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STARTING A FIRM

Formation Considerations

O Corporate Filing Status
0 Corporation (e.g. Sub S, C)
General Partnership
Limited Partnership
Limited Liability Partnership (LLP)
Limited Liability Limited Partnership (LLLP)
Limited Liability Company (LLC)
O FEIN (Federal), State, and Local Account Number(s)
0 Establish online accounts for quarterly tax payments
O Partnership/Operating Agreement
O Source of funds to fund the new entity?
O Selecting a CPA to consult on tax and financial implications of merger
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Compensation Considerations

O Partner/Owner compensation (e.g. Salary, Draws, combination, etc.)
O Associate/Staff compensation
O Bonuses
0 Will there be bonuses? If so, based upon what criteria?
= Performance tied to billable hours, collections, etc.?
= Consideration given for marketing activities, mentoring, community
involvement?
O Employer/Employee Benefits Plans
0 Simple IRA, 401(k), Profit Sharing, SEP, QNEC
0 Insurance - Health, Life, Disability Insurance, Dental, Vision
O HSA, FSA Accounts
0 PTO and Sick policies

Accounting and Billing Considerations (TBA)

O TBA and Practice Management Software
0 Cloud or premise based software?
= Schedule demos with sufficient time to review options and plan the
implementation



= |dentify beforehand your billing procedures (see Billing and Accounting
Procedures section) so you can determine if the program will handle your
needs.
= Review data that exists in existing locations (e.g. Outlook, documents,
spreadsheets) to consider what could/should be migrated to the new product
O Setup new bank accounts
0 Operating, Money Market/Savings, Payroll, etc.
0 IOLTA account — Confirm the bank is opening an IOLTA account that complies with the
Bar Association’s guidelines, not a regular bank account labeled as a Trust Account;
IOLTA account remit the interest to the Bar Association’s IOLTA program every month.
0 Credit card usage — Will you obtain a corporate credit card or use your personal card
and get reimbursed?
0 Will you accept credit card payments from your clients?
= Research credit card merchants and create accounts. The merchant must
understand how law firm trust accounting works and no credit card processing
fees should be charged against the trust account. LawPay is recommended by
many state and local bar associations.
O Will you obtain a Line of Credit?
O Create a Business Plan or at least a Budget
0 Capture the known monthly recurring expenses (e.g. rent, utilities, advertising,
software, supplies, etc.)
O Establish a General Ledger Chart of Accounts for allocation of banking and billing transactions
0 Consult with your CPA
0 Options may be available from the bar association or the ABA
O Payroll
0 Will you process manually (not encouraged) or use a payroll service (encouraged)?
0 Who will file the quarterly payroll tax returns and make the quarterly or monthly tax
payments?
O Insurance policies
0 Professional Liability (confirm if Tail Insurance is included)
Property (liability, wind, fire, flood, etc.)
Auto
Key Man
Business Interruption
Loss of valuable documents
Workers’ Compensation
0 Tail Insurance coverage
O Designate another Attorney to close the practice in the event of death, disability, impairment or
incapacity and have a written agreement outlining their responsibilities.
0 Should this Attorney also act as your personal attorney?
0 Signed consent authorizing the Attorney to contact clients for instructions to transfer
files, authorization to obtain extensions of time, etc.
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Bank authorization to sign on General or Trust accounts, taking into consideration that
Attorney’s access to your accounts, especially the Trust account. Decide when access is
granted (e.g. all times, specific times, or the happening of a specific event).

Inform staff and spouse of the agreement and the Assisting Attorney’s contact
information.

Update any retainer agreements to identify the Assisting Attorney.

O Billing procedures

0 Create and use a Retainer/Engagement Agreement
0 Will you charge an Initial Consultation fee?
0 Establish Billing Arrangements
= Hourly, Fixed Fee, Contingent, Phased, etc.
= |f Fixed Fee or Contingent, will you still track your hours to measure the
profitability on your cases? You can’t measure it if you don’t track it.
0 How will Advanced Costs be addressed?
= Asset or Expense (NOTE: Per the IRS Attorney Audit guidelines, costs advanced
should be maintained as an asset and not expensed every year. Consult with
your CPA).
= (Cash required to fund advanced costs?
0 Are your non-refundable fees deposited directly into Operating or Trust?
0 Will you implement a Retainer Replenishment/Evergreen Retainer policy? Imperative
for consistent cash flow.
0 Commit to consistent billing. WIP is your inventory and you can’t get paid if you don’t
bill your fees.
O Reporting
0 Understand the common productivity reports
= Accounts Receivables
= Billings
= Collections
= Billable/Non-Billable Time
= Timekeeper Budgeting
0 Firm financial reporting used for your tax return

=  Profit and Loss Statement (Income and Expense Statement)
= Balance Sheet
= Trial Balance



