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When I was in college accounting was one of those classes students would switch their major in

order to avoid. So when I fell in love with it I figured it would be smart to take it and run!

I started working my entrepreneurial muscles as an in house accountant for a rapidly growing

small business and quickly learned the "street smarts" side of accounting and taxes. I eventually

moved to a tax and accounting office where I quickly realized that accountants are largely viewed

as the dry and boring "no mans" and bearers of bad news, which was not appealing to me. 

I'm an entrepreneur who loves turning business numbers into powerful tools that owners can

leverage for profitability and ultimately contribute to the lifestyle they want. I love the strategy as

much as I love the numbers. 

 

Why lawyers you ask? 

 

Believe it or not, lawyers and accountants/CPA's have a lot in common. Our clients don't like

dealing with us, we operate in a time tracking environment, the mindsets have similar patterns,

and the industry trends are parallel in many ways. 

One thing that is different is that in all but a few states, lawyers must be licensed and practicing in

order to own their firm. This limits their time even more. You can't own a law firm passively. I

discovered this and a few other common circumstances lead to a financial hole in law firms that

costs not only time but massive amounts in money lost to taxes and other financial drains. So, I set

out to change this. 



THE METHODOLOGY
What it's all about

Strategies to acquire, keep, and make money earn more money have been around since ancient

times. In an age of information overload, it’s not always obvious what really works and where we

should be paying attention. So here’s your sign, the following concept is one you should take

seriously.

I’ll bet if you could look your past self in the face right, you’d chuckle and shake your head while

saying “oh, if you only knew what you were getting yourself into”. Being a lawyer and being a

business owner are two different hats that take intense and purposeful strategy to manage.

Finances are one of the biggest pain points for lawyers and yet, one of the most powerful tools a

lawyer can leverage. Properly managed, financial tools can help create a profitable law business

that supports not only it’s team, but it’s founders ideal lifestyle all the way through retirement. In

order to get your financial house in order, you’ve got to start with some basics.

If the word budget induces mini seizures, this is for you. We’re not talking about the budget you

think we’re talking about. This is not the one you wing the numbers on or get a month after things

have happened and it’s too late to react. This is not a report that you look at or even numbers

you adjust on a monthly basis. This is bank account budgeting.

The method behind bank account budgeting has been around for a long time. There are books

written about the systems and the psychology around why it works so well. And you’ll love this,

this system prioritizes paying yourself first. There was a book written in the 1920’s, The Richest

Man in Babylon by George S Clason which talks about this very thing. Sometimes a mentality of

sacrifice can cause you to skip your own paycheck for the greater good. This happens once, then

twice, then a dozen other times, next thing you know you’re having marital problems and you feel

like this was all a mistake. No more, we’re going to put your pay first and the rest will fall into

place.

If you leave money in your business, your business will figure out ways to spend that money, so

we prioritize getting it out. Parkinsons law says that if you have an increase in income, your

expenses will rise to meet or exceed that increase within 3-6 months unless there’s a specific

force against it. This system is that specific force.

Why you should trust the system



HOW IT WORKS
Implimentation

Now that the force is with you, let’s talk about what this system looks

like in your firm. Mike Michalowicz does a great job in his book Profit

First in describing this system. Some of us, when we were young,

watched Mom take her paycheck on Friday and sit down at the dinner

table to go over money for the week. She would lay it all out on the

table next to a few envelopes. First, she would take money and put it

in the “rent” envelope. Next, she stuffed some cash in the “bills”

envelope, then “savings”, then “vacation fund”, and whatever was left,

that’s what she had to live off that week. In this scenario, Mom’s check

is your firm’s revenue, and the envelopes are separate bank accounts.

Instead of stuffing cash in an envelope, you’ll transfer money from your

revenue bank account into the other bank accounts. We outline those

bank accounts below.

   

 Here’s how this works, all your revenue gets deposited into your

revenue bank account. From there, the money is transferred between

the remaining accounts based on %’s that are derived from your

financial information. We’ll get to those %’s here in a moment. Here

are the bank accounts you will want to open and use.

Think of Momma



WHAT ACCOUNTS TO USE
Set up

A law business calls for a basic 6 account model. Now, the first reaction I always get is “oh

man, that sounds like a lot of work and confusion and I’m just not sure that’s right for my

firm, my firm is different, and this won’t work”. Stop that mind chatter right now and trust

the process that has ancient roots. Your knowledge skills and abilities may be unique, but

your law business is not. This system works so well that 90% of our clients implement the

methods in their personal finances. So just trust us for a moment and keep reading.

Revenue

Owners Comp

This is your only deposit account. If you earned the money,

deposit it ALL into this account ONLY.

This is you bringing home the bacon. Take this money, you

earned it!

Payroll

Profit

Taxes

OPEX
This is what was left from Mom’s check after she

prioritized the envelopes. This is all other expenses after

you pay yourself and your people.

Yup, if you want a profitable firm, you’re going to pay

taxes and that’s just how it is. There are many ways to

strategize and save big with taxes, but if you’re doing it

right, you’ll pay a little.

This money is out of sight out of mind. Do not touch it, do

not spend it in your head, it does not exist.

This account will only be used for payroll. That means all

W2 employees.

How to manage your cash using multiple bank accounts



FACE THE FACTS
Time to 

HARD TRUTH – If you’re like 75% of law firms, you’re overspending

and there won’t be enough left in OPEX to cover your current

expenses. There are a few common reasons why lawyers are

overspending and a few things you can do right now to decrease

your expenses.

 

Where you might be overspending

 

60% of law firms are currently overpaying in payroll expense.

Now, this doesn’t mean you’re overcompensating your people, it

means you have more people than you really need. Usually that is

because of an inefficiency in role duties and under utilization of

technology and processes. We recommend doing a time and task

audit of each position in your firm. For no less than two weeks,

have each person track their time and what type of task they

performed during this time. Once you have the data, review it

and observe if what each person is doing makes sense and if

there’s any opportunities to make work more efficient or utilize

technology to increase productivity.

The whole truth and nothing but the truth



QUICK WAYS TO SAVE
Let's get moving!

These should be on an annual checklist somewhere in your office which your office

manager completes every single year.

1)      Call the phone & internet companies and ask if they have any promotions

going on or any new packages that offer the same services for less. These

companies will change their packages from time to time but if that means you’re

overpaying; they’re certainly not going to call you and tell you that.

2)      Get your merchant rates reviewed by a different provider. Credit card

companies have a lot of flexibility in the rates they give you for credit card fees.

Have your rates reviewed by a different merchant provider to see if you’re getting

the best rate. If you get a lower rate, before you hop on board and go through all

that switching over, give the new rate proposal to your current merchant provider

and ask them to match it. If they do, sweet, no extra work for you. If they don’t,

consider switching (but pay attention to the conditional fees and terminal cost).

3)      Insurance. Meet with your insurance representative annually to review your

coverage. They wouldn’t need a discount double check if they knew you were

always getting the best rate. Make sure you have adequate coverage, but nothing

that you don’t actually need.

4)      Go through all your bank statements including credit cards, loans, lines of

credit and take a good look at each expense. If you don’t actually need it, cut it. If

you can do without it, cut it. If you can find it cheaper, cut it.

5)      If you have credit cards that you are paying off, look into transferring the

balance to a credit card that will allow you 0% interest for 12-24 months.

If you have a line of credit or loan, do the same thing as with the credit card but

ask for lower rates or see if someone else will offer you a lower rate.

Some expenses you can cut like, today



UNCOVER YOUR NUMBERS
Apply it to your firm

There is a lie floating around out here that says you must spend

money in order to make money. I’ll direct you back to Parkinson’s

Law. If you can live without that expense, do it. This amazing

thing happens when you do this exercise in your law business.

You get really creative about how you do things and you begin to

develop a habit of always checking yourself before you swipe a

card. Small expenses here and there really add up. These are

good money habits.

 

So now that we’ve got that all that lined out, let’s get this system

set up for your firm.

 

Here’s what you’ll need to have in order to calculate your %’s:

1)      Previous years (Jan-Dec) Income Statement aka Profit and

Loss aka P&L OR your last year’s tax return

2)      Balance Sheet as of December 31st of the previous year OR

the balance sheet from your last year’s tax return

 

Once you have these handy, complete the excel sheet that

accompanied this document.

Applying it all to your situation



NEXT STEPS
You've got your numbers, CONGRATS!

If your bank does not offer free business checking accounts, find a bank

that does. Trust us it’s worth the switch and you don’t want all those fees;

your budget just doesn’t allow for them (anymore)!

1.       Set up your bank accounts

Give your banker this list and have them help you name each account so

you can see the names from your online portal. If they try to argue with

you about setting up so many accounts just tell them your accountant is

making you (accountants make wonderful scapegoats FYI).

Revenue – Deposit only

Owners Comp – Will need checks

Payroll – Will need checks

Profit – Deposit only

Taxes – Deposit only

OPEX – Will need checks & debit card

2.       Move all your autopay’s to come out of OPEX.

3.       If you use a payroll provider, update your bank account to the

payroll account. If you are on payroll, you will need to transfer your gross

wage amount from owners comp to the payroll account each pay period.

4.       Update your merchant provider to have credit card payments

deposited into the revenue account.

5.       Start depositing all your funds into your revenue account.

Get to steppin



ONGOING MAINTENANCE
Keeping it up

Log into your bank account and make transfers from revenue to all other

accounts. Use your transfer calculator from the Budget % Calculation

spread you made earlier. The reason you only want to do this bi-weekly is

because this system should automatically allocate enough funds for you

to step back and not over-worry.

Watch OPEX like a hawk, especially in the beginning. It is not uncommon

to make adjustments as you get started. Over time, you will get familiar

with what a healthy OPEX balance should be each time you log in.

Keeping tabs on your progress as things change

Re-evaluate your %’s by going through the entire process using the

Budgeting % Calculation excel, only this time, use the numbers from the

previous Quarter. Always aim to keep expenses smart and lean.

Bi-Weekly

Quarterly

CONGRATS! You’ve officially set up your bank account

budgeting system! Have fun, enjoy getting paid regularly,

and we are always here if you run into a snag.


