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 Appendix A: Common Exceptions Reported  

 

This appendix is optional reading, in that you are not expected to read this material to complete 

the test for this module. 

 

Exceptions reported may involve mishandling of client's money, inadequate accounting records, 

or deficient bookkeeping records. Some of the more common exceptions include:  

 

 1. Mishandling of Client's Funds  

 

 shortage of trust funds;  

 individual trust accounts short over two month ends 

 withdrawals from individual trust ledger accounts without preparation of a bill;  

 withdrawals from trust not allocated to individual trust ledger accounts;  

 uncorrected reconciling items on monthly trust reconciliation;  

 trust money handled through non-trust account without authorization;  

 personal transactions co-mingled with trust;  

 unearned retainers deposited in non-trust account;  

 trust withdrawals on account of disbursements that have not actually been paid;  

 trust deposits delayed; and  

 trust cheques not signed, or signed by non-lawyer as sole signatory.  

 

 2. Inadequate Accounting Records  

 

 duplicate deposit slips not detailed as to client or source;  

 duplicate deposit slips not available;  

 trust cash book inadequate or not kept at all;  

 cash book lacking required information such as source of funds;  

 trust ledger lacking information;  

 trust ledger cards filed in individual client files;  

 trust obligations recorded incompletely or not at all;  

 bank statements and cancelled cheques unavailable; and  

 pass books for separate trust accounts either unavailable or not updated.  

 

 3. Deficient Bookkeeping Practices  

 

 no subsidiary ledger for accounts receivable or disbursements receivable;  

 general ledger not kept;  

 trust ledger accounts kept in unbound books or on loose or unlined sheets of paper;  

 client file used as only record of accounts receivable;  

 co-mingling of business and personal cash transactions;  

 incomplete depositing or recording of income;  

 cash books with substantial erasures or "white-outs" or not totaled and ruled off monthly;  

 poor audit trail of supporting vouchers, invoices, etc.;  



 trust reconciliations prepared late, or not at all; and  

 trust reconciliation errors and stale-dated cheques brought forward without correction.  

 
Credits: This appendix was adapted from the article "Getting Started: Trust Accounting" by Felicia Folk, formerly 

of the LSBC, updated to August 2005. 
 
 

https://www.lawsociety.bc.ca/docs/practice/resources/TrustAccounting.pdf

