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• Questions have been raised as areas are unclear and open to 
interpretation.

• The new rules provide flexibility but need to consider wider 
obligations set out in the Standards and Regulations. 

• Guidance has been updated and needs to be considered 
alongside the rules. The rules alone are not enough.

https://www.sra.org.uk/solicitors/guidance/topic/accounts-and-finance/

Focus on:

• Taking money for firms' costs

• Clients’ own account reconciliations

• Banking facilities

• Residual balances and donations to charity

SRA guidance

https://www.sra.org.uk/solicitors/guidance/topic/accounts-and-finance/


• 4.3 (a) “You must give a bill of costs, or other written notification 

of costs incurred, to the client or the paying party” before 

transferring money from client account.

• Big risks with billing in advance for fees and billing for 

anticipated disbursements. 

▪ What happens if the matter does not proceed?

▪ What happens if the relationship breaks down?

▪ What happens if the firm goes insolvent?

• Obligation to safeguard money.

• Heavily discouraged if only doing so for a cashflow advantage.

• Incurred or paid disbursements can be reimbursed so long as the 

client is informed. Think client care letters. (Rule 5.1)

Taking money for 
costs



• Need to maintain bank statements and copies of bills.

• These accounts need to be included in reconciliations 

(at least once every five weeks).

• SRA recognises there are difficulties (e.g., access to monthly 

bank statements, no ledgers) but expects at a minimum:

1.Central register of accounts operated

2.Separate record of transactions undertaken within the law firm 
(a cashbook)

3.Record of bills kept

• Are you satisfied that the client’s money is not at risk? Have you 

recorded the position?

Client’s own 
account



• Breach of Rule 3.3 is a serious matter.

• Must be a proper connection between receipt of funds and 

delivery of regulated services. 

Case studies:

Trust administration work

Recurring clients

Commercial rent deposits

Unconnected payments

Lack of availability of banking facilities

• COFA should be regularly reviewing dormant matters with 

residual balances where there is no movement. Filter out interest 

payments if you can.

Banking facilities



• Why do they arise? Can they be quantified?

• What is in place to deal with them?

• “Prescribed circumstances”

Balances under £500 do not require SRA authorisation

Reasonable steps must be taken to locate owner before paying to 
charity

Charity does not have to offer indemnity

Must keep a central register and keep receipts

Cannot deduct costs incurred

• “SRA’s prior written authorisation”

For balances over £500

Have adequate steps been taken? DWP and free searches on the 
internet as a minimum 

If proportionate – local or national newspaper or tracing agent

Third party costs can be deducted but should be paid from office

Residual 
balances & 
donations to 
charity



The Breaches Register

• Date breach occurred, discovered and corrected

• Amount involved

• Rule breached

• Details

• Person responsible

• Material or non-material, and why?

• Review it regularly - look for patterns

• What has been put in place to ensure it doesn’t happen again?

• Effective reporting line and communication within your teams

Systems & 
controls – the 
COFA’s role



• Client account reconciliations – review and sign them at least every 

five weeks at a minimum.

• Three-way reconciliation is expected. This includes client’s own 

accounts.

• Regular review of breach register.

• Regular reviews of client matter listings – think, suspense accounts, 

miscellaneous matters and run reports to identify residual balances. 

• Have the points raised from the last client money review been 

actioned?

Systems & 
controls – the 
COFA’s role



• Document decisions and how you arrived at them.

E.g., issues with paying in client money

Bank reconciliations still need to be completed, reviewed and 
signed. Electronic is ok

• Update procedures manual and client care letters if you have not 

already. 

• Still need to identify breaches and correct them promptly and 

immediately replace lost client money.

• Report material breaches to the SRA. Do not wait until the end of 

year review by your RA.

COVID-19 & the 
SRA’s 
expectations
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Disclaimer 
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