
Getting old is a frightening

prospect for us all. Aged

receivables have their own

perils, and it is about time

that law firms look them

squarely in the face. A 

dirty little secret concerning 

collections is that a 

significant portion of law firm

receivables are not simply

30, 60 or 90 days late.

We need to make a distinction
between an aging receivable and
one that is downright old.The aging
receivable may not just be slightly
more than 90 days past due.We are
talking here about those that are
considerably past 90 days old –
sometimes multiples of that.

When receivables get that old, the
typical response in law firms is to
ignore them rather than take action

to collect them or write them off.
Sometimes firms with sizeable
amounts of old receivables have a
false sense of well-being, believing
that there is a lot of money coming
to them when the truth is that a
large portion of it will never be col-
lected.The key is to understand the
firm’s true finances, face up to prob-
lem receivables, deal with them and
resolve them once and for all.

CONSIDER THESE 10 
PRODUCTIVE STEPS:

1. Honestly evaluate the age and the
balances of the receivables. Is a
receivable over 90 days, or is it
really over 360? Acknowledging
there is a problem is the first step
toward resolving it.

2. Decide whether it is productive to
focus on all the old receivables or
to focus on those over a certain
dollar amount.We recommend
being realistic and establishing a
cut-off, such as $1,000, $5,000, etc.,
depending on how high the major-
ity of the balance levels are for the
receivables.The accounts below
that minimum may not be worth
your effort to deal with them.Your
collection software should be able
to make these distinctions for you.

3. Contact all attorneys and ask them
to review their clients with 
outstanding balances.Tell them up
front that you are looking for the
truth from them, not posturing or
obfuscation.The point is to take
action: either make the collection or
clear the books.The attorneys are
in the best position to make a 
realistic assessment of whether a
receivable should be kept on the
active list or written off.

4. Evaluate each account and 
determine the likelihood of 
payment if the firm invests more
time and effort to collect. Don’t
kid yourself about the reality of
collecting an account.When a
receivable exceeds 180 days past
due, there is only a 50% chance
that you will collect it, and the 
percentage drops off dramatically
after that.There may be a logical
reason why it has not been paid.
Perhaps the client does not have
the ability to pay and the attorney
has turned the receivable into a
contingent matter. Maybe the
attorney has worked out an
arrangement with the client
whereby he can pay after the 
matter has been completed.

THE PERILS OF OLD AGE:
FACING UP TO RECEIVABLES THAT HAVE GONE

BEYOND AGING, AND ARE JUST PLAIN OLD
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