
Turbocharge your Cashflow! 

By Richard Hugo-Hamman

Cash is the lifeblood of every business. Arguably, because most small law firms are under-capitalised, cash flow is even more important 
to small law firm owners. Sometimes the amount of cash flow can be the difference between paying the school fees and mortgage 
repayments or not being able to pay them! Therefore, this important cog in your business wheel should not be a distant topic. You need 
to maintain your cash flow to run a good business, reduces stress and maintain your working capital requirements.

 Here are a few cash flow situations that can lead small law firms into disaster:

1. Bad (or often no) payment arrangements are discussed with your clients.

2. You fail to bill in the way you agreed to with the client because you have bad systems in place.

3. Your poor record keeping means that inordinate effort must go into creating a bill. These tasks are tiresome and boring and  
therefore get put off and payments are delayed.

4. There’s a reluctance (one that many lawyers have) to bill before a matter is complete.

5. You fail to bill because despite keeping records, you know that satisfactory payment arrangements are not in place.

6. Your partners put pressure on you to record time rather than generate income.

7. You fail to bill regularly for small amounts.

8. You fail to provide detailed bills which delays the time it takes for your clients to pay.

9. You only have limited payment methods set up which discourage your clients from paying you early.

10. You fail to request trust/client money deposits from clients.

11. There is no debtor follow up.

12. There is a lack of incentive for your clients to pay you early.

13. You continue to work on matters where your clients fail to pay.

Any of these situations sound familiar? This state of affairs is almost entirely due to a lack of good organisation. In the modern world, it 
is becoming increasingly more difficult to competitively organise all these pressure points without good software. With good software, 
it all becomes possible. And if done properly and consistently, you can focus your efforts on legal work, not running the firm. As a 
result, implementing good systems will enable you to enjoy legal practice a whole lot more!



Engagement Letters

In the 7 Habits of Highly Effective People, Stephen Covey says “Begin with the end in mind”. Getting paid is the end, starting with a 
mutually understood agreement is the beginning. Whether you call them Costs Agreements or Client Care letters, their purpose is the 
same – to create a clear set of rules for the conduct, billing and payment through the course of the matter. Despite regulatory 
requirements and the possible sanction of not being able to recover costs in the event of a disputer, it is amazing how many lawyers 
fail to have clear written arrangements in place.

If your system is well organised and covers the common areas of law practiced by you, then you should have a precedent Costs 
Agreement for each matter type that is instantly available to you when you create a matter.

No matter what size your firm is, standardisation of engagement terms makes it a lot easier for your firm to communicate with clients. 
The Matter Type will inform all your staff of the payment arrangements in place. The standard precedent letter makes the creation of 
the letter (a non-billable activity) quick and accurate. 

If a Costs Agreement is created not only because of firm policy but out of habit, your firm will instantly become well organised and 
you will be paid faster.

Recording and measuring what you do, when you do it.

The key to productivity in any business is to “touch it once”. Making good attendance records at the time, whether you plan to time bill 
or not is the key to this. These days many lawyers spend a lot of time out of the office and a good system will allow you to make your 
attendance and time records contemporaneously wherever you are, in the office or out and about using your smartphone. 

Time spent re-working data for billing purposes must be minimised so that you can produce accurate bills at any time without additional 
effort.

The advantages of these accurate records include:

• You comply with your professional obligations and reduce risk;

• You can be completely transparent and accountable to your clients;

• You boost productivity by reducing the amount of time spent billing; and

• With a good easy to use system you will record more, bill more and get paid more.

Because of this organisation, the natural consequence will be that your cash flow improves.

Record your outgoings in a disciplined way.

You are probably required to make disbursements or incur cost recoveries on behalf of clients. If your system is not capturing these as 
you go, you will fail to bill your client and end up paying for these yourself out of your profit costs. This retards your cash flow. Stop 
doing this and the reverse becomes true.

Bill regularly in small amounts the way you agreed with the client.

There is no point agreeing with a client that they will pay regularly and then not bill regularly. Of course, to do this you need to have 
been keeping accurate records.

But it is just common sense really that having struck a good arrangement, you should keep your part of the bargain. Unfortunately if 
you don’t have a good system, all the barriers mentioned above come into play. I have been to many law firms where billing is left to 
the end of the month and the firm goes through a 2 day upheaval to ‘get the bills out‘. This is ridiculous. What other business, or what 
business striving for efficiency, would spend 10% of their billable time doing non-billable, tedious and boring work, just because they 
haven’t invested in a good management system? You don’t need to tolerate that misery.

Bill as soon as you can – don’t wait for the end of the month.

Possibly one of the biggest impacts on cash flow is the traditional thinking that is locked into monthly billing cycles. You should bill 
as soon as you are entitled to. This will turbocharge your cash flow. Even if you have a trust deposit in the bank, it is no good to you 
unless you can transfer it into your office account. You should make this the standard practice in your firm, not the exception when a 
client asks. The change will astonish you!



Give your client a bill they can understand.

The dark arts of the summarised bill might have been acceptable in days gone by, but in the modern world of transparency and 
accountability, giving your client a good and immediate understanding of the work done is most likely to accelerate payment. Consider 
what you do when you get a bill that you don’t understand. You don’t pay.

Your system should enable you to produce bills that communicate well, and appropriately for the area of law being practiced, and meet 
the personal preferences of the practitioner.

Use technology to get paid.

I continue to be amazed by the number of firms that still send paper bills. By all means do so for elderly clients who might not have 
access to email, but for everyone else, put it in your costs agreement and send electronic bills. In most cases they are going to pay 
online anyway, so why not make it easy for your clients. A hyperlink directly from the invoice to the payment portal will also tempt a 
significant number of clients to pay immediately when they receive the invoice. Make sure that your management system allows for 
this.

Get trust deposits whenever you can.

It is perfectly sensible to ask for a trust deposit for every type of work. It not only reduces your risks, but allows you to qualify the 
client’s capacity to pay at the start of a matter, not in the tail when the debt goes bad. Having money in trust, a costs agreement setting 
out conditions for transfer, and doing the bill as soon as you are entitled to will also accelerate your cash flow.

Offer various payment methods

The more choices human beings have the higher the percentage that will respond. Giving client’s the option to pay in a variety of 
ways, such as BPay or a Credit Card will also increase the rate at which you get paid. Make it convenient for your clients. Personal 
circumstances shift over time, and despite best intentions sometimes a credit card is needed. The ability to economically set up and 
manage payment plans, particularly in Family Law matters, can also insulate you from delayed payments.

Don’t do work for clients who are in arrears.

A crucial part of being ‘properly instructed’ is to be paid for your services. If you continue to do work for clients who do not pay you, 
then a cash flow conversation is futile – you are on the way to becoming a charity.  Your management system should alert you when 
clients are in arrears so that you can make informed decisions about stopping work for a particular client.

None of these will have huge impact on its own but in concert they can;

• Reduce the stress of having cash flow pressures constantly nagging at you;

• Allow you to enjoy practice more; and

• Enable you to enjoy a lifestyle that is aligned with the amount of work you do. 

Introducing a good management system into your firm will help you do this.
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