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This help sheet is designed to assist regulated firms who hold clients’” money or
who have recently started to hold clients’ money with key aspects of best practice.

Firms will adopt different ways, based on their particular circumstances, of managing clients’
money effectively in order to deliver an appropriate level of confidence to RICS, firms’ clients,
potential clients and stakeholders. If firms decide to deviate from the standards set out in this
help sheet, RICS may require the firm to demonstrate that their standard is equivalent to best
practice. Where firms operate differing methods, RICS invites those firms to submit these
methods to be included in the next update.

The words stated in bold are defined in the glossary at the end of this help sheet.

Rule 8

A Firm shall preserve the security of clients’ money entrusted to its care in the course of its
practice or business.

Aim

To ensure that clients” money can be clearly linked to the clients to whom it belongs and is
protected on their behalf at all times and in particular, in the following circumstances:

* Insolvency e Misappropriation by any party

e Death of a sole practitioner e Transfer of client money to another
organisation

Should clients” money be misappropriated, the firm must inform RICS and, where appropriate,
the Police and their insurers.

What systems and controls should a firm have in place?
General controls
A firm should ensure that:

* employees have clear segregation of duties and responsibilities and that a Principal or
appropriately qualified individual oversees the client accounting function

* they employ competent and knowledgeable staff who are responsible for processing clients’
money and who are familiar with RICS Rules and this help sheet

e accounting systems and client data are securely controlled and protected

e computer systems are adequately protected for access, firewalls, back ups and disaster
recovery

 there is adequate cover for holiday and long term absence

e Principals cannot and do not override controls surrounding the accounting system
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all departments and branches apply the same level of controls in relation to the client
accounting function.

Client bank accounts
A firm should ensure that:

they hold clients’ money in one or more client bank accounts separate from all other
monies. Client money should be available on demand

the bank account is correctly titled to include the name of the firm and the word “client” to
distinguish the account from an office or any other account. If it is a discrete account, the
name of the client should be included in the account title

they have obtained written confirmation from the bank of the client account conditions

they have advised clients in writing of the bank account details (account name and name
and address of the bank) and agree the terms of the account handling, including
arrangements for interest and charges

they have obtained written consent from their client if the firm is to retain interest.

Client accounting systems and controls
A firm should ensure that:

accounting records and systems are appropriate to the nature and volumes of client account
transactions. A suitable software package may enable the firm to manage client money
effectively

systems provide details of all money received into and paid from all client accounts and
show a running balance of all client money held in that account

systems identify all receipts and payments to the client to which they relate; for example by
means of client ledgers showing cash balances held on behalf of clients at all times

accounting records are completed chronologically and promptly
the current balances at the total and client levels are always available
all ledgers have the client name and an appropriate description, e.g. the property address

Overdrawn balances on client ledgers are prevented by the systems or controls in place
and where they do occur are investigated and rectified immediately

adequate controls are in place over unidentified client money to ensure that such funds
are kept securely. The client should be located and reimbursed as soon as possible. Such
funds held for more than six years may be donated to a registered charity

a central list of client bank accounts is maintained including dates of opening and closing of
accounts
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* they complete a “three way” reconciliation at least once every month where clients’ money
is held in a general client account.

This should be produced as a formal statement with any unresolved differences or adjustments
being fully investigated and explained. Any errors identified in the reconciliation process should
be promptly rectified.

General client account reconciliations should include a full list of:

e client ledger balances and the total of the balances

dated unpresented cheques

dated outstanding deposits

details of any other reconciling items

e system reports supporting reconciliation figures as appropriate.

For discrete accounts the monthly reconciliations should agree the cash book or system
balances to bank statement balances and include a full list of:

e dated unpresented cheques

e dated outstanding deposits

e details of any other reconciling items

e system reports supporting reconciliation figures as appropriate.

Reconciliations should not include regularly occurring adjustments or reconciling items more
than three months old, except for unpresented cheques which should be no more than six
months old.

e reconciliations should be reviewed and signed off by a Principal or an appropriate
independent senior member of staff

e client accounting records, including copies of reconciliations, are securely kept for at least six
years plus the current year.

Controls over the receipt of client money
A firm should ensure that:

e only a Principal or appropriate staff independent of accounting staff open incoming post

e procedures exist to ensure all clients’ money is banked within three working days

all cash and cheques received by post or by hand are promptly recorded
* areconciliation is performed between money received by post and that day’s banking

e procedures exist to identify and distinguish between clients’ and office money
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mixed monies are initially paid into a client account and the office element paid to the office
account when the receipt has cleared the bank

fees received in advance for professional work not yet billed are paid into a client account
pending completion of the work

duplicate receipts are issued for cash received and controls over the physical security of
cash are effective

unbanked client money receipts are kept secure.

Controls over the payment of client money
A firm should ensure that:

checks are made to ensure that sufficient funds are held on behalf of the relevant client
before payments are made

a copy of the bank mandate is held and is up to date

adequate authorisation and supervision procedures are in place for payments made by
cheque, bank transfer and electronic methods

insurance and adequate Principal supervision is in place where payments are made by non-
principals

all payment requests have supporting evidence and that documentation has been authorised
in advance by a Principal or other appropriate person

blank cheques are not signed, and unused cheques are kept securely
effective controls are in place over the setting up of new supplier accounts on the system

cash payments are avoided.
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Glossary

Bank mandate

The bank account mandate is created when the account is set up and is a contract between
the bank and the firm setting out terms and conditions of the use of banking services. It states
the respective rights and obligations of the bank and the firm and includes the names of
individuals authorised to sign cheques or to make electronic payments.

Blank cheques

A blank cheque is a cheque signed by an authorised signatory but which has not been
completed with the name of the payee or the amount to be paid. In the past, blank cheques
have been pre-signed so that the cheque details can be completed and dispatched by a
person not authorised to sign cheques.

Cash book

A cash book is a record of all clients’ receipts and payments in chronological order which
normally provides a running balance of the total amount of client money held by the firm at all
times. A cash book report is available where computerised systems are used.

Clients’ money

Clients’ money is any money received by a firm, in the course of its business activities, that
does not wholly belong to it or any Principal or Principals of the firm.

Examples of clients’ money include:

e Tenants’ deposits

* Rents

* Service charges

* Interest credited to a client account (unless interest is retained by the firm by agreement)
* Arbitration fees

* Fee money taken in advance

e Clients’ money held but due to be paid to contractors
* Money held by members appointed as a Receiver

* Sale proceeds and deposits

e Auction sale proceeds

Please note that the above list is not exhaustive and there may be other examples of clients’
money.

Client bank account - general
A client bank account which holds client money belonging to more than one client.
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Client bank account - discrete

A client bank account which holds clients’ money belonging to a single client, also known as a
designated client bank account.

Client bank account conditions

The client bank account operating conditions define the manner in which the account is
conducted. The firm should ask the bank to confirm in writing that:

a) all money standing to the credit of that account is clients’ money

b) the bank or building society is not entitled to combine the account with any other account or
to exercise any right to set-off or counter claim against money in that account in respect of
any sum owed to it on any other account of any Principal or the firm

c) any interest payable in respect of monies held in the account shall be credited to that
account except where there is written agreement from the client for the interest to be
retained by the firm

d) any charges or interest levied in respect of a general client account shall not be debited to it.

Client ledgers

Client ledgers record the details of all payments and receipts relating to a client in chronological
order. Ledgers will normally provide for a running balance which shows the amount of money
held by the firm on behalf of that client at all times. Client ledgers are necessary where general
client bank accounts are in use. Client ledgers may be handwritten, on spreadsheets or
within a computerised system.

Mixed monies

Receipts which combine clients’ money and office money in a single amount.

Office money

Receipts which belong wholly to the firm or Principals. One example is payment of fees.
Outstanding deposits

Receipts which have been paid into the bank but have not yet appeared on the bank
statement, also known as outstanding lodgements.

Overdrawn balances

An overdrawn balance on a client ledger within a general client account means that payments
have exceeded the amount of money held on behalf of that client. This means other clients’
money is being used to fund the expenditure relating to the client with the overdrawn balance.

The cash book balance is said to be overdrawn where the cumulative total of recorded
payments exceeds that of accumulated receipts.

The bank account is overdrawn if that is the position shown by bank statements.

In each case, there is an overall shortage (or deficit) of client money.
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Principal
A Principal of an RICS regulated firm means:

Sole practitioner

Partner, director or member of a Limited Liability Partnership

Person whose job title includes the words “partner” or “director”

Person who performs the functions of a sole practitioner, partner, director or member of a
limited liability partnership.

Reconciling items

Reconciling items are commonly unpresented cheques and outstanding deposits which
account for the difference between the cash book balance and the bank statement balance.
These are receipts and payments recorded in the cash book but which have not yet cleared
the client bank account. Other reconciling items are items which have appeared on the bank
statement but are not yet recorded in the client accounting records; for example, unidentified
receipts.

Running balance

A cash book or client ledger balance which is updated every time a payment is made or a
receipt recorded and so always shows the current position.

System reports

Where accounts packages are used, reports should be printed to evidence the figures in the
monthly reconciliations. Typically hard copy reports of cash book transactions for the month,
including a cash book balance and a report of client ledger balances (to include a total at the
reconciliation date) would be produced. Most systems are capable of producing a
reconciliation report.

Three - way reconciliation

This applies only where the firm operates a general client account. The aim is to reconcile the
bank statement balance to the total of client money held, as recorded by the cash book, and
then to the total of the individual client balances, as recorded on the client ledgers at the
same date.

Unidentified client money

A firm may hold client money where the beneficiary is unknown or cannot be traced so
preventing payment to the client. Examples of such “orphan funds” include unidentified
receipts, old unpresented cheques for deposits refunds or contractors’ payments. Some
firms “inherit” surplus clients’ monies when Practices are acquired.

Unpresented cheques

Cheques which have been sent to the payee but not yet presented for payment and cleared by
the bank.
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Further information
Please contact us if you have any questions in connection with the holding of clients’ money.

RICS Regulation
Surveyor Court
Westwood Way
Coventry

CV4 8JE

t +44(0)20 7695 1670
e regulation@rics.org
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Regulation

RICS HQ

Parliament Square
London SW1P 3AD
United Kingdom

Worldwide media
enquiries:

E pressoffice@rics.org

Contact Centre:

E contactrics@rics.org
T +44 (0)870 333 1600
F +44 (0)20 7334 3811

Advancing standards in land, property and construction.

RICS is the world’s leading qualification when it comes to
professional standards in land, property and construction.

In a world where more and more people, governments, banks and
commercial organisations demand greater certainty of professional
standards and ethics, attaining RICS status is the recognised
mark of property professionalism.

Over 100000 property professionals working in the major established
and emerging economies of the world have already recognised the
importance of securing RICS status by becoming members.

RICS is an independent professional body originally established

in the UK by Royal Charter. Since 1868, RICS has been committed
to setting and upholding the highest standards of excellence and
integrity — providing impartial, authoritative advice on key issues
affecting businesses and society.

RICS is a regulator of both its individual members and firms enabling
it to maintain the highest standards and providing the basis for
unparalleled client confidence in the sector.

RICS has a worldwide network. For further information simply contact

the relevant RICS office or our Contact Centre.

Europe
(excluding
United Kingdom)
Rue Ducale 67
1000 Brussels
Belgium

T+3227331019
F +32 2742 97 48
ricseurope@rics.org

United Kingdom
Parliament Square
London SW1P 3AD
United Kingdom

T +44 (0)870 333 1600
F +44 (0)20 7334 3811
contactrics@rics.org

Asia

Room 1804

Hopewell Centre

183 Queen’s Road East
Wanchai

Hong Kong

T +852 2537 7117
F +852 2537 2756
ricsasia@rics.org

Africa

PO Box 3400
Witkoppen 2068
South Africa

T +27 11 467 2857
F +27 86 514 0655
ricsafrica@rics.org

Americas

60 East 42nd Street
Suite 2918

New York, NY 10165
USA

T +1 212 847 7400
F +1 212 847 7401
ricsamericas@rics.org

Middle East

Office FO7, Block 11
Dubai Knowledge Village
Dubai

United Arab Emirates

T +971 4 375 3074
F +971 4 427 2498
ricsmiddleeast@rics.org

Oceania

Suite 2, Level 16

1 Castlereagh Street
Sydney

NSW 2000

Australia

T +61 2 9216 2333
F +61 2 9232 5591
info@rics.org.au

India

48 & 49 Centrum Plaza
Sector Road

Sector 53, Gurgaon — 122002
India

T +91 124 459 5400
F +91 124 459 5402
ricsindia@rics.org



