
 

 

MASSACHUSETTS 
INTEREST ON 

LAWYERS TRUST 
ACCOUNTS 

COMMITTEE 
 

 
 

Operations  

Handbook  

for  

Financial  

Institutions  
 
 
 

2010 
 



P a g e | 1 

OPERATIONS HANDBOOK FOR FINANCIAL INSTIT UTIONS 

 

TABLE OF CONTENTS  
 

 

I. INTRODUCTION  

  

 What is IOLTA?       3 

 How Does it Work?       3 

 Benefits - Publicity, Community Reinvestment Act, etc.  4 

 

 

II.  OPENING AN IOLTA ACCOUNT  

 

 A. Title of Account      5 

 B. Tax Identification Number     5 

 C. Account Type       5 

 D. Signature Cards & Corporate Resolutions   5 

 E. Notification to Committee     5 

 

 

III.  CHARACTERISTICS OF IOLTA ACCOUNTS  

 

 A. What Funds are "Client Funds"?    6 

 B. Eligible Accounts      6 

 C. Tax Implications      6 

 D. Interest Rates       7 

 E. Service Charges      7 

  (1) IOLTA Fees 

  (2) Normal Service Charges 

 F. Minimum Balance Requirements    7 

 G. FDIC Deposit Insurance     7 

 

 

IV.  INTERNAL POLICIES  

 

 Contact Person       8 

 Procedures        8 

 Statement Period       8 

 Account Closing       8 

 

 

 

 

 

 

  



P a g e | 2 

 

 

 

 

V. REMITTING  

 

 A. Reporting Period      9 

 B. Interest Remittance Reports     9 

 C. Financial Institution Summary Sheet    9 

 D. Payment Options      9 

  (1) Electronic Funds Transfer    9  

  (2) Checks       11   

 E. Attorney Notification      11 

 

 

VI.  APPENDIX 

 

 A. Court Rule       12 

 B. Court Rule Comments     18  

 C. Supreme Judicial Court Guidelines    20 

 

VII.  EXHIBITS  

 

  A. Notice of Enrollment      26 

   B. W-9        27 

  C. Account Closing Form     28 

 D. Federal Reserve System Opinion    29 

  E. Federal Deposit Insurance Corporation Opinion  30 

  F. Federal Home Loan Bank Board Opinion   31 

  G. IRS Ruling       32 

  H. Interest Remittance Summary Report     34 

 I.  Interest Remittance Detail Report    35 

   

 

 

 

 

 

 



P a g e | 3 

I. INTRODUCTION  

 

WHAT IS IOLTA ?  
 
IOLTA is an acronym for ñInterest on Lawyers Trust Accountsò. IOLTA revenue is the result of interest 

earned on lawyersô client fund accounts. The program requires lawyers and law firms to establish 

interest-bearing accounts for client deposits which are nominal in amount or expected to be short-term. 

First approved as a voluntary program in 1985, the Supreme Judicial Court adopted a mandatory IOLTA 

program in 1989 requiring all eligible lawyers, law firms, and legal associations to set up these accounts 

if they held eligible client monies. Some examples of the types of funds one would expect to find in 

IOLTA accounts are attorney's fees paid in advance, real estate deposits and closings, personal injury 

awards and litigation settlements prior to disbursement. IOLTA programs currently exist in all 50 states.  

 

HOW DOES IT WORK ? 

 

Prior to the IOLTA program, lawyers had placed nominal or short-term deposits into pooled, non-interest 

bearing client accounts because they were prohibited from collecting interest on client funds for 

themselves, and because the cost of setting up individual accounts would outweigh the benefit of any 

interest earned. Under the IOLTA program, lawyers must place these funds into pooled interest-bearing 

accounts, with interest remitted to the IOLTA Committee. These accounts can be established with any 

bank, savings and loan association, or credit union authorized to do business in Massachusetts, and 

insured by the Federal Deposit Insurance Corporation, or similar federal or state insurance programs.  

 

Interest remitted to the IOLTA Committee is distributed to three court mandated charitable entities: The 

Massachusetts Legal Assistance Corporation, The Massachusetts Bar Foundation, and The Boston Bar 

Foundation. All IOLTA funds received by these charities are used to support the delivery of civil legal 

services to the poor, and to improve the administration of justice in the Commonwealth. IOLTA is a 

partnership between the legal community and the banking community which provides a critical public 

service. 

 

This manual has been designed to assist financial institutions in establishing and maintaining an effective 

program. If you need further information or assistance, please contact: 

 

 

THE MASSACHUSETTS IOLTA COMMITTEE 

Seven Winthrop Square, Third Floor, 

Boston, MA 02110-1245 

(617) 723-9093 

www.maiolta.org 
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BENEFITS  
 

Participation in the IOLTA program by financial institutions is not mandatory, but can result in many 

significant benefits. Conversely, not offering IOLTA accounts may negatively impact relationships with 

attorneys seeking a full service institution.  

 

The following are some specific benefits associated with participating in the IOLTA program: 

 

PUBLICITY  
 

Financial institution participation in the IOLTA program is highly publicized by the IOLTA Committee 

through attorneys, bar associations, legal periodicals and journals, the media, and nationally to other state 

programs. Also, financial institutions with the most favorable IOLTA account policies (waived service 

charges, competitive interest rates) are highlighted whenever possible and may, as a result, receive 

significant referral business. 

 

PUBLIC RELATIONS  

 

Your IOLTA participation may also be described in your banking information brochures, newsletters, 

annual reports, and other publications to let shareholders, customers, and others know that your 

institution is a partner in raising funds in the local community to help ensure equal access to justice for 

the poor in Massachusetts. 

 

GOOD BUSINESS 

 

Promoting IOLTA is good business for your institution. Since an IOLTA account is a pooled client funds 

account, average balances can often run significantly higher than similar type deposit accounts, and as a 

class, offer great potential for low-cost deposits. Further, attorneys are an excellent source for cross 

selling banking services, such as: consumer and business loans, other deposit accounts, mortgage 

services, and escrow and trust services.   

 

COMMUNITY REINVESTME NT ACT  

 

Many institutions have cited their IOLTA participation within their Community Reinvestment Act 

statements to state and federal regulatory agencies. The IOLTA Committee can provide grant 

information in your service area to facilitate this process. 

 

For all these reasons, and for the charitable purpose for which IOLTA funds are used, IOLTA can be a 

very positive undertaking for financial institutions. The following are specific guidelines to assist you in 

complying with provisions of IOLTA. 
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II. OPENING AN IOLTA ACCOUNT  

 

Upon receipt of a Notice of Enrollment form (Exhibit A) from an attorney, the financial institution 

should open a NOW, Super NOW, Money Market, or other suitable interest-bearing account with the 

following specifications: 

 

 

A. Title of Account: ñIOLTAò or ñClients' Fundsò* should appear in the title of the account, along 

with the attorney or firm name and address. ñIOLTAò should also appear on checks or deposit 

tickets, but variations are allowed to accommodate specific circumstances.  

 

B. Tax Identification Number: The TIN of the IOLTA Committee is 04-3168608 and should be used 

to assign all interest income. The TIN of the lawyer, law firm, or client should not be used for an 

IOLTA account. A completed form W-9 is included in this package (Exhibit B) to certify the TIN 

of the IOLTA Committee, and to certify that the IOLTA Committee is NOT subject to backup 

withholding. Further, neither the IRS nor the IOLTA Committee requires that a 1099 be 

generated on IOLTA accounts. If a 1099 is generated, it should reflect the TIN of the 

Committee.À 

 

C. Account Type: Many institutions have found that by assigning a specific account  

 type to all IOLTA accounts they can avoid potential problems with the unique  

 requirements of IOLTA. Branch personnel should be informed of special pro- 

 cedures used when opening IOLTA accounts. 

 

D. Signature Cards and Corporate Resolutions: The ñNotice of Enrollmentò form  

 should be used as instructions for the financial institution to open the account,  

 and can be used in conjunction with the institutions standard signature card and  

 corporate resolution forms. All authorized signatories should appear on the  

 Notice of Enrollment, or should be included as an attachment.  

 

E. Notification to the Committee: When opening a new IOLTA account, the attorney is  required to 

 complete and forward to the IOLTA Committee, the ñAttorneyôs Notice of  Enrollmentò form. 

 Some institutions have found that it simplifies the process if they accumulate these forms for  all 

 new accounts opened during the reporting period and submit them along with their interest 

 remittance report. Ultimately, the attorney is responsible for notifying the Committee, but either 

 method is acceptable.  

 

 

 

 

 

                                                 
*
 See Rule 1.15 (e) (2) on page 13 for a complete description of allowable 

 
À
 NOTE: If IRS 1099 reports of interest cannot be suppressed by the financial institutionôs data 
processing system, then ñIOLTA Committeeò must be listed as the owner of the TIN for all reports of 
interest to the IRS. Failure to do so will result in an IRS notification of incorrect TIN and potential fines 
due to the mismatch of the account title and TIN. The customer copy of the 1099 forms should be 
mailed to the IOLTA Committee. If you have any questions, please contact us. 
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III. OTHER CHARACTERISTICS OF IOLTA ACCOUNTS  

 

 

A. What Funds are "Client Funds" ?: Mass. R. Prof. C., Rule 1.15 (e) and (g) requires that client 

funds be deposited in one or more identifiable bank accounts in Massachusetts (assuming the law 

office is located there) in which no other funds are deposited except those necessary to pay 

service charges. 

 

 Among the monies which are to be treated as clients funds are: 

 

 (1) All advances for fees and most retainers received from clients, until they  

  are actually earned by the lawyer; 

 

 (2) Funds which belong in part to the client and in part to the lawyer; 

 

 (3) Funds of the client that are being held for disbursement at a later time; 

 

 (4) Personal injury awards, alimony payments, real estate conveyancing  

  monies*, and litigation settlements. 

 

In contrast to client fund accounts, a lawyer's operating account is used to hold the lawyer's 

earned fees and to pay the lawyer's operating expenses. Client funds and operating funds should 

remain in separate accounts and not be commingled. Further, a lawyer should not use his or her 

personal checking or savings account to deposit either client funds or operating funds.   

 

B.  Eligible Accounts: The IOLTA Committee has obtained opinions from the Federal Reserve 

System, the Federal Deposit Insurance Corporation, and the Federal Home Loan Bank Board 

(Exhibits D, E, F) determining that client funds may be deposited by attorneys or law firms, 

including partnerships and professional corporations, in interest bearing accounts, including 

NOW and Super NOW accounts. IOLTA deposits may also be held in higher yielding deposit 

accounts, provided the funds are subject to withdrawal upon request and without delay. 

 

C.  Tax Implications: There are no tax consequences to the client, the lawyer, or law firm. The 

Committee has secured a ruling from the IRS (Exhibit G) stating that the interest earned on 

IOLTA accounts is not includable for tax purposes in the gross income of the client or lawyer. 

Further, financial institutions are not required to report to the IRS payments of interest made as 

part of the IOLTA program. Therefore, IRS form 1099 reports of interest are not required on 

IOLTA accounts, and should be suppressed by the institutions data processing system. If a 1099 

is generated, it should reflect the IOLTA Committee and TIN 04-3168608 as payee of the interest 

on all IOLTA accounts. (See note on preceding page regarding mismatched TINôs.) 

                                                 
*
 All attorneys must place monies related to real estate closings and financings into client funds accounts, 

which can be either IOLTA accounts or individual client accounts. There is a narrow exception to this rule, 
which is as follows: Attorneys representing lending banks, who maintain an account in a lending bank used 
exclusively for depositing and disbursing funds in connection with that bank's loan transactions, may (but are 
not required to) place these funds in a non-interest bearing account at that institution. 
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D. Interest Rates:  The IOLTA Guidelines amended by the Supreme Judicial Court on July 26, 2006 

state that a financial institution must pay the same interest rates generally available to similarly 

situated non-IOLTA depositors at the same financial institution. Comparability will be 

determined by examining whether the financial institution offers to IOLTA the same rates that it 

offers to other depositors of the same size and type ( including meeting the same or exceeding the 

same minimum balance and other eligibility requirements) or whether the financial institution 

agrees to the safe harbor rate which is equal to 55% net yield of the Fed Funds Rate or a yield 

specified by the Committee which is agreed to by the financial institution.  See the IOLTA 

guidelines on page 20 for a more in depth discussion of the options.  In order to ensure that a 

participating financial institution remains an eligible participant, the financial institution must be 

certified by the Committee to be in compliance with the guidelines by January 1, 2007. Attorneys 

must deposit their client funds with banks that choose to meet these IOLTA requirements as 

approved by the Court. 

 

E. Service Changes: The financial institution either waives all administrative fees and service 

charges on IOLTA accounts or imposes reasonable fees and charges as follows: 

 

(1) IOLTA fees: The only fees that can be deducted from IOLTA interest are administrative 

fees for the reasonable costs of complying with the reporting requirements of the 

Guidelines. 

 

(2) Normal Service Charges: The financial institution does NOT assess against the interest 

earned on IOLTA account fees and charges which are normally imposed on other 

transaction accounts. Such fees and charges include but are not limited to: service or 

maintenance fees, deposit and withdrawal fees, check printing charges, wire transfer fees 

and insufficient funds, uncollected funds, or return deposit charges.  Such fees and 

charges are the responsibility of the lawyer or law firm maintaining the account.  To meet 

this responsibility, the attorney may deposit non-client funds into their IOLTA account, 

from which the charges may be paid.  Financial institutions should promptly notify 

attorneys of any withdrawal for fees from an IOLTA account, to avoid affecting client 

funds. 

 

F. Minimum Balance Requirements: The IOLTA Guidelines state that a financial must pay interest 

on all IOLTA funds in the account.  The easiest way to accomplish this is to waive any minimum 

balance requirements to earn interest.  Otherwise, if a lawyer chooses to use for IOLTA purposes 

an account which requires a minimum balance to pay interest, the lawyer must maintain the 

minimum balance even if it requires the deposit of the lawyerôs own funds to do so. 

 

G. FDIC Insurance:   

 FDIC Regulations make it clear that funds which are deposited into a law firmôs IOLTA account 

 belong to the individual clients represented and will be insured up to the maximum aggregate 

 PER CLIENT, regardless of the total dollars in the account and regardless of the law firmôs other 
 deposits in that institution, as long as certain steps are followed.* 

                                                 
*
 See C.F.R. §§ 330.1 (b) (1) et al, 564.2 (b) (1) et al. 
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 On April 13, 2010, the FDIC Board met and approved an interim rule extending the 

Transaction Account Guarantee (TAG) Program, to December 31, 2010, with the option of a 

further one year extension by the FDIC without the need for further rule making. IOLTA 

accounts continue to be fully guaranteed, without limit, for financial institutions participating 

in the TAG program. IOLTA funds held in institutions that opt out of the TAG Program will 

be insured up to $250,000 per owner (i.e. client) as part of the  Dodd-Frank Wall Street 

Reform and Consumer Protection Act, which, in part, permanently raises the current standard 

maximum deposit insurance amount (SMDIA) to $250,000.  Institutions are required to 

prominently display their status as either participating or not participating. 

   The IOLTA Committee can also provide further information to attorneys concerning their rights 

and responsibilities regarding FDIC coverage. 

 

 

  

IV. INTERNAL POLICIES  

 

 

 Adopting the following internal policies may assist you in establishing and maintaining an 

 effective IOLTA program: 

 

 

Contact Person: One of the primary lessons learned from our experience in  

dealing with hundreds of banks, has been that those who establish a senior level  

person to oversee operations and coordinate with the Committee are far more  

successful than those that do not. The reasons are clear; IOLTA is a unique banking product with 

unique requirements. Further, rules are constantly changing, as are bank personnel who deal with 

IOLTA accounts. Without a single, consistent source for maintaining quality standards and 

keeping abreast of changes, there are many ways for an IOLTA program to go awry. And also, 

establishing a senior level contact is your best chance for realizing the many benefits IOLTA can 

bring, as described earlier. 

 

 

Procedures: Along with a contact person, it is also essential that financial institutions establish 

internal procedures for handling IOLTA accounts. Again, because of the unique processing 

requirements and staff turnover, problems can arise if procedures arenôt adequately documented. 

The procedures should be made available to all areas handling IOLTA, from account opening 

through interest remittance. There is space at the end of this manual to attach written procedures, 

and we would be happy to supply as many copies of this manual as you need. 

 

 

 Statement Period: Another way to avoid potential problems is to have all IOLTA accounts render 

 statements and post interest on the same day, probably the last day of the month. Institutions 

 which randomly assign statement cycles based on the  account number or some other  randomly 

 generated criteria have often changed to a single statement cycle for this reason.  
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Account Closing: It is also important that you notify the Committee when an IOLTA account 

closes. Because we compare account information received from attorneys to information received 

from banks, you can avoid time consuming research and correspondence by notifying us 

promptly upon an IOLTA accountsô closing. Enclosed is a form for this purpose, or you can also 

note it on your regular remittance report (See Exhibits C and H).  

 

 

 

V. REMITTING  
 

To insure proper remittance, the financial institution should adhere to the following interest transmittal 

and reporting provisions: 

 

A. Reporting Period 

 

The financial institution must remit all net interest earned on each IOLTA account maintained at 

that institution on either a monthly or quarterly basis to the IOLTA Committee. Since most 

institutions pay interest on a monthly basis, those institutions that choose to remit on a quarterly 

basis should insure that interest accrued during the first two months of the quarter continues to 

compound interest, or is credited to another interest bearing master account which pays a rate of 

interest equal to or greater than the IOLTA account.  

 

B. Interest Remittance Reports 

 

Each payment of interest to the IOLTA Committee (remittance) must be accompanied by the 

information required in the ñInterest Remittance Reportò (Exhibit H). This form allows for 

multiple account information on a single sheet, and all the requested information must be 

included. A financial institution may also utilize its own internal reporting mechanisms to 

generate the information in the interest remittance report, as long as the format is substantially 

similar and includes all of the required information. Information regarding all IOLTA accounts 

maintained at the institution should be included, regardless of whether the account earned interest 

in the current period, or not. 

 

C. Financial Institution IOLTA Summary Sheet 

 

Each interest remittance report should be accompanied by the ñFinancial Institution IOLTA 

Summary Sheetò (Exhibit I). This consolidated information can also be submitted in the 

institution's own format, as long as all the information is present. 

 

D. Payment Options  

 

The following are the options currently available to remit interest to the IOLTA Committee: 

 

 (1) Electronic Funds Transfer (EFT) 

 

 The IOLTA Committee strongly encourages you to utilize electronic means, either wire 

 transfer or Automated Clearinghouse to make your payments of interest.  

 Most financial institutions have found this is the most efficient way to make these  

 recurring payments. The following is the information necessary to do so: 
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 INSTRUCTIONS FOR IOLTA WIRE AND ACH PAYMENTS  

 

All banks that make their regular IOLTA remittance payments via the Automated Clearinghouse 

(ACH), or by wire transfer (Fed Wire) should use the following REVISED information to process 

their IOLTA payments: 

 

DOMESTIC WIRE TRANSFER INSTRUCTIONS: 

 

Bank Name:    Citizens Bank  

Route Transit:    011500120 

Bank Address:   Providence, RI 

 

For credit to:    Massachusetts IOLTA Committee 

Account Number:  [please call] 

Account Type:   Checking 

 

AUTOMATED CLEARING HOUSE (ACH) INSTRUCTIONS: 

 

  Bank Name:   Citizens Bank 

  Route Transit:   211070175 

  Bank Address:   Boston, MA  

 

For credit to:    Massachusetts IOLTA Committee 

Account Number:  [please call] 

Account Type:   Checking 

 

Company Entry Description:  

Please include your bank name and/or routing number in the addenda record or other 

descriptor field and the words "IOLTA payment for {remittance period i.e.; 1/1/09-

1/31/09}" for ACH and Wire payments.  This will further identify your institution and 

the transaction so that we can accurately credit you for the payment.  

 

Other information: 

ACH transactions can be pre-noted in standard NACHA format after January 1. 

 

Citizens Bank is a member of both the New England Automated Clearinghouse 

(NEACH), and the Federal Reserve Wire System. 

 

 

 

CONTACTS: 

 

For questions or problems at Citizens Bank, please call Richard OôKeefe, Vice President, at: (617) 

994-7068.  

 

For questions or problems at the IOLTA Committee, please contact Steve Casey, CFO, at:  

(617) 723-9093. 
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(2) Checks 

 

If EFT payments are not possible for your institution, or if you prefer, please send a 

check for the accumulated interest in all accounts, along with the remittance reports, to:

  

 

Bank Remittance Dept. 

The Massachusetts IOLTA Committee  

Seven Winthrop Square, Third Floor 

Boston, MA 02110-1245 
  

   

 

E. ATTORNEY NOTIFICATION  

 

Attorneys should be notified of the payment of interest to the IOLTA Committee through either the 

normal statement mailings, or a separate notification. 

 

 

F. ADDITIONAL INFORMATION 

 

The IOLTA Committee appreciates your financial institutionôs participation in the IOLTA program. As a 

result of your efforts, many people in your community will receive the services they urgently need. 

 

 
IF YOU HAVE ANY QUEST IONS OR REQUIRE FURTHER INFOR MATION , PLEASE CONTACT : 

 

 
THE MASSACHUSETTS IOLTA COMMITTEE PHONE: (617) 723-9093 

SEVEN WINTHROP SQUARE, THIRD FLOOR email: questions@maiolta.org 

BOSTON, MA 02110-1245 web:  www.maiolta.org 
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IV. APPENDIX  

 

MASS. R. PROF. C., RULE 1.15 SAFE KEEPING PROPERTY 

    

(a) Definitions: 

 (1)  ñTrust propertyò means property of clients or third persons that is in a lawyer's  

possession in connection with a representation and includes property held in any 

fiduciary capacity in connection with a representation, whether as trustee, agent, 

escrow agent, guardian, executor, or otherwise. Trust property does not include 

documents or other property received by a lawyer as investigatory material or 

potential evidence.  Trust property in the form of funds is referred to as ñtrust 
funds.ò 

 (2)  ñTrust accountò means an account in a financial institution in which trust funds are 
deposited.  Trust accounts must conform to the requirements of this rule. 

(b)  Segregation of Trust Property.  A lawyer shall hold trust property separate from the        

lawyer's own property.  

 (1)   Trust funds shall be held in a trust account, except that advances for costs and 

expenses may be held in a business account. 

 (2)   No funds belonging to the lawyer shall be deposited or retained in a trust account 
except that: 

1. Funds reasonably sufficient to pay bank charges may be deposited 
therein, and 

2. Trust funds belonging in part to a client or third person and in part 

currently or potentially to the lawyer shall be deposited in a trust 

account, but the portion belonging to the lawyer must be withdrawn 

at the earliest reasonable time after the lawyer's interest in that 

portion becomes fixed.  A lawyer who knows that the right of the 

lawyer or law firm to receive such portion is disputed shall not 

withdraw the funds until the dispute is resolved.  If the right of the 

lawyer or law firm to receive such portion is disputed within a 

reasonable time after notice is given that the funds have been 

withdrawn, the disputed portion must be restored to a trust account 
until the dispute is resolved. 

3. Trust property other than funds shall be identified as such and 
appropriately safeguarded. 

(c)  Prompt Notice and Delivery of Trust Property to Client or Third Person.  Upon receiving trust 

funds or other trust property in which a client or third person has an interest, a lawyer shall 

promptly notify the client or third person.  Except as stated in this rule or as otherwise permitted 

by law or by agreement with the client or third person on whose behalf a lawyer holds trust 

property, a lawyer shall promptly deliver to the client or third person any funds or other property 

that the client or third persons entitled to receive.  
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(d)      Accounting. 

 (1) Upon final distribution of any trust property or upon request by the client or third 

person on whose behalf a lawyer holds trust property, the lawyer shall promptly render 
a full written accounting regarding such property. 

 (2) On or before the date on which a withdrawal from a trust account is made for the 

purpose of paying fees due to a lawyer, the lawyer shall deliver to the client in writing 

(i) an itemized bill or other accounting showing the services rendered, (ii) written 

notice of amount and date of the withdrawal, and (iii) a statement of the balance of the 

clientôs funds in the trust account after the withdrawal.  

(e)  Operational Requirements for Trust Accounts. 

 (1) All trust accounts shall be maintained in the state where the lawyer's office is situated, 

or elsewhere with the consent of the client or third person on whose behalf the trust 

property is held, except that all funds required by this rule to be deposited in an 

IOLTA account shall be maintained in this Commonwealth. 

 (2) Each trust account title shall include the words ñtrust account,ò ñescrow account,ò 

ñclient funds account,ò ñconveyancing account,ò ñIOLTA account,ò or words of 

similar import indicating the fiduciary nature of the account.  Lawyers maintaining 

trust accounts shall take all steps necessary to inform the depository institution of the 
purpose and identity of such accounts. 

 (3) No withdrawal from a trust account shall be made by a check which is not 

prenumbered.  No withdrawal shall be made in cash or by automatic teller machine or 

any similar method.  No withdrawal shall be made by a check payable to ñcashò or 

ñbearerò or by any other method which does not identify the recipient of the funds. 

 (4) Every withdrawal from a trust account for the purpose of paying fees to a lawyer or 

reimbursing a lawyer for costs and expenses shall be payable to the lawyer or the 
lawyerôs law firm. 

 (5) Each lawyer who has a law office in this Commonwealth and who holds trust funds 

shall deposit such funds, as appropriate, in one of two types of interest-bearing 

accounts:  either (i) a pooled account (ñIOLTA accountò) for all trust funds which in 

the judgment of the lawyer are nominal in amount, or are to be held for a short period 

of time, or (ii) for all other trust funds, an individual account with the interest payable 

as directed by the client or third person on whose behalf the trust property is held.  The 

foregoing deposit requirements apply to funds received by lawyers in connection with 

real estate transactions and loan closings, provided, however, that a trust account in a 

lending bank in the name of a lawyer representing the lending bank and used 

exclusively for depositing and disbursing funds in connection with that particular 

bank's loan transactions, shall not be required but is permitted to be established as an 

IOLTA account.  All IOLTA accounts shall be established in compliance with the 

provisions of paragraph (g) of this rule.  

 

 



P a g e | 14 

 (6)         Property held for no compensation as a custodian for a minor family member is not subject 

to the Operational Requirements for Trust Accounts set out in this paragraph (e) or to the 

Required Accounts and Records in paragraph (f) of this rule. As used in this subsection, 

"family member" refers to those individuals specified in section (e)(2) of rule 7.3. 

 

 (f) Required Accounts and Records: Every lawyer who is engaged in the practice of law in 

this Commonwealth and who holds trust property in connection with a representation 

shall maintain complete records of the receipt, maintenance, and disposition of that 

trust property, including all records required by this subsection.  Records shall be 

preserved for a period of six years after termination of the representation and after 

distribution of the property.  Records may be maintained by computer subject to the 

requirements of subparagraph 1G of this paragraph (f) or they may be prepared 
manually. 

(1)   Trust Account Records. The following books and records must be maintained for each trust 
account: 

 A. Account Documentation.  A record of the name and address of the bank or other 

depository; account number; account title; opening and closing dates; and the type 

of account, whether pooled, with net interest paid to the IOLTA Committee 

(IOLTA account), or account with interest paid to the client or third person on 

whose behalf the trust property is held (including master or umbrella accounts 

with individual subaccounts).  

 B. Check Register.  A check register recording in chronological order the date and 

amount of all deposits; the date, check or transaction number, amount, and payee 

of all disbursements, whether by check, electronic transfer, or other means; the 

date and amount of every other credit or debit of whatever nature; the identity of 

the client matter for which funds were deposited or disbursed; and the current 

balance in the account.  

 C. Individual Client Records.  A record for each client or third person for whom the 

lawyer received trust funds documenting each receipt and disbursement of the 

funds of the client or third person, the identity of the client matter for which funds 

were deposited or disbursed, and the balance held for the client or third person, 

including a subsidiary ledger or record for each client matter for which the lawyer 

receives trust funds documenting each receipt and disbursement of the funds of 

the client or third person with respect to such matter.  A lawyer shall not disburse 

funds from the trust account that would create a negative balance with respect to 

any individual client. 

 D. Bank Fees and Charges. A ledger or other record for funds of the lawyer 

deposited in the trust account pursuant to paragraph (b)(2)(i) of this rule to 

accommodate reasonably expected bank charges. This ledger shall document each 

deposit and expenditure of the lawyerôs funds in the account and the balance 

remaining.   
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 E. Reconciliation Reports. For each trust account, the lawyer shall prepare and retain 

a reconciliation report on a regular and periodic basis but in any event no less 

frequently than every sixty days.  Each reconciliation report shall show the 

following balances and verify that they are identical: 

(i)  The balance which appears in the check register as of the reporting date. 

(ii)  The adjusted bank statement balance, determined by adding outstanding 

deposits and other credits to the bank statement balance and subtracting 

outstanding checks and other debits from the bank statement balance. 

(iii)  For any account in which funds are held for more than one client matter, 

the total of all client matter balances, determined by listing each of the 

individual client matter records and the balance which appears in each record 

as of the reporting date, and calculating the total.  For the purpose of the 

calculation required by this paragraph, bank fees and charges shall be 

considered an individual client record. No balance for an individual client 

may be negative at any time. 

 F. Account Documentation.  For each trust account, the lawyer shall retain 

contemporaneous records of transactions as necessary to document the 

transactions.  The lawyer must retain: 

  (i)  bank statements. 

(ii)  all transaction records returned by the bank, including canceled checks 

and records of electronic transactions. 

(iii)  records of deposits separately listing each deposited item and the client 

or third person for whom the deposit is being made. 

 G. Electronic Record Retention.  A lawyer who maintains a trust account record by 

computer must maintain the check register, client ledgers, and reconciliation 

reports in a form that can be reproduced in printed hard copy.  Electronic records 

must be regularly backed up by an appropriate storage device.  

 (2) Business Accounts.  Each lawyer who receives trust funds must maintain at least one 

bank account, other than the trust account, for funds received and disbursed other than 
in the lawyerôs fiduciary capacity. 

 (3) Trust Property Other than Funds.  A lawyer who receives trust property other than 

funds must maintain a record showing the identity, location, and disposition of all such 
property. 

 (g)  Interest on Lawyers' Trust Accounts. 

 (1) The IOLTA account shall be established with any bank, savings and loan association, 

or credit union authorized by Federal or State law to do business in Massachusetts and 

insured by the Federal Deposit Insurance Corporation or similar State insurance 

programs for State-chartered institutions.  At the direction of the lawyer, funds in the 

IOLTA account in excess of $100,000 may be temporarily reinvested in repurchase 

agreements fully collateralized by U.S. Government obligations.  Funds in the IOLTA 
account shall be subject to withdrawal upon request and without delay. 
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 (2) Lawyers creating and maintaining an IOLTA account shall direct the depository 

institution: 

 (i) to remit interest or dividends, net of any service charges or fees, on the average 

monthly balance in the account, or as otherwise computed in accordance with an 

institution's standard accounting practice, at least quarterly, to the IOLTA 

Committee; 

 (ii)  to transmit with each remittance to the IOLTA Committee a statement showing 

the name of the lawyer who or law firm which deposited the funds; and 

 (iii)  at the same time to transmit to the depositing lawyer a report showing the amount 

paid, the rate of interest applied, and the method by which the interest was 

computed. 

 (3) Lawyers shall certify their compliance with this rule as required by S.J.C. Rule 4:02, 

subsection (2). 

 (4) This court shall appoint members of a permanent IOLTA Committee to fixed terms on 

a staggered basis.  The representatives appointed to the committee shall oversee the 
operation of a comprehensive IOLTA program, including: 

 (i) the receipt of all IOLTA funds and their disbursement, net of actual expenses, to 

the designated charitable entities, as follows: sixty-seven percent (67%) to the 

Massachusetts Legal Assistance Corporation and the remaining thirty-three 

percent (33%) to other designated charitable entities in such proportions as the 

Supreme Judicial Court may order; 

 (ii)  the education of lawyers as to their obligation to create and maintain IOLTA 

accounts under Rule 1.15(h); 

 (iii)  the encouragement of the banking community and the public to support the 

IOLTA program; 

 (iv) the obtaining of tax rulings and other administrative approval for a 

comprehensive IOLTA program as appropriate; 

 (v) the preparation of such guidelines and rules, subject to court approval, as may be 

deemed necessary or advisable for the operation of a comprehensive IOLTA 

program; 

 (vi) establishment of standards for reserve accounts by the recipient charitable entities 

for the deposit of IOLTA funds which the charitable entity intends to preserve for 

future use; and  

 (vii)  reporting to the court in such manner as the court may direct. 
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 (5) The Massachusetts Legal Assistance Corporation and other designated charitable 

entities shall receive IOLTA funds from the IOLTA Committee and distribute such 

funds for approved purposes.  The Massachusetts Legal Assistance Corporation may 

use IOLTA funds to further its corporate purpose and other designated charitable 

entities may use IOLTA funds either for (a) improving the administration of justice or 
(b) delivering civil legal services to those who cannot afford them. 

 (6) The Massachusetts Legal Assistance Corporation and other designated charitable 

entities shall submit an annual report to the court describing their IOLTA activities for 

the year and providing a statement of the application of IOLTA funds received 
pursuant to this rule. 

 (h) Dishonored Check Notification. 

All trust accounts shall be established in compliance with the following provisions on dishonored 

check notification: 

 (1) A lawyer shall maintain trust accounts only in financial institutions which have filed 

with the Board of Bar Overseers an agreement, in a form provided by the Board, to 

report to the Board in the event any properly payable instrument is presented against 

any trust account that contains insufficient funds, and the financial institution 
dishonors the instrument for that reason. 

 (2) Any such agreement shall apply to all branches of the financial institution and shall 
not be cancelled except upon thirty days notice in writing to the Board. 

 (3) The Board shall publish annually a list of financial institutions which have signed 

agreements to comply with this rule, and shall establish rules and procedures 

governing amendments to the list. 

 (4) The dishonored check notification agreement shall provide that all reports made by the 

financial institution shall be identical to the notice of dishonor customarily forwarded 

to the depositor, and should include a copy of the dishonored instrument, if such a 

copy is normally provided to depositors.  Such reports shall be made simultaneously 
with the notice of dishonor and within the time provided by law for such notice, if any. 

 (5) Every lawyer practicing or admitted to practice in this Commonwealth shall, as a 

condition thereof, be conclusively deemed to have consented to the reporting and 
production requirements mandated by this rule. 

 (6) The following definitions shall be applicable to this subparagraph: 

 (i) ñFinancial institutionò includes (a) any bank, savings and loan association, credit 

union, or savings bank, and (b) with the written consent of the client or third 

person on whose behalf the trust property is held, any other business or person 

which accepts for deposit funds held in trust by lawyers. 

 (ii)  ñNotice of dishonorò refers to the notice which a financial institution is required 

to give, under the laws of this Commonwealth, upon presentation of an 

instrument which the institution dishonors. 
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       (iii)  ñProperly payableò refers to an instrument which, if presented in the normal 

course of business, is in a form requiring payment under the laws of this 

Commonwealth. 

Comments 

[1]  A lawyer should hold property of others with the care required of a professional fiduciary.  Securities 

should be kept in a safe deposit box, except when some other form of safekeeping is warranted by special 

circumstances.  Separate trust accounts are warranted when administering estate monies or acting in 

similar fiduciary capacities.  

 

[2]  In general, the phrase ñin connection with a representationò includes all situations where a lawyer 

holds property as a fiduciary, including as an escrow agent.  For example, an attorney serving as a trustee 

under a trust instrument or by court appointment holds property ñin connection with a representationò.  

Likewise, a lawyer serving as an escrow agent in connection with litigation or a transaction holds that 

property ñin connection with a representationò.  However, a lawyer serving as a fiduciary who is not 

actively practicing law does not hold property ñin connection with a representation.ò 

 

[3]  Lawyers often receive funds from third parties from which the lawyer's fee will be paid. If there is 

risk that the client may divert the funds without paying the fee, the lawyer is not required to remit the 

portion from which the fee is to be paid.  However, a lawyer may not hold funds to coerce a client into 

accepting the lawyer's contention.  The disputed portion of the funds must be kept in trust and the lawyer 

should suggest means for prompt resolution of the dispute, such as arbitration.  The undisputed portion of 

the funds shall be promptly distributed. 

 

[4]  Third parties, such as a client's creditors, may have just claims against funds or other property in a 

lawyer's custody.  A lawyer may have a duty under applicable law to protect such third-party claims 

against wrongful interference by the client, and accordingly may refuse to surrender the property to the 

client.  However, a lawyer should not unilaterally assume to arbitrate a dispute between the client and the 

third party. 

 

[5]  The obligations of a lawyer under this Rule are independent of those arising from activity other than 

rendering legal services.  For example, a lawyer who serves as an escrow agent is governed by the 

applicable law relating to fiduciaries even though the lawyer does not render legal services in the 

transaction. 

 

 

[6]  How much time should elapse between the receipt of funds by the lawyer and notice to the client or 

third person for whom the funds are held depends on the circumstances.  By example, notice must be 

furnished immediately upon receipt of funds in settlement of a disputed matter, but a lawyer acting as an 

escrow agent or trustee routinely collecting various items of income may give notice by furnishing a 

complete statement of receipts and expenses on a regular periodic basis satisfactory to the client or third 

person. 

Notice to a client or third person is not ordinarily required for payments of interest and dividends in the 

normal course, provided that the lawyer properly includes all such payments in regular periodic 

statements or accountings for the funds held by the lawyer.  
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[7]  Paragraph (e)(3) states the general rule that all withdrawals and disbursements from trust account 

must be made in a manner which permits the recipient or payee of the withdrawal to be identified.  It 

does not prohibit electronic transfers or foreclose means of withdrawal which may be developed in the 

future, provided that the recipient of the payment is identified as part of the transaction.  When payment 

is made by check, the check must be payable to a specific person or entity.  A prenumbered check must 

be used, except that starter checks may be used for a brief period between the opening of a new account 

and issuance of numbered checks by the bank or depository. 

 

[8]  Paragraph (f) lists records that a lawyer is obliged to keep in order to comply with the requirement 

that ñcomplete recordsò be maintained.  Additional records may be required to document financial 

transactions with clients or third persons.  Depending on the circumstances, these records could include 

retainer, fee, and escrow agreements and accountings, including RESPA or other real estate closing 

statements, accountings in contingent fee matters, and any other statement furnished to a client or third 

person to document receipt and disbursement of funds. 

 

[9]  The ñCheck Register,ò ñIndividual Client Ledgerò and ñLedger for Bank Fees and Chargesò required 

by paragraph (f)(1) are all chronological records of transactions.  Each entry made in the check register 

must have a corresponding entry in one of the ledgers.  This requirement is consistent with manual 

record keeping and also comports with most software packages.  In addition to the data required by 

paragraph (f)(1)(B), the source of the deposit and the purpose of the disbursement should be recorded in 

the check register and appropriate ledger.  For non-IOLTA accounts, the dates and amounts of interest 

accrual and disbursement, including disbursements from accrued interest to defray the costs of 

maintaining the account, are among the transactions which must be recorded. Check register and ledger 

balances should be calculated and recorded after each transaction or series of related transactions. 

 

[10]  Periodic reconciliation of trust accounts is also required.  Generally, trust accounts should be 

reconciled on a monthly basis so that any errors can be corrected promptly. Active, high-volume 

accounts may require more frequent reconciliations.  A lawyer must reconcile all trust accounts at least 

every sixty days.  

 The three-way reconciliation described in paragraph (f)(1)(E) must be performed for any account in 

which funds related to more than one client matter are held.  The reconciliation described in paragraph 

(f)(1)(E)(iii) need not be performed for accounts which only hold the funds of a single client or third 

person, but the lawyer must be sure that the balance in that account corresponds to the balance in the 

individual ledger maintained for that client or third person. 

 The method of preparation and form of the periodic reconciliation report will depend upon the volume 

of transactions in the accounts during the period covered by the report and whether the lawyer maintains 

records of the account manually or electronically.  By example, for an inactive single-client account for 

which the lawyer keeps records manually, a written record that the lawyer has reconciled the account 

statement from the financial institution with the check register maintained by the lawyer may be 

sufficient. 

 

[11]  Lawyers who maintain records electronically should back up data on a regular basis.  For moderate 

to high-volume trust accounts, weekly or even daily backups may be appropriate.  
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The IOLTA Committee (ñCommitteeò) provided for by Mass. R. Prof. C., 1.15 (g) (4) (v) (Rule 

3:07), adopts the following Guidelines, subject to the approval of the Court, to provide for the 

operation of the comprehensive IOLTA program set forth in amendments to SJC Rule 3:07 and 4:02 

adopted by Orders of the Court dated September 26, 1989, October 1, 1992, April 6, 1993, July 26, 

2006 and July 1, 2009. 

 

A. Establishment and Maintenance of IOLTA Accounts 

B. Characteristics of Accounts 

 

Lawyers shall establish and maintain IOLTA accounts in eligible financial institutions which have 

the following characteristics: 
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*
 Comment:  Effective February 1, 2009, the Safe Harbor rate was revised to equal the higher of 55% of the Federal 

Funds target rate, or 1.00%.  
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C. The Committee 

D. The Charities 
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E. Disclosure of Confidential Information Prohibited 

 

The IOLTA Committee, the Board of Bar Overseers and the charities collect and retain 

confidential information on lawyers who have established IOLTA accounts. This information 

includes the name of the lawyer, the name of the client fund account established by or on behalf of 

the lawyer, the account number, the name of the bank in which the account is located and the amount 

of interest earned on each such account. Such confidential information, except as required by law or 

order of a court of competent jurisdiction, shall not be disclosed by any person who serves on or is 

employed by the IOLTA Committee, the charities and their governing boards. The governing bodies 

of the three charities shall adopt personnel policies and other policies and procedures which will 

effectuate this non-disclosure policy. The Board of Bar Overseers is requested to take such steps as it 

deems necessary and appropriate to insure the confidentiality of information received under the 

IOLTA program. 

 

F. Annual Reports 

 

The Committee shall annually, within 90 days following the end of each calendar year, submit to 

the Court a report containing the information required of the charities by Mass. R. Prof. C. 1.15(g)(6) 

and based on the information supplied to the Committee by the charities. 

 

G. Interpretive Rulings 

 

The Committee may from time to time issue rulings interpreting and explaining Court Rules 

Mass. R. Prof. C. 1.15 (3:07) and 4:02 and these Guidelines. 

 

H. Recommendations to the Board of Bar Overseers 

 

Upon the request of a lawyer or the Board of Bar Overseers (Board), the Committee may make 

such recommendations to the Board as the Committee deems appropriate upon the facts presented 

including a recommendation that the Board take no action. Recommendations may be requested on 

any issue concerning the establishment or maintenance of an IOLTA account. 
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