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Across England and Wales we regulate

192,000 

solicitors

31,000

solicitors work 

in-house

10,400

law firms

700

alternative 

business 

structures

ABS



Our key priorities

High 

standards

Reducing 

bureaucracy  

Better public 

information 

Consistent 

qualification 

standards 

Appropriate 

public 

protection  



Revised

principles

New codes 

of conduct 

for 

individuals 

and firms

Simplified 

accounts 

rules

New 

practising 

flexibility

Authorisation 

rules & other

rules

SRA Standards and Regulations

+



SRA Standards and Regulations

Focus on standards, but without prescription

Getting rid of unnecessary bureaucracy

Short, user-friendly

Greater freedom about where and how solicitors can practise 



Principles

Ten principles 

down to seven

Apply to all 

solicitors
Honesty and 

integrity separate



Codes

No indicative 

behaviours

Code for 

individuals: 

applies to all 

solicitors, whoever 

they are and 

wherever they 

work

Code for firms: 

Sets out standards 

and business 

controls expected 

of firms



Authorisation Rules

New character 

and suitability 

test

Split by 

individual and 

firm

No approval for 

role holders 

changing role 

or firms 



Practising flexibility

SRA-regulated 

independent 

solicitor, who can 

offer reserved legal 

services

Solicitors able to 

offer non-reserved 

legal services to 

the public in an 

unregulated 

business

Legal business will 

not have to be an 

ABS to employ a 

solicitor & offer 

non-reserved legal 

services



Transparency 

Us

Firms will do:

Firms

Register about firms and 

solicitors

Price and description 

of services

How to complain 

(including to LeO)

SRA digital 

badge

£ !!!



Reporting concerns

• A requirement to report to us (or another approved 

regulator):

✓ any facts or matters that you reasonably believe are 

capable of amounting to a serious breach

✓ promptly

• Do not stop anyone else wanting to make a report to us



Reporting concerns

• Important for us to receive information at an early stage 

where this may result in us taking regulatory action 

• Early engagement helps make sure that we can look out for 

any patterns or trends using information we already hold

• We will be developing case studies based on examples 

we’ve received and our response



Enforcement Strategy

Clarity for the public and the profession

Why and when we will take action

Mitigating and aggravating factors

Enforcement in practice guides



Factors to consider

aggravating and 

mitigating 

factors

Intent/motivation 

Vulnerability

Harm/impact

Role, experience and 

seniority 

Regulatory history and 

patterns of behaviour

Regulatory 

jurisdiction
Private life Criminal convictions

Insight/remediation



Guidance and support

Guidance 

and toolkits

Ethics 

Guidance 

helpline

Research 

and reports

Enforcement 

in practice 



Preparing for 25 November

Cultural shift, 
less 

prescription

Share 

updates/ 

knowledge 

with staff

Clickable 

logo on 

website

Reviewing 

systems 

and 

processes

Talk to usUse SRA 

beta site



Case studies 



Case study 1

• Mr A was a partner in a City firm. He had been suffering from stress for some time 
due to working long hours and marital difficulties. After divorcing from his wife, he 
started experiencing financial difficulties.

• Mr A discussed his mental health with a friend who suggested he may be suffering 
from depression. The friend said he should consider taking some time off work.

• However, Mr A felt he had no option but to keep working. He was afraid that asking 
for time off for depression would be seen as a sign of weakness by the other 
partners.

• Soon after, Mr A began working on a legal matter for a new client, Ms Z. The two 
became close. Ms Z confided that her company was in trouble, and she needed 
£20,000 to save it. Mr A offered to provide a loan from his own money.



Case study 1

• Over the next few months, Ms Z asked for more loans. Mr A felt unable to 
refuse.

• Once he had used up the little savings he had, he started giving her funds 
from the firm's client account.

• When preparing the annual accountants' report, the firm's accountant found 
a shortfall of £80,000 on the client account. He traced this back to Mr A. 
The matter was reported to us.

• Discussion: what conduct/ethical issues come to mind and could Mr A 
or his firm done to have supported him earlier?



Case study 2

• An undercover reporter posed as a prospective client facing criminal 
proceedings. He approached a solicitor for representation.

• The solicitor and client arranged a first interview. During the interview, the client 
confessed to being guilty of all charges, but stated he wanted to plead ‘not 
guilty’. He asked what he should say and do to make sure he is found innocent.

• The solicitor crafted a knowingly false explanation of events for the client. He 
even offered to arrange a false witness if the client paid him the sum of £25,000.

• Unknown to the solicitor, the undercover reporter had recorded the entire 
interview and shared it on social media.

• Discussion: what conduct/ethical issues come to mind and how might the 
SRA have responded? 



Case study 3

• Mrs A was managing partner of a small firm, specialising in personal injury law. 
Mr Z, the owner of a claims management company, approached her with a 
business proposal. He suggested a referral arrangement & Mrs A agreed.

• Mrs A felt her firm could process more cases with better technology, and asked 
Mr Z to help fund a new IT system. He agreed and provided substantial funds.

• After this Mr Z began to take an active role in the managing the law firm. He 
would work from Mrs A's office, using the firm's computer systems and also use 
its letterhead to send correspondence to claims management clients. A month 
later, an employee sent an anonymous report to us. They raised concerns that 
Mrs A was allowing Mr Z too much say in the running of her firm.

• Discussion: does this show how solicitors can lose control over their 
firms by entering into improper business arrangements? Were they 
operating as an Alternative Business Structure without authorisation?



SRA Accounts Rules: recap

Phase 1 – implemented in October 2014

• Minor changes to the format of the annual accountant's report

• Introduced an exemption for certain firms (LAA money) to obtain an 

accountant’s report

• Removed the requirement for firms to submit unqualified reports

Phase 2 - implemented in November 2015

• Encouraged reporting accountants to apply an outcomes-based 

approach to assessing compliance

• Exemption extended from the obligation to obtain an accountant’s report



SRA Accounts Rules

We have focused on: 

• Making the rules clear and principles-based - focusing on authorised 

firm’s duty to safeguard money belonging to clients and third parties

• Making the rules easier to understand and have a structure that makes 

them easier to follow and comply with

• Providing a definition of ‘client money’ which maximises the need to 

protect the public while not placing unnecessary burdens on firms



The new rules

Reduced prescription and clearer about who they apply to

Clearer, sharper rules that set standards we expect

Definition of client money: introducing an exemption

Our approach to third-party managed accounts (TPMA)

A new approach to final accountants reports



Safeguarding money

To keep client money safe, firms: 

• Can develop their own systems and controls

• Must manage the movement of money ‘promptly’

• Can exercise their own professional judgement



Client money

• A revised simpler definition of client money  

• Firms that only hold money for fees and disbursements can 

rely on an exemption not to operate a client account

•

• All other client money must be paid into client account, as 

now



Guidance

Guidance available on our website: 

• Do I need to operate a client account?

https://www.sra.org.uk/newregs

https://www.sra.org.uk/newregs


Keeping client money safe

• All client money must be kept separate from the firm’s 

money

• Receipt of mixed money must be moved to the right account 

‘promptly’ – what is promptly?



Keeping client money safe

• Money for the firm’s costs can be taken only after sending a 

notification of costs or bill

• Money must be returned promptly to the client when there is 

no reason to continue hold



Other things to mindful of

• Firms must not let their client account to be used as a 

banking facility

• Firms should have robust systems and controls to prevent 

money being lost because of a cyber attack



Withdrawals from client account

• Can only be made for the purposes of which money is held  

or on the clients instructions

• Firms need to have systems and controls that make sure 

withdrawals are both: 

➢ appropriately supervised 

➢ appropriately authorised

• Residual client account balances - only on the SRA’s 

authorisation or in prescribed circumstances 



Putting things right

• Any breaches identified must be corrected ‘promptly’ 

• Any money lost or withheld from the right account must be 

replaced immediately 

• Firms must consider their duties to report to us

• Firms must have in place effective systems and controls:  

see Code of Conduct for Firms



Systems and controls…

• All records need to be “accurate, contemporaneous, and 

chronological”

• Firms are required to:

✓ Keep ledgers 

✓ Obtain monthly (or at least every 5 weeks) statements

✓ Carry out 5 weekly reconciliations

• Safeguard money held in joint accounts or the client’s own 

account



Guidance

Guidance available on our website: 

• Helping you keep accurate client accounting records 

https://www.sra.org.uk/newregs

https://www.sra.org.uk/newregs


Third-party managed accounts

Nothing in our current rules prohibits the use of TPMAs

Guidance published to clarify our position

A number of firms looking at using TPMA 

We regulate the solicitor and firm, not the TPMA provider



Guidance

Guidance available on our website: 

• Third-party managed accounts 

https://www.sra.org.uk/newregs

https://www.sra.org.uk/newregs


Help firm’s make sure that 
client money is not at risk

Make sure that work 
undertake is sufficient to 
allow them to complete a 
report 

Think about what checks to 
undertake – proportionate 
and targeted to the size of 
firm and nature of its work?

Less prescription means its 
easier for them to exercise 
their professional judgement 
– report on what’s a serious 
breach 

The role of the reporting 

accountant



Guidance

• Firms can engage their accountants on their own terms, but 

we will prescribe if necessary.

• ‘Necessary’: for example, we want accountants to focus on 

whether client accounts are being used as a banking facility

• See our guidance on ‘planning for and completing an 

accountant's report’ - https://www.sra.org.uk/newregs

https://www.sra.org.uk/newregs


Final reports

• Up to the SRA to call for a final (cease to hold) report as 

and when we think necessary

• Factors that might make it necessary:

▪ Inconsistencies in bank records/statements or the firm’s client 

account ledgers

▪ Open conduct/regulatory investigations

▪ Previous poor compliance with the Accounts Rules /qualified 

accountants reports



Case studies 



Case study 4

• It is Friday afternoon; it has been a busy week and your 

starting to think about your plans for the weekend.

• You have just completed Ms Spelling’s house sale, there is 

no corresponding purchase. 

• Since initially meeting Ms Spelling in person you have been 

corresponding with her by email, Ms.Spelling@gmail.com. 



Case study 4

• Ms Spelling is due sale proceeds of £350,000.00. 

• You receive an email from Ms.Spel!ing@gmail.com requesting 
you to send the sale proceeds to her business bank account held 
in the name of Spelling and Co Ltd. 

• You complete a payment request form and the payment is 
released from your client bank account. 

• Discussion: what risks come to mind and should this matter 
have been reported to the SRA?



Case study 5

• Since your firm began trading 15 years ago you have 
employed an experienced legal cashier. 

• Your firm has had no issues with its compliance with the 
SRA Accounts Rules and you have never received a 
qualified Accountants Report.

• For this reason you have never given too much attention to 
your books of account. 



Case study 5

• Without prior notice your legal cashier falls ill and is unable to return to 
work. 

• For various reasons a recruitment campaign for a new cashier takes you 8 
months during which time no client account reconciliations have been 
conducted. 

• You decide to let individual fee earners make postings to the books of 
account although they have had limited training on the bookkeeping 
system, posting errors subsequently arise. 

• Discussion: what conduct and financial risks come to mind? What 
steps could have been taken to deal with emergencies?



Resources for you

www.beta.sra.org.uk

www.sra.org.uk/solicitors/newregs

Professional Ethics: 0370 606 2577

Follow us on Twitter: @sra_solicitors 

http://www.beta.sra.org.uk/
http://www.sra.org.uk/solicitors/newregs

