
Chapter 7 – Accounts in conveyancing and other types of account 

 

 

Summary: Mortgage advances   

  

WHAT is a mortgage advance? 

  

A mortgage advance is the money lent to a buyer by a bank or 

building society so that they can purchase a property. 

 

 

On WHOSE behalf is a mortgage 

advance held before completion? 

A mortgage advance is held on behalf of the lender prior to 

completion, at which time it is transferred to the seller's solicitor.  

If the purchase falls through, the mortgage advance will be 

returned to the lender. 

 

WHAT are the two methods of 

recording the receipt of a mortgage 

advance when a firm acts for both 

the borrower and the lender in a 

property purchase? 

  

To record a mortgage advance, a firm can either: 

1. Use two separate client ledgers (one for the borrower and 

one for the lender); or 

2. Use one client ledger (for the borrower) but identify the 

transaction as relating to a mortgage advance, and include 

the name of the lender, in the details column of the ledger. 
 

WHAT accounting entries are 

required to record the receipt of a 

mortgage advance when using the 

separate client ledgers method? 

Two pairs of double entries are required: 

1. To record the receipt of the mortgage advance in the 

lender's client ledger - CR lender's client ledger client 

account, DR cash sheet client account; and 

2. To record the inter-client transfer of the mortgage advance 

(from the lender to the buyer) - DR lender's client ledger 

client account, CR buyer's client ledger client account. 
 



WHAT accounting entries are 

required to record the receipt of a 

mortgage advance when using the 

single client ledger method? 

One pair of double entries is required - CR buyer's client ledger 

client account and DR cash sheet client account.  Remember that 

the details column of the ledger must include the name of the 

lender and indicate that the transaction relates to a mortgage 

advance. 

 

WHO usually pays a firm's charges 

when the firm acts for both the 

borrower and the lender in a 

property purchase? 

 

The buyer usually pays for both their own legal costs, and the 

legal costs of the lender with respect to providing a mortgage. 

WHAT are the two methods of 

recording the separate charges 

involved when a firm acts for both a 

borrower and a lender? 

To record the separate charges for both the lender and the 

borrower, the firm can either: 

1. Use the separate ledger method and record the charges for 

each client in their own ledger.  The lender's charges can 

then be transferred to the buyer's client ledger. 

2. Use the single ledger method and record the charges for 

both the buyer and the lender on the buyer's client ledger.  

Remember that the lender's charges must be clearly 

labelled as such in the details column of the ledger. 

 

 
 

 

Summary: Mortgage redemptions 

  

WHAT is a mortgage redemption? 

  

On completion of a property sale, the seller must repay the bank 

or building society any money that remains owing on their 

mortgage.  This repayment is the mortgage redemption. 

 



WHAT are the two methods that a 

firm can use to record a mortgage 

redemption on completion of a 

property sale? 

To record a mortgage redemption on completion, a firm can 

either: 

1. Record the receipt of all completion monies in the seller's 

client ledger and then transfer the mortgage redemption 

to the lender's client ledger; or 

2. Record the receipt of the mortgage redemption element of 

the completion monies in the lender's client ledger and 

record the receipt of the remaining completion monies in 

the seller's client ledger. 
 

 

 

Summary: Deposits 

   

WHEN does a firm hold a deposit in 

a property sale transaction? 

A firm usually holds a deposit from exchange of contracts until 

completion. 

 

WHAT are the two ways in which a 

firm might hold a deposit? 

 

A firm can hold a deposit as either stakeholder or agent. 

On WHOSE behalf is a stakeholder 

deposit held? 

A firm holds a deposit as stakeholder jointly on behalf of both 

the buyer and the seller between exchange of contracts and 

completion.  The deposit belongs to the seller alone from 

completion. 

 

On WHOSE behalf is a deposit as 

agent held? 

A firm holds a deposit as agent on behalf of the seller only i.e. it 

belongs to the seller from exchange of contracts. 

 

WHAT are the two methods that a 

firm can use to record the receipt of 

a stakeholder deposit? 

To record the receipt of a stakeholder deposit, the firm can 

either: 

1. Record the receipt in a separate stakeholder ledger in the 

names of both the buyer and the seller; or 



2. Record the receipt in the seller's client ledger but label it 

clearly in the details column as a deposit being held as 

stakeholder in the names of both the buyer and the 

seller. 

  

WHAT are the accounting entries to 

record a receipt of a stakeholder 

deposit on exchange of contracts? 

 

The accounting entries to record receipt of a stakeholder 

deposit are CR stakeholder client ledger client account and DR 

cash sheet client account. 

WHAT are the accounting entries to 

record an inter-client transfer of a 

stakeholder deposit on completion? 

The accounting entries to record an inter-client transfer of a 

stakeholder deposit on completion are DR stakeholder client 

ledger client account and CR seller's client ledger client account. 

 

WHAT are the accounting entries to 

record a receipt of a deposit held as 

agent on exchange of contracts? 

 

The accounting entries to record receipt of a deposit held as 

agent are CR seller's client ledger client account and DR cash 

sheet client account. 

 

 

Summary: Other accounts 

  

  

WHAT are the three other types of 

accounts that you are required to 

understand for the SQE1 

assessment? 

You are required to understand the following three types of 

accounts: 

1. Joint account operated by a solicitor (or firm) jointly with a 

client or third party. 

2. Client's own account operated by a solicitor as signatory on 

behalf of the client. 

3. Third-party managed account operated by a third-party 

business instead of a law firm. 



WHAT overriding responsibilities do 

firms and solicitors have when 

dealing with money belonging to 

clients and/or third parties? 

Firms and solicitors have overriding responsibilities to: 

• Act in the best interests of each client (SRA Principle 7); 

and  

• Safeguard money entrusted to them by clients and others 

(SRA Codes of Conduct for Solicitors Para 4.2; and Firms 

Para 5.2). 
 

WHEN may a solicitor need to 

operate a joint account with a client 

or third party? 

In some situations, it is appropriate for money to be held in a 

joint account in the names of a solicitor (or the firm) together 

with a client or third party.  For example, an executors' bank 

account may be operated jointly by a solicitor named as executor 

in the will alongside any other named executor(s) who are 

independent of the law firm.  

  

WHAT Rules still apply to the 

operation of joint accounts? 

Rules 8.2 (obtaining statements at least every five weeks) and 8.4 

(keeping central records of all bills or written notifications of 

costs) still apply to the operation of joint accounts although the 

other Rules in Part 2 (client money and client accounts) do not 

apply. 

 

HOW can a solicitor safeguard 

money held in a joint account? 

A solicitor should assess any risks to money held in a joint 

account and decide if any safeguards are needed.  Safeguards 

could include, for example, requiring joint rather than sole 

signatures for withdrawals from the account. 

 

WHEN may a solicitor need to 

operate a client's own account? 

A solicitor may need to operate a client's own account as 

signatory where the client lacks capacity and the solicitor has 

been appointed as a deputy by the Court of Protection, or as an 

attorney under a power of attorney. 

 

WHAT Rules still apply to the 

operation of a client's own account? 

Rules 8.2 (obtaining statements at least every five weeks), 8.3 

(reconciling statements at least every five weeks) and 8.4 

(keeping central records of all bills or written notifications of 



costs) still apply to the operation of a client's own account 

although the other Rules in Part 2 (client money and client 

accounts) do not apply. 

 

WHAT is a third-party managed 

account (TPMA)? 

A TPMA is a bank or building society account operated by a third-

party business which provides account management services for 

law firms.  Client money (or money belonging to third parties) 

that is required for the delivery of legal services by the law firm 

can be held in a TPMA. 

 

WHY might a law firm use a TPMA? A law firm might choose to use a TPMA provider as it cuts down 

on costs (and avoids obligations to comply with certain parts of 

the Rules) associated with running their own client account.  It 

may also reduce the firm's risk of money laundering. 

 

WHAT should a firm check before 

using a TPMA provider? 

A firm must check that a TPMA provider is properly regulated by 

the Financial Conduct Authority (FCA).  It should also check that 

the interest arrangements are appropriate. 

 

If a firm chooses to use a TPMA 

provider, WHAT must they tell the 

SRA? 

A firm must complete the SRA's TPMA notification form with 

details of the TPMA provider and its authorisation number from 

the FCA. 

 

WHAT are a firm's obligations under 

the Rules with respect to TPMAs? 

A firm must: 

• Give prospective clients an explanation of the terms of the 

firm's contract with the TPMA provider, including specific 

information on how the TPMA fees are paid and who bears 

the cost (Rule 11.1(b)(i)). 

• Inform clients of their right to terminate the agreement 

and dispute payment requests made by the firm (Rule 

11.1(b)(ii)). 

• Regularly obtain statements for the TPMA to ensure that 

they accurately reflect any transactions (Rule 11.2). 

  



 

 


