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SRA ACCOUNTS RULES 
EFFECTIVE 25 NOVEMBER 2019

A reminder of:
§ What is and isn’t in the detail?
§ What changed?
§ What is the latest guidance?
§ Is anything else expected?

Including
§ Responsibilities and higher risk areas



SETTING THE SCENE
SRA RISK OUTLOOK 2019/20

Responsibilities – NOT JUST COFA!

‘Protecting client money needs collective effort. All solicitors are responsible 
for keeping client money safe – not just the compliance officers’. 
Partners and managers should ask themselves:
§ Could you prove staff understand and follow your policies? 
§ What do you do if staff fail to follow your policies? 
§ Do you have systems that monitor money transfers, and who makes 

them? 
§ Do staff understand the importance of keeping client money separate from 

the office account?
§ Are the recommendations of your reporting accountants being applied? 



SETTING THE SCENE
SRA RISK OUTLOOK 2019/20

§ From SRA risk Outlook 2019/20
§ Began 220 investigations into alleged breaches of the Accounts Rules in the 

first three quarters of 2019

§ Compares to 378 in same period fro 2018

§ Almost half related to a firm failing to account to a client or another party 

entitled to money

§ In the first three quarters of 2019 regulatory action taken including SDT 

referrals, on 70 cases of misappropriation of client money. 

§ Compares to 96 in the same period in 2018. 



CASE STUDIES

Strike off for failing to notice employee’s misuse of client money and submit 
Accountant’s Report 
The SDT decided to strike off a law firm director for failing to notice their 
employee was taking funds and misled regulators about the firm holding 
client money. The Tribunal found the solicitor paid very little attention to the 
finances of branch offices and had no control over the staff. The employee 
took money from the client account of a commercial client, and also allowed 
a third party to have access to the firm’s client account. The solicitor was 
also struck off.



CASE STUDIES

Departure of practice manager leads to breaches

Two solicitors were fined a total of £16,001 and ordered to pay more than 
£20,000 in costs after improper transfers were made from the client account 
to the office account. A shortage of more than £110,000 was allowed, and 
they failed to remedy the issue once discovered. 
They admitted to the SDT that they had both taken time off for illness at the 
same time that their practice manager had left the firm. The Tribunal found 
the pair had failed to supervise client money, which was inevitably a serious 
matter.



SRA ACCOUNTS RULES 

§ SRA Accounts Rules 2011
§ Very detailed (originally 52 rules)

§ Highly prescriptive

§ ‘One size fits all’ type of approach

§ Lots of guidance within the rules

§ Based on ‘worse case scenario’?

§ SRA Accounts Rules effective 25 November 2019
§ Principles based rather than very detailed rules

§ Shorter (13 rules)

§ Allows for differences between firms

§ No guidance notes within the rules themselves

§ Some additional guidance provided separately by SRA



THE HEADLINES

Does the history matter now?

In practical terms for most of us - yes it does 
because:

New rules versus ‘old’ and compliance for 
firms generally

§ Assuming compliant before very little needed 

to change for many firms

§ By and large ‘adopting’ 2011 rules ensured 

meeting any new requirements

§ Most firms looked to maintain as much of 
the 2011 rules as possible at least initially



KEY PRINCIPLES

§Keep client money separate from 
the firm money

§Ensure client money is returned 
promptly at the end of a matter

§Use client money only for its 
intended purpose



SRA ACCOUNTS RULES
PART 2 :  CLIENT MONEY AND CLIENT ACCOUNTS 

§ Rule 2.1 “Client money” is money held or received:
a) Relating to regulated services delivered by you to a client

b) On behalf of a third party in relation to regulated services delivered by you 

(such as as agent, stakeholder etc.)

c) As trustee or holder of specified appointment (such as Court of Protection 

Deputy, donee of power of attorney, trustee of occupational pension 

scheme)

d) In respect of your fees and unpaid disbursements if held or received prior 

to delivery of a bill for the same



SRA ACCOUNTS RULES
PART 2 :  CLIENT MONEY AND CLIENT ACCOUNTS 

Remember
§ No longer any distinction between professional and non-professional 

disbursements
§ Note that, for example, money for unpaid SDLT and unpaid HMLR 

registration fees – still client money under the ‘general’ definition 
§ Disbursements will need to be ‘notified in writing’ prior to transfer to 

business/office account



Received in full or part settlement of 
bill (or other notification of costs)

‘CHOICES’
§ Correct account without delay
§ Client account (transfer office 

elements within 14 days)
§ OR

§ unpaid incurred professional 

disbursements

§ can be paid into office – must

pay or transfer by the end of the 

second working day following 

receipt

§ Client money to be promptly paid 
into client account unless:

a) It must be paid into a different 

account due to acting under 

other regulations (e.g. as Court 

of Protection Deputy);

b) Money for costs from the Legal 

Aid Agency;

c) You agree an alternative with 

the client in the individual 

circumstances.

§ Allocate promptly any funds from 
mixed payments received to 
correct client account or business 
account

CLIENT MONEY AND CL IENT ACCOUNTS

‘OLD’ RULE 17 .1  ‘NEW’ RULES 2 .3  AND 4 .2



PART 2 :  CLIENT MONEY AND CLIENT ACCOUNTS 

Differences?
§ Promptly is not defined. How much scope does this allow?
§ Banking - realistically ‘old rules’ term, without delay (same or following 

working day) remains a not unreasonable expectation 
§ 14 days for mixed money transfer from client to office 
§ If not why not?

§ If can do so now then should carry on with that policy (minor modification?)

§ No local branch, part time bookkeeper and sole practitioner – would banking 

once or twice a week be acceptable?

§ Written policy to ensure compliance

§ Separation/allocation promptly – 14 days?



Client money may be withdrawn from 
the client account:

§ If ‘properly required’ for payment to or 
on behalf of the client

§ To pay disbursement for that client

§ To reimburse the firm for money 
spent on behalf of that client

§ To transfer to another client account

§ On the written client instruction

§ To rectify a breach (MUST DO)

§ To deal with residual balances

§ On authorisation of Solicitors 
Regulation Authority – rare!

§ Only withdraw client money from 
the client account:
§ For the purpose for which it is 

being held; 

§ Following receipt of instructions 

from client or third party for whom 

the money is held; or

§ On SRA prior written authorisation 

or in prescribed circumstances.

WITHDRAWALS FROM A CLIENT ACCOUNT

‘OLD’ RULE 20 ‘NEW’ RULE 5 .1



Where you ‘properly require’ 
payment of fees must
§ First send a bill or written 

notification of costs to client or 
paying party

§ This ‘earmarks’ money as office 
and must be transferred to office 
within 14 days

Rule 17.7
§ Must be for specific sum identified 

on bill (or written notification of the 
costs incurred) and covered by 
amount held.

§ Rule 4.3 where holding client 
money and some or all will be 
used for your costs 
§ Must give a bill of costs (or written 

notification of the costs incurred) 

to client or paying party;

§ BEFORE any transfer from client 

account; and

§ Must be for specific sum identified 

on bill (or written notification of the 

costs incurred) and covered by 

amount held.

TRANSFERRING MONEY FOR COSTS

‘OLD’ RULES 17 .2 ,17 .3  &  
17 .7  ‘NEW’ RULE 4 .3



PART 2 :  CLIENT MONEY AND CLIENT ACCOUNTS 

Differences?
§ No reference to ‘properly required’ (previously used meaning work had been 

done). 

§ SRA have said to us that the use of term ‘costs incurred’ is essentially to convey 
same message

§ Rule doesn’t expressly require transfer - appears to allow rather than 

require?

§ However principle of rule 4.1 separation requires that within a reasonable time 
frame the money should be transferred. 

§ Written policy
§ Stick with ‘within 14 days’?
§ Shorter period – acceptable but necessary?
§ Longer period - why justified, problems of internal enforcement? 



§ Obligation to return surplus  

funds once there is no need 

to retain those funds; 

§ a requirement to inform 

clients if funds are retained 

and for what purpose

§ with specific ongoing 
obligation to inform clients at 
least once every 12 months 
that money is still held

§ Ensure money repaid to client or 
third party as soon as no proper 
reason to hold those funds

RETURNING FUNDS TO CLIENTS 

‘OLD’ RULES 14.3  &  14 .4  ‘NEW’ RULE 2 .5



§What if the firm unable to 
repay?
§ If balance up to £500 can pay to 

charity without SRA approval

§ Must keep a record of the steps 

taken, obtain receipt and keep 

central record

§ If balance more than £500 need 

to apply to SRA for approval

RESIDUAL BALANCES 

‘OLD’ RULES 20.2  &  20 .1K ‘NEW’ RULE ?



RETURNING FUNDS TO CLIENTS 

Differences?

§ No specific ongoing notification rule
§ Principle is key – firms need proper processes for partners/fee earners to deal 

with. 
§ SRA have issued Statement ‘The prescribed circumstances in which you can 

withdraw client money from client account to pay to a charity of your choice’ 
(based on existing) 
§ Mandatory
§ £500 remains in place
§ Residual balances only exist if the firm has failed to comply with rule 2.5 (‘old’ rule 14.3) 

and cannot now return the monies;
§ By that token residual balances should be relatively rare!; 
§ Firms must not deduct out of pocket expenses incurred trying to trace the owner of the 

funds;
§ There is no specific requirement to choose a charity that provides an indemnity, 

although if that is the case the firm remains liable should the client reappear and 
request their money;

§ Reporting Accountants are likely to need to review the records detailing any payments 
to charity as part of their work;



PART 2 :  CLIENT MONEY AND CLIENT ACCOUNTS

§No equivalent of old rule 14.4 
§SRA Ethics Guidance: Helping you keep accurate client 

account records states
Good compliance can be achieved by making sure you have:

§ systems which make sure clients (or other people on whose behalf money 
is held) are kept regularly informed when funds are retained for a specified 
reason (which should be in respect of the delivery by you of regulated 
services) at the end of a matter or the substantial conclusion of a matter. 
This should help ensure that your client account is not being used as a 
banking facility when there is no need for you to hold onto monies.



PART 2 :  CLIENT MONEY AND CLIENT ACCOUNTS

§ SRA Ethics Guidance: Helping you keep accurate client account 
records 

§ Well run practice

§ No residuals. Always returned promptly at the end of the matter. 
Good controls and processes in place

§ Reasonable but room for improvement

§ Balances are returned but can take up to 3 months.  Evidence 
that accounts staff are aware and are  actively dealing with older 
balances either returning where possible or paying to charity of 
not.



PART 2 :  CLIENT MONEY AND CLIENT ACCOUNTS

§SRA Ethics Guidance: Helping you keep accurate client 
account records 

§Problematic
§ No effective system for returning balances and little if any 

evidence of tackling older balances

§ Significant numbers of unresolved residual balances with nor 

progression from earlier periods

§ Residual balances not returned promptly are of higher 

amounts 



§ you must not provide banking 
facilities through a client account. 
Payments into, and transfers or 
withdrawals from ... must be in 
respect of instructions relating to 
an underlying transaction (and the 
funds arising therefrom) or to a 
service forming part of your 
normal regulated activities

§ You must not use a client account 
to provide banking facilities to 
clients or third parties. Payments 
into, and, transfers or withdrawals 
from a client account must be 
respect of delivery by you of 
regulated services.

PROHIBITION ON PROVIDING BANKING FACIL IT IES

‘OLD’ RULE 14.5 ‘NEW’ RULE 3 .3



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

§ Key issues
§ Objectionable in itself

§ Proper connection to underlying legal transaction or 
advice

§ Risk of insolvency

§ Risk of money laundering

§ Enforcement action



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

§ Recent case 
§ It was agreed there was a client for whom the firm did legal work 

§ It was agreed that client had given the instructions

§ The ‘client’ did not suffer loss as a result

§ There was no evidence of money laundering

§ So all these ‘ducks in a row’ but …
§ The monies received and paid did not relate to regulated services 

§ Problem was firm was just “doing the bidding” of the client or third party –

precisely what rule 3.3 is designed to avoid 



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

Extract from SRA’s warning on rule 3.3

“Throughout the retainer, you should question why you are 
being asked to receive funds and for what purpose. The further 
the details of the transaction are from the norm or from the 
usual services a solicitor provides, the higher the risk that you 
may breach rule 3.3.



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

Extract from SRA’s warning on rule 3.3

“You should always ask why you are being asked to make a 
payment or why the client cannot make or receive the payment 
directly themselves. The client's convenience is not a legitimate 
reason, nor is not having access to a bank account in the UK. 
Risk factors could involve the payment of substantial sums to 
others, including family members, or to corporate entities, 
particularly overseas, if there is no reason why the client could 
not receive the money into their own account and transfer it 
from there.”



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

Extract from SRA’s warning on rule 3.3

“You have a separate obligation to return client money to the 
client promptly, as soon as there is no longer any proper reason 
for you to retain those funds (rule 2.5 of the SRA Accounts 
Rules). If you retain funds in client account after completion of 
a transaction, there is risk (depending on how long you hold the 
money) of breaching both rule 2.5 and 3.3.”



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

11 case studies:
§ Instructing foreign lawyers
§ Holding unconnected money in client account
§ Development work and holding client money
§ Unconnected payments from client account
§ Investment scheme and escrow arrangement
§ Trust administration work
§ Commercial rent deposits
§ Lasting Powers of Attorney
§ Lack of availability of UK banking facilities
§ Aggregated funds
§ Collation of investment funds



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

Which of the following situations would lead to the firm being in breach of 

rule 3.3 by providing banking facilities?

1. A firm has acted on the sale of a property for a client and at the end of 

the matter the client has asked that the proceeds are paid half to him 

and half to his company (he is the only shareholder and director). 

2. A corporate client has asked for the residual balance to be retained at 

this time as they are intending to instruct the firm on another matter in 

due course.

3. A firm has banked a cheque received by a client from another solicitors 

practice, being damages money from a PI claim, into the client account. 

The individual, who is a long standing client, does not have her own 

bank account and has provided the solicitor with signed written 

instructions regarding payments to be made.

4. The firm advised the client on the terms of an escrow agreement and is 

holding funds in client account for the purchase of an aircraft. The firm is 

not advising on the purchase itself.



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

§ Some of the more ‘common’ problems
§ “Gift” payments
§ Conveyancing matters

§ Sale proceeds used to pay non-related expenses purely 
for clients’ convenience such as

§ School fees
§ Other loans and liabilities (e.g. credit card debts)
§ Acquiring other assets

§ Probate matters
§ Making direct payments on behalf of beneficiaries before 

remitting legacy payments
§ Holding onto legacy at beneficiary request



PROHIBITION ON PROVIDING BANKING 
FACILITIES – WARNING NOTICE

Staff need to
§ Be able to spot the warnings!
§ Reportable to COFA?

Firm should ensure that for any unclear areas document 
decisions/evidence of why believes not providing 
banking facilities



At least once every 5 weeks obtain 
statements for

§ Any general or separate 

designated client account

§ Any joint account (rule 9)

§ Any non-client account in which 

client money is held

§ Any office account

At least every 5 weeks 
§ Obtain statements from banks, 

building societies and any other 
financial institutions for all client 
accounts and business accounts 
held or operated by you:

CLIENT ACCOUNT RECONCILIATIONS

‘OLD’ RULE 29(11) ‘NEW’ RULE 8 .2



Compare

• Balances shown on the bank 

statements (allowing for unpresented 

items)  TO

• Compare the balance on the client 

cash account(s)

• All general
• All separate designated
• All client money held outside client 

account TO
• A list of all (credit) balances shown on 

the client ledger accounts

• Guidelines also require review by the 

COFA/manager

§ Rule 8.3 complete for all client 
accounts held or operated by you 
a reconciliation

“of the bank or building society 

statement balance with the cash 

book balance and the client ledger 

total, a record of which must be 

signed off by the COFA or a 

manager of the firm. You should 

promptly investigate and resolve 

any differences shown by the 

reconciliation”

CLIENT ACCOUNT RECONCILIATIONS

‘OLD’ RULE 29(12) ‘NEW’ RULE 8 .3



REVIEW OF FIVE WEEKLY 
CLIENT ACCOUNT 
RECONCILIATIONS

For the COFAs or Managers here..
§ How confident would you be if:

§ The SRA asked what have you done to 

review this reconciliation?

§ The SRA asked you to explain the 

reconciliation?

§ Have you done enough to discharge your 
obligations as a Manager or COFA?

§ Do you know what the warning signs are of 
problems?



REVIEW OF FIVE WEEKLY CLIENT ACCOUNT 
RECONCILIATIONS

The risks to look out for
§ Ensure the reconciliation is a complete three way reconciliation

§ Are all relevant client accounts included in a single reconciliation?

§ Review of outstanding payments for older cheques
§ Do they indicate payments that were not ‘properly required’?

§ Are there any residual balance amounts that are essentially ‘unreturned’ if 
the cheques are very old?

§ Review outstanding receipts and bank transfers which have not cleared 
promptly
§ Legitimate receipts should appear in the bank account within a day or two 

(likewise bank transfers)

§ Do these indicate delays in actually banking of cheques?
§ ‘Anticipated’ funds not actually received?
§ ‘Covering up’ of an overdrawn client ledger?



REVIEW OF FIVE WEEKLY CLIENT ACCOUNT 
RECONCILIATIONS

§ Ensuring no netting off debit balances
§ Review for unusual items

§ Risk in assuming all adjusting items are timing differences!

§ What would the effect be if posted onto system at date transaction occurred?
§ What’s typical for your firm and therefore what looks odd?



PART 3 :  DEALINGS WITH OTHER MONEY BELONGING 
TO CLIENTS OR THIRD PARTIES

§ Rule 11.1 Third party managed accounts (TPMAs) can be used to 
receive payments from or make payments to or on behalf of clients in 
respect of regulated services only if:
§ Use does not result in firm holding client’s money; and

§ You take reasonable steps to ensure client understands beforehand 

§ Terms of the contractual arrangements, how fees will be paid for use of 

the account and who will bear them; and

§ Their right to terminate the agreement and dispute payments made by 

you.

§ Rule 11.2 you must obtain regular statements from the provider of the 
TPMA  and ensure these accurately reflect all the transactions on the 
account



PART 3 :  DEALINGS WITH OTHER MONEY BELONGING 
TO CLIENTS OR THIRD PARTIES

Implications of rule 11?
§ Some interest but costs can be high it seems!
§ If firm does take advantage still need to maintain certain accounting 

records to be able to comply with rule 11.2 (not entirely clear as yet what 
level of detail needed)

§ Can use for part or all of practice
§ Although not regulated by SRA need to inform them using and of any 

changes



SRA ACCOUNTS RULES

‘Special’ situations and latest guidance

§ Joint accounts
§ Operation of clients own account



PART 3 :  DEALINGS WITH OTHER MONEY BELONGING 
TO CLIENTS OR THIRD PARTIES

§Rule 9.1: Operation of joint account
§ Part 2 rules generally don’t apply except

a) Rule 8.2 – bank statements
b) Rule 8.4 – central record of bills

§ Implications of rule 9.1?
§ Essentially unchanged



RULE 9 .1 :  OPERATION OF JOINT ACCOUNT
SRA GUIDANCE

§ Joint account is not a client account but money held in joint account is 
client money!

§ Allows firm and another person to operate and manage the money
§ Could be operated with the client, another firm or another third party

§ As joint executor with lay person

§ Para SRA Code of Conduct (4.2 for individuals and 5.2 for firms) – ensure 
safeguard money and assets entrusted by clients and others

§ Both parties have access - higher risk than in client account?
§ Need to consider and mitigate against any risks

§ Record keeping
§ Statements, central record of bills

§ Central register recommended



PART 3 :  DEALINGS WITH OTHER MONEY BELONGING 
TO CLIENTS OR THIRD PARTIES

§Rule 10.1: Operation of client own account
§Part 2 rules generally don’t apply except

a) Rule 8.2 - bank statements
b) Rule 8.3 – reconciliations
c) Rule 8.4 - central record of bills



PART 3 :  DEALINGS WITH OTHER MONEY BELONGING 
TO CLIENTS OR THIRD PARTIES

Initial concerns raised
§5 weekly reconciliations now required unlike old rules
§BUT

§ NOT client money
§ Are these to be included in main 5 weekly reconciliation or separate 

schedule?
§ Keep separate like the (very) old rules for DDAs and controlled 

trusts??
§ Ledger and cashbook not specifically required but seems must be in 

order to comply with rule 8.3 – otherwise reconciling to what?
§ Transactions carried out by ‘client’?
§ Do the banks provide regular statements?



RULE 10.1:  OPERATION OF CLIENT OWN ACCOUNT

LATEST SRA GUIDANCE 30 SEPTEMBER

§ This is a high risk area 
§ SRA have been considering this further

§ So what to do to ensure not viewed as in breach until further guidance?
§ take reasonable steps to record – and satisfy yourself – that the client’s 

money is not at risk and to record the position

§ Expect firms to keep a

§ Central register
§ Separate record of transactions carried out by you or on your behalf
§ Record of bills  



OTHER ISSUES

§ Rule 3.1 only maintain a client account at a branch or head office of a 
bank or building society located in England and Wales:

§ Rule 3.2 name of any client account must include;
§ Name of authorised body; and

§ The word “client”

§ Implications of rule 3.1 and 3.2?
§ No changes here

§ Rule 2.4 Ensure client money is available on demand unless agreed with 
client otherwise in writing



OTHER ISSUES

§ Rule 7.1 account to clients (or third parties) for fair sum in lieu of interest
§ Rule 7.2 may by written agreement come to different arrangement with 

client – must provide sufficient information for them to give informed 
consent

§ Rules 8.1 and 8.4 Client accounting systems and controls
§ Essentially requires same record keeping as previously such as

§ Individual client ledger for every client
§ Separate client and office/business account cash ledger
§ Central record of bills or other written notifications of costs
§ Etc



‘ACCOUNTS’ MANUAL

Why are written policies so important?
§ External purposes;

§ Provides evidence to the SRA of how you ensure compliance;

§ Sets out for your Reporting Accountant the framework against which they will 

carry out their review and report;

§ Internal purposes;
§ Ensures clarity for both the accounts and fee earning teams;

§ Assists the COFA in determining whether breaches have occurred/assessing 

the seriousness of any breaches;

§ For training new staff – particularly as differing systems and procedures 

evolve over time across different firms. 



‘ACCOUNTS’ MANUAL

§ Should include as a minimum written policies (including time frames) and 
procedures (if don’t have already) for:-

§ Banking client account cheques promptly 
§ Ensuring mixed receipts are properly banked and monies ‘separated’ promptly 

Dealing with unpaid disbursements paid into business account 
§ Transferring monies after bills given to the client or paying party (14 policy or 

different?) 
§ Appropriately authorising payments from client account Repaying balances at 

conclusion of matter and donating sums to charity
§ Ensuring balances are only retained in exceptional, suitable circumstances
§ Dealing with balances that firm has been unable to return and ensuring proper 

records kept
§ Paying a fair sum of interest to clients or third parties 
§ The timely preparation of client account reconciliations? 
§ Method and time period relating to storage and retention of records



HOW CAN WE HELP?

ü Advice on any changes to:-

ü Comply with new rules

ü Bespoke (appropriate) optional changes to 2011 rules 
for the firm

ü Documentation of agreed policies to support Outcome 
Focussed Regulation 

ü Overall documentation of control systems and COFA 
role for OFR

ü COFA 1:1 training to discharge obligations

ü Cashiers and accounts team training



SRA ACCOUNTS RULES 
EFFECTIVE 25 NOVEMBER 2019

A reminder of:
§ What is and isn’t in the detail?
§ What changed from the 2011 rules and have 

all the required changes been made?
§ What is the latest guidance?
§ Is anything else expected?

Including
§ Responsibilities and higher risk areas




