
W
hen it comes to managing their

receivables, many firms tend

to regard this as an aspect of

financial management. It is, after

all, about money; you can touch and feel

the dollars.

However, receivables management is just as

much a function of practice management.

It is not just about numbers. Behind most

receivables more than 90 days past due is a

story about why the account has not been

paid – cash flow problems, complicated

transactions, and many more. Understand

those stories, get to the bottom of them –

and you will have a better understanding

of how to get paid.

Firms find themselves facing a dilemma.

On one hand, they truly want to embrace

institutional thinking and run as a business,

putting structures and procedures in place

and holding people accountable. On the

other, they are reluctant to hold the individual

attorneys accountable and deprive them

of their autonomy because of the different

circumstances that may exist that impact

payment from clients.The two attitudes

create an uneasy balance. It is hard to have

clear-cut procedures while poking holes in

them with plenty of exceptions.The truth,

though, is that your firm must. Everything is

not black and white.You need to make it

clear to your attorneys and staff – as well as

your clients! – what your policies and your

expectations are.Yet, there needs to be a fair

amount of latitude for decisions based on

individual client relationships.

It will be important to layer your firmwide

efforts, to take into account both formal

collection procedures and practices and

the informal, individual efforts that exist in

practice to service clients.

Mid-year is an appropriate time to focus on

these issues, before getting into the mad rush

of year-end.

To ensure that your receivables are not

enjoying a ripe old age, take these steps:

1. Step back and start dissecting
the older, harder-to-collect
backlog of receivables. It may
be necessary to dig deep to
understand just how old they
are. Many firms do not differentiate
between receivables that are 90 days

past due and those that are much older.

Understand the dates on the ageing report

to discover how old the receivables really

are. Look to see if there is any recent billing

activity on the account, when the last

payment was received and for how much.

It is surprising to us how firms continue to

do work for clients without considering

whether they are paying their bills.

2. When managing the backlog
of receivables, look first at
your oldest receivables and
work your way back to those
that are newer. It may seem harder,

but it will be productive to spend time first

with the oldest receivables, moving forward

to determine their collectibility.

3. Ask all attorneys to review
their clients with outstanding
balances. Tell them up front that you

are looking for the truth from them.The

point is for them to take decisive action:

make the collection themselves, get help

from the firm’s accounts receivable

management team or clear the books.

The attorneys are in the best position to

assess whether a receivable should be kept

on the active list or written off. However,

they are often reluctant to follow through

with the write-off process.
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