fromEhefrust@ccount@olhis@perating@ccount.ll

When@nay@\ttorney@onsiderhe@ispute@esolved@nd@ransfer@he@unds@vithoutTlient's&onsent?

Opinion #1:
Afawyerds@equired@othold@isputeddegaldeesnthis@rustEccount@intildhe@isputeds@esolved.@Rulefl.15-2(g)@nda
Rulef.15,@&ommentd13].Therefore,@&lient@vho@ontinues@oisputeidegal@eeiutakes@holhction@o@ecoverhel
funds,@nffect,Forces@hedawyeroholdEhe@isputeddundsinirust@ndefinitely.fToEvoid@his@inomalous&esult,?
theawyerfinay@ransfer@he@unds@rom@he@rustBccount@olhis@perating@ccount@fter®@he@ismissal®ipetition?
by®RheBtateBar'sFeeisputeesolution@Program,but@nlydfthefhasFEiven®heRlient@easonablefotice@hat@hel
funds@villbeRransferred@ohelperating@ccountdfthodegalEctiondsEakenbyERertain@ate. @Providing@B0=aysEl
noticeforthelient®o®akedegal@ction@oFecoverhefundsBhouldibeEReasonableBxamount@®fEime.df Avithin@hat?
timerame,®@hetlientiles@@awsuitEo@ecoverEhedunds,@hedawyer@nust@ontinuefothold@hemdn@rust.?

Inquiry #2:
AssumeheBamedacts@sAnd@nquiry@1,@xceptthatBttorneyindicates,Anthis@esponse@o@hedeeietition,zEl
willingnesso@educethisfeeory@oesolvehe@ontroversy.BAttorney@ndTlientZgreeothave®heir@isputel
mediatediby®heBtateBar's@FeeisputeResolution®Program,but®hey@each@nd@mpasseRluringthe@nediationl
process.The@tateBarEtaff@ends@ietter@olient@ndBttorneymotifying®hemihatheilefhasbeenilosedueol
an@mpasse.l

IfiTlient@ontinues@o@ispute@hedeefut@akestholegalFction,@nayBttorney@ransfer®heisputed@undsFromiEhel
trustBccountobhis@peratingccount?

Opinion #2:
Yes,BodongGs@ttorneythasEiven@dequatehoticeollient®hisAntent®oransferhe@undss@etForth@nE pinionk
#1,@ndTlient@loesthotileBdawsuit@o@ecoverheFunds@vithin@hehoticekeriod.Bl

Inquiry #3:
AssumelTlient@hotifiesBAttorney@hatthe@isputesthisB0%Rontingentfee,utailsRoileFeeRisputelpetitionBriEol
initiateegalEction®@o@ecoverthe@isputed®unds.i

When@nay@ttorneyRonsiderithe@lispute@esolved@ndiransfer@rustdunds@o®he®peratingccount®oipaythisdee??
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Opinion #3:
InEthelhbsencelfversightBfromheFeeispute@ResolutionBprogram,tallawyer@nayransfer@isputedXunds@nthisk
trustBccountfonlyBfE{1)EhefhasBEiven®helientEB0-daysAvrittenhoticefofthelfeelrisputeBprogramirequiredunder
Rulell.5(f);{2)*hetlientHailsRoRklectFeeRispute@esolution;d3)RheFundstheld@nhe@rustEccounttareForBervices
rendered@ndGrethotlearly@xcessive;End{4)@Efter®he@B0Om aysthas@E@xpired@vith@hofeelpetitiondiledibyhelient,?
the@awyer@ivesXhelXlienttaBecond@writtenhotice,EasEequired@nEDpinionBH1,EhatEheFundsBvilltbeRransferred ol
theBbperatingBccountBunlessthellient@nitiatesdegalEactionBwithinEBORays.Af BatBanyBpoint@luringtheFBORays,Ehel
client@®lectso@participate@n®hefee@ispute@rogramrinitiatesdegalction®oRecover®he@unds,Rhedawyer@nust
hold&heAundsi@nirustBending@esolution@®fEhe@ispute.?

(16) 2008 Formal Ethics Opinion 10
Guidelines for Fees Paid in Advance
October 24, 2008

Background:
Althoughhere@reBeveral@thicsBpinions@nhe@thical@equirementsielative®ohe@ifferenttypesfillegaldeest
that@reharged@nd@ollected@t®helbeginningfthe@epresentation@®ERlient,Rhe@nformation@nEhese@pinionsk
isthot@Eathereddn@neBlaceEndEhe@pinions@ppear@o@provide@ontradictory@ridnconsistentEdvice. AnEddition,
the@onfusion@mongiawyerstsEo®he@thical@equirementsforiegaldees@aidirioroepresentationthasdead®ol
poorly@rafteddeegreements.An@esponse@ohese@oncerns,®his@pinionBetsEorthEhefkey@thical@®bligations
when&harging@nd®ollectingdlegaldees,Burveys@he®pinions®niegalfees,@econciles@hefholdings@n@he@pinions,
andiprovides@nodel@rovisionsHorfeegreementsihatBatisfyhe@equirementsfithe@®Rules®f@Professionall
ConductEnd@®heRthics@pinions.k

A. Key Ethical Obligations
Regardlessfitheypedffee,@lldegaldeesEnust@Eneet@hedollowing@tandard@etForth@n@Rulell .5(a)DfEhe@Rules@D
Professional@onduct:

Adawyer@naymot@nake@ngreementor,@&harge,BrikollectBndllegal®rilearly@xcessivedee....Thedactorsk
tobe@onsidered@n@letermining@vhether@@eels@learly@xcessivelnclude®heollowing:a

(1)@heime@nddabor@equired,®hefovelty@nd@ifficulty®fhe@juestions@nvolved,End@heRkil Iz
requisite@o@erformihefegalBervice@roperly;
(2)@hedikelihood,AfEapparent@o@®he@lient,@hat®hecceptance®Bf@heBarticular@mployment@vil Iz
preclude®ther@mploymentiby®hedawyer;?l
(3)®hedeeustomarily@hargeddnihelocalityfor@imilardegalZervices;l
(4)®heEmountdnvolved@End®he@esultsbtained;?
(5)&heimefimitations@mposediby®helient®ribyEheRircumstances;:
(6)®hematureEnddength®fthelprofessional@elationship@vithEheilient;?
(7)®@he@xperience,@eputation,End@bility®fEhedawyer®rdawyersierformingheBervices;Enda
(8)AvhetherhedeedsHixed®rREontingent.B

ItAnaybeifficulto@etermine@vhetherBiegalfeelsilearly@®xcessive@intilhe@epresentationd@s@oncludedEndzIIF
ofthel@elevant@actors@re@akenlinto@onsideration.BAt®hat@oint,BEawyer@naybeiequired@o@isgorgeBomel
portion®fEHee®hatthe®rBhethastlready®ollected®olinsure®hat®he®otalfeelsihotlearly@xcessive.22000FEOD.B
IfEhelient'sFunds@vere@epositeddn@®hedawyer's@rustBccount,®@he@noneyds@vailable®o@eturn@oheltlient.df,?
because®fithefature®dfithedeedsee@iscussiondelow)®thelientdunds@vere@aid®o®hedawyer,@hedawyer@nayibel
required@o@nake@@efund@o®helient@singthisBriherBwnEunds.?

InBddition®Eovoidinglearly@xcessivedees,B@lawyer@nust@epositnyFunds@hatielongo@&lient@n@hedawyer's?
trust@ccount.Rulefl.15-2(a).EThis@neanshat@nyayment®hat@emains@helproperty®fitheklient@intil@arned,?
usuallyy®he@erformance®fdegalBervices,@nuste@epositedinto®hedawyer's@rustBccountndi@naymhotiber
withdrawn@vithout@heXlient's&onsentintil®arned.AVhen@hedawyerds@ischarged,@ny@money®hat@emainsnl
depositn@hefrust@ccount@nustieBaidiback@oEhelXlient.B

Finally,Badawyer@nust@ealthonestly@ndFairly@viththismriherlientstinddhould@iveR&lientBufficient@nformation?
to@nake@easonable@ecisionsbout®he@epresentation,@Ancluding@ecisionsBbout®hedee@rrangement.BeeRulel
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1.4BndRule®.4(c).B

A. Survey of the Opinions

RPCBHO0GholdsEhat@Eawyerinay@hargendollect@@eneral retainer asonsiderationdorhe@xclusivelise@®@hel
lawyer'sBervicesAn@@particular@natter.Buch@etainersBEreBometimeseferred@o@si trueetainers"becauseihel
money@sEpaidforhothingmore®@han@he@eservation®fhe@awyer's@ime;RhefegalBervices@providedibyRhedawyerr
areBeparately@ompensated.frheBpinion@istinguishes®@he@eneral@etainer@from@n@idvance payment asfollows:(l

Indts@ruestBense,BRetaineris@noney®o@vhichBn@ttorneyds@mmediately@ntitled@ndBhouldEhotie@lacedinhel
attorney'sirust@ccount.BAP retainer"@vhich@sGctually@RepositbyRhelient®@nEdvanceaymentDfafeefotbel
billed®nEnthourlyiasis@sthotibayment@o@vhich@hefttorneyis@mmediately@ntitled.AtEs@Eeally@Becurity@epositl
andBhouldbe@lacedd@n@®he@rust@ccount.BAsEhe@Ettorney@arnsthedee,®hedundsBhouldibe@vithdrawn@romEhel
account.

RPCEL58holdsEhat@n@dvance payment toRHawyerforBervicesRobeFendereddn@heduture,An®hebsence@®fEnk
agreement@vithhe&lient®hat®hefpaymentds@Earneddmmediately,As@Rie positBecuringthe@aymentd@Eeelvhichi
isiyet@olbeRarned.BsBuch,d@tdemainsEheiroperty®fithelienttand@nustie@epositedin®hedawyer'srustl
account.Feei/so2005F EOF 3Eminimumdeehatds@ollected@mtEhefeginning®ERepresentationBnd@villdbebilledr
against@t@@awyer'segularthourly@atelstheither@@Eeneral@etainerfhor@latfee;®herefore,@ninimumEee@emainsi
the@lient's@noney@intil@arnedbyXhe@rovision®filegalBervices@ndEnust@emain@®nRlepositAn@he@rustEccounts
until@arned).@

RPCRL58khlsorholdsEthatFaflawyerEmayithargePanditollecttalflat fee forkrepresentationfBonkaBpecific,Riscretellegall
task@BuchBas@esolutionfBarafficAnfraction. AfthelientEagreesthat®he@noney@epresentstalatFeeoBvhichEhel
lawyerBisBimmediatelyRentitled,ZtheflawyerEmaykpaytthePmoneyolhimselfEbrzherselfforlepositftheBmoneyRinthel
firm's@eneralfperatingEccount@ather@han@heFirm@rustEccount.fTheBhgreement@f®hellient®hat@helatFeedsa
earned@iponBaymentis&ritical.Erhe@®pinion@varns,thowever:&

[w]hether@hefee@ortionds@iepositedin@heirust@ccount@®riaid@ver@o@helperating@ccount,Enykl
portion®fEhefee@vhichdslearly@E@xcessive@nayibeefundable@®oheilient@ither@tEheRonclusion@®Ehel
representation@®rRarlier@fdthe@awyer's]BervicesBre®erminatedibefore@he@ndmbhe@Engagement.ll

97FEOABMplifiestheefinitionsFor@he@eneral retainer andheFlat fee.BothRypesdfFees@nayie@harged@nd?
collected@t®heleginning®fERepresentation@nd@re@onsidered® presently@®wed"RoRhe@awyer.fTheyeneral
retainer isfla@aymentfforheeservation®@he@xclusiveBervices®thefawyer@hich@sthotised@o@ayFor@hel
legal@ervices@providedibyEhedawyer."'dCitingBnd@juotingRulell.15-1,@mt.[4].]@I TheRrue@EeneralXetainer#indsk
general@pplicationdn@hoselnstances@vhere@orporatelients,@nerchantsBribusinessmenthave@E pecifictheed@ol
consulthed@awyer®n@@Eegular®ri@ecurringfasis."Erhe®pinion@dmonishes®hat@@eneral@etainer,dikelIBther?
fees,@nustthotielearly@xcessiveBnd® [w]hat@s@ustomarily@hargedd@n@imilarBituations@nay@etermine@vhetherf
aBpecifictrue@eneral@etainer@s@learly@Excessive."d

Aflat fee mayibe@arned@t®hebeginning@®f@he@epresentation@ndisihayment forEpecifieddegalBervicesolbel
completed@vithin@@easonableBberiod®@ime."# [T]hiskypeffeelrovidesE®conomic@alueohelienttand@hel
lawyer@likefbecausedt@Enables@heilient@oEnow,AnEdvance,®he@Expense®fithe@epresentationEnddtFewardsther
lawyer@or@fficientlythandling@the@natter."AHlatHee@rrangementdst customarily@dentified@vithdsolated?
transactionsBuch@Es&epresentations®nRrafficitations,RlomesticBctions,@riminal@harges,End@ommercial?
transactions."Thelatfeedsollected@Et®heleginning®fhe@epresentation,Ereated@s@noney@o@vhich@hedawyer
isAmmediately@ntitled,@nd@paid@oEhedawyer®r@iepositeddn®hedawyer'sEeneral@®peratingEccount.i

TheBpinion@ecognizes@hat@Fawyer@nayXharge@lientthybrid fees.Buchthybriddeesdncludeiaymenthatds
part@eneral@etainer®riflat@eend@artBidvance®oBecure@®hefpayment®ifeesyet@olbearned. AViththybridifees,
onefportiondfthedeedsEarneddmmediately@nd®he@ther@portion@emains@heilient'siroperty@nd@nustibe
depositedd@n@®herust@ccount®olbe@vithdrawn@s®arned.F ThereBhouldibelearfgreementbetweenhedawyer
andhelient@sRo@vhichBortion®f@hefpaymentds@ERrue@Eeneral@etainer,Br@dlatfee,and@vhich@ortion@Ehel
paymentAsEnEdvance.BAbsentBuchEnZgreement,®@he@ntire@baymentinuste@epositedinto®heRrustccount?
and@villbe®onsidered@lient@undsintil@arned."B
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Withegard@ondvanceBayment,EheBpinionZeiterates:?

[t]hefunds@dvancedbyheilient@nd@eposited@n@he®rust@ccount@naybe@vithdrawnibyEhedawyer
whenarnedby@hefperformance®fillegalBervicesnibehalfbf@heitlient@ursuant@o®he@epresentation?
agreement@vith@heXlient.Revised®RuleFl.15-1(d).Bhould®helienterminateheielationship,Ehat?
portion®fEheFdvancefee@epositeddn@hedawyer's@rustBccount@vhich@s@inearned@nustibeefunded@ol
thelzlient.?

2000FEOBBrohibitsthe@ise®fthedermi nonrefundabledee"@nHeetgreements@vhileurther®Ilucidating®hel
differencesthetween@eesRarned@t®hedeginning®f@EepresentationBndiaymentsEhat@reBecurityfor@Heel
which@sFet®obeRarned.frhepinion@®mphasizes®hat@HawyerEnay@reatBndvanceaymentGsEnEarnedfeel
(and@leposit®he@noneyi@n@heirm'sBperating@ccount)only@fithe@lientEgrees®hatithe]dayment@naydbereated?
asEarnediby®hedawyer@vhendtds@aid."ErheBpinion's@nost@mportantiaragraphs@mphasizehatEheredszRiuty?
to@efundiany@ortion®fEfee®hatislearly@xcessive@egardlessbfhelfypefeehat@vasiaid"End,®herefore,?
nofeelis@ruly@onrefundable.B' ToRallBuch@EBBayment@Enonrefundableee'dsHalseBind@nisleading@n@iolation@l
Rule.1."MHowever,BHawyer@naytgree@vith@lient®hat? someriliDfFee@naydbeorfeitedinderertaink
conditionsbut®nlyd@fthe@EmountBoForfeiteddsEhotlearly@xcessive@ndight®fdhe@ircumstancesEnd&IIBuch?
conditions@re@easonable@Endfairiohellient."?

Ratherthanzalling@latFeef nonrefundable,"®he@piniondnstructs@fawyer@oiefer@oBuch@Fec s prepaid flat
fee."®

B. The Types of Fees and Their Characteristics
Based@ipon®heBurvey®fitheRthics@pinions,@hesere®heltypesfeesthat@Erepaididn@dvance@ndiheir
characteristics.?

Advance Payment: a@leposityRhelient®@noneyEhat@villbebilledEgainst,AisuallyBnEnthourlyiasis,@sHegald
services@reprovided;thotEarned@intildegalBervices@re@endered;@epositeddn@heR®rust@ccount;@inearnedd
portion@efunded@ipon®he®ermination®fithelient- lawyerelationship.?

General Retainer: consideration@aid@theeginning@®fE@epresentation@o@eserve@hexclusiveBervices R
lawyerbutfhotRised®ofayHorctual@epresentation;FEenerally@ised@vhen@orporate®ribusiness@lientstaveE
specifictheed®oRonsult@awyer®n@Eegulariasis;Earned@iponiayment;@aid@odawyerr@iepositedd@ndirme]
operating@ccount;Bomerlidfthe@etainer@sBubjectoefundidf@learly@xcessive@inder@heircumstancessk
determined@pon@he@ermination®fithellient-lawyerelationship.&

Flat Fee or Prepaid Flat Fee: feeBpaid@tEhelbeginning®f@@epresentation@orBpecifieddegalBervicesBn@Rliscretel
legaltask®riAsolated®ransaction®oibe@ompleted@vithin@@easonableBamount@®f@ime;HeelaysHor@ldegalBervices
regardless®fheBamount®f@ime®hedawyerZxpendsn@helnatter;dfitlient@onsents,@reated@s@arnedn
immediatelyGand@aiddo®hedawyer®r@lepositeddn@hedirmB®perating@ccount;BomerizlmbfithedlatfeelsBubjectr
toefundif@learly@xcessive@inderi@heircumstances@s@eterminedaipon®heermination®fhellient-lawyer
relationship.

Hybrid Fee: fee@aid@tEhefeginning®fB@epresentation@hatAs@n@art@EeneralXetainerridlat@eenddn@artzni
advanceayment@oBecure®helfpaymentbfifeesFetRolbeRarned;Dnefportion®Dfhedeeds@arneddmmediately@nd?
thel®ther@emains@hellient'siproperty@®n@epositAn@herustBiccount;Rlient@nust@onsentBind@gree®o@helportiont
thatis@@latFee®r@@eneral@etainer@nd®arned@mmediately;Ainearnediortion®fthefdvance@ayment@efunded?
upontermination®fhelient-lawyerelationship;Hlatdee/general@etainer@ortionBubject@oefunddflearlyr
excessivefinder@®heircumstances@s@leterminedflipon®heermination®fheitlient- lawyer@elationship.@

C. Reconciling the Opinions
Ifhered@s@Beeming@nconsistency@n@he@thicspinionsAtErises@rom@he&trictdformulation®fhe@eneraletainer.?
Afawyerls@llowedRoRhargeEeneralXetainer@s@onsiderationdor®he@eservation®fthedawyer'sBervicestand@ol
treathe@noney@s@Earnedd@mmediately.But®helientdsmhotBiven@RreditforduturedegalBervicestlip®okhe®aluel
offtheetainer.frhisBtrikes@nanydawyers@s@etrimental@oheXlient'sAnterestsEndtthasdead@ohereation@ T
hybrid#ees.tTheBtrictormulation®fthe@eneral@etainerfhastbeenEnaintainedby@hefEthicsLommitteeforEhreel
important@easons.AtGvoidsEhelient@onfusion®hatd@s@ngenderedifE&lientds@old®@hat@Eaymentioth@eserves
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the@awyer'sBervicesBind@aysForfuture@epresentation.@AnGddition,@equiring@Eeneral@etainersoieBeparate@ndr
distinct@rom@dvancefees@neansithat,@fEnEdvancefeedshargeddorfuturedegalBervices,@heredsiholpenalty®or
thelXtlientdor@eciding®oRhangelegal@ounselibefore@®hedvancedeels@Exhaustedznd,Af@mEefunddswed@oihel
clientecausexpectedBervicesthavehotbeeniperformed,@he@noneys@eadily@vailablefn@EheRrustEccount.B

Uponfurther@eflection,®heEthicsfLommitteethas,thevertheless,@etermined®hatitAsA@nEheilient'sdAnterestiol
receivelegalBervicestipEoheWalue®D@FEeneral@etainerfprovided@helientFully@inderstandsEndzgrees@hat@hel
payment@heXlient@nakes@Ethelbeginning®fthe@epresentationdsEarnediby®hedawyer@vheniaid,@villzhotibel
depositeddn@ErustBccount,Bndds@nlyBubject®o@efundifthe@hargefor@eservingthedawyer'sBervicesdask
opposediotheRhargeforhedegalBervicesiperformed)dsiXlearly@xcessive@inderhe@ircumstances.fThisthewlyR
acknowledgedformmfee@ayment@nadeiyitlient@t®hefbeginning®f@Eepresentation@villbeeferred@®oRsER
minimum@eendhave®hedollowingharacteristics:@

Minimum Fee: consideration@aid@Et®hefeginning®bf@@epresentation@oeserve®he@xclusiveBervices@@awyer;?
lawyerrovidesdegal@ervicesipohe@alue®f@he@ninimumiee;@arned@ipon@ayment;Baid@odawyerri
depositedindirmBperating@ccount;BomelriliBfRhe@ninimumieelsBubject@oefundif@learly®@xcessive@inder?
theRircumstances@s@etermined@iponiheermination®f®@helient-lawyerZelationship.?

Tohe@xtentZnyBbreviousZthics@pinionds@nconsistent@vith@hisBpinion,AtAs@verruled.?

D. Model Fee Provisions: Introduction
TheRules®fProfessional@onduct@ofhot@equirefee@greements@oiben@vriting@inless@hefeefs@ontingent®nkl
the®utcome®fithe@natter.RRulefl.5(c).Thedees@iscussed@nhisBpinion@refhot@ontingentBndiechnicallyzEzl
lawyer@sthot@equiredoBputRlient'stgreement®oBayBuchFeesdn@vriting.MNevertheless,Bivenhelropensity
clientsol@misunderstand@heBurpose®fEBayment@nadeirioro®he@ommencement®fE@epresentationfanda
whetherBuchBpaymentvillbbeEefunded),Bdawyer@vouldibeprudentofput@n@vriting@EnyHeegreement@hat
requires@iXlient®ol@nake@@Payment@nEdvance.Bl

InGddition®oRxplainingBnd®btaining@he&lient's@onsent@oharge@heBpecifiediaymentsirior@ol
representation,@Eawyer'sivrittendeegreement@vith@lientBhould@IsoEontain@rovisions®hatdully@nd&learlyr
explainthowdees@nd@®xpensestre@hargeddncluding,butfhotdimited®o,®@hefollowing:thowdbillablefhoursGrel
calculated@ndi®he@ates@hargedperthourfor@heBervices®fithedawyersbridtaff@nembers@vho@vill@vork@nihel
client's@natter;@Bome@ther@nethod@dfbillingdsfised,Buch@salueilling, thowEheHeevillbe@etermined;Enda
theRxpensesfor@vhich®@helient@villbediable@Endfhow®heostfthose@Expenses@villbe@etermined.?

Model Fee Provisions
Notethat@heFfollowingbaragraphs@ontainduggested@ritecommendeddanguage.AawyersireBotequired®oisel
these@odeleelrovisions.l

Advance Payment

As@ERondition®fEhe@mployment®fdlawyer,ElientEgrees@o@eposit®a in@helXlient®rust?
account@naintainediby@awyer'siirm.Erhis@noneyds@E@epositBecuringaymentor@hellegal@vorkForTlient®hat?
willtbeBberformedibydawyerndtis/herBtaff.Aegal@vork@villbebilledBbn@nthourlyasisdor@®ther@ppropriatel
basis]@ccordingtoheBchedulettached@o®hisEigreement.lientBpecifically@uthorizesdawyero@vithdrawFundsh
fromlient's@eposit@n@hefrust@ccount@hen@aymentis@arnediby®he@performance®fdegalBervicesdorilient.R
WhenEheRlepositAs@Exhausted,Aawyereservesiheight@o@equirefurther@easonable@eposits@oBecurel
payment.Bawyer@villprovideflient@vith@dmonthly,Buarterly,Etc.]Eccountingduponequest]ForlegalBervices?
showingthellegal@ees@arned@nd®ayment@®f@hefeesiby@vithdrawal@gainstilient's@lepositdn@herust@ccount.Bl
ClientBhouldihotifydawyer@mmediatelyGfilient@etractsthis/her@onsent@o®he@vithdrawal®f@noneyFromilient's?
depositAniherustEccount®ofpayHoridegalBervices.AVhendawyer'sEepresentation@nds,Aawyer@villirovidelient?
with@@Evritten@ccounting®f@hefees@®arned@nd@ostsincurred,End@@efund@df@ny@inearned@ortion@®hel
depositithat@emains@n@heRrust@ccountiless@Expenses@ssociated@vith@he@epresentation].kl

General Retainer

As@BRondition®fheBmployment®flawyer,ElientgreesRo@payza toAawyer.ThisEnoneydszE
general@etaineraidibyTlientRoREnsure®hatfawyerstvailable®olient@nEheRvent®hatdegalBervices@retheeded?
nowriAnihedutureEndolnsure@hatdawyer@villthotEepresentEnyoneRIse@elative@olient'sdegal@natters
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withoutlient's@onsent.

Client understands and specifically agrees that:

the@eneral@etaineristhotbaymentForthedegalvorki@obeerformedbydawyer;?l
ClienttwillbeilledBeparatelyFortheBegalvorkierformedbyd awyerfandthis/herBtaff.AegalBvork@villbe
billed®nEnEhourlyfasisforBther@ppropriateiasis]@ccording@o®heBchedulettached®o®hisEgreement;
the@eneral@etainer@villbbe@arnedibydawyer@immediately@iponGaymentEndiville@leposited@nBawyer's?l
business@iccount@atherthan@i@lient@rust@ccount;Bandz

whenAlawyer'siepresentation@nds,Tlient@willdhotbe@®ntitled@o@efunddf@iny@ortionfdhe@yenerald
retainerinlessit@anibe@lemonstrated®hat®he@eneral@etainerislearly®@xcessivelinderhe@ircumstances.

Flat Fee (or Prepaid Flat Fee)
AsBRondition®f@heEmployment®fidawyer,Elient@greesRo@payDa todawyers@FlatFeedorEhel
following@pecifieddegal@vork@oibelberformedibyidawyerforTlient:Adescription®fidegal@vork]R

Client understands and specifically agrees that:

o thefflatfeeds@he@ntire@aymentForitheBpecifieddegalivork@obeerformeddydawyeregardlessfEhel
amount®ftimeRhat@tRakesdlawyer@oberformiheldegal@vork;thedlatdee@villtbeFarnedbydawyer?
immediately@ipon@ayment@Endvillbe@leposited@n@ awyer 'stbusiness@iccount@atherhan@@lient@rusti
account;Znda

o whenfawyer's@epresentation@nds,Elientavillhote@ntitled@o@efunddfiinyortionfdheflatFeeinlessR
(1)®hedegal@vorkd@sthot@Eompleted,@An@AvhichEvent@@roportionate@efundi@naybewed,Br{2)dtRantel
demonstrated®hat@heflatdeelsilearly@xcessive@inderheXircumstances.i

Minimum Fee

AsERondition®fEheEmployment®filawyer,ElientBgreesEobbayEhE todawyer.fThis@moneydszEl
minimumBfeeforithe@eservation®fAlawyer'sBervices;Rolnsure@hat@awyer@villBhot@epresentBnyoneIseelativel
tolient'sdlegal@natter@vithoutlient's@onsent;Einddordegal@vork@obefperformeddorTlient.d

Client understands and specifically agrees that:

o the@ninimum@ee@villbbeRarnedbydawyerdmmediately@iponBbayment@nd@willbef@leposited@n@ awyer's?l
businessBiccount@ather@han@itlient@rust@ccount;

o Lawyer@villirovidedegalBervicesolient®n@nthourlydasisdor®ther@ppropriatetbasis]@ccordingohel
scheduleittached@o®hisBgreementintilhe®alue@®fhoseBervices@s@Equivalent®o®he@inimumEee;
thereafter,Xlient@willbebilledforzheRegalvork@erformedbyd awyerfndbhis/her@taff@nZndhourlyasisdor
otherBppropriatedasis]@ccordingto®heXchedulettached®ohisEgreement;Znda

o whenfawyer's@epresentation@nds,Llientmwilldhotie®ntitled@o@mBefundif@iny@ortionfhe@ninimumiee, 2l
evenlfithedepresentation@ndseforelawyerthasibrovideddegalBervices®quivalent@n@alueo®he@ninimumi
fee,AinlessAt@anibe@lemonstrated@®hat®@he@inimum@eesitiearly@xcessivedeeinder@heircumstances.?

(17) 2009 Formal Ethics Opinion 4

Credit Card Account that Avoids Commingling

April 24, 2009
Opinion&ules@hat@@awfirm@nay@stablish@@redit@ard@ccount@hat@voids@omminglingtby@lepositing@inearnedal
feesAntoRhe@awifirm's@rust@ccount@nd®@arnedfees@nto®he@awdirm 'siperating@iccountirovided®heroblemfizl
chargebacks@siiddressed.l

Inquiry:
To@void@heRommingling®fitlientfunds@vith@@awyer's@wnFunds,Rulefl.15-2@DfheRules@Df@Professionall
Conductidequires@aymentsfinixeddunds,Ainearneddees,@nd@EnoneydvancedforEostsoe@iepositedintoR
lawyer's@rust@ccount,EindiaymentsforZarneddees@End@eimbursementsfor@Expensesdvancedibyawyeror
be@epositeddntoE@awyer'sBperatingccount.BAlthough@BHawyerBnay@cceptpayment®filegalfeestyxredit@ard,?l
iftheredstho@vay®o@istinguish@Rredit@ardiaymentdorEarneddeesbritostsBdvanced®Brom@ibaymentdor
unearnedfees®r@nticipated@®xpenses,@ElRredit@ardaymentsi@nustibednitially@epositedintoEhe@awyer's&rust
account.Earnedfees@End@xpense@eimbursements@re@hen@vithdrawn@romptly@BromEheRrustEccountForRleposit
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into®he®perating@ccount@BripaymentEohedawyer. @LPREA 29@NdRPCR47.1
1B

AbankZhasleveloped@&redit@ard@ccountBpecificallydor@awdirmsihatBeparates@nd@epositsiBbayments@fl
unearned@nd@arnedilient@undsi@ntofrust@nd®perating@ccounts@s@ppropriate.®Paymentsforinearnedfeest
(andHor@nticipated@xpenses)@re@eposited@irectly@ntoheiparticipatingdawirm's@rustBccountBnd@payments
for@arneddeesfand®osts@dvanced)@re@eposited@irectly@nto®hedirm's@perating@Eccount.May@Hdawyer?
establishBuchnZccount?d

Opinion:
Yes,@heBccountBatisfies@dawyer'sibrofessional@esponsibility@oZvoid@he@ommingling@fifunds.@tilization@fBuchl
an@ccount@oesthot@iolateRulefl.15-2(g)Bvhich@equiresimixed@unds@fundsibelongingto®hedawyer@eceiveddnt
combination@vith@undsielonging@o@Xlient)Robe@ epositeddnto®hedawyer'sirust@ccountntactnd,GEfter?
deposit,Ehefundsielongingo@hedawyer@ofbe@vithdrawn.fThedawdirmiredit@ardzccount@escribedin@hel
inquiry@eparates@hedundsirioroheir@leposit@nd,Rherefore,@he@undsrefhot@nixed@henieceivedibyhel
lawyer.Bl

AfawyerinayBet@ipBuch@n@ccount®nlyd@fhe@awyerisElsozbleEoRomply@vith@ 7FEOB@vhichEddressesredit
card@greements@hat@ive®he@rocessingtank@heuthority®Ro@ebit@ i chargefback"EnZccount@n@heRventzE
credit@hargeds@lisputed.fThe@®pinionBets@orth@hefollowinglternative@vays@oBafeguard@lientFundsEn@iErust?
account@henhe@redit@ardzgreementEivesEhebank@heuthority@o@ebit®he@awyer's@rustBiccountForzez
chargebackiylient@vithout@riorhotice®o@hefawyer:Ll

e attemptRolhegotiatenEgreement@vith@hefbank@hat@equires@hefbankZo@ebitEinBccounttherhanl
thelErust@Bccount@nEheRvent®DfERhargeback;?

e  maintain@Beparate@emand@iepositBccountinZn@mountBufficient®oRoverEnythargeback;

e request®hat@helbank@rrangeninter-account®ransferBuch®hat®hedawyer'speratingccount@villbel
immediately@ebitedin@®hevent®f@Ehargeback@gainst@herustccount;@ri

e  establish@RrustccountForEheBoleBurpose®@eceiving@dvance@aymentsiyredit@ard@hich@villbel
transferred@mmediately@o@he@awyer's@primary@rustBccount.i

Asfhoteddn@®7FEOD, B [u]nder@lIRircumstances,BAawyerdsEthically@ompelled®o@rrange@or@@ayment@fromehisk
orther®wn@undsrromBomeitherBource)@ohe@rust@ccountBufficient®oRover®@he@Xhargeback@n@heRvent?
that@Rhargeback@eopardizes®hefundsbfbthertlientsBn@epositinEheiccount."fherefore,Bbrovided®hedawyer
canRomply@vithEheXequirementsBetForthAnD7FEOD,Ehelawyernay@stablish@Rredit@ard@Eccount@®hath
deposits@unds@ntoBeparateccounts.?l

Endnote
1.@neBuch@ccounts@heflawFirm@Berchant@\ccount99a@vhichis@fferediby@\ffiniscape@MerchantBolutionsink
association@vithBankDfAmerica,INA.G

(18) 2011 Formal Ethics Opinion 7

Using Online Banking to Manage a Trust Account

January 27, 2012
OpinionBrulesthattollawEfirmemaykluselbnlineEbankingftoPmanagebitsRtrustticcountstprovidedtthelfirm’semanaging?
lawyers@iretegularly@ducated®nEheBecurityisks@ind@ictively@naintain®nd- userBecurity.P)

Inquiry:

MostibanksEndBavings@nddoansiprovide onlinefanking”@vhich@llowsRustomersfo@ccessEccountsEnda
conductinancial®ransactions®ver®helinternet®n@Becure@vebsite@®peratediby®hefbank@rBavings@nddoan.k
Transactionsihat@aybe@onducted®ia@®n-linefbankingi@nclude@ccount-to-account@ransfers,Baymentsiohirdr
parties,@vireransfers,Bind@pplicationsfordoansEndmhewccounts.@nlinefanking@ermitsisers@o@iewecentl
transactions@nd®iew@nd/or@ownloadZleared@heck@mages@ndibankBtatements.BAdditionalBervices@Enay@ncludel
account@nanagementBoftware.?

Financial@®ransactions@onducted®ver@helinternetreBubject@oheiskdftheftiythackers@nddther@omputer

criminals.@Given@he@uty@oBafeguard@lient@roperty,Barticularly@hefundsEhat@&lient@epositsi@n@Eawyer’siErust?
account,@nayBEdawdirmRise@®nlinefanking@o@nanage@irust@ccount?
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Opinion:
Yes,provided®@helawyersfise@easonable@arefo@minimize®heiskBfAossrikheft®fiElient@propertyBpecifically@
including®he@egularducation®fhedirm’s@nanagingdawyers®n@heiver- changingBecurity@isks@fnlinel
banking@nd®helctive@naintenance®f@nd-userBecurity.?

Asthotedd@ndProposed]2011FEQBD,Bubscribing@oBoftwarefis@iBerviceWhile@F ulfilling@theuties@fiConfidentiality?l
and®Preservation®fiTlient®Property,@hefise®fRhelinternet@o@ransmitfindBtorelient@atafor,@n&his@nstance,
data@boutlient@roperty)resentsBignificanthallenges.@nhis@omplex@nd&echnical@nvironment,BEawyer
mustielhbleRoulfill®hediduciary@®bligations®oBbrotect@onfidential@lient@nformation@nd@propertyFrom@iskD
disclosurendioss.trhe@awyer@nustirotect@gainst@ecurity@veaknesses@iniqueohednternet,articularly@end-
user”’®ulnerabilities@ound@n@hedawyer’swnHawffice.fThefawyer@nustlsoRngagelin@requenttand@egular
education@boutheBecurity@isksBresentediby®helnternet.?

Rulel.15@&equirest@awyerfolpreservellient@roperty,Ro@eposititlientFunds@Entrusted@o@hedawyer@nEBeparatel
trust@ccount,End@o@nanage®hat@rust@ccount@ccording@oBtrict@ecordkeeping@ndirocedural@equirements.Beel?
also®RPCR09notingthegeneralfiduciary@uty®oBafeguard®hebroperty®Df@Rtlient”)And®8FEOEL S5HrequiringE
lawyero@xercise due@are”@BvhenBelecting@lepositoryibankForErust@ccount).EThefulefsBilent,thowever,Ebout?
onlinefanking.?

Nevertheless,@®nlineanking@naybefised@o@nanage@lient®rustBccountifthe@ecordkeepingnddiduciary®
obligations@nRule.15&anBbeHulfilled.fThe@ecordkeepingequirementsforirust@ccountsBreBetForthAnRulel
1.15-3.Rulef.15-3(b)(3)Bpecifically@equires@dawyer@o@naintain®hedollowing@ecordsielative@oheRransfer@fl
funds@rom@herustBccount:

alld@nstructionsriuthorizationsoransfer,@isburse,BrAvithdrawfundsFromiherustBccountdincluding?
electronicransfersr@lebits),Br@@vrittenBrzlectronicecord®dBnyBuch@ransfer,@isbursement,Bri
withdrawal@howing&he@mount,@late,Bind@ecipient®f@heransfer®ri@iisbursement,@nd,@nEheRaseb R
general@rust@ccount,@ElsoBhowing®hefhame®fithelient®rbther@erson@o@vhomEheFundsibelong;a

Ifhe®nlinefbankingBoftware@oesthot@rovide@Enethodfor@naking@n@®fficialdbank@ecord®fthelequired?
information@vhen@noneyis&ransferredd@rom@he@rustBccount@o@nother@ccount,Buch@ransfers@mustiethandled?
byEEnethod®hat@providesthe@equired@ecords.i

ToulfillRhefiduciary@®bligations@n@Rulefl.15,EFawyer@nanaging@irustBccount@nustise@easonable@areol
minimize@he®isksEoXlientFundsBn@epositAnEherustEccountiby@emainingducated@s@o@he@lynamicisks
involvedini®nlinefanking@nddnsuring@hat@hedawirminvests@n@roper@rotection@nd@nultipledayers®bfBecurity
toEddresshoselisks.BeedProposed]2011FEQH.A

Afawyer@vho@s@nanaging@@rustBccountthas@ffirmativeRlutieso@egularly@®ducatethimselfFs@o®heBecurity@isksi
ofbnlinelanking;®ofctively@naintain®End-userBecurityGtEhe@awdirmEhroughBafety@racticesBuch@sEtrong?l
passwordioliciesind@rocedures,@he@ise@®f@ncryption,EndBecurityBoftware,Bind@hethiring®f@nA@nformation
technology@onsultant@odvise®hedawyerBrfirm@Employees;EndRol@nsure®hat@lIBtaff@nembers@vho@ssist@vith
thel@nanagement@fherust@ccount@eceiveraining@®nndEbidey®heBecurity@neasuresdoptediby@hedirm.zl
Understanding@heontract@vith@he@lepositorybank@nd@hefise@®f@he@esourcesEnd@xpertisefivailabledromihel
bank@re@ooddirstdteps@owardFulfilling®hedawyer’siiduciary@bligations.?

Thispinion@loesmotBetForthBpecificBecurity@equirementsibecause@nandatoryBecurity@neasures@vouldXreaten
falseBense®fBecurity@n@EnRnvironment@here®heRisks@EreRontinually@hanging.Anstead,@uelliligencend?
frequentBindegular@®ducation@re@equired.BdawyerfnustFulfillthisFiduciary@®bligation®oBafeguard&lientfundsk
byEapplyingtheBameRliligence@nd@ompetency@o@nanageheisksBEn-linefanking®hat@Hawyerds@equired@or
apply@vhen@epresentingllients.?
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(19) 2013 Formal Ethics Opinion 13
Disbursement Against Funds Credited to Trust Account by ACH and EFT
January 24, 2014

Opinion&ules®hat@@awyerinay@lisburse@mmediately@igainst@funds@hati@ire@redited@o@he@awyer’srust@ccount?
by@iutomated@learinghouse@ACH)&ransfer@ind@lectronicBunds@ransferfEFT)@lespite®he@iskdhat@n@riginator
may@nitiate@@eversal.kl

Inquiry:

The@;riginator@;f@n@utomatedli’clearinghouselleCH)Eiransferéor@n@IectronicE]undsEIlransferEﬂEFT)Eca nAnitiatea
reversalbfthe®ransaction.Bowever,@he@eversal@nustibe@equestediby®helriginatingtank@nd@pprovedibyihel
receivingtank.@BVhen@ibank@eceivesEeversal@equest,dtitypically@villZittemptRobtain@uthorizationdFrom@hel
individual@vhose@ccount@asreditedibeforeaking@&eversal.&l

May@Hawyer@isburse@mmediatelyGigainstfundshat@reredited@other®rustBccountiyACHRIEFTEMherelsk
somel@isk@hat®@he@riginator@naylnitiate@Xeversal?

Opinion:
Yes.@ElectronicEundsiransfers,@vhetherfA\CHBDEFT,@re@esigned@o@nakedunds@vailable@mmediately,dike@vired?
funds.@While®here@sBomeisk@hat®helriginator@naydnitiate@@eversal, RheRiskbfdeversaldsBlight.@Moreover,®hel
lawyerBhould@EetthoticedromiEheeceivingfankin@ime®oRakection®o@revent@heeversal®rdtherwiseol
protect@®theritlientfunds®n@epositAnEheRrustEccount.Bee, 2. g.,B7FEODHlawyerinaycceptBaymentsio@E
trust@ccountiby@redit@ard@Ithough®helbank@sEuthorized@oRebitEhefrust@ccount@n@heRvent@Rredit@arda
charges@isputed).?

AawyerfsthotRuiltyBfBbrofessional@nisconduct@fhatdawyer,Mipondearning®hatEnEACHRD rEFTEhasbeen@eversed,
immediately@ctsEo@protectthefundsBfhedawyer'sitherlients@nRepositAn@herustBccount.BThisEnayibel
donelbyersonally@epositing@he@undsthecessaryoddresshefieficit@reatediby®he@eversal®ribyBecuring@r
arrangingBayment@BromBources@vailable®o®hedawyer®ther@han@rustBccount@undsbf@ther@lients.Bee@PCE
191.8

Nevertheless,@&hecks@rawnBn@RErustccountBhouldhoteonverted@oBCHBbecause@hedawyervillfhot@eceivel
abhysical@heck@®r@@heck@magehat@anibeRetained@nBatisfaction®fthe@ecord-keeping@equirementsinRulel
1.15-3.Thefransaction@vill@ppear®nEhedawyer's@rust@ccountBtatementRsEnBACHRebitAvithdimited?
information@bout®hefaymentde.g.,@ollarBimount,@atefprocessed,riginator®fthePACH@ebit).ForEhisEeason,
lawyers@re@equired@oflisefusiness-size@hecks@hat@ontain@n@uxiliary-On-UsHield@nZhe@MICRAine®ftheRhecka
becausehese@hecks@annotibeonverted@ofACH.BeeRulefl.15-3(a).R

See@enerally®Rulell.15,Rommentsd17]End{ 18]
Endnote

1.@When@Baperheck@s@onverted@oEnZutomated@learinghousedACH)Rebit,@#heRheck@sEakenither@thel
point-of-sale®rihrough@he@nailforfayment,®he@ccountinformation@s@apturedd@rom@he@heck,Bndz:nA
electronicransactionfsreateddorayment®hrough®heBACHBystem.frhel®riginal@hysical@heckd@siypically®
destroyediby®he@onverting@ntityfalthough@En@mage@®fhe@heck@naybeBtoreddor@Rertain@eriod®bfime).BAR
lawHirm@Enay@onvert®hel@aperheckshatdtEeceives®nibehalfERlient®rERlient@natter@orayment@oihel
trustBccount®hrough®he@ACHBystem.Rl

Authorized®ACH@lebitsErom@herustBccount®hatBre®lectronictransfersBffundsin@vhichBhoRheckszrel
involved)@re@llowed@rovided®he@awyer@naintains@@ecorddfithe@ransaction@s@equirediby®Rulell.15-3(b)(3)2
andfc)(3).fTheecord,Bvhether@onsisting@®hednstructionsBriE@uthorization@o@ebithe@ccount,EEecord@ri
receipt@fromihe@egister®f@eedsr@dinancial@nstitution,Brithedawyer's@ndependent@ecord®bftheransaction,
mustBhowRheEmount,@ate,Eind@ecipient®fheransfer®riisbursement,End,An®EheRaseD@Eeneral@rust?
account,@ElsoBhowhefhamedftheltlient®ridtherperson@o@vhomiEhedundsibelong.?
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(20) 2015 Formal Ethics Opinion 6
Lawyer’s Professional Responsibility When Third Party Steals Funds from Trust Account
October 23, 2015

Opinion@ules®hatavhenFunds@ireBtolengFrom@idawyer’s@rust@ccountiy@@hirdgarty@vholisthot@mployedarl
supervisedby@heBawyer,@ind@helawyer@vas@nanaging@he@rust@ccountin@ompliance@vithEhe@Rules@ i
Professional@onduct,@hedawyersot@rofessionally@esponsibleBforeplacing@thefundsBtolengFrom@he@iccount.

NOTE: ThisBpinionds@imited@odawyer’s@rofessional@esponsibilitiesf@ndisthotintended@oB pinen@Eawyer’sk
legaldiability.&l

Inquiry #1:
John@oe,@Rhirdparty@inaffiliated@vithdawyer,@reated@ounterfeit@hecks@hat@vereddenticalofawyer’ sErust?
account@hecks.Bohn@oe@nade®heRounterfeit@hecks,Bburportedly@rawn@Bnilawyer’s@rustEccount,fayabledol
himselfBindiresented@he®ounterfeit@hecksforpayment@tBank.Bankfhonored@omemfEheRounterfeit@hecks.?
As@Ronsequence,tlientfundstheldibydawyerdnthis@rust@Bccount@vereitilizeddorBn@inauthorized@urpose.
LawyerBroperlyBupervisedillthonlawyerBtaffparticipating@n@he@ecordkeeping@or@heirustccount.dawyerl
also@aintainediherust@ccount@ecordsBand@econciled®@hefrustccountBas@equiredibyRulefl.15-3.Aawyerthad?
noknowledge®fithedraud@ndihadhopportunity@o@revent®he@heft.?

Doeslawyerthaveiprofessional@esponsibility@o@eplace@heFtolenFunds?

Opinion #1:
No.B

Afawyer@vhoeceives@undshatibelong®oElientEssumesihelesponsibilities®@Fiduciary®oBafeguard@hosel
funds@Endo@reserve®heldentity®fhe@undsiby@lepositing®heminto@@esignated@rustBccount.Rulefl.15-2,E
RPCA91,EAnd®7FEOMD.TheEesponsibilitiesBf@diduciary@nclude@®he@uty@oRnsure@hat@heunds@fE@particular?
client@refised®nly®oBatisfy®he@bligationsfhat&lient. RPCAI1ENdD7FEOD.Rulell.15-3Fequires@iawyerol
keep@ccurate@ecordsf@he@rustccountBnd®o@econcile®heR®rustBccount.BAdawyerthas@En@bligationEoEnsurel
that@nyhonlawyer@ssistant@vithBccess@ohe®rustBccountdsBware®he@awyer’s@rofessional@®bligations?
regarding@ntrusteddfunds@ndAs@roperlyBupervised.Rule.3.R

Ifdlawyerthas@nanaged@®hefrust@ccount@nBubstantial@ompliance@vithEheRequirements@ftheRulesDfE
Professional@onductifseeulesfl.15-2,F.15-3,E@nd®.3)dbut,Bhevertheless,As@ictimizediby@Ehirdarty®heft, @
Lawyer@sthot@equired@o@eplace@®heBtolenFunds.df,thowever,Aawyerfailed@oFollowEheRulesBf@Professional
Conduct®nRrustBccountingndBupervision®fBtaff,Eand@hedailurel@s@@proximate@ause®dftheft@rom@heRrust
account,dawyer@nayibelprofessionally@®bligated@o@eplace@he®tolendunds.lLompareRPCA 9 1Fif@Hawyerl
disbursesgainstirovisionally@redited@unds,®@he@awyersEesponsible@or@eimbursing@herust@ccount@orZEnyr
losses@ausediby@isbursingfbefore®hedundsiredrrevocably@redited).kl

Under@lI@ircumstances,Aawyer@nustBromptly@nvestigate@hel@natter@ndEakeBteps@olprevent@urther@heftsH
entrusted@unds.flawyer@nustBeek@Dut@EveryGvailable@®ptionfo@emedyRhe®ituationd@ncluding@esearchinghel
lawRoRetermineldfBankdsdiable; "communicating@vithBank@EoRliscussBank’sHiability;BskingBankRoReterminedfE
theresAnsurance®o@overhedoss;@onsidering@hether@tAsEppropriate@olose@®herustBccount@ndiransfer
thefundsoBhewirust@Eccount;Bind@vorking@vithdaw@nforcement@o@ecoverihedunds.k

Inquiry #2:
Prioroearning®f@hefraudEnd@heftdromEheRrust@ccount,AawyerfGssuedBeveral@®rust@ccount@hecksior
clients@nd/orhird@partiesforhefbenefit®dERlient.@espite@he@®heft,Rhere@reBufficient®otal@unds@n@heRrust?
account@oBatisfy®he@®utstanding@hecks.BHowever,because®fheheft,Fundsibelonging@other@lients@villdbel
usedi@fithe®utstanding@hecks@reRashed.:

What@sdawyer’'s@luty@oBafeguard@he@emainingdundsin@®he@rust@ccount?i
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Opinion #2:
Lawyer@nustake@easonable@neasures@onsure®hatfundsibelonging@oneilientBrefhotAlised®oBatisfyr
obligations@o@notheritlient.Buch@easonable@neasuresiinclude,but@refhotdimited®o,®equesting®hat@Bankissuel
stop@aymentsBn@utstandingrust@ccounti@hecks;@rovidingBank@vithEdistBDutstanding@hecks@ndz
requestingthat@Bank@ontactdawyerieforefhonoringny®utstanding@hecks;@End@letermining@flBankisiiablel
and,@fBo,@emandinghe®utstanding@hecksibeoveredibyBank.Afdlawyer@eterminesBankisthotHiable@rr
liability@s@inclear,Aawyer@nust@naintain®heBtatus@uond@revent@urtherossibyhot@ssuingfhewrustEccount
checks.dfbayment@villbbeBtopped@dnihe@utstanding@hecks,Aawyer@nust@ontact®helpayeesndzlerthemolR
the@roblem.?

Inquiry #3:
Assume@heBamefacts@n@nquiry@2@xcept®heretrednsufficient@undsi@n@herustBccount®oBatisfy@hel
outstandinghecks.mMustdawyer@eposit@unds@nto®herustccount@onsurehat@he@®utstanding@hecksirel
notBresented@gainstEnEccount@vith@nsufficientdunds?E

Opinion #3
No.@AnGddition®ohe@emedial@neasuresisted@n@pinion@2,AawyerBhoulddhotify®he@ayeesdfllawyerknowsEl
that@he@hecks@villfhotlear.?

Inquiry #4:
Hacker@ainshllegalEccessEodawyer’s&tomputerthetworkEnd@lectronically@ransfers@heibalance®B@heFundsini
Lawyer’si@rustBccount@o@Beparate@ccount@hatAs@ontrollediby@acker.Aawyer’s@Erust@EccountEhowlhasZerol
balance.Alawyerthas@vrittenBeveral@rustBccount@hecks@olientsEnd/orthirddartiesdor@hefbenefit®flients.?
Because®fthetheft,@here@refdnsufficientfunds@n®herust@ccount®@oBatisfy®heButstanding@hecks.?

Doesawyerthaveli@rofessional@esponsibility@o@eplace®heBtolenFunds?a

Opinion #4:
No,AawyerGsihotibligated®@oeplace@heBtolen®Fundsiprovidedihetfhas@aken@easonable®are@o@ninimize®he@isksa
toizlient@undsby@mplementing@easonableBecurity@neasures@n@ompliance@vith@he@equirements@fRulefl.15.2

Rulefl.15@equiresE@awyeroBbreservelXlientroperty, Bo@epositlientfFunds@Entrusted®o®hedawyer@nzE
separaterust@Bccount,Eind®@onanage®hat@rust@ccount@ccordingoBtrict@ecordkeepingtand@rocedural®
requirements.foulfill@heiduciary@®bligations@nfRulelfl.15,BHawyerinanaging@&rust@ccount@mustisel
reasonable@are@ol@ninimize®he@isks@o&lientFunds@n@epositinEhe@rustBiccount. 201 1FEOHF B

INR2011FEOFEheEthicsELommitteeBpined®hatBHawyerthas@ffirmative@uties®o@ducatethimself@egularlyGsior
theBecurity@isks@fnlineanking;Ro@ctively@naintain@nd-userBecurity@t®hedawdirmiEhroughBafety@ractices?
such@sEtrong@passwordipolicies@nd@procedures,Ehefise®Bf@ncryptionEndZecurity@oftware,Eand@&hethiring®fEnk
informationechnology@onsultant®odvise®hedawyerBrdirmEmployees;Eind&odnsure®hat@lIBtaff@nembersk
whol@ssistAvith@he@nanagement®f@heRrusticcount@eceiveraining®n@ndEbidely®heBecurity@neasuresi
adoptediby@heirm.z

Ifllawyerthas@aken@easonable@are®o@ninimize®heRisks@oilientfunds,AawyerdsthotRthically@bligated@ol
replace®he®tolenfunds.df,thowever,Aawyerfailed@ofise@easonable@aredndollowinghe@ules®f@Professionall
Conduct®nrustBccounting@ndBupervision®fBtaff,EandRhedailure@s@E@proximate@ause®fheft@rom@heRrust
account,Aawyer@nayibelprofessionally@®bligated@o@eplace@heBtolen®Funds.?

Inquiry #5:
Lawyerfis@etained®oXlose@Feal@statefransaction.Prior@oEhelosing,Aawyer®btains@information&elevant@ol
thelosing,AncludingitheBeller’sthame@nd@nailing@ddress.Alawyerlso&eceivesdntofhis@rust@ccount@hefunds?
necessaryforihe®losing.Alawyer’sthormal@practice@Efter@helosingls@oecord®he@eed@End@isburse@®hedunds.@
Lawyerthen@nails@Rrust@ccount@heck@oheBeller@nEhe@mount®fitheBellerGroceeds.B

Hacker@ains@ccessoAnformation@elating@ohe@eal@stateransaction@ythacking@he@mailb @ ne@fheBbartiesd
(lawyer,@ealtor,®rBeller).Hacker@henreates@'spoof’@mailEddressthatd@s@imilar@oealtor’sBrBeller’ s@maild
addressdonly®nedetterd@s@ifferent).Hacker@mailslawyer@vith@isbursementinstructions@irectingflawyerol
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wirefundso®heBccount@dentified@nEhe@maillnstead®fEnailingBRheck@oRellert®heddress@ncludedini
Lawyer’sile@sBreviouslynstructed.“LawyerHollowsRhenstructionsin@he@mail@vithoutHirstdmplementing®
security@neasuresBuch@s@ontacting@®heBellery@honet®hefhonefhumberdncludeddniawyer’sfile@o@onfirme
the@viringfnstructions.BAfter@helosing@nd@isbursement,@he@rueBellerallsdawyerBnd@emandsthisfunds.z
Lawyer@oesRo@BankRo@equest@eversal®fEhe@vire.Bank@efusesoeverse®he@vireEnd@villthot@ooperate@ri
communicate@vith@lawyer@vithoutEBubpoena.il

While@ursuingtheriegal@emedies,@oesAawyerfhaveiprofessional@esponsibilityoeplace®heBtolen@unds?E

Opinion #5:
Yes.AHawyers@nust@ise@easonable@are@oBbrevent®hird@artiesdrom@ainingccess@olient@undstheldin@Eherust®
account.BAsBtatedd@n@pinion@#4,Aawyerfhas@Ruty@o@mplement@easonable@ecurity@neasures.dawyer@id@h ot
verify@the@lisbursement@hangebyallingBeller@t®he@®honefhumberistedd@n@awyer’sfile@®r@onfirmingBeller’s?
emailzddress.fThese@vere@easonableBecurity@neasuresi&hat,@@mplemented,@ouldihaveiprevented@heheft.?
Lawyerlds,®herefore,Bprofessionally@esponsible@Endi@nustieplace@®hedundsBtolentyfHacker.AfAtAsHater
determined@hat@Bank@sdegally@esponsible,BrAnsurance@oversiheBtolen@unds,Aawyer@naydbeeimbursed.@

Inquiry #6:
Whilepursuing@he@emedies@lescribedd@n@pinion@#2,@nay@awyer@lepositthistwn@undsiintohefrust@ccount?

Opinion #6:
Yes.l

Generally,mhoFundsibelongingoE@awyerBhallbe@eposited@n@Erust@EccountBrifiduciary@ccount®fithedawyer.?
Rulef.15-2(f).EThe@xceptionsEohelule@ermitthedawyer@o@epositFundsBufficientEopenBrEnaintain@nkl
account,Bay@nybankBervice@harges,Bripaynyaxdevied®n@heccount.dAd.ErhefExceptions@vere@xpandeddnt
1997F EO®@EoAnclude®helepositbfdawyerfunds@vhenBibank@vouldihot@outeredit@ard@thargeback@ebits®ol
thedawyer’sBperating@ccount.fThese@xceptions@o@helrohibition@®nRommingling@nabledawyers@oulfillhe
fiduciary@luty@oBafeguard@ntrusteddunds.?

Therefore,mhotwithstanding@heBbrohibition®nRZommingling,Aawyer@nay@iepositthisebwnEunds@nto®heRrust
accounto@eplaceheBtolenFunds@ntil@tAs@etermined@hetherhe@ankAsHiablefor@hedoss,Ansurancedsk
availableoover®hefoss,Brhe@unds@re@®therwise@ecovered.d@fdlawyer@lecides®o@lepositthis@wn@unds,hel
must@nsurehat@herustBccounting@ecords@ccurately@eflectheBource®fthefunds,®@he@easondorthel
deposit,he@ate®f®he@eposit,@ndEheilientthame(s)@nd@natter(s)For@vhichEhefunds@vere@eposited.

Inquiry #7:
Withegardoli@ftheBituations@escribed@n@his@pinion,Avhat@uties@loesdawyerBweRoRheilients@vhosel
funds@vere®tolen?R

Opinion #7:
Lawyer@nust@otifyhelientsfheheft@nd@dvise®hellientsfthe@onsequencesfor@epresentation;ihelpihel
clientsoAdentify@nyBourceBffunds,BuchEsbankiability@nd@nsurance,@ooverheirdosses;@efer@@lient’s?
matterfbyBeeking@&ontinuance,For@xample)dfthecessary®obbrotect®helient’sdnterest;@nd@xplain®o®hirdr
partiesBridpposingpartiestisthecessary®oirotect®helient’sAnterests.AfEtopEbaymentsEredssued@gainstl
outstanding@hecks,Aawyerinust®ake@®he@emedial@neasuresButlined@n@pinionsF1ZEnd@H 2R oRprotectthelient’s?
interest.Finally,Aawyer@nust@eport®the®heft@o®he@NorthiarolinaBtateBar’ st rustBAccounting@ompliancel
Counsel.B

Endnotes
1.Bee.g.MN.C..Gen.Btat.FH25-4-406.1

2.The@nquiryBssumesthatlawyerielieved@hat,by@viring@hefunds@o@heccount@esignateddn@he@mail,thel
waslisbursingthe@unds®o®heReller@s@equirediby®heBettlementBtatement.ErhisBpinion@oesthotddressithel
issuesfprofessional@esponsibility@aised@vhen@@awyerknowingly@nakes@isbursements@ontrary@o@Eettlement?
statement.@
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(21) Ethics Advisory 2217

Refunding Small Sums in Trust Account

October 23, 1998
Opinion&ules®hat@ttorney@nayiskiborrowers@ind@ellerso@igree@n@vriting@tovaive®he@eturnfiery@mall?)
sums,@specially@vherefittorneyearsBimilarisk@fdoss. el

Inquiry:
Attorneyitlosesthumerousiesidential@loans@n@vhichBttorney@eceivesdoaniroceedsEnd@isbursesihe@amel
according@o@BettlementBtatement®hrough@he&rustBccount®fAttorney.nEFewdccasions,BomedeesBuchZsk
taxesEnd@ecordingdees@Ere@inintentionally@niscalculated@isuallyFor@elatively@mallZmounts.BAttorney@voulddikel
toBskmborrowers@ndBellers@ogreeAn@vriting@oBvaive®heReturn@fZ 10.00@rAessRoR®liminateBttorney@rome
having®o@orward@hecks@n@Bmall@mounts@vhichthaveieeniostr@liscarded@®nirior®ccasions.Bttorney@vould?
alsomgree@odorego@mny@equestsdor@ompensationorBhortfalls@fE10.00@rdessHexce ptdordoaniayoffmounts,il
etc.).B

IfAAttorney@isclosesthe@bove@escribed@vaiveroliEpplicable@artiesindBuchi@artiestgree, @nay@Attorneyr
implement®his@olicy?a

Opinion:
Rulefl.15-2(h)®fhe®RevisedRulesm@Professionalonducti@rovides®hat@n@ttorney@nust@lisburse@roperty@ra
trust@undstheld®nibehalfdf@hellientEshelient@irects.?

TheRules@omhotEppear@oBrohibit@n@ttorney@From@equesting@hatlientsn@ccasiongreeo@vaive®he@eturn
oftertaini@nsubstantialBri@le@ninimis@mounts.Especially,@sthere,Avherefttorney@lsobears@ome@ninimaliisk@f
loss,BAttorneyBhouldibelhble®olproposehis@vaiver.d@fhefarty@riarties@nvolved@efuse®oigree@o®helvaiver,
thenB\ttorney@must@bidebyRheir@vishes.Rulefl.15-2(h);Beei/soEAD55.2

Notwithstanding®hebove,Bttorney&tillthasEn@bligationEo@nake@@properEccounting@®fElFundstheldAnthiskri
herrust@ccount.

(22) Ethics Advisory 2295

Trust Funds Held for Deceased Client

November 23, 1999
Opinion@ules&hat@ttorney@nust@omplyfiththelriginalfeefigreementForthe@epresentationdfidhe@leceasedl
client@isAtelatesEoR@xcessFunds.al

Inquiry:
Attorney@vasthired®@o@epresentlientd@nilient's@lomestic@lissolution.lient'sdatheraid@n@dvanceeedorxlient
of31,600,@ndRhefttorneybilled@gainstitsBervices@vere@endered®oClient.ET hisBnoney@vasilaceddnk
Attorney'sErust@ccount.Recently,Elient@vaskkilleddnEnRutomobileBiccident.BAfterlient's@eath,Llient'sFatherf
contacted@ttorney@boutEesolving@ndssueelating@onDutstanding@medicaliillForTlient®hat@vas@elated@o®hel
domesticction.DDfthedunds@riginally@leposited@nBttorney's@rustBccount@nibehalfdfTlient,2198BtillE
remained.May#undsBtillBn@eposit@nBttorney's@rustccountiellised®oayHorthedegal@vork@onefy@ttorneyl
atithe@equest®flient'sHather?a

Opinion:
Attorney@nust@omply@vith@heriginalfeegreementforhe@epresentation®fClient.dHe@nust@Isofberuthfuld@nt
his@lealings@vith@ll@ndividualsinterestedin®he&state®fiTlient.Afheriginaldee@greement@vithlient,Eandz
Client'siather,Brovided®hatny@xcess@unds@vouldibe@eturned@o@hefather,BAttorney@hould@sk@heatherf
whetherhose@xcess@unds@antbelised@oRover@heButstandingtill@vith@hedirm.AfZEowever,AtAvas@inderstood?
that@he@undsBrovidediby@ZheFather@verelprovided@sEFiftRofClient,BAttorney@nust@reat®hedundsEtillBn@eposita
in®heRrust@ccount@sAundsibelongingohestate®Tlient@nd@EctBccordingly.B
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APPENDIX B: EXAMPLE FORMS
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B1. Key Concepts Infographic

QUICK TIPS
ON
TRUST ACCOUNTING

NORTH CAROLINA STATE BAR

RECORD AUDIT TRAIL

|dentify acliznt on every item that
transfers funds into and out of the trust
account,

Promptly perform monthly and quarterty
reconcillations and guarterly transaction
reviews.

Using Client A's funds for benefit of
Client B is stealing from Client A.

FUNDS IN OPERATING ACCOUNT

Entrusted funds should never touch an
operating account until earned by the
lawnyer.

HT OF EMPLOYEES IS ESSENTIAL

Employees with access to the trust account
must be property supervised by a lawyer.

for more info: www.ncbar.gov

LY FUNDS AVAILABLE FOR EACH CLIENT




B2. Sample Client Ledger

Client:
Matter:

Description of Transaction
Rec (\) Number (Payor/Payee) Debit () Credit (+) Balance
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B3. Bank Directive on NSF Trust Checks

Rule 1.15-2(1) of the Rules of Professional Conduct requires a lawyer to direct each bank
where he or she maintains a trust account to notify the State Bar when any item' drawn on the
trust account is presented for payment against insufficient funds. To comply with the rule,
every lawyer or law firm that maintains a trust account must file a directive with the bank
where the account is maintained instructing the bank to notify the Executive Director of the
State Bar when any item drawn on the trust account is presented for payment against
insufficient funds. The notice form below should be used for this purpose.

Notice and Authorization:
Concerning Attorney Trust Account Checks
Presented Against Insufficient Funds

To:

Financial Institution

Pursuant to Rule 1.15-2(1), of the North Carolina State Bar Rules of Professional Conduct, you are hereby authorized and directed
to transmit immediate notice to the executive director of the North Carolina State Bar of any item drawn on the trust account(s) or fiduciary
account(s) listed below which is presented for payment against insufficient funds.

Acct. No. Acct. Name.
Acct. No. Acct. Name.
Acct. No. Acct. Name.
This the day of ,20
Signature

North Carolina State Bar
PO Box 25908
Raleigh, NC 27611 (print full name)

1uIeEl.15-1(j):Ii'l’ltem”l_?.ﬂenotes@nyljmeansl?brljinethodE{byI]/vhichlﬁunds@reI}’creditedEtolibrlil:lebitedEIfrom@n@ccount;lﬂor
example:@Rheck,Bubstitute@heck,@emotely@reated@heck,@raft,Avithdrawal®rder,ButomatedlearinghousedACH)@rE
electroniciransfer,®lectronic@r@viredunds@ransfer,@lectronicdmage®fEndtemEnd/orinformationi@nilectronic@orme
describingntem,DrAnstructionsEiveniniersonBribyEelephone,@nail,Britomputer.?
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B4. Opening an Account Checklist
WhenBbpeningRaltrustBaccount,ZheflawyermustPensurelthathelfollowingfrequirementsthreftompletedi checkZeachbox
whenZomplete):?

Requirements:

D TheBawyer@nustAiseBEbankFromEheINCAOLTARpprovedibankdist.Visit?l
www.nciolta.com/iolta banklist.aspdor@noreRetails.?l

Accountinustiise@heINCAOLTAR axADENumberfifibank@oesthotthavedt®nHile,Bbleasel
call§919)®B28-0477).0

Lawyerfinustdile@nENSFDirective@vithfbank,End&etain@&opyFordawyer’sEecords.?
AccountnustibedabeledZs@E TrustBAccount”Bn@ocuments,@eposit&lips,End&hecks.
Lawyerfinust@isefbusiness-sizel@hecks.dseeEttachedBample)d
Legible@heck@mages,@ront/back,BEre@ofbe@provided@ith®RhebankBtatement.B
Overdraft@rotection@nustibeisabled@®n@he@rustBccount.?
NoMebitards@reobedssueddoritheirust@ccount.?

Lawyer@mustfileBtatusil pdateForm@vithAOLTADffice.Rl

Signatureuthority@nay®nlybeFEranted@®odl)dawyersEindd2)EhonlawyerZmployees@vhol

arefhot@esponsibleforeconciling@he@rust@ccount.BAny@erson@vithBignatureButhority@nust?
complete@E-hourtrust@ccount@nanagementfLEBefore@xercising@uch@uthority.?

O 00000000 O

ChecksmayhotbeBignedisingBignatureBtampripre-printed®ignatureine.i

Recommendations:[

The@awyerBhould@equesthat@libankFeesEnd@hargestheRrawnfromiawyer’sk
operating@ccount,®husiimiting@he@isk@hatlientfunds@refiseddorhisiurpose.B

Ifdlawyer@naintainstherBccounts@tibank,the@®r@dheBhould®equest@ifferent@olored?
trust@ccount@hecks.kl

Safeguards@oBbrotect@nadvertent@viresBandBACHsBhouldbeRliscussed@vithGanker.

Ifdlawyer@vantsEo@ise@®nlinefanking@o@ransferfunds@rom@he®rustEccount@o@ifferent?

account,@hefbank@Emustthave@iext/memobbox@niheRransferfpage@hatillowsdawyerol
properlyttributell@ransactionsoBarticularlients.?

O OO0 0O 0O

Lawyer@houlddearn@hefbank’s@eposit@eadlinestind@vheniprovisional@redit@s@nadel
available,Eind@nquireGboutiypicaldlength®f@imeFor@hecksioitlear.?

O

LawyerBhould@evelopBnffice@policy@egardingrust@ccount@roceduresdreconciliations,?
deposits,@isbursements,@@tc).@

Note: ItAsEhedawyer’s@esponsibilityoEnsure@ompliance@vithRulef.15,mhotRhefank’s.?
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B5. Trust Account Check

(Actual Size)

¢ FOF

SR

SR mes L e e AL W ke i e e e T LS

JOHN SMITH P.L_L.C IOLTA TRUST ACCT
POBOX 11111
CITY, N 2R278.1m&

DATE

PAY
TO THE
QORDER QF

=T

619530 N2
aaTed

3

Bankof America 27

00 &CO & 053000 k9B 0123456733906

w DT T T . I CTTEISTSHI T S ST T . SPESSSRPFESSS i i Sl s s -

DOLLARS (i) i

3

Ll

i

EJ’-!W B e o S
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B6. Trust Account Check Detail

INFORMATION AND
FIELDS REQUIRED BY THE RULES

e-Numbered Check

Trust Account Designation
°
Payee Name
Dee Fender/Esq. 101
Trust Account Date:EMay(23,E2009F

Raleigh, NC 27808

PAY

ootk o ABCXYZEhiropracticienterf $a| 1,500.00

Fifteenthundred@ndmo/100

‘m Wegottayourmoney
o BANK

DOLLARS

i

MEMO Omegad12345)FHull@nddinal@®ayment? Dee Fender
0000001 8 \031202084 000-123-12345678
Auxiliary On-Us Client Matter & Purpose Account Number

LONGER THAN 6”
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B7. Deposit Slip for One Client

PLEASE ENDORSE ALL CHECKS

DATE 05/01/2008

CHECKS AND OTHER ITEMS ARE RECEIVED FOR DEPOSIT
SUBJECT TO THE RULES AND REGULATIONS OF THIS

INSTITUTION.

DEPOSITS MAY NOT BE AVAILABLE

FOR IMMEDIATE WITHDRAWAL.

PLEASE LIST EACH CHECK SEPARATELY.

DOLLARS

CENTS

CURRENCY

COIN

1 Alpha

$5,000

00

N

rrrrrrrn

Deposit slips should
always be printed with
the name of the lawyer
or law firm, IOLTA or

Trust Account

Designation, account

number, and routing

number.
rrrrrrrn

FRONT SIDE TOTAL

$5,000

00

REVERSE SIDE TOTAL

00

TOTAL DEPOSIT

$5,000

00
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B8. Deposit Slip for Multiple Clients

PLEASE ENDORSE ALL CHECKS

DATE 05/15/2008

CHECKS AND OTHER ITEMS ARE RECEIVED FOR DEPOSIT
SUBJECT TO THE RULES AND REGULATIONS OF THIS

INSTITUTION.

DEPOSITS MAY NOT BE AVAILABLE

FOR IMMEDIATE WITHDRAWAL.

PLEASE LIST EACH CHECK SEPARATELY.

Tad

DOLLARS

CENTS

List client names
instead of check
routing numbers.

CURRENCY

COIN

1 Beta (Source: BB&T)

$1,500

00

2 Gamma

$1,450

00

3 Delta

$5,100

00

5
o &
H';,ﬁ
ER
T2
23
N =8
~
a1
(@)]
\l
(0]
(o]

4 Epsilon

$2,000

00

Deposit slips
should always be
printed with the

name of the

lawyer or law
firm, IOLTA or
Trust Account

Designation,
account number,

and routing

number.
Trrrrnrrtl

FRONT SIDE TOTAL

$10,500

00

REVERSE SIDE TOTAL

0

00

TOTAL DEPOSIT

$10,500

00
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Example:Buperiorourt?

Filing®Fees-ClientiNamel
Reconciliation®
Confirmation@Box? CheckB# Running@alance®f
(V)& Generalrustd
B9. General Yedger Accountd
/

Description of
Transaction
Number (Payor/Payee) Payment Deposit Balance
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B10. Administrative Funds Ledger

Client:BAdministrative@undsh

Description of

Rec Transaction Payment Deposit Balance
Dep. 3/1 Funds to open Acct. 100.00 100.00
Wire #123 4/15 Wire fee — Jones 15.00 85.00
112 9/10 TA Checks Order 50.00 35.00
Dep. 10/1 Firm funds back to $100 65.00 100.00
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B11. Zero Balance Written Accounting

Attorney/FirmsiNamel
AddressB
Accountingfor@FundsAnET rust?
1/10/2001R

Client:BoeB\ccident®/ictim[

Receipts

Date Source Amount
1/3/20050 AllBtatedns.Bl $21,712.00m
TotalReceipts:E $21,712.008

Disbursements:

Date Recipient Purpose Amount
1/6/20050 Heal@Meospital® MedicalExpensesl $13,252.00m
1/6/20050 HitMotors CarRepairl $1,200.008
1/6/20050 What’s@HistName,BMDE MedicalExpensesh $4,803.260
1/6/20050) JoeBccidentictimp Payment® $2,456.740)
Total Disbursements: $21,712.00
Balance: $0.00

ThisBccounting®fhe@eceipt@nd@isbursement®fourfundsinherust@ccountdsibrovided@sEequirediby®hel
rules®fheNorth@arolinaBtateBar.?

(Lawyer_)

Note: A copy of the client's ledger may be included with a letter or memo stating: A copy of your trust account
ledger is being provided indicating the receipt and disbursement of your funds in the trust account.
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B12. Annual Written Accounting
(When There Has Been No Activity in the Account)

Lawyer/Firm Letterhead

Mr./Mrs./Ms.[

AddressB

City,BtatelZipll
Re:BAnnualfccounting®fifundseld@nET rustBAccounts

Dearf

IBmBvritingtodviselouhathisfficefholds@n@rustheBumBfE BnEourtehalf.fThisk
informationdsteingfurnished@oousEequirediby®heRules®ftheNortharolinaBtate@Bar.zl

ThisAsERperiodicEccountingndihoctiondsFequired®nFouripart.However, AfithisEeportisdncorrect,leasel
contact@his@ffice@mmediately.?

Anccounting®fiourrust@ccount@ecordisGvailabletBny@ime.r

Very@ruly®ours,?
Note:[Thiskccountingdsd@orlientFBunds@Bn@vhich@®herefhasibeentholctivityBince®hedast@ccounting. Afthererel
receiptsri@lisbursementsn@lientdedger@uring@E 2-month@period,®@here@nustienEccountingforithel

receiptstnd@isbursementsr@Ropy®Dfithelient'sdedgermustiedncluded@vithEhedetter.Rulefl.15-3(e).R

If@EawyerdstholdingBubstantialdundsFor@&lientdor@@eriodd@ime,Bhose@unds@houldibeilacedd@n@edicated?
trust@ccount@n@®rderhatEhey@nayRarndnterest@or@heilient.?
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B13. Reconciliation Report

Morth Carolina State Bar REPORT DATE: 20
Reconciliation Report ACCOUNT #:

Instructions

« Complete steps 2-7 monthly for each general, dedicated, and fiduciary account. Complete entire form at least
quarterly for each general trust account.

« Attach: 1) a list of dlients with corresponding balances, 2) a copy of the general ledger/checkbook register, 3} a
list of outstanding deposits, 4) a list of outstanding checks, 5) the corresponding bank statement and cancelled
checks (or images thereof).

Reconciliation of Lawyer's Trust Account Records

1. Total of positive client ledger balances as of 4
{as of ending date shown on the corresponding bank statement)

Do any clients have a negative balance? oV¥es oCNo  If yes, attach explanation and corrective action taken.

2. General ledger/checkbook register balance as of 5
{as of ending date shown on the corresponding bank statement)

Bank Statement Reconciliation
3. Statement Ending Date and Balance %

4. Plus: Outstanding deposits made to the account through end of month but
not reflected on bank statement

Mumber of outstanding deposits Amount of outstanding deposits +

5. Minus: Outstanding disbursements made through end of month but not
reflected on bank statement

Mumber of outstanding disbursements Amount of outstanding disbursements -

6. Adjusted Bank Balance 5

7. The balance on line #& Cogrees O does not agree with the balances on lines #1 and #2. If the balances do not
agree, attach explanation and corrective action taken.

Report prepared by:

Print Mame and Position Signature

Report prepared by a non-lawyer? o Yes 0ONo If yes, does non-lawyer have check signing authority for this trust
account? O Yes o No

| certify that, for this account, | personally reviewed the above report, bank statement, and cancelled checks, and that all
discrepancies shall be investigated, identified, and resolved within ten days of this report.

Report reviewed by:

Print Lawyer Name Signature

Apeil 2017
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B14. Quarterly Review Report

Morth Carolina State Bar REPORT DATE: 20
Quarterly Review Report Account Name:
Rule 1.15-3(i) Random Transaction Review Account #:

GENERAL INFORMATION
+ Complete one form for each general trust account, dedicated trust account, and fiduciary account
= Attach the following for each transaction: statement of costs and receipts, client ledger, cancelled checks or
images thereof, any other documentation necessary to complete review, and any required explanations
* At least three transactions shall satisfy the requirement in Rule 1.15-3(i), but a larger sample may be advisable

Transaction #1

1. Client Name/Matter: f Date Range of Disbursement(s)
2. Does client ledger show a negative balance? DiYes CiNo  If yes, attach explanation and corrective action.
3. Lawyer reviewed the following: Statement of Costs and Receipts oYes ©oMNo
{Attach to Report) Client Ledger oYes ONo
Cancelled Checks (or images thereof) DYes o No
Other dYes CONo
4, Did the transaction involve multiple disbursements? SiYes O No  Number of disbursements
5. Are any disbursements outstanding? f¥es [OMo  If yes, attach explanation and corrective action.
6. Were any disbursements improperly made? fdY¥es Mo Ifyes, attach explanation and corrective action.

Transaction #2

1. Client Name/Matter: / Date Range of Disbursement(s)
2. Does client ledger show a negative balance? CiYes FiNo  If yes, attach explanation and corrective action.
3. Lawyer reviewed the following: Statement of Costs and Receipts BYes ENo
fAttach to Report) Client Ledger fYes & No
Cancelled Checks (or images thereof) [Yes CINo
Other dYes OMNo
4, Did the transaction involve multiple disbursements? Ci¥es G No  Number of disbursements
5. Are any disbursements outstanding? fi¥es Mo If yes, attach explanation and corrective action.
6. Were any disbursements improperly made? fdY¥es [DOMo  Ifyes, attach explanation and corrective action.

Transaction #3

1. Client Name/Matter: / Date Range of Disbursement(s)
2. Does client ledger show a negative balance? CiYes CiMNo  If yes, attach explanation and corrective action.
3. Lawyer reviewed the following: Statement of Costs and Receipts HYes EMNo
{Attach to Report) Client Ledger Y¥es ©1No
Cancelled Checks (or images thereof) [DYes ©CINo
Other CY¥es CINo
4, Did the transaction involve multiple disbursements? CYes O MNo  Number of disbursements
5. Are any disbursements outstanding? dY¥es Mo Ifyes, attach explanation and corrective action.
6. Were any disbursements improperly made? OYes Mo Ifyes, attach explanation and corrective action.
Lawyer Certification

I certify that | personally randomly selected the above transactions, that | personally conducted the review, and that all
discrepancies shall be investigated, identified, and resolved within ten days of this review.

Lawyer Mame Signature Date Firm Name
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B15. NC IOLTA Status Update Form

NC IOLTA STATUS UPDATE FORM
Field A is a Required Field for All Reported Changes
Complete All Relevant Fields

I am submitting this form to:

() Notify the [OLTA office of changes in
employment or address (Ficld A)

{ ) Open anew IOLTA account or convert
an existing account to IOLTA (Field B)

{ ) Close an IOLTA Account (Field )
() Update IOLTA status ([ield D)

Check All That Apply
Complete All Relevant Fields

FIELD A — REQUIRED
MName:
MNC State Bar #:

Firm/Employer Name:

(Plcase attach a hst of attormeys with NC State Bar numbers and any
settlement agents for which the reported change applies)
Address:

City, State, Zip:

Phone:

E-mail:

FIELD B

IOLTA ACCOUNT INFORMATION

The following general trust/escrow accounts are to be established as IOLTA Accounts
11.
Account Name:

I.
Account Name:

Acct. Number:

Acct. Number:

Bank Name:

Bank Name:

{For additional accounts, please attach a separate sheet)

FIELD © CLOSING AN ACCOUNT
I am closing the following IOLTA account:

Account Name:

Acct. Number:

Bank Name:

(For additional accounts, please attach a separate sheet)

FIELD D IOLTA STATUS

My current IOLTA Status 1s:

() IOLTA ACCOUNTS: Umy firm have North Carolina
IOLTA accounts.

() NO IOLTA ACCOUNTS: Neither | nor my employer
hold any North Caralina client funds.

FIELD E

Signature:

Print Name:

Date:

SEND COMPLETED FORM TO:

NC IOLTA
PO Box 25996
Raleigh, NC 27611-5996

e-mail
ioltaf@ncbar.gov

Fax Number:
019-821-9168

NC IOLTA * PO Box 25996 * Raleigh, NC 2761 1-5996 * 919-828-0477
* 019-821-9168 (fax) * iolta@ncbar. pov
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B16. Random Audit Exemption Documents

Lawyer’s Representations Pursuant to CPA Examination of Lawyer’s Trust Account(s)
(Lawyer’s Representation Form)

Pursuant@o@®heiolicy®fEhe@orthiEarolinaBtateBarouncil,Ea@awyerBrAawirmBnayBeek@ExemptionFrom@hel
randomBauditBbfrustEaccountstauthorizedibyR 7BNCACELB,Rule0128(b)tbythavingBaECPAR rECPAFirmBberformBEank
examinationBpursuantoftheAgreedPUpontProcedurestforZCPAPExaminationPbfeLawyers BT rustPAccounts? “Agreed
UponBIProcedures”)BltoRlprovidellinformationBtolitheRlawyer@andBEtheENorthECarolinaRStateRlBarregardingfthel
managementEbfthellawyer’sBtrustfaccount(s).BAsFalconditionBofEthePexemption,EtheflawyerEmustPmakelcertaink
representations@egarding@he@nanagementflientBind/orFiduciary@undstheld@n@rust.fThis representation form
and any attachments must be provided to the CPA/CPA firm prior to commencement of the examination and
must be attached to the CPA report sent to the North Carolina State Bar.

Jthereafter®Lawyer”E@Enust@ttach@iistBfEIIBankZEccounts@nto@vhichBlawyerthask
deposited@lient®ritherfiduciary@unds,@ncludingillEeneral,@ledicated,Enddiduciary@rustBccountsdAttachment?
1),E@nddist@lldawyers@ffiliated@vithlawyer’ sfirmEo@vhich@he@xemption@vould@pply@Attachment®).R

Lawyer’s Representations

IEherebylcertifyEpersonallyBandBonkbehalfEofEanyBlawyersEaffiliatedEwithEthisEfirm,BwhosefnamesarellistedBink
Attachment®,Bthathefaccount(s)distedAnEAttachmentBl@As/arefthefonlyRrustBaccount(s)EoBvhichBuchBawyer(s)E
hasEhadFaccessEduringBthelRpastRyear,FthatthelrecordsPandEdocumentsEprovidedztol iE|
hereafterBCPA,FareheffulltandBaccuratelrecordsPofEheltrustfaccountsand,Further,BvithErespect®oltransactions?
occurring@luring@helpastiear,@hat®hedollowing@tatements@rerue::

1)hedawyer/firmRloesthot@naintainBnyR&rust@ccountsutside®heBtateB®NorthEarolina.?
2)hedawyer/firmEs@warethis/her@luty@o@eport®rust/fiduciary@BccountBnisappropriation.

3)eThe@awyer/firm@Eetains@equired®rust@Eccount@ecordsHor@tieast@heBixq6)Fearperioddmmediately?
preceding@hefawyer’s@nost@ecentiscaldear@nd.?

4)eThelawyer/firmbhasthotRised®ripledged@mny@ntrustedropertyRo®btain@redit®rdther@ersonall
financialenefit#or®hedawyerBr@ny@therpersondther@han@hedegaldribeneficialwner@®@hat?
property.Q

5)&Entrusted@propertiesthelongingoilient@eceivediy®hedawyerBreromptlyd@dentified@nddabeledzsE
thelproperty®fEhelient.?

6)Entrustediropertythot@lepositedin@ErustEccount@®rFiduciary@ccount@hen@eceivediby@awyer/firma
isiblacedini@placefBafelkeepingEs@Boonkaskractical.Bpecifically,[AtAsBlaceddn:&

|:| N/AR |:| SafeDeposit@Box? |:| Office@afel |:| Other

7)eThe@awyer/firm@romptlydhotifieslientdfheeceiptBf@nyFunds,Becurities®ripropertyibelongingink
whole@rin@partoilient.B

8)@herethedundseceived@re@imixDfArustdundsEndzon-trustdunds,®he@epositisinade@o@herust?

accountlintact@nd®hethon-trustBortion@s@vithdrawn@vhenihebank@redits@he@ccountfiponinal®
settlement®riayment®dfthelnstrument.B
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9)@VrittenEccountings@re@rovidedolient@t@Eompletion®f@lisbursement@r@tdeastEnnually@ffunds
arefheld@nore®haniwelved12)@nonths.k

10)@fkhedawyer/FirmbholdsZEny@property@rititles@oropertyBEsBecurityForhefayment®EnyFees i
otherbligationswed&oRhedawyertherhanFordeestresently®wed,Ehedawyerthasindicated®hat?
theBroperty®riitles@obproperty@rethelddnrust@sBecurityforhebligationBndmhot@s@EEompleted?
transfer®f@wnership@ohedawyer.:

11)Erhedawyer/firmthasthot@arneddnterest®nhe@rustBccount@®rFiduciary@ccount@vhich@Bvasihot
distributed@olient@rEoc@OLTA.R

This@hel RlayDf 20___ B

Lawyer/Firmdprint]@

ByE
[Signature]®

SwornZondBubscribed®olbeforeelhisihel Rlay@fa ,20

Notary@ublick
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CPA Engagement Letter to Perform Agreed Upon Procedures for Lawyer
{Date}l

{Address}a
{Address}a
{Address}a

Dear{LawyeriName}:&l

ThisdetterAsRoRExplainBurfinderstandingt®fhelarrangementsfor,Eand®hefhatureBanddimitationsif,®heZervices?
welareltoBperformBpursuantBtottheRAgreedBUponEZProceduresforflCPAPExXaminationPofllawyers Bl rustBAccountsk
(“Agreed@UponBProcedures”)@relative@tollyourflexemption@fromBtheBrandomBaudit@of@lawyerBtrust@accountsk
authorized®by?2 7ENCACR1B,ZRulel.0128(b).BUnless specifically indicated in the Agreed Upon Procedures, a
reference to a lawyer’s trust account(s) includes all general trusts, dedicated trusts, and fiduciary accounts in
which the lawyer holds funds for others. YouFareBsolelyPresponsibleFforetompliancelwithFthelStatelBar’skrulesk
regardingfawyers’®rustBccounts.fThefAgreed@pon@Proceduresirelncluded@EstAttachmenttARoRhisdetter.FARopyR
offthiskletterFand@Attachment@ARwillEbelsenttoftheENorthECarolinaStateBarZalonglkwithFourfreportBandiyour?
representation@orm.&

Engagement Services

Ourl@ngagement@villbeonductedd@niZccordance@vithBttestation@tandards@stablishedby®heFAmerican@nstitutel
ofCertified@PublicBAccountants.Because®hefAgreed@ponProceduresiincludedd@nBAttachmentEAR@ oBhotonstitutel
anGhuditBnade@niccordance@vith@enerallyBacceptediauditing@tandards,Bve@villBhotExpressEBn@ pinion@BnEnyE Rl
theBpecific®lements,Eccounts,Britemsieferred@o@nBDur@eport.kl

AttheltonclusionBbfburlEngagement,BvelwillBubmitBhBreportBinBetterfformibutliningfthelFprocedureskpberformed?
andtburfindingstresultingBfromEtheEprocedurestperformed.AtEisEourfunderstandinghatFanyZandEallZexceptions
noted®willtbelreportedizsEhFindingBand@hatnaterialityBvillZhottbeEonsiderediby (hereafter?
{CPA/CPAHirm}).R

Oureport@vill®ontainEBtatement@hat@tAs@intendedBolelyFor@he@ise@ R (hereafterl
{lawyer/lawirm})@nd@he@NortharolinaBtate@Bar@ndBhouldotibelisedFor@EnytherGBurpose.Bl

ThelBbroceduresthatBvelwillberformBarethotlesignedEandannotibelreliedBuponitoflisclosebfraudtbrillegalPactsh
shouldBanyRxist.However,BveRwillAnformheRlawyer/lawHFirm}EandxheBtateBarbBanyFraudibrillegalBacts®hatl
come@o®urttention.

Furthermore,®heBervices@refot@esigned®olprovideBssurance®ninternal@ontrol@®rRoldentifyBignificant?

deficiencies@®rinaterial@veaknesses.BHowever,Bve@villRommunicate®oFlawyer/lawdirm}@nd&heBtate@Barznyd
significant@eficiencies®ri@naterial@veaknessesthatbecomefknownorus@uring@he@ourse®fhe@ngagement.?
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Conditions and {Lawyer/Law Firm} Responsibilities

TheBufficiency@®fthese@rocedures@sBolely@he@esponsibility®fHlawyer/lawdirm}EndRheBtate@Bar.BVefnake@hor
representation@egarding®heBufficiency®fhe@rocedures®escribedEboveliitherfor®helpurposeFor@vhich@hesel
servicesthavebeen@equested®DrHorZny@therfurpose.B

IfEcircumstancesBlariseBrelating@toRthelconditionBofE{lawyer/lawkfirm}@records,BtheRavailabilityFlofZlappropriatel
evidence,BindicationsEbfEaiignificantfriskEbfFraudulentfransactions,ForEmisappropriationBofEassets,BvhichBinBburl
professionalZjudgmentipreventBusEfrromEcompletingfthefengagement,BwelretainBthelunilateralBrightfoRtakeanyr
course®fBactionBermittediby@rofessionalFtandards@ncluding@leclining®o@ssuekeport,BravithdrawalFromxhel
engagement.

ThelassistanceRolbeBuppliedtby®ourBersonneldiffany)Avillbe@iscussedBand®oordinated@vithFlawyer/lawdirm}.@
TheltimelinessBandFaccuracy@oflthisEassistancelisEankessentialZconditionftolftheRcompletionEoffourfservicesEande
issuancelbfourreport.AVelunderstandhatithelfinalBagreedruponiproceduresireportfistrequireditolbelissuedthol
later@han@ BEl

Fees, Costs, and Access to Documentation

OurfeestreasedmbnRhe®imeltequirediby®he@ndividualstassigned®o®heEngagement,Bplusiirect®xpenses.BN el
anticipate®hat@hefotalfeesBvillBhot@®xceed® BillingsGre@ueliponBubmission.&

InBthelPeventBwelarelrequestedtbrauthorizedbyXlawyer/lawirm}EorEarelrequiredEbyBgovernmentregulation,l
subpoena,orbtherflegalBprocessEolbroducelburdocumentsEorourpersonnelasBvitnessesBwithErespectfolourl
engagement,Xlawyer/lawfirm }Awill,BoRlongBhsAvelRarehotlakpartyftothelproceedingBnBvhich®helfinformation@sEl
sought,BreimburselustforfourZprofessionalftimelandrexpensestastwellFastthelfeesfandexpensesEoffourcounseld
incurred@n@espondingoBuch@equests.?
ThisBletterBlconstitutesBthelBcompleteBandBexclusivellstatementiofflagreement@betweenB{CPA/CPARfirm}Randa
{lawyer/lawEfirm}ZsupersedingBallBbroposals,BoralPorBwritten,BandBalBotherBcommunicationsBwithBrespecttoRthel
terms®fithe@ngagementietweenhearties.?
If&hisAetter®lefines®hefEngagementiasilawyer/lawHFirm}Ainderstands@t,BpleaseBignBand®ate®hefnclosedEopyR
and@eturntous.?

Sincerely,

{CPA/CPAHirm}a@
Enclosuresh

CC:ErustBAccount@omplianceounsel,INCHtate@Barf

ThisBetter@lefines@he®ngagement@isk) (Lawyer/lawirm)RinderstandsQt.

(Signature)? (Date)?
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Agreed Upon Procedures for CPA Examination of Lawyers’ Trust Accounts
(“Agreed Upon Procedures”)

The CPA/CPA firm agrees to perform the following tasks:

e  ObtainEnExecuteddawyer’sRepresentation@ormEequireddorExemption@From@andomBuditEndibelertForl
anyB@nconsistenciesthetween®he@epresentations@n®heFormEand@xhe@esultsbfhe@Engagementdseebhext-to-
last@procedureo@eport®uch@nconsistencies).kl

e ReviewBBampletfbank@tatements,BlepositBlips,tandEhecksForkallRrustBaccount(s)Roltletermine@®hat®heyl
arefabeled@s@ERrust@ccount(s)BriliduciaryEccount(s).Bl

e ReviewBbankistatementsEforftheRtrustBaccount(s)BtodetermineBwhetherftheflawyerBisBusingfbusiness-sizedr
checks@ontainingBn@uxiliary-On-UsHielddn@he@ICRAine@vhich@orrelates@o@he@heck@Bhumber.?

o  TestBhBsampleBbflbriginalErustfaccount(s)BdepositElipsotdeterminelifitheltlientthamelisBidentifiedZandithel
source@fﬁfunds@s@ndicated@f@ource[aﬂslibther@han@heﬁtlienttﬂe.g.,@mpartyljbayee).

e  TestFasamplelEbffZamountsireceivedideposits)toRdeterminelificlientEledgerskarekbeingBmaintainedForZeachl
personrEntity@romBvhomibrior@ivhomErust@noneyisieceived.

o TestBlaBsamplel offlwire/electronic@transfersiintol or@ outl oflEl the@ trustflaccount(s)@ tokl determineR ifE thel
client/beneficiaryds@dentified.®

o TestBBample@®f@rustBiccount@isbursements@o@etermine®hat®@helientsffromEvhosededgers@heFundstarel
drawn)@refdentified@®nihe@hecks.?

o ReviewBBamplelbfisbursementsoieterminelfthatBpayeestareFpecificBpersonsorientitiestandthathecks
arefhot®o cash”®ribearer.”?

o InEheourseBfur@vork,telalertForBand@eportBny@ransactions®hat@obhotBappear@elevant@oliypical@rust
receipts@nd@isbursements.i

e ReviewlrustBaccounttbankBZtatementsitolleterminelifitheck@magestarellegibleRtopiestbfthelfrontandiback?
andmoBmallerhanBREELEB/16EnchesEn@imension.k

e  ReviewlrustBaccountrecordsitotonfirmithathelawyerfhasEmaintainediancellediEhecks,EbankZtatements,l
and@ny@®ther@locuments,Ancluding@NSFahotices,@eceiveddrom@hefank@egarding®hefccountForz@period@
atdeastBixFears@mmediately@preceding@awyer’s@nost@ecentiscaljear@nd.B

o  ReviewlhelrustBccount(s)Ro@etermine@hatfankharges@reipaiddfromiEhedawyer’sBperatingccountir,
not,EhatftheflawyerfhastdepositedtaireasonableFamounttbfEfundsolthelrustfaccount@pecificallyRtokbayiforl
futureankBervice@harges@nd®hat@RErust@ccountdedger@s@aintained@oEccountForhesedunds.i

e Examine@ndividual@lientdedgersforBEomputerized@eportBhowingBllXlientdedgerialances)®o@leterminedfl
anythavebeeniverdrawnfi.e.thavehegativelbalances).?

e Review@nonthly@rustBccountankBtatement@econciliations@o@onfirmi&hat®hey@refbeing@berformed.?

e ReviewRjuarterlyBreconciliationsBbfhe@eneral®rustBaccount(s)AwvithEhellientdedgersBursuantolRulellL.15-
3(d)DfEheRulesBDfProfessional@onduct.i
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Reviewmonthly@End@juarterly@eviews@oonfirm®hatEhey@retbeingierformedipursuant®o@uled.15-3(i).A
Determine@vhetherhedawyerBent®hefbankERvritten®irective@equiring®heank@oeportRoRhe@Bar@vhent
an@tem@lrawnBnRhedawyer’s@rust@ccount(s)AsresenteddorGaymentigainstlnsufficient@undsiursuant@ol
Rulefl.15-2(k)®fthe@RulesBfProfessional@onduct.?

TestEaBample@®fAawyer’sEiccountings@equired@ofbeFentBannually®olientsForiwvhomEFundsthaveibeentheld?
for@nore®han®ne®ear@ndFor@lI@lients@vhosefundsthaveibeendully@isburseddzerotbalancededgers).B

ReportBonBanyinconsistenciesEnotedEbetweenBtheBlLawyer’sERepresentation@FormBandBthelresultsEofEthel
foregoing@rocedures.B

UtilizetheRreportEFormatirovidedtbyrtheNCBtatetBoardBofBCPARExaminersktolescribefhefvorkZerformed?
and@ofhotelhnydindings.B
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Report Pursuant to Agreed Upon Procedures for CPA Examination of Lawyers’ Trust Accounts
ToAlawyer/LawFirmEAndiNorthTarolinaBtate@ar:Q

WelhavelBperformedhe@ttached®\greed@/pon@ProceduresfforlLPAExamination@fA.awyers Erust@ccountsk
(“Agreed@pon®Procedures”)@vhich@vere@greed-uponibydawyer/Lawdirm@EndZheNorthTarolinaBtateBarZolely®
to@ssist®he@ortharolinaBtateBardn@etermining@flawyer/Lawdirmthas@omplied@vithhe@NortharolinaBtatel
Bar’'sules@egardingdawyers’®rust@ccountsfor@hel 2@nonth@eriod@ndeddmonth,Blay,Fear).Aawyer/LawirmsE
responsiblefor@ompliance@vith@heNorthiarolinaBtate@ar‘sEules@egardingdawyers'GrustEccounts.EThisk
engagement@vasierformedin@ccordance@vith@ttestation®tandards@stablishediby®he@merican@nstitute@
Certified@ublicBAccountants.trheBufficiency®f®hese@roceduresis@olely®@he@esponsibility@®fhose@artiest
specifiedd@n@his@eport.Zonsequently,@velnaketho@epresentation@egarding®heBufficiency@®f@helprocedures?
described@boveitherforhe@urpose@or@vhich@hiseportthasteen@equesteddrfor@ny@therurpose.i

[During®heBerformance®f®@he@greed-uponirocedures@ve@oundiholinstances@n@vhichBlawyer/AawdirmEailed?
to@omply@vith@he@NortharolinaBtatear’sEules@egarding@rust@ccounts.]?
OR

[WemvishRoReport®heHollowing®ooutegardingflawyer’s/LawFirm’s@ompliance@Bvith®he@NortharolinaBtatel
Bar’sules@egarding@rustccounts:]@

Apartfrom@he@erformance®f@hefgreed@pon@rocedures,Bvel@verefotEngaged@ond@idihot@onduct@nf
examination,@helbjective®fvhich@vouldibeRheRxpressionBEnBDpinion@nAvhetherdawyer/LawdirmRomplied?
withheNorthiarolinaBtatear’s@ules@egardingdawyers'®ErustBccounts.BAccordingly, Bve@ ofhot@xpressBuchznf
opinion.[Had@Ave@berformeddditionalfrocedures,Bther@natters@nightthave@omeRour@ttention®hat@vould?
havefbeeneported@oFou.r

This@eportisintendedBolely@or®hednformation@ndise®fdawyer/Lawdirm@EndheiNortharolinaBtate@Bark
relative®ofawyer/Lawdirm’s@Exemptiondrom@he@andom@udit®fdawyer@rustBiccounts@uthorizediby@ 7ANCACE
1B,Rule0128(b).Q

[CPA/CPAFirmEName]d

[Signature]®
[Date]d

108



APPENDIX C: JOURNAL ARTICLES
(Articlesthavemhotibeen@®dited®oeflect@ule@hanges@nacted@fter®herticle’sriginal@ublication)?

Escheat Happens
ByBuzannefever

Ethics@ounsel@eriodically@eceivesalls#FromAawyers@eeking@uidanceas@o®heBproper@isposition®Df'dormant”
fundsnheir@rust@Eccount.BAsAtthappens,®hisdsthotBimplyEEnatter®DfEfinderskeepers,dosers@veepers.”l

AtlthelApriltEthicsBCommitteefmeeting,EhelbtatetBar’sifieldBauditorBreportedhattforthelpasttyuarter,228%Ebfl
lawyerstaudited®ailed®olproperlylesignatefand@‘escheat”FunidentifiedBand/orEFabandonedFundstasirequiredrzbyl
N.C.BEGen.5tat.28§116B-53.EGiventthatfthePmostBrecentBformalfethicsBopinionEdiscussingPescheatfisBfrom1991,
refresherftoursefseemsBinkorder.BFirstofFall,BvhatBexactlylis@‘escheat”PandFhowithelheckRdoRFyoukbronouncelit ?@
Apparently,@he@BvorddsBronounced®escheet.”AHonestly,Athavelbeen@ronouncing@it®es-sheet”@lIBRheseFears.?
How@mbarrassing!)Escheat@s@bne@bfhoseBverachieving@vordshat@antbekitherBhounkrEz®erb.BAccordingol
Black’sBLawtDictionary?d8thEd.F2004),EscheatAsEhe@eversionBbfBproperty@ofhetateBvhen@®he@ropertythaszhol
known@®wner.AtAsEIsoflised@oFefer@o®he@ctualiroperty@hatihastbeen@everted.AnEheld@ays,Rhere@vasilsor
anf‘escheater”BvholwaskappointeditolvalueltheRpropertyefscheatingfoRhelstate.BHence,BitAwouldEbelperfectlyl
proper@oBtate:@ The@scheater®scheated®helEscheat.”BAndAf@he@scheaterthappenedoiedess@hanthonestdasl
was,Feportedly,BometimesXhease),ouldvouldthave®oBroclaim@hat,@TheRescheaterheated@hen@scheatingf
the@scheat.”{Three@imesdast—I@are®ou.)a

InBany@vent,EBscheating@efers@o®heower®f@heBtate@ocquireBabandoned®riinclaimed®roperty.@Escheating?
becomesielevant@n@hedegal@rofession@vhentalawyertholdsFundsBnEaBEeneral@rustBaccountBand@oesthotknowr
thelBldentityRorhellocationEofhefFowner.EDuringlthefrequiredByuarterlyreconciliationofEtrustBaccountrecords,
lawyersBhouldberformitlassification@®f@lIFundstheld.Rl

PropertyAs@resumed®abandoned”@fhe@Bwnerthasthot@ommunicated@vith@hedawyerBrAndicated@En@nterestdnk
the@property@vithindts®dormancyholdingBberiod.”EThetholding@eriodsEre@efined@niN.C.[Gen.Btat.BEA 16B-53(c).R
In@nost@ases,he@ormancyBeriodforFundsEnHawyer’sErustBiccountlsFivedears.BPursuant@oRPCBIF1991),EE
lawyerZshouldZconsiderZfourffactorsBwhendeterminingBwhetherBtheBapplicableEdormancyfperiodEhasrun.BThel
lawyerEheedsBtoRestablishEwhetherEduringBthePdormancyperiod?(1)EtheBfund’sBprincipalhaskincreased;B(2)Ethel
ownerthastacceptedBaymentBrincipalbrincome;d3)EheBwnerthasorrespondedin@vriting;BrA4)Ehefwnera
hastherwise@ndicatedEninterest@nEhe@ccountGs@EvidencedibyEnemorandumiBrither@ecord@nile@vith@hel
lawyer.BIfEanyEofEthelfoureventsBenumeratedfabovelhavelbccurred,FhoabandonmentlwillIZbelRdeemeditofhavel
occurredeand®heltlient’sEfundsEmustBremainBinEtheRlawyer’s®rust.Binfaddition,BvheneverFanybftheFoureventsh
occurs,Bathewlormancyiperiodtbeginsttolrun.ETheBpropertymaylbnlytbeltleemedhbandoned@ffhonelbfthelkfourl
enumerated@ventsthasccurred.B

OncelthelRlawyerBhasteterminedfthat®hefdormancyperiodthastrun,FRulell.15(q)EprovidestthattheRlawyerZmust?
makel‘duelRinquiry”EofEhisEpersonnel,Brecords,BandEotherZsourcestbfEinformationkinEankeffortFtoRdeterminelthel
identityFandRlocationbfEhefownertofthelproperty.BThellegalfinvestigativelrequirementsarePmorelspecific.2ZN.C.E
Gen.Btat.BEL16B-59FtateskhatBatholderfthelawyer@nhisBcenario)@BnusttmakehEoodFaithEfforttoAocatehel
owner.ForFpropertiesBver®50@nalue,BatholderfmustBendBa@vrittenthoticeByirst-classtmailo®he@astknown
addressbfheBapparent@®wneras@eflected@n@helholder’s@ecords.BHolders@vhofailRoperform@ueiligence@naya
belsubjectltolpenaltiesandRinterestfasEoutlinedBinEN.C.EGen.EStat.B§RIL 16B-77.AfRthellawyerkisBunsuccessfulBink
ascertainingftheBidentity@rzhelRlocationBbfthefbwnerfhelfunds,theMawyer@houldRtontactthePNorthEarolinal
StatelTreasury@Department.B(nctreasurer.com/upp/Pages/default.aspx).BTheBUnclaimedEPropertyBandBEEscheatsk
DivisionBbverseesBandBmaintainsthe@tate’s@latabasefinclaimed@ropertyEandAs@esponsibleforBecoveringand?
returning® such property® tol all@ rightful®l owners.B AR helpful@ FAQR section? canll bel accessed? online:R
nctreasurer.com/upp/Resources/HolderReporting@AQs.pdf.B
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TrustBaccountBFfundsEFor@vhich®helormancyBperiodthas@unBmustibelescheated®otheFtateFven@AfAtAstbelieved,l
butBtannotibelonclusively®locumented,thatftheFundstbelongotheflawyer.EButlLf.PRPCER 26 whenRaRlawirmE
receives@unds@hat@refhotAdentified@slientfunds,EhedirmEnust@nvestigate@he@®wnership@he@undsEand,EfEtR
isteasonableo®oncludeheunds@lomhotibelongRolient®r@Ehird@arty, RheirmBEnay@onclude@hat@®heFunds?
belongBtolthelfirm).BPendingRBlescheatment,BtheFfundsEshouldBbelheldBandFaccountediforfinBtheRlawyer’sEtrust?
account.BN.C.@Gen.Btat.BBrL16B-57(a)BbermitsEatholderPoffabandonedibriunclaimedEfundsolthargelreasonablel
“dormancy”fee,therebyeducingftheBamounttofEfundsransferredtoftheBtatelTreasurer’stDffice, BoFongkasH 1)A
thelPholderfhasPmadelagoodEfaithRefforttollocatefthePbwnerskofheBfunds;E 2 )®herelistaBvalidZandEenforceablel
writtenBontract@vhich@mposesithetharge;Fand®3)EhelkthargeRsthppliedbnEalBregularkbasis.AnE2006FFEOERLS5,thel
EthicsBCommitteelftoncluded®hatBawyer/holdersEmayalsofthargelfalkreasonablefdormancyFeelagainstfunclaimed?
fundsEwith®Eheidditionaldequirementsihatf1)®helient@eceives@priorthoticefbBand@Eives@vritten@onsent®o®hel
dormancydee;@nd{2)®heEmount®fthe@eelsEppropriate@inder®ulefl.5(a)BfheRules®bfProfessional@onduct.?

Accordingtourifield@uditor,@heBibandoned@undsEre®ften@®he@esult®flincleared@hecks®ridleftoverdundsErome
realfestateltlosingskueolmiscalculationsEofaxeskorZecordingfees.fometimesitheFamountkbfthesedormantX
fundsBlisEannoyingly@small.Z0neBwaytoRlavoidPescheatllissueslonEsmallZamountsBlisEtoRlobtainBconsentEforthel
disposition@®fheseleftover’Hunds@n@®he@®riginal@etainerfgreement.BAn@inpublished@thicsEdvisory@®pinion, AR
22170(1998),FprovidestthatPallawyerEmaylbbtainftonsentEfromBaktlientFatEthefbeginningfofhelrepresentation ol
waivetheBawyer’sBbbligationFtoRreturnBatiBminimisBamount anBaggregateBamountifAess®Ehan® 10)BwedoRthel
client@ttheRonclusion®fthe@epresentation.r

Solon’t#'es-cheet”BourselfbutibGaBtellar®rustBhccountBhudittbyFailingoBproperlythandle@ormant@rustFunds.zl
MuchBbftheBinformationBabovelRisttontainedi@inEhelLawyer’sETrustPAccountPHandbook,EwhichBtanbelhuicklyBandE
easilyBlaccessedBonline:Bncbar.gov/media/283992/lawyer-trustaccount-handbook.pdf.BTheEhandbookBisFalwaysEall
goodB@placeltolistartBlwhenBtrustBaccountissuesiarise.BYoulimayRalsoRlicontactBourifield@auditor@AnnelParkini
(aparkin@ncbar.gov)ForBourtrustBaccountBcompliancelficounselBPetertBolac(pbolac@ncbar.gov).EYouEmayFalsol
contact@ne,Endd@vilIRloEnyibestRossistyoulvith@heRs-sheetBprocess.?

TOP TIPS ON TRUST ACCOUNTING: Get Active with Your Inactive Balances!

Rule 1.15-2(q) Abandoned Property
Ifentrusted@roperty@s@inclaimed,@helawyerBhall@nake@uel@nquiry@fihisiriheribersonnel,@ecords@indther
sources®fAnformation@n@n@ffort@do@etermine®heldentity@nddocation®f@he@wnerdfithefroperty.@fthat@ffort?
isBuccessful,@he@®ntrustedroperty@hallbelbromptly@ransferred@o@he@®erson®ri@ntity@o@vhomatibelongs.Afihel
effort@s@insuccessful@ind@helrovisions®fi.S.F 16B-53@ireBatisfied,@helropertyBhallbe@eemed@ibandoned, Bl
and&heawyerBhall@omply@vith@he@equirements®fiChapterid 16Bdfdhe@eneralBtatutesi@oncerning@he@scheat?
oftibandonedproperty.a

Accordingitothe@eportsBubmittedby@BurthewBtateBarRandomBAuditor,BAnne@Parkin,dawyersZrehotroperly?
dealing@vith@nactivelalancesAnheirfrust@ccounts.fTheselnactiveialancestare@isually@hefesult®EL)z
outstanding@hecks®hatthavemeverleared,2)®arneddeeshat@verefhever@emoved,BrB)Funds@hat@annotibel
identified@ue®oBboor@ecordikeeping.HerereBomeips@o@eal@vith@hese®hreeBituations:

1. Outstanding Checks
Ateviewdfhelpast@juarter’sEudit@eportsBhows®hatdawyers@re@etainingdunds@n@heir@rust@ccounts@romi
outstanding@hecks@iatingGsHarackZsR003.mhese@®utstanding@hecks@vere@nostikelydost,hrown@way,
perhapsihever@veninailed.ZThere@EreBeveral@vays@oEddressEhe@roblem@bErust@ccount@hecks@®hatredhot?
cashed@or@Bignificant@periodd@ime.Bomelawyersiprint® Voidzfter®0mays, "BnArustBccount@hecks@ol
persuadelBpayeesthotothold®heRhecks,Bbut®hat@hotation@oesthotFEuaranteehat@hefank@villzhothonorhel
check@fter®O@ays.ThisAssueBhouldbeddressed@vith®he@ank@nZdvance. therdawyers@ontact@ll@ecalcitrant?
payees@hofailkohegotiateERrustEccount@heck@fter@RertainBerioddf@imeRusually@ixEoBhine@nonths).R
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Certified@nailBhouldibeflised@fvarrantediby@heEmount@®fEheheck.Afthefayee@annotedocatedmri@@eplydsH
not@eceived@vithin@@easonable@ime,@heRheck@s@oided®br@Btop@aymentisilaced@BnEheheck.BZrhe@toph
paymenthargefhasoieiaidEnd@mBtopihaymentd@siisually@oodHor®nlyBix@nonths.@ffhe@heckds@oided,dAtR
may(Btilltbehegotiable.fTherefore,@BtopBayment®rder@nay@e@noreppropriate@epending®nEhemount@®fl
the@heck.@EEtopBhayment@®rderdsilaced®n@ERheck,dAtAsE ossible®hatEheRheck@nayBtillbeRashed,BoRhel
bank's@roceduresforBtop@paymentirdersBhouldibefinderstoodd@ndvance.Bfter@aymentdsBtoppedDdnEHE
check,@hefunds@refhotedis@eturned®dnhellient'sdedger@ard.TherefsthottRestriction®nissuing@Becond?
trust@ccount@heck.?

Whiletherels@eallymholfl 00%Bafe@vayfo@ieal@vith@hedssue®fvriting@woRthecks,H@awyerBhould@isethis?l
judgmentiased@®nEheEmount®fEhe@heck,@heBophistication@®fEhefpayee,EndihisEbility®oRommunicate@vithi
the@ayee.df AnEhedawyer’sfudgment,Gt@vouldibedmpractical®odssueBtopBbayment@rders@r@ancel®@he@heck?
because®fhe@mount,Gdawyer@nay@ecide®hatftAsGppropriate@oBimply@e-issuehewtheck@othisilient.?
However,d@f@hedawyerssuesEBecond@heck,@hedawyer@villbbe@equired@o@eimburse@heirust@ccountfifor
some@easonithelXlientdindstind@asheshelfirst@heck.Remember,@dawyeristhotiermitted@o@nail®hexlient?
cash,@noney®rders,Briashier’ s@thecksd@n@n@Effort@oEbsolve®hemselves®fitheirdiduciary@esponsibilities.Onel
potentialZolution@ohelssueBfButstanding@hecksdsHor@hedawyeroRharge@@easonable@ormancyFee@gainstX
the@inclaimed@unds.ErhisAsBermitted, BodongsE )@helient@eceivesipriorfhotice®fEndEives@vritten@onsentol
the@ormancy#fee,d2)@he@mount®ftheeedsEppropriate@inder®Rulefl.5(a)BRheRulesBf@Professional@onduct,
andd3)&@hefee@omplies@vithEheBtatutory@equirements®fiiG.S.A16B-57(a)@ndEny@ther@estrictions@mposedibyX
the@nclaimed®roperty@rogramf@heBtate reasurer'sffice.@For@norelnformation,@ind8ampledeedanguage,?
see@006@ormalEthics@pinionkl 5.7

2. Earned Fees in Trust Account
Rulef.15-2(f)@lescribes@he@woltypesfBbersonalfunds@hat@dawyer@naykeepdnihefrustBccount.BTheyre:FA)A
fundsBufficient@o®pen@r@naintain®he@ccount,Band2)Hundsielonging@nBart®oR&lientrEther®hird@artyzndE
inGbart@urrently®rZonditionallyohe@awyer.BApart@rom&heseikinds®bf@leposits,BandERepositRoRorrectFnk
error®rihegativelbalance,Bdawyer’ s@undsBhouldmhotieln®Ehefrust@ccount.Zompliance@vith@his@rohibition
requireshe@rompt@emoval®dfEarneddees.2BABractical@Feason@nBupport®BBbromptEemoval®dfZarneddeesds
that,®verime,@@awyer@naydose®rack®Df@vhat@noneytheds@Entitled@ondAvhatAswedoFormerlient.?
2)eroEvoid@ommingling,HawyersBhould@emove@arnedfees@romiheir®rustBccountsBn@Ronsistentycle.Bl
Whetheri-weekly@rEnonthly,BRonsistentiillingycled@sZood@videncehat®he@awyer@s@omplying@vithihel
rules@gainst@ommingling.?

IfBdawyeribelieveshat@rust@ccount@dunds@re@arneddees@vhichthedawyerfailed@o@emove,@hedawyer@nay
withdrawhosefunds®nlydfthe@an@erifyEind@etain@locumentation@howing®hat®he@awyerds@ntitled®@oEhel
funds.@VereBuspicion@ndibelief,®ven@@eryBtrongkelief, Asthot@nough@oFustify@he@vithdrawal®ftheFunds.df
theawyer@annot@provethatthels@Entitled@oEhedunds@E@nd@EannotBttribute®hefunds@o@articular@lient,@henl
the@awyer@nustFollowhelprovisions®fE.S.FL 16BHor®Ehe@scheat®fEbandoned@property@nd@scheat®hosefundsk
totheBtate reasurer’sffice.B

3. Unidentified Funds
Rulefl.15-2(q)ds@ery@lear®nhisBubject.fThe@awyer@nust@nake@iligentEttemptRoR@etermine®heddentityl
and/orfocation®fEhe®wner®f@he@unds.rhis@ttempt@ntails@xamininglientdiles,Bearching@or@ddress?
information,Eind@eviewing@ld@rustEccount@ecords@nnzffortdo@letermine@ndiocate@he®wnerfthefunds.
If After@@iligent@ttempt,®hefawyer@annotdocate®r@letermine®he@®wner®fthefunds,®@hefundsEnustibel
deemed@bandoned@nd@aid@o®heBtatedreasurer@n@ompliance@vith®he@equirements®fE.S.A16B.2

Escheating Property
Funds@refole@leemedEbandoneddf,Bver@helpastdiveears,@hedund’skbrincipalthasthotlncreased,@he®wners
hasBhot@cceptediayment@®Dfprincipalriancome,Rhe®wnerihasthot@orresponded@n@vritingBaind@hewnerhask
not®therwisedndicatedEninterestn@heccount.Afny@DRheRventsiisted@Ebovethave@ccurred@uring®hefive-
yearBeriod,Emhewdive-yearBeriodbegins@o@un@uring@vhich@hedawyerds@bligated@ol@naintain@®he@ropertydnt
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thefrust@ccount.AlawyersBhouldperformEnZEnnual@eviewdRheirrustBiccount@o@etermined@fnyFundsa
qualifyffor@scheatment.For@letails@®n@he@scheat@brocess,Ancludingdorms@End@EFour-StepReporting@uide, Wisit?
www.nctreasurer.com/Claim-Your-

Cash/For-Holders-Of-Unclaimed-Property/Pages/default.aspx® or® emaild the® Unclaimed® Property® Divisionll atl
unclaimed.property@nctreasurer.com.

Bruno's Top Tips for Tip Top Trust Accounting
By@Bruno@eMolli?l
(Thisirticle@ippeared@nBlournald 5,3, Beptember2010)2

Reconcile Yourself to Reconciliations
Ierformed@andomBuditsftrust@ccountsinheARudicialDistrictdCaswellBnd@Person@ounties)@and®hefl 1thE
JudicialDistrictdHarnett,Aohnston,Enddee@ounties)dast@uarter.DfEheB0dawirmsA@udited,®B0%Averethotdnk
compliance@vith@he@econciliation@equirementsor@rust@ccounts.Badly,Rhisd@sEhotEnEberration.d

Why do lawyers fail to reconcile?
MostHawyersdaildoEeconcile®heirrust@ccountsibecause®hey@omhotAinderstandthowo@econcile. A/ eryypically?
offlate,@hisdack@®fAlinderstanding@s@ompoundediby@n@verreliance®nrust@ccounting@oftware®hateadily®
producesEeportalled@P'Reconciliationdummary”Br@@eport@vith@mhameihat@ncludeshe@vord?
“reconciliation.”Erheeport@vithheBeemingly@ppropriatefhamereates@ialseBense®fBecurity@ecause,
althoughhe@eport@nay@onfirmiEhat@heR®rustEccount®otalEind®@helbalance@BhownnEhefbankBtatementirel
consistent,@heleport@oesthotBatisfyEhe@yuarterly@econciliation@equirements.rhis@rticleBetsHorth@hel
requirements@®fEheRules®DfProfessional@onductnd@xplainsthowo@econciledourirust@ccount@ohetbanki
statement.B

How do you perform a monthly and a quarterly reconciliation?
TheRuleR.15-3(d)®equiresiboth@uarterlyBind@nonthly@econciliations@BfEherust@ccountialance®o@heRurrents
bankBtatementForZErustEccount.BHowever,®heredsBin@mportant@istinctiontbetween@heiasic#econciliation
that@nusteR@one@Enonthly@ndEhe@nore@®horough@econciliations®@hatnustibe@one@ach@uarter.@

Monthly Reconciliations
Rulell.15-3(d)(2)BtatesEhat@ach@Enonth,Fthefbalance@®fthe@rustEBccountEsBhowniBniEhedawyer’siecords@hallz
beeconciled@vith®he@urrenttankBtatementdalance®f@heRrust@ccount.”fTheBtepsequireddorhisiype R
reconciliation@refotRinlike®hosethecessary®oibalanceBBbersonal@hecking@ccount.?

e  FromiEhe@ndingialanceBhown®nhebankBtatementForRhe@nonthly@eporting@eriod,Bubtract@IIE
outstandinghecks.fro®his@mount,Edd@ll@eposits@hatfhavehotlearedi®helbank.frheesultingtalancel
iskheRurrenttankibalance."

o  Confirm&hat®he@urrentiank@alance@qualsEheialanceforEheR®rust@ccountBs@Bhown@nEhedawyer’s?
recordsfor@heBame@ate®hat®hefankBtatementAsialanced@ifAising@nanual@ccounting,®@hisialancel
appearsnitheckBtubs@®ri@he@ccountegister).?
Notehatthel'ReconciliationBummary”roducediby@ccountingBoftware®hat@@eferencebove@vil Iz
typicallyBatisfy@he@nonthly@equirement®o@econcile@heRurrentbankialance®o®helotalrust@ccount
balance.?

Quarterly Reconciliations
Rulefl.15-3(d)(1)BtatesEhat@ach@uarter,@the@ndividuallientalancesBhowninEhededge @@ eneral@rust?
accounti@nustieotaled@nd@econciled@vithheRurrentbankBtatementibalanceor@he@rustBccount.”@havel
added®he@mphasisto@lemonstrate®he®ifferenceetween@nonthly@nd@uarterly@econciliations.fThe@uarterly?
reconciliations@equire@he@xtraBtepBfEddingfupAndividualibalancesfor@Each@lientBsEhown@nEheRrustEccount?
ledger@End@Enaking@urehat®hisEotal@econciles@o®hebank@urrentialanceorEhe@nonth@tEhe@EndDfthel
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quarter.Muarterly@econciliationsiromoteccurateBccountingforilientfundsibyd1)®nsuring@hat®he@unningf
balancesforach@lient,Avhen®otaled,Rqual®he®otaldunds@®nRepositdn®hefrust@ccountBndd2)ddentifyingBnya
negativedalances.k

ThereAs®nly®nefdditionalBtepequireddor@uarterly@econciliations.?

e DeterminetheurrenttankibalancefasExplained@bove).kl

e Total®heRurrentdndividualtalancesforRvery&lienttsBhown®niheilientdedgersforiheR®rust@ccount.?
AccountingBoftwareRanisuallygbroduceFeport®hatBatisfies@hisBtep.EypicalfhamesForBuch@@eporta
includeclient®rustisting,”@multiplealances@eport@balances@®nly),”@r# customBummaryieport.”

o Confirm@hat@®heurrentiankialanceRqualsEheotaldf@urrent&lientalances.?

The@lateoralancing@®hefankBtatementnd®heRlatelientfalancesEre®otaled@nustibe®heBamebrithel
account@nayot@econcile. Af@eportskre@eneratediby@omputer,®hisEneanshat@he@eports@nustieenerated
onEheBame@ate.AtAs@ecommendedihatEheeportsibelprintedBimultaneously@oBavoid@BubsequentBosting@ol
onelXeportEndthotEhe®ther,@hereby@ffecting@econciliation.?

Ifourrust@ccount@ecordsretkept@nanually, Foulnay@ise®hisilternative@nethod®f@econciliation:&

o Add@lIElientdalancesEnd@®utstanding®hecks.BubtractBny@®utstanding@eposits.@
e TheXesultingtalanceBhould&econcile@vithhe@ndingalance@®n@hefbankBtatement.?

Notehatrust@ccount@uarterly@econciliation@ecordsgwhether@nanual@®r@Zomputer-generated)@nustiist@achi
client’sthamend@urrentialance,@hefotal®f@lIXlientdalances,End®heRurrentibankialancefwith@etails)fork
the@eriod.BAll@econciliation@ecords@nustibe@etainedforBix¥earsEoBatisfy®he@ecordkeeping@equirementdnt
Rulef.15-3(d).AfourBoftware@oes@hottllowdouoRetrievethard@opy®dfhe@econciliation@eportttEdater
date,@hard@opyBhouldibeiprinted@Et®he@imef@econciliation.i

Negative Balances
Negativelibalances,@vhetherithey@re@iscoveredin@&lient@alance@®rinEhe@urrentbankialance,@nustibel
promptly@eimbursed®ri@@vritten@Explanationde.g.,HorEnEccounting@rror)Enustielincludedin®heiecordsHork
therustBccount.

Iffouthave@juestionsEbout@he@econciliation@equirements@or@rust@ccounts,Foukandind@norednformationd@nk
thefittorney’stTrustiAccountiandbook,Bvhich@sipostedDniheBtateBar@vebsite@www.ncbar.gov)Ainderhe®abll
forB!Programs—TrustBAccounting."®Houlnay@lsoallRheRthicsdawyersBrinetiheBtateBar{919-828-4620).2

Endnote

1.2 Interest®arned@®n@Rrustccountsipayable®o®heBtate@ar’sAnterest@®nAlawyers B rustBAccountshl
(IOLTA)@programiznd,GfEemittedibyEhefank@ach@nonth,@oesthottheed®ofbeRakenintoEonsiderationt
when@ieterminingtheurrentiankibalance.BHowever,Bomelbanks@Eemithednterest@o@OLTAR uringhel
month&fter@tds@Earned.AVhenthisBccurs,@hednterest@emitteddrom@he@rior@nonthFasBhown@nEhel
bankBtatement)@sBubtracted@rom&hefbalance@nd@hednterest@®arned@uring@he@urrent@monthsi
addedio@hefbalance.BomelbanksEemit@helinterest@o@OLTABDNRRuarterlyiasis.tThis@Eequiresi@hel
interest@®arned@uringthe®hird@nonthBf®he@juarter@obeEddedRofheBtatementialanceEndihel
interest@emitted@ofbeBubtracted@romiEheBtatementialance.dtAs@ecommended®hat@nAOLTAdedger?
benaintained@orBothEnanualEndBoftwareccounting@heninterestAsthot@emitteddn@heBamelnonthl
thatftAs@Earned.?
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Top Tips on Trust Accounting: Safeguarding Funds from Embezzlement
By@PeterBolac,TrustAccountiompliance@ounselP
Winter2014

TheBtate@BardsBeeingn@larmingdncrease@n@hefhumber®f@eported@asesDEmployee@®mbezzlementdromEawe
firms.Bust®&his@nonth,@@eceived@hreealls@romdawyers@vhobhadirust@ccountdunds@Embezzleddby@mployees.Bl
AccordingtoheBtateBari@nvestigators,@here@vere®eneportedi®heftsihroughfctober®fithisFearfanveragel
ofbneEnonth).fThisAsibothhorrifyingEnd@inacceptable.Afearhat@heBelf@eported@asesre@nerely@heip
thelceberg@n@omparison@ohefhumber®fitheftsEhatthaveEoneRitherfinnoticed®rinreported.fTheEmountsh
reported®tolendFromErust@ccounts@angedrompetty@ash@otfhundreds@®fthousandsBf@ollars, @l Avhich@hel
lawyerfs@rofessionally@esponsiblefor@eplacingdn@®rder@oirotect@lients@romiharm.Perhapsihe@nost?
disconcerting@actAshat®he®hefts@reberpetratedibybothfhewnddong-term@Employees@vithEbout®heBamel
frequency.fTheRulprit@sBften@hedastiperson®oulvouldBuspect,Eand@helproblem@villBftenGresentditself@vhenk
youleast@xpectft.kl

Before®ouRlismiss@hese@heftsEsBomethingthat@®nlythappens@obaddawyersbridverstretchedBolo@practitioners,
notehat@nanydinedawyers@nddargeeputabledirmsthaveifallenirey®@ohese@rimes.mypesdfEmployeeheftr
rangelnBophistication@rom@he®bvious@oheRomplex.?

OnBnend,Eherefre@Employees@vhoBimply@vrite@hemselveshecks@romiherust@ccount,Eandmn@heRther?
end,®here@re@Employees@vho@levelop@hellRompaniesnd@nanipulatefank@ocuments@oRoverfipBystematick
fraud.lThe@tateBarBeestnore®fhedormer@han@hedatter.trhis@is@oncerningtecauseBimple@ood@nanagement?
offthe@rust@ccount@ould@eter@nd@reventhisypemfblatant,Ainsophisticated@®heft.Brhe@oreifficult-to-
catch@hefts@nclude:@mployeesBtealing@ashibroughti@ntohefficelyRlientsihefore@heashi@s@ecorded®DnZHE
ledger®r@epositedd@ntonEccount;@®mployees@nakingBayments@oBhellompaniesiribankEccountsinieall
estate@losingsri@ettlements;End@mployeesBcanningankBtatementsAnto@Photoshopnd@octoringtGhumbersh
tothidelllicit@ctivities.AfyouBuspect@hat@n@Employeeds@EmbezzlingdromFour@rust@ccount, 1&hedirst@hing®doul
should@oAs@btainGhysical@ontrolBbfEhefrustEccount@ecords.?

Tooften@vethear®@hat@n@Employee,AiponEetting@vord@hat®hedawyer@naybe@n@ohim,EnadellipEnExcuseor
taketheErust@ccount@ecordsthome@viththim@vhereXhey@vereflltimately®lost”Br@lestroyed.?

AfterBecuring®ourecords,@ontactEnAndependentfPARrHorensicBccountantouditiourrust@ccountBnda
lookFor@liscrepancies.Have@hef PAperformiEiproperi®hree-wayeconciliation®flthe@ccount,®xamine@heck?
images,Einddook@theckbook@eceiptsEnd@epositElips.@Dnce@oubhavedetained@n@utside@onsultantol
examine@ouritecords@nd@onfirmed@@iscrepancy,@onfront@he@mployee.@ften,@he@Employeeds@veighed@ownl
bythis@rime@ndds@eady@o@onfess.@Vhile@onfrontation@naybelincomfortableind®he@mployeelnaydbecomel
combative,@lefiant,BriAnsultediby®ourE@ccusations,dtAsdour@esponsibility@oRnsure@hat@lient@undskre@roperlyd
safeguardedibykisking@ifficult@uestions.@ffoukannotieBure@hatZnl
employeethasBtolendunds,but@emainBuspicious,oulnaylect®oBuspend®he@Employee@vithBayEndthavethimi
temporarily@emoveddromihe®ffice.R

WhenRmbezzlementAs@liscovered,®hefawyeri@nust immediately doheollowing:Rl

- Replenish any known deficit in the trust account by@epositingdirm@undsriersonalfunds@nto@herustl
account@nd@ocumenting@he@epositn@heppropriate@lientdedgers.AfhefawyerBuspects@hat@norefundsk
maythavelbeen@Embezzled,®hedawyer@nay@epositFundsintofhe@ccount@oover@@stimated@eficiencies.Thel
lawyerBhould®&reate@dedgerFor@his@dditional@epositEndiitledt® firmFundsEoRover@stimated@eficiencies.”Rl

- Report the embezzlement to the North Carolina State Bar. While@&eportin@vriting@villEtBomelpointibel

required,®&alling®ur®ffice@ightBaway@villzllowlis@EobhelpioudvithEny@uestionsBand@oncerns®doudnaythave —L
(919)B28-4620.Thedawyer@sEtrongly@Encouraged@olso@mmediately®ake®hefollowingRctions:
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- Terminate the employee. DomhotGllowhe@Employee®oEakeFEny@ocuments@romEEvorkstation,BriRoRccess?
emailBridther@omputeriles.k

- Call the police. Pressingi@harges®n@dong-trusted@mployeenaybeifficult,ButitAs@mportant@oZhowhat®doul
areffaking@our@esponsibilities@eriously.dAtAsElIso@mportant@hat@he@EmployeeRndsipAvithERecord®hatsk
informative@o®therfawyersifthe@mployee@ttemptsoEainEmploymentd@niheflegaldieldzgain.B

- Question other employees asotheirfknowledge®fZind/or@omplicity@nEhe@cheme.AtEnaybeRhat®here@vask
morehan®ne@mployeefinvolvedin®@heRmbezzlement,Brihat@n@Employee@iolateddourrustiymhot@evealing?
potentially@ncriminating@nformation@hentibecameiknown.kl

- Consider opening a new trust account. [ffou@rehotfl00%&ertain®fheEmount@hatthasteenEtolenFromFour
trust@ccount,@onsider®peninghewzccountfor@l@Entrusteddunds@Eoing®orward.Erhis@vay, {rouaniBperatel
yourbBpractice®hrough@hefhewrustBccount@ith@resh@ecordsEnd@rocesses@vhileBimultaneously@nvestigating?
the®ld@EccountFor@ieficiencies.?

TheNCBtateBar@dawyer’stTrustAccount@andbook,Fvailable@®nEheBtate@ar@vebsitel
(ncbar.gov/menu/publications.Gsp),thas@Rhapter@edicated@oBafeguarding@unds@rom@mbezzlementdSectionk
IX).Bomemfitheipsiisted@n@hatBection@nclude:&

- DohotBactiAnthaste@vhenBigning@hecksdmakeBure@oufknow@vhatdou’'reBigning).?
- Examinerust@ccount@heckd@magesfordorgedBignatures.kl

- Reconcile®ourtrust@ccountromptly@fter@eceiving@ibankBtatement.AAdawyerBhouldibe@eviewingEnd?
signing®ffn@ll@econciliations@onthly@nd®juarterly.?

- ReviewlI&rustBccountBctivity@egularly. RandomBpothecks@Bn@lIErustBccount@ecords@nda
correspondencethelps@eter@heft.r

- Legalfeesiaidin@ash@re@ifficult®o@ontrol.Dffice@olicy@hould@equire®hat@@eceiptinustibeiven@onyd
client@vhoipaysi@n@ash,EndEhedawyerBhould@egularly@sk@lients@vholpaydn@ashifhey@eceived@@eceipt.Thel
numbersforeceipts@n@heieceiptookBhould@IsofbeExaminediperiodically®o@eterminefffany@eceipts@verel
removed®dr@oided.

- Check@vithhe@ostbfficeRoRletermined@fanyonelther®han@esignatediersonnelthas@Ettemptedio@pick@pdourt
mail.AAZood@hief@nayintercept@nail@hat@vould&eveal@ncriminatingdnformation.i

- Considerthaving@ourthankBtatementsBentEojourthome@ddress.?

- Questionfifestyle@hangesi@newars,Jewelry,Eravel,@tc.)BfAndividualsvithFEccessEoFourccount.BAlso,B
personalEnddamily@roblems,Ghealthd@ssues,Brilepression@nayteauseBEmbezzlement.B

- Bewaremdf@EnEmployee@vhods@verly@ossessivef@he@rust@ccount.Amplementdnternal@ontrols@oRlividel
certainrustBccount@esponsibilitiestbetween@nultiple@®Employees.kl

Often,®rust@ccount@mbezzlementdsERrimeDpportunity. AfEAnEmployeefknowsihatfhobodydsdookingtihel
records,@eviewing@econciliations,Brierforming@andomBpot@hecks,@hen@he@Employee@villtbe@nuch@noredikely?
to@ttemptRoBteal BAdirmEhatthasBtrongrustBccounting@ractices@vill#arelythave@o@eal@vithBimpleZndz
obvioustheft.®ven@vithEdequateBupervision,thowever,@herefsbftendittleBHawyer@an@oRoBtopZnExtremelyR
motivated@nd@iabolical®mployee.@VhileBacknowledgingthis@lepressingfruth,@H@awyerBhouldibeiable@ol
discoverhe@heft@uicklyBind@nitigatebbotentialtharm@othisriherlients@vithBufficient@afeguards,dAnternald
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controls,End@ersonal®versight@fEhe@rust@ccount.@fouthaveny@uestionsEbout@®Employee@mbezzlement®ri
anyBtherErust@ccountinglssue,Pplease@ontact®PeterBolacttd919)B28-4620mrPbolac@ncbar.gov.k

ItAvouldbeRiseful@oFollowhisBroceduredornyzccount,ut@heBtateBard@s@nostly@oncerned@vithEheft@ R
entrustedd@unds.awyers@andomlyBelected@orBudit@re@rawnFrom@distEenerateddromiEheBtate@Bar’ s
database@ased@ipongudicial@listrict@nembership@iesignations@nEhelatabase.?

Top Tips on Trust Accounting: Do’s and Don’ts of Accepting Credit Cards
By@PeterBolac,TrustAccountiompliance@ounsell

DO readithelrelevantBethicsBbpinionstonlreditftardskbefore@/ourtiecideolacceptltredittardsForEadvancediees?
andRtosts.FRPCRRA7EPaymentbfieFeestbyElectroniceTransfer?(1997);2D7EFEORBRL redit?CardPChargebackstAgainsteoR]
TrustAccountiq1998);2009F EORT reditiard@ ccount®hat@voidsiComminglingd2009).2

DON’T justBask®ourFriendsBwhatheyiseBand@loftheBame.fThereAsEhEhanceheyireoingAtAvrongtandBare@nk
violation®fitheFules.B

DO knowBthelrulesPonBpassingftheltostsfassociatedBwithBrreditPrardstonktolyourllientsk(allowedEbyPourethics
opinionsBwithFfullzadvanceldisclosure,fbutfmaytbeliniviolationEbfEmerchantfagreementskbritonsumerprotection
laws).BFurther,AawyersBnustEnsurehatBwipelfeestbr@iscountfhargesthssessedgainst®heRrustBaccountFarell )7
properlyBaccountedifor,FandER )BhotEpaidBwithEclientEfundsBunlessEtheEfundsEwereBspecificallyFcollectedEforhat®
purpose.l

DON’'T depositunearnedifeestandradvancedrrostskintolyourfoperatingfaccount.FEntrustedEfundsEshouldENEVER,
underBanyXircumstances,RouchBlawyer’sBbperatingBccountBuntiltheyBare@®arnedby*he@awyer.AVhenBnEoubt
orfvhenB@imitedBbyRircumstancesBuchiasEabank’sAnabilityEomistinguishetween@arnediandBinearnedharges,
fundsBhouldebeldepositediintoltheltrusttaccountBandiearnedifeestshouldebelbromptlyFremoveditoRtheflawyer’skl
operatingf@ccount.il

DO knowhelules@elatingolBprotecting®our@rustccount@rom@hargebacks.BAdawyer@nmust@ttemptokhegotiatel
ankagreement@viththisBbréhertbank@hat@equires@helbank@oRlebithargebacksgainsttantaccountBther®han@hel
trustBaccount.Afhefank@villthotEagree@o@ebitFanotherEccount,@he@awyer@must@stablishERrustBccountForthel
sole@urpose®feceivingBadvance@aymentstbyEredit@ardBand®ransferilipaymentsohistaccount@mmediatelyl
tohe@eneral@rust@ccount.Brhis@villiprotecthe@undsftherlients@rom@hargeback@ebitsfsee®7FEOD).E

DON’T sharefXreditardEquipmentBvithBanotherFirm@fZharing@willzresult@nEheemporary@omminglingffEboth
firms’Hunds.?

DO considerBusingaBpaymentBprocessor®hat@sailoredForhelegalttommunity.fTherefare@many@processorsithat?
caterolawyersibyrhgreeing@oFeparatelinearnedfeesfdeposited@ntoRrustBaccount)Bandarnedeesdepositedn
intoPbperatingfaccount),FandiprotectrustEfundsEromEanyebitstbyrtharging@wipefeesfandrthargebacksiothel
operatingPhccount.BTheltostsPbftheselfaccountsfarefcompetitivelwithEotherBprovidersBandithesePtompaniestarel
knowledgeableBaboutftheEpecificBrequirements@ntRulell.15.@WVhileftheBtatefBarEannotouchHorkanykparticular®
company,BtheENorthECarolinaBarAssociationfrecommendstLawPayasttheirfpreferredicredittrardtprocessorizfor
lawyers@www.lawpay.com).Bl

DON’'T usePPayPalftoltollectentrustedFunds.FRPCRR47FBaysthatPadvancedEfeesPandBexpensesEmusttbeldeposited?
“directly”RintoBlaitrustBlaccount.BWhenlaklawyerZlacceptsiicreditBicard@paymentstithrough@PayPal,BtheEmoneyEisk
depositedBintoaFPayPalFaccountPandthelawyerfmustitransferfthePmoneytfromhetPayPalPhccountiintolftheltrustl
account.BBincefthelPayPalBaccountlisthotBhFrustBaccount,BthisprocesstisthotEpermitted.BLawyersarepermitted,
however,Eofise@PayPalRoBccept@®arneddees@hat@villbbe@lepositedd@ntoour®peratingccount.il
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DO know®hat®he@roperfvay@oXefundminearned®eesBaidibyilectroniciransfer@stbyzRrustBaccount@heck@RPCH
247).0

DON’T participate@n@EnerchantBigreement@hat@FrantsEhebank@Becurity@nterest@n@herustBccount.Rulell.15-
1(g)@rohibitsithe@ise@®ripledge®fFunds@n@ERrustBccount®obtain@redit.Adawyer@nayhot@articipate@nZuchznk
agreement@inless®heRrustBccount@sBpecifically@xempteddromiEheFrant®dEBecurity@nterest.For@xample,khisi
wouldBprohibitBalawyerZfromBusingBitheliserviceBISquare unlessitheBlcompanyRisEwillingBitoRalterBitsEmerchant?
agreementhat@equirestheMawyeroBgrant® aBecurityfinterestidn, tisvellRhstbxightf@etoffiigainst, Bindeherebyi
assign,Bconvey,Bdeliver,Bpledgefand®transferftolus,PasPsecurity?forfrepaymentfofeanyfobligationsPduelunderithisll
Agreement,Bl all? of? your® right,® title,@ and® interest® in? and? tol all@ ofl your? accounts? withl us.”?
(https://squareup.com/legal/ua)@

DO yourthomework.EHavingthelabilityoPacceptitredittardipaymentsEfromixlientsiankbelaBEreatoolForzalawr
practice,but@nakeBure@hatfoureFEwareDf@heRulesEndiisksEssociated@vith@his@rocess.?

IfiyouthaveBny@uestions@elating@o@redit@ards@®rEny@®therfrustBAccountinglssue,Blease@ontact@Peter@Bolackt
(919)B28-4620mrPBolac@ncbar.gov.FollowPeterBnTwitter@@ TrustAccountNCHorlertsBnErustBiccount®cams.

Trust Account Planning for the Sole Practitioner’s Withdrawal from Practice
TheBfollowing@s@in@xcerptidf@in@irticle®Rhat@ippeareddn@heBpring@001&dition@fidheblournal.tTheriginalk
article,'Law@PracticefTrustees:BVhatHappenstwhen@iBolePractitionerdsMissing,@ncapacitated,Beceased,@rl
Disciplined?, "avas@written@yd arissaErkman,BtateBarDeputyounsel.

From@imeo@ime,@heBtateBarAsEsked®oBeek@heRppointment®f@@rustee®o@vind@own@awBbracticesfor
solef@ractitioners@vhollie,fbecome®isabled,Abandonheirfawipractice®rire@isciplinediby®heBuspension®fE
theirdlawticense®r@lisbarment.MNorthiarolinafGeneralBtatuteBectionB4-28(j)FovernsithelrocessHor?
appointment®fdawiracticefrustees.BectionB4-28(j)Brovideshat,Aipon@pplication®BfheNortharolinal
StateBar,@heRourts@nayZppointt@rusteeo@rotect@helients®fany@Northiarolinattorney@vholsk
"missing,Buspended,@isbarred,@lisabled,®r@leceased."MN.C.len.Btat.BB4-28(j).R

Intkeeping@vith@hefGeneralBtatutes,BectionB0122@heMisciplinefRMDisability®Rules@®fdheNorth@arolinaBtatel
BarBpecificallyBtates:

Whenever@here@sthoBpartnerfbridtherfmemberf@heMNortharolinaBtate@Bar@apableffBprotecting@hel
interestsBbfthelattorney'silientsAstknownktolexist,heBeniorresidentfudgelbftheBFuperiorZtourt@nhel
districttbfheBmember's@nost@ecentEaddressnHileBvithRheMNortharolinaBbtateMBar, AfAtAs@AnRhisBEtate, R
willtbeRequestediby®heFecretaryfoftheBtatePBar]kolappointEantattorneyirizattorneys@olnventoryilesk
oftheEmemberZandoltakeFaction®olprotectfthelfintereststbfftheBmemberandthistbriherlients.FR7BN.C.R
Admin.Eode,FlBBR01221994).01

Appointment@®fEirusteeds@isually@hotBhecessary@@iEnissing,Ancapacitated,@eceased,Br@isciplinedzttorneyl
(hereafter,BIMIDDEttorney" )thasE@partnerBrZssociate@vholsivilling@nd@bleRoBrotect@heldnterestsfithel
attorney'sitlients.@nBuch@ase,@he@artner®rssociateBrdinarilydsEble®othandle@®heBituation@vithoutFormalkl
courtrderBppointing@&rustee®fthe@ttorney'sdawbractice.?

TheBpecificluties®fthe@rustee@reBetDutin@®heRourt'sBrderZppointingEhefrustee.AnGddition,®helbrder?
appointing@helrusteeRonfers@Eeneral@uthority@ohe@rustee@o®akeBuch@ctionstsErethecessary@ol
accomplish@he@pecific@iuties.ETheBpecific@iutiesBf@@awipractice®rustee@red1)@o@mmediatelyBecurehel
MIDDR&ttorney'sirustEccount;d2)EoBpromptlydhotifylientsftheirtheed@oetainthewRounsel;@EndE3)&ol
inventorytiles,@oRrrangedorlientsEomickpheiriles,oBeek@En@rder@romEheRourt@llowingforihel
disposal®filoseddiles.?
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TheRrustee@nustiromptlyBecure®he@IDDREttorney's@rustind/orFiduciary@ccountsibymotifying@hefinancialkl
institutions@vhereBuchBccountsEre@aintained®fhettorney's@inavailability@ndBecuring@ll@heck@ooksznd?
trust@ccountecords.frhe@ourt@®rder@ppointing@hefrustee@Eivesthimibriherfbroad@uthorityo®ake@nyBtepsl
necessary@oBecure®he®rust@ccount,Ancluding@uthority®o®xecuteBhewlirectives@oncerning@ignatoryGuthority?
for@he@ccount.fThe®rustee@nust®btain@he@ccount@ecordsn@®rder@oddentify@he@®wnership®EnyFundsEnk
such@ccounts,Bohat@hellients/beneficiaries@nayibe@eimbursed,®ritheirdundsforwarded@s@hey@nayRirect.kl
ThelErustee@naytheed@obtain@ecords@rom@heinancial@nstitution@vhere®heccountdsi@naintainedd@fherust
account@ecordsrethotBnile@nEhe@IDD@Ettorney'sffice.EThe®rderBppointing@irustee@Eenerally@ivesihel
trusteeButhority®oRisbursedundsFrom@herust@nd/orFiduciaryccounts.MNevertheless,@heBtateBark
recommends@hat@hefrustee®btainBnother@ourt@®rderBpecificallyButhorizing@isbursement®ncethelrZhefhask
determined@vhat@unds@Erefoibe@isbursed@nd®o@vhom.frheRrusteeds@equired@occount®oheRourtfor@| IR
funds@nd@lisbursements.z

Along@vithBecuringhe@MIDDEttorney'sErustBccount,he@nostAmportant@askDdfhe@rusteeds@o@eterminel
whatBctiveltlient@natterstheeddmmediate@ttentionBind@o@ontact®hoselients@od@nformEhem@d®he@heed@ol
retainthew@ounsel.fTheBtateBarFecommendsthat@liBoledractitioners@iveRarefulZonsiderationoEheHactl
that@n@inexpected@nd®ragic@®vent@nay@ccurequiring@he@ppointment®f@Eawiractice®rustee@o@vind@ownkl
thefawmractice.fTo®he@xtent@racticable ftAs@hereforeBrudentForBolefpractitioners@o@lan@or@hesel
contingenciesty:H1)@naintaining@urrent®rustBccount@ecordsEnd@econciliationsdnZccordance@vithEhe®Rules?
ofProfessional@onduct;d2)deavinginstructionss®o@vhereili@rust@ecords@nd@econciliationsantbeFound;d3)@
adopting@ile@®rganization@nd@etention@olicy®hat@ncludesEn@nventory®f@urrentdiles@vith@lients'@ddresses,?
asvell@s@nAnventory®fitlosedilesdess@hanBixFears;@nd{4)@dopting@nddmplementing@&loseddilel
destructioniolicy@nEccordance@vith@RPCR209EndEheRulesmProfessionalfonduct,BoRhatEherusteeRoesihotl
haveoAncur®@ime@nd&@xpensesinventoryingloseddileshatfhave@massed@®verEhedears.tTheseBtepsavill@ota
only@rotectitlientséindBave@imeind@ExpensedorEhe@ourttand@heldlegal@rofession,but@villzlsoBaveostsiol
theBolelpractitioner®rihisEstate.r

Proposed Rule Amendments to Prevent and Detect Internal Theft
ByPeterBolac,PTrustAccount@ompliance@ounselll

TheFfollowing@s@in@xcerptibf@in@irticle®hat@ippearedan@heayZ015@dition®fthellournal.?)
Atthef\prilmeeting@ftheBtateBar, Btheouncil@oted@oltevisefind@epublishifortommentiroposed@imendments
tofRulell. 15 flthefRulesbfiProfessionalConduct.BTheBimendmentsberelbroposeditobfacilitatetheBreventiontindel
earlyPdetectionfoflemployeeltheftbfromPaltrustZaccount.BMinorfrevisionsBwereBmadelinBresponseltobthePpublictl
comment@receivedtafterfthefVanuaryRquarterlyPmeeting,anderelateftoPhowrRulell. 15RistinguishesPbetweenttrusti
accounts@inddfiduciary@iccounts.?l

TheBarB®nly@EeceivedXhree@vritten®ommentsHollowinghe@ublication®fhe@roposed@uleBamendments@nihel
last®dition@fRhellournal,But®herethasibeenEFairBmount®f@ chatter’Babout@vhetherhe@roposedi@hangestarel
overlytburdensome@nElawyer’sBractice.BNVhile®herelare@therZubstantive@®roposed@hanges@o®Rulell.150e.g.,k
allowingl thel usel off creditl unions,? explainingf thel self-reporting® requirement, requiring® lawyers tol signk
reconciliations),AthisBarticleBfocusesflonBthreelproposedirulefichanges:E1)Emonthly@andBlquarterly@reviews,B2)z
restriction®fBignature@uthority,End®3)&rustEccountBversight@®fficersgTAOO).E

JohnBmithAs@Bmall-townAdawyerwithEi@eneralbractice.BHeFfocusesBnainly@nBitigationfind@ax@natters,Bbut@i/sol!
maintainsBankhctiveltealPestatelbractice.bHellsPellGtegardediinthisttommunity@indehasthobpriorlisciplinaryBissues.
Mr.BSmith,PaBsoloBpractitioner,BhastalwaysPrelied?onthehelpbbfehiststaff,Bunderhistsupervision,BtoPcompletelreal?
estatelosingstindtnaintain@theltrust@iccount.tHe®ruststhisBtaffatompletely. BMr.BmithBknowsthebhasttoBupervisell
hisBtaff’sthandlingbfetheltrustficcounttbecauselBrunobmadeliterytlearfuringfhtharrowing@isitéinkthellate90s. 2
DuringBitheBearly?00s,PithellrealfestateEmarket@beginstitoPboomPland@Mr.BSmith’sErealfestatelpracticelflincreasest
exponentially.BHelhoHongerthas@imeltokbverseeleveryispectfitheltiosingtbrocess,@nd@elies@olely®nthisBtaffetoll
handlehe@layEo@lay@leposits,@isbursements,@nd&econciliations.HeBtillBigns@nostirusticcounti@hecks,Bbutzhask
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givenlsignatoryauthorityftolbnelbfthistemployeesBforsituationstwhenhebisthotlintthelbffice.EThefbankBstatementt
appearsttoPbalancefwithBtheltrustPccount?balancefwheneverMr.BSmithEasksktoBseelalreconciliation.FEverythingPl
seemsEotbe@yoingtwellduntiltheitle@nsurance@ompaniestbegin@sking@vhy@remiumsthavehoteeniaid,@Bind@Vir.
SmithBsBelectedEforftandomiudittby@theBtate@Bar.BUponBlookingRutthistrustticcount,Br.BmithBhoticestthatitrust?
accountithecksthaveeenaiduto@®mployees@indelativesif@mployees,&itle@nsurance@hecksthaveheverbeent
mailed,BandBtheftrustPiccountistthousandstbftlollarsBshort.BMr.BSmithEisBforcedrtoborrowtmoneyttolreplenishithell
deficit@indthis@awracticefindibardicense@ire@ngeopardy.al

ThisAszRrueBtory.R

HadBohnBmithBregularlytreviewedhelmagesifitlearedheckstandERrandomBamplelbfransactions,theBvould?
havelhoticedithatfchecksPiwereEmadelbutPtoPhisPemployeesPandithatltitleFinsurancelchecksEwerelhevertmailed.?
Further,BfeheBvashefnly®ersonBinhelfirmBEvithBignatureBauthority,theBvouldthaveZeenEhat®hehecks@verel
madelpayabletoimpropertpayees.tWhatRisFeventmorellikely,however,BisfthatBifZlohnEEmithEregularlyGreviewed?
imagestfiXleared®hecksEandearandomBEampletbftransactions,thistemployeesBvouldEheverthaveBdtolenFromEhel
trustBaccount.BARlawyer’sBregularreviewibfheRrustBaccountBervestasthe®inglePgreatest®eterrentfoEmployeel
embezzlement.fThe@®mbezzling@mployeeln®hehboveFtoryBaid,Avhen@nterviewedby®heistrictEattorney,Rhatll
shefknewthe@vasn’tdookingnd@he@von’tiknowdfARake @t rAfARD ut@tiack.”?

Monthly and Quarterly Reviews
Thelproposedtamendments@olRulell.15Bncludehefaddition@®fEBnonthlyEnd@Euarterly@rustBaccounteviews.fThel
monthlyBreviewBrequiresBawyersol reviewthekbank@tatementBanditancelledithecksForEhelmonthiEtoveredibyr
theBbankBtatement.”BMostdawyersBhlready@erformihis®ask@uringheir@nonthlyalancefbfhetbankZtatementa
with®herustEccount@ecords.fThe@nonthly@eviewdvill@liscloselh)forgedBignatures,b)dmproperayees®rihecks?
toltash,Eand&)Ainexplained@Eaps@niheckBhumbers@ndicatingthecksEmaythaveEonelnissing.fThedawyeranlsol
verify®hatchecksEfromEhelgeneralttrustBaccountlproperlyfidentifyfthelclientffromBwhoselbalanceltheftheckEisk
drawn®nRheFace®heheckBand@an@xamine®hefback®fEleared@hecks@oRknsureBroper@®ndorsements@verel
made.B

TheBquarterly@reviewBrequiresthellawyerltol“reviewlthefstatementfofEcostsBandBreceipts,Bclientledger,Band?
cancellediheckskoffarandomBsamplelbfErepresentativeransactions@ompleted@uringkthelyuartero@erifyhatl
theldisbursements@verelproperlyEmade.”ErhelrevisionsPmadelthisjuarteraddithat@ [ T]heRransactionseviewed?
mustnvolve@multiple@isbursements@inlessthoBuch@ransactions@reBprocessed@hroughheccount,An@vhichEasel
aBlsingleRldisbursementRliskiconsideredBlaltransaction@for@ithe@purposellofEithisBiparagraph.”BABsampleRlofEthreel
transactions@satisfiesfthelfrequirement,BbutFaklargerBsamplelmaykbeladvisable.BRandomireviewZofEledgersEanda
settlementBstatementsthelpsBoRensurefhatfthefledgersPandistatementsBaccuratelyfreflectftheltransaction.BThiskl
typeifEeviewktanBuncover@mproperlisbursements,BncorrectBeposits,BandBubstituted@ErilnissuedEhecks.fZThel
reviewBtankbelperformedtastantadditionalBteplinkthelyuarterlyfreconciliation,Fand@thelbarBwillbrovideFaEBamplel
formEoRuseBvheneviewingftransactions.BNVhiletheErandomBreviewBrequirementEmaythotBuncoverBany@mpropert
activity,AtAvillEnost@efinitelyGEct@s@HR eterrent®o@Employeednalfeasance.?

Restriction of Signature Authority

TheBbroposedE@mendments@villdimit@ignaturefuthority@olh)EB@awyer@®rib)zmhon-lawyer@®mployeeBupervisedibyl
the@awyer@vho@sthot@esponsibleorerforming@econciliations.EveryBignatory,Bawyer®rhon-lawyer,Bnust@akel
akbne-hourfrustfaccountBontinuingPeducationroursel[CLE)BpriorftoRexercisingltheBsignatoryauthority.BThelrulel
amendmentsBwillBensurelthat?1)EtheEnon-lawyerBemployeelisFeducatedZaboutBtrustBaccountrulesandi2)zthel
employeelcannotBissuelchecksEwithoutFanyRoversightEbecause,BatFaminimum,BsomeonelelselisEreconcilingBthel
account.BThelBStatePBarhasBfoundithatBlimitingBlsignatureFauthorityFtoRlawyersBlisEalisignificantBbarrierBagainst
employee@Embezzlement.fTheBubcommittee@®nBAccountabilityForiTrustBAccounttManagementnitially@onsideredd
whetherkonlyBlawyersBshouldEbelpermitteditolsignirusttaccountehecks,BbutflinderstoodithatBsuchEakruleBvouldi
createMifficultiesforBmany@awyerstandlecidedogivelawyersthefbption@bfEhavingfathon-lawyerBignatory.fThel
proposedzamendment@houldhotioverlyBburden@EmallEfirmBbrZoloFattorneystbecauselaflawyerantbptltokbelthel
only@signatoryFandBallowakinon-lawyerflemployeeltoBiconductithelrequired@reconciliationsEforthelireviewklandz

119



signature®fithe@awyer.Bl

JanefDoelisPoPlawyerfatalPhighlyZreputablePandtdistinguishedebig-cityRfirm.Blane,Bahnewlpartner,Fhastsignaturel]
authorityPonBtheltrustPoccountPbutPdoesn’tthandlefanyofthePdayPtoPdayPtrustfaccountimaintenance.FiMis.PDoell
assumeshathetheribartnersireeviewing@he®rust@ccount.FTheldnly@imeRrust@ccounts@ire@nentioned@itithell
monthlyBbartnershipBmeeting@sBwvhenthtrustediemployeettellsttheBbartnerstthatthefhiccountsreconcile.FThenttrustt
accountihecksBtartedrtobbounce.AtZyuicklytbecomesapparenttthatBanBemployeebhastbeenBtealinggfromBtheltrusti
account.BTheBStatePBarkinvestigatesPandbrequestsPthelfirm’sttrustPaccountPrecords.PEachPpartnertatithelfirmehad?l
assumed@thatPanotherZpartnerZwaskactivelyBsupervisingthePoccount.BinBfact,BnofonePwas.PThelStatePBarZopensl
disciplinaryiles@igainst@very@artner.zl

ThisAsERrueXtory.R

Trust Account Oversight Officer (TAOO)
TheBproposed@mendments@oRulell.150nclude®hefddition@®EmhewBubsection,Rulefl . 15-4,&itledEFT rust@ccountt
Oversight®fficer.BThis@uleillows,Bbut@oesthot@equire,BEnulti-memberdirmEo@esignate,EnnuallyGind@n@vriting, Bl
onelbrEmorelpartnersktasktbversightiofficerstforanygeneral@rustfaccount.BrhelrulehelpsEakfirmBensurehatBitesE
properly@naintaining@tsitrustBandEFiduciaryBaccountstandiavoid@eliancefonBanBassumptionfhatBrustccountstarel
beinglnaintainediby®omeoneRlse.Mesignationfas@hefTAOORequires@he@awyero@ompletefaXertainEBmount@ X
trainingoEain@roficiency@n@heRrustBaccounting@ulesBand@heirm’sBaccounting@®ystem,Eand@equires@heirmiol
adoptBaBnvrittenBpolicyRetailingfthelfirm’skrustBaccountPmanagementBprocedures.BAgain,thiskruleBistoptionalForl
multi-memberirms&hat@vant®o@ddEn@xtradeveldBversight®oltheirdirm’s@rustBccount@management.l

Conclusion
ItBsPunderstandableftofeel@®verburdenedtby®helmpositionEbfFadditionalversightBresponsibilities.lHowever,Rhel
additionalkreviewsBandEequirements@inttheFproposedituleBamendmentstarethotbverwhelmingandivil B oRaBlong?l
waytoBdeterZandEdetectltheftBfromBElawyertrustBaccounts.BSafeguardingBiclientBpropertyRliskyourprofessional
responsibilityGasa@awyer.Burely, BomeBadditional@ime@per@juarterverseeing®ourrustEccountsds@vorthwhil e
itthelps®&ouo@voidibecoming@nother@autionarylale.?

YouPlareBlencouragedBitoRreadithelfull-textlofeitheflproposedirulePlamendmentstlonklpagel) BandBsubmitRlyouri
commentsttoltheBNorthPCarolina@stateBar.BThePCouncilttonsiderstalleomments,Bhegativelandibositive,tbeforeanyrl
action@saken.?l

Random Audits
Lawyers@andomlyBelecteddoruditBre@rawn@rom@distEenerated@rom@heBtateBar’s@latabaseased@ipon
judicial®@listrictBhembership@esignations@n@he@atabase.The@andomlyBelectedjudicial@istrictstused@oFEeneratel
theH]ist@orElheE’anquarter@)f@OlS@NereEDistrictBBECarteret,lZEraven,@ nd@amlicofounties)@EndmDistrictR27AR
(Gaston@ounty).R
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