
Chapter 2 – Client money and client accounts part 1 

 

 

 

Summary: Client money 
 
WHAT is client money? 
 

There are four categories of client money defined in Rule 2.1.  
These can be summarised briefly as: 
1) money held on behalf of clients while providing them with 

legal services 

2) money held on behalf of third parties while providing legal 

services to clients 

3) money held by solicitors acting in certain specified roles 

4) money held on account of costs and unpaid disbursements 

prior to delivery of a bill. 

 
HOW is client money different 
from business money? 
 

• Client money belongs to clients and third parties. 

• Business money belongs to the firm. 

 

 

  

Summary: Client accounts 

  

WHAT is a client 
account? 

  

A client account is a bank or building society in which firms hold client 
money. 

WHAT are the 
requirements for a 
client account? 

  

• Rule 3.1 requires client accounts to be held at a bank or building 

society in England or Wales. 

• Rule 3.2 requires client accounts to be labelled with both the name of 

the firm and the word 'client' so that they can be clearly identified as 

containing client money rather than business money. 

  



WHAT are the 
different types of 
client account? 

  

There are different types of client account: 

• A general client account which holds money belonging to lots of 

different clients. 

• Separate designated deposit client accounts, which hold money 

belonging to an individual client. 

  

WHAT are the 
exceptions to the 
general principle that 
firms should operate 
client accounts? 

A minority of firms will not operate client accounts where either: 

• They outsource their management of client money to a third-party 

managed account (see Chapter XX); or 

• They do not need a client account because the only client money 

they receive is in respect of their own fees and unpaid 

disbursements prior to delivery of a bill, the firm does not have a 

client account for any other purpose, and the firm has told clients 

in advance where and how the money will be held. 

  

  

 

  

Summary: Client money and client accounts  

  

WHAT is the general principle when 
receiving client money? 

  

Rule 2.3 requires that client money is paid into a client 
account promptly. 

WHAT are the accounting entries for a 
receipt of client money? 

  

The accounting entries for a receipt of client money are: 

• CR (credit) client account client ledger; and 

• DR (debit) cash sheet client ledger. 

  

WHAT are the exceptions to the general 
principle requiring client money to be 
paid into a client account? 

There are three exceptions when client money can be 
withheld from client account where: 



1. Client money is held by a solicitor in accordance 

with certain specified roles (this money can be 

held in a separate account); 

2. Client money relates to payments from the Legal 

Aid Agency for the firm's fees and disbursements 

(this money can be paid straight into business 

account); or 

3. The firm has agreed an alternative written 

arrangement in advance with clients.  

  

  

 

 


