
Trust Account Reconciliation: A
Critical Step for Legal Compliance

Trust account reconciliation keeps your law firm compliant, your clients
confident, and your financial records airtight. But even minor
mismanagement, whether accidental or systemic, can invite disciplinary
action, erode client trust, and expose your firm to serious regulatory
consequences.

Many firms still rely on manual processes that make accurate, timely
reconciliation harder than it needs to be. Disconnected workflows and the
absence of purpose-built tools leave the door open for errors that
compound over time.

The good news: with the right audit and reconciliation practices and the
best software for improving reconciliation accuracy, your firm can simplify
the entire process.

What Is Trust Account Reconciliation?

Trust account reconciliation is the process of comparing your firm’s internal
trust records against external financial statements to confirm accuracy and
compliance. Client funds must be held separately from your firm’s
operational accounts to prevent commingling and protect against
allegations of misappropriation.

A complete trust account audit and reconciliation tracks:

Client deposits, withdrawals, and interest-bearing accounts
These funds are governed by either Interest on Lawyers’ Trust Accounts
(IOLTA) or Interest on Lawyers’ Accounts (IOLA) frameworks, depending
on your jurisdiction. Failing to follow the applicable regulations puts
your firm at risk of fines, disciplinary action, and reputational damage.

https://www.timesolv.com/accounting-reporting/features/trust-accounting-software/
https://www.timesolv.com/accounting-reporting/features/trust-accounting-software/


Why Trust Account Reconciliation Cannot Be
Optional

Stay Compliant. State regulators monitor how law firms handle client
funds. New York attorneys managing client funds must maintain an
IOLA account. California requires an IOLTA account. Florida operates
under the Interest on Trust Accounts (IOTA) program. Knowing your
jurisdiction’s requirements and reconciling against them consistently is
the only way to reduce regulatory risk.
Validate Your Data. Even a minor clerical error can compromise
financial integrity. Regular reconciliation confirms that every transaction
is recorded correctly and matches client balances, protecting both your
firm and the clients who rely on you.
Maintain Client Trust. Clients expect their funds to be managed
responsibly. Reconciliation helps you catch and resolve commingling
issues before they damage relationships. Transparent billing practices,
backed by accurate records, reinforce the value your firm delivers.
Detect Fraud and Misappropriation Reconciliation is your early
warning system. Unauthorized withdrawals and unexplained
discrepancies may signal fraud or accounting errors. The sooner they
surface, the easier they are to resolve.

What Is Three-Way Trust Account
Reconciliation?

Three-way trust account reconciliation is the most thorough method
available. Where basic bank reconciliation compares only two records,
three-way reconciliation cross-checks three:

The bank statement, the client ledger, and the firm’s internal books

All three must match. If they don’t, you have a discrepancy that requires
investigation.

Explore Trust Accounting in Our Comprehensive Guide

Discover common trust accounting mistakes and essential best practices in
the trust accounting guide from TimeSolv. Our free resource helps you



prevent and overcome common trust accounting mistakes so you can
promote transparency.
Download Now

How to Reconcile Batch Trust Deposits to
Matters: A Step-by-Step Guide

Understanding how to reconcile batch trust deposits to matters is one of
the most operationally complex parts of trust accounting, particularly for
firms handling high transaction volumes. Here’s how to approach three-way
reconciliation correctly.

Step 1: Gather the Right Documents

Before you begin, collect your bank statements, general ledger records,
individual client ledgers, and deposit and withdrawal records. Confirm that
all documents cover the same time period so there are no gaps in the
reconciliation.

Step 2: Reconcile the Bank Statement with the General
Ledger

Compare your bank statement against your firm’s general ledger. Look for
unrecorded transactions, bank fees or errors, and timing differences in
deposits or withdrawals. If a discrepancy appears, trace it back through
your transaction history. Note the date, time, and amount of any
irregularity.

Step 3: Reconcile the General Ledger with Client Ledgers

When reconciling batch trust deposits to matters, this step is where
allocation errors most often surface. Compare your general ledger against
individual client ledgers and watch for incorrectly allocated funds, missing
entries, and mathematical errors. Most discrepancies at this stage trace
back to clerical mistakes, but all of them warrant a full investigation.

https://go.timesolv.com/trust-accounting


Step 4: Reconcile Client Ledgers with the Bank Statement

Confirm that each client’s ledger balance matches the bank’s records. If
inconsistencies remain, recheck your deposit and withdrawal entries to find
where the error originated.

Step 5: Document Everything

Record the date and period covered, every discrepancy and its resolution,
and all supporting documentation. This audit trail protects your firm if
regulators, clients, or courts ever question your trust accounting practices.

Best Practices for Audit and Reconciliation at
Your Firm

Establish Clear Policies. Document how client funds are received,
deposited, and tracked. Assign dedicated team members to handle
reconciliations and build redundancy into your process so errors don’t
go undetected.
Reconcile consistently. Monthly reconciliation is the minimum
standard. For firms managing high transaction volumes, more frequent
reconciliation reduces risk and keeps discrepancies manageable. Find
out what your jurisdiction requires and build your schedule around it.

Use the Best Software for Improving
Reconciliation Accuracy

Manual reconciliation is slow and error-prone. Automation eliminates the
repetitive data entry that leads to mistakes and accelerates reconciliation
across even complex multi-matter trust structures.

TimeSolv is purpose-built for law firm trust accounting. It automates data
entry, flags discrepancies in real time, and integrates with QuickBooks and
other accounting tools to give your firm a complete, accurate view of every
trust account. The result: faster reconciliation, fewer errors, and a stronger
audit and reconciliation record.



How to Reconcile Batch Trust Deposits to
Matters

Batch trust deposits are one of the most common sources of reconciliation
errors. When multiple client payments are deposited together, it becomes
harder to confirm that each dollar is allocated to the correct matter.
Without a clear process, firms risk misapplied funds, reporting
discrepancies, and compliance issues.

What Is a Batch Trust Deposit?

A batch trust deposit occurs when multiple client payments are combined
into a single deposit transaction in your bank account. This often happens
with:

Credit card processors
Online payment portals
Daily deposit batching from payment systems

While batching improves operational efficiency, it creates an extra step
during reconciliation. You must break that total deposit back down into
individual client transactions and match each one to the correct matter
ledger.

Step-by-Step: Reconciling Batch Trust Deposits

1. Start With the Bank Deposit Total

Locate the batch deposit in your trust bank account statement. This is your
control number. The total amount must match the sum of all individual
client payments in the batch.

2. Pull the Payment Detail Report

Use your payment processor or billing system to generate a report showing
all transactions included in that batch. This report should include:



Client name
Matter ID
Payment amount
Date of transaction

This is the breakdown you will reconcile against your trust ledger.

3. Match Each Payment to the Correct Matter Ledger

Go line by line and confirm:

The payment is recorded in the correct client trust ledger
The amount matches exactly
The date aligns with your internal records

If a payment is missing or applied to the wrong matter, correct it before
moving forward.

4. Verify the Batch Total Equals the Sum of All Matters

Add all individual matter allocations together and confirm they equal the
total bank deposit.

If they do not match, investigate immediately. Common causes include:

Processing fees are deducted before the deposit
Duplicate or missing entries
Misapplied payments

5. Account for Processing Fees Separately

Many payment processors deduct fees before funds hit your trust account.
These fees should never be taken from client trust funds.

Instead:

Record the gross payment to the trust account
Record the fee separately in your operating account

This step is critical for maintaining compliance.



6. Document the Reconciliation

Maintain a clear audit trail that shows:

The original batch deposit
The list of included payments
The matter-level allocations
Any adjustments made

This documentation protects your firm during audits and internal reviews.

Common Mistakes When Reconciling Batch
Deposits

Even experienced firms run into issues with batch deposits. Watch for:

Reconciling only totals, not individual matters
Every payment must tie back to a specific client ledger.
Ignoring processor deductions
This leads to trust account shortages and compliance risks.
Delaying reconciliation
The longer you wait, the harder it is to trace discrepancies.
Manual tracking across spreadsheets
This increases the risk of human error and missed entries.

How TimeSolv Simplifies Batch Trust
Reconciliation

Reconciling batch deposits manually is time-consuming and error-prone.
TimeSolv helps firms reduce risk by connecting payments, matters, and
trust accounting in one system.

With TimeSolv, you can:

Automatically track payments by client and matter
Maintain clear separation between trust and operating funds
Generate reports that align deposits with matter-level detail
Reduce reconciliation time with accurate, real-time records



Instead of rebuilding batch deposits by hand, your firm can verify
allocations quickly and confidently.

Why This Matters for Compliance

Trust accounting rules require precise tracking of client funds at the matter
level. Batch deposits do not change that obligation.

If your reconciliation process cannot clearly show how a single deposit
maps to individual client balances, your firm is exposed to:

Audit findings
Client disputes
Potential disciplinary action

A consistent, documented reconciliation workflow ensures every dollar is
accounted for and properly assigned.

Modernize Your Trust Account Reconciliation
With TimeSolv

TimeSolv gives your firm every tool it needs to reconcile trust accounts
accurately and stay compliant. From batch deposit allocation to three-way
reconciliation and seamless integrations, TimeSolv removes the friction
from trust accounting so your team can focus on delivering value to clients.

Stop relying on manual processes that slow your firm down and leave
compliance to chance. Try TimeSolv free at timesolv.com.

https://www.timesolv.com/start-now/

