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	Advanced Stage 
Module 5: Legal Skills – Section A (Legal Accounts)






Sample Assessment Materials
Paper 2
Section A – Accounts

Notes:
Tutor Version

· To improve candidate exam-experience, the 10-mark spreadsheet question has been replaced with MCQs



SECTION A (20 marks)



Question 1	CILEX Accounts Rules would be attached to question as resource in TestReach
1 mark

The CILEX Accounts Rules require you to maintain proper systems and controls to ensure your accounting records are complete and accurate.

To comply with the Rules, how might this best be achieved in practice?

You must

· A: purchase a software accounting package to run your accounts
· B: challenge each office, client and deposit account request from a fee earner
· C: reconcile your office account every week
· D: have an up-to-date ledger for each matter showing all Office Account and Client Account transactions (CORRECT)




Question 2
1 mark

A business owner needs to understand how much working capital the business requires in order to settle all of the outgoing expenditure in any given month.

What is the best document you could produce to help you with this?

· A: Cashflow Forecast (CORRECT)
· B: Profit and Loss Account
· C: Budget
· D: Balance Sheet



Question 3
1 mark

A business may decide to register for Value Added Tax (VAT) voluntarily even if it is below the VAT threshold.

What is the main advantage of not being VAT registered?

· A: A much simpler approach to record keeping (CORRECT)
· B: Not having to pay Income Tax
· C: Not having to pay Corporation Tax
· D: You pay less overall for the goods or services




Question 4
1 mark

Law firms must be clear and transparent to clients in relation to the pricing of their services. It is important for firms that are VAT registered that the additional cost of VAT has been made clear.

Which ONE of the following is the correct term that includes both the profit costs and VAT element of a firm’s legal services?

· A: Gross (CORRECT)
· B: Net
· C: Neutral
· D: Vatable



Question 5
1 mark

Financial statements are regularly sent to clients by law firms that operate across a wide range of areas of law, from conveyancing, probate and estate through to matrimonial matters.

What is the main purpose for sending financial statements to clients?

· A: It provides a useful tool to fee earners when monitoring work in progress
· B: It is a requirement of the regulatory accounts rules
· C: To provide an easy-to-read format for clients to see what money has been received and how this money has been spent (CORRECT)
· D: To ensure the accounts department have a purpose



Question 6 to 15: The following ten questions are based upon bookkeeping entries.


You are a sole practitioner of a CILEX regulated law firm that operates a client and an office account, applying the CILEX Accounts Rules and best practice.
The firm is VAT registered. The current rate of VAT is 20%.


……………


You are instructed by Lucas Larsen for independent legal advice on a compromise agreement presented to him by his employer.
Lucas Larsen has already paid you £600 on account of your firm’s legal costs.

The following four questions relate to this client.


……………


Question 6
Client Receipt – 1 mark 

You have received £9,020 from Orbiter LLP, Lucas Larsen’s employer, as settlement money due to Lucas and contribution towards the legal fees.

Which ONE of the following would be the correct bookkeeping entries?

· A: Debit client ledger £9,020 and credit client cashbook £9,020
· B: Credit deposit ledger £9,020 and debit deposit cashbook £9,020
· C: Debit office ledger £9,020 and credit client cashbook £9,020
· D: Credit client ledger £9,020 and debit client cashbook £9,020 (CORRECT)




Question 7
Raising of a vatable bill – 1 mark

You raise an invoice numbered 001 in the sum of £850 plus the current rate of VAT for completing work for Lucas Larsen.

Which ONE of the following would be the correct bookkeeping entries?

· A: Debit deposit ledger £850 fee income and £170 VAT
Credit office cashbook £170 VAT and £850 fees
· B: Credit client ledger £850 fee income and £170 VAT
Debit office ledger £1,020 fee income and £170 VAT
· C: Debit client ledger £850 fee income and £170 VAT
Credit client cashbook £850 gross, £170 VAT and £1,020 fees
· D: Debit office ledger £850 fee income and £170 VAT
Credit fees received ledger £1,020 gross, £170 VAT and £850 fees (CORRECT)



Question 8
Client payment – 1 mark

You pay out the sum of £8,250 by cheque to Lucas Larsen.

Which ONE of the following would be the correct bookkeeping entries?

· A: Debit deposit ledger £8,250 and credit client cashbook £8,250
· B: Debit client ledger £8,250 and credit client cashbook £8,250 (CORRECT)
· C: Credit client ledger £8,250 and debit deposit cashbook £8,250
· D: Credit client ledger £8,250 and debit client cashbook £8,250


Question 9
Client to office transfer – 1 mark

A balance of £1,370 has been left in the client account in this matter. A liability of £1,020 is outstanding on your office account. The office ledger should be brought to nil.

Which ONE of the following would be the correct bookkeeping entries?

· A: Credit client ledger £1,370 and debit client cashbook £1,370
Debit office ledger £1,370 and credit office cashbook £1,370
· B: Debit client ledger £1,020 and credit client cashbook £1,020
Credit office ledger £1,020 and debit office cashbook £1,020 (CORRECT)
· C: Debit client ledger £1,020 and credit office ledger £1,020
Debit client cashbook £1,020 and credit office cashbook £1,020
· D: Debit client ledger £1,370 and credit client cashbook £1,370
Credit office ledger £1,370 and debit office cashbook £1,370

……………



You are instructed by the executors of the late Jenni Martinez in relation to the winding up of her estate.  

The following six questions relate to this client.


Question 10
Q5: Disbursement Payment – 1 mark

You pay to HMCTS (office cheque number 04001) a non-vatable disbursement in the sum of £560 for a probate fee.

Which ONE of the following would be the correct bookkeeping entries?

· A: Debit office ledger £560 and credit office cashbook £560 (CORRECT)
· B: Credit client ledger £560 and debit client cashbook £560
· C: Debit client ledger £560 and credit client cashbook £560
· D: Credit office ledger £560 and debit client ledger £560



Question 11
Q6: Client Receipt – 1 mark

[bookmark: _Hlk179624162]You receive by electronic bank transfer £135,611.15 from St Johns Palace in relation to the sale of shares.

Which ONE of the following would be the correct bookkeeping entries?

· A: Credit client ledger £135,611.15 and debit client cashbook £135,611.15 (CORRECT)
· B: Credit office ledger £135,611.15 and debit office cashbook £135,611.15
· C: Debit client ledger £135,611.15 and credit client cashbook £135,611.15
· D: Debit deposit ledger £135,611.15 and credit deposit cashbook £135,611.15



Question 12
Q7: Placing money on deposit or taking it off deposit – 1 mark

[bookmark: _Hlk179624254]You place on a separate designated deposit account the sum of £135,611.15 relating to client money received from St Johns Palace.

Which ONE of the following would be the correct bookkeeping entries?

· A: Debit client ledger £135,611.15 and credit client cashbook £135,611.15
Credit office cashbook £135,611.15 and debit deposit cashbook £135,611.15
· B: Credit client ledger £135,611.15 and debit client cashbook £135,611.15
Debit deposit ledger £135,611.15 and credit client cashbook £135,611.15
· C: Credit deposit ledger £135,611.15 and debit deposit cashbook £135,611.15
Credit deposit cashbook £135,611.15 and debit deposit ledger £135,611.15
· D: Debit client ledger £135,611.15 and credit client cashbook £135,611.15
Credit deposit ledger £135,611.15 and debit deposit cashbook £135,611.15 (CORRECT)




Question 13
Q8: Raising of a vatable bill – 1 mark

You raise an interim invoice numbered 002 in the sum of £1,750 plus the current rate of VAT.

Which ONE of the following would be the correct bookkeeping entries?

· A: Debit office ledger £1,750 fee income and £350 VAT
Credit fees received ledger £2,100 gross, £350 VAT and £1,750 fees (CORRECT)
· B: Debit deposit ledger £1,750 fee income and £550 VAT
Credit office cashbook £1,750 gross, £550 VAT and £2,100 fees
· C: Credit client ledger £2,100 fee income and £550 VAT
Debit client cashbook £2,100 gross, £350 VAT and £1,750 fees
· D: Credit office ledger £2,100 fee income and £350 VAT
Debit petty cash cashbook £2,100 gross, £350.00 VAT and £1,750 fee



Question 14
Q9: Placing money on deposit or taking it off deposit – 1 mark

You withdraw from a designated deposit account into your client account the sum of £12,500 in relation to discharging the liabilities of the estate. 

Which ONE of the following would be the correct bookkeeping entries?

· A: Debit client ledger £12,500 and credit client cashbook £12,500
Credit deposit ledger £12,500 and debit deposit cashbook £12,500
· B: Credit office ledger £12,500 and debit office cashbook £12,500
Debit office cashbook £12,500 and credit deposit cashbook £12,500
· C: Debit deposit ledger £12,500 and credit deposit cashbook £12,500
Credit client ledger £12,500 and debit client cashbook £12,500 (CORRECT)
· D: Debit deposit ledger £12,500 and credit deposit cashbook £12,500
Credit deposit cashbook £12,500 and debit deposit ledger £12,500





Question 15
Q10: Client payment – 1 mark

You pay a cheque out to The Law Society Gazette in the sum of £183 for the notice of death, using funds that you are holding in your client account.  

Which ONE of the following would be the correct bookkeeping entries?

· A: Debit client ledger £183 and credit deposit cashbook £183
· B: Credit office ledger £183 and debit office cashbook £183
· C: Debit client ledger £183 and credit client cashbook £183 (CORRECT)
· D: Credit office ledger £183 and debit client cashbook £183



Question 16
5 marks

You are now drawing up the financial statement for Mr Mahmoud Salam in relation to the sale of Crosskeys Dental Surgery.

Use the client ledger to draw up his financial statement. This document can be found in the resource library, which is accessed on the right-hand side of your screen.

	Mr Mahmoud Salam –
Sale of Crosskeys Dental Surgery
	Office A/C
	Client A/C
	Deposit A/C

	Date
	Narrative
	Debit
	Credit
	Balance
	
	Debit
	Credit
	Balance
	
	Debit
	Credit
	Balance
	

	01.08.XX
	Rec'd You, on account of costs (BACS)
	
	
	
	DR
	
	£          500.00
	£             500.00
	CR
	
	
	
	

	09.08.XX
	HMLR Office Copies (DD)
	£               6.00 
	
	-£           6.00
	DR
	
	
	£             500.00
	CR
	
	
	
	

	09.08.XX
	Transfer client A/C to Office A/C
	 
	£           6.00
	£            -
	DR
	£           6.00 
	
	£             494.00
	CR
	
	
	
	

	11.09.XX
	Sharp & Sharp, 10% Deposit
	
	
	£            -
	DR
	 
	£   72,550.00
	£        73,044.00
	CR
	
	
	
	

	26.09.XX
	Sharp & Sharp, Sale Balance (CHAPS)
	 
	
	£            -
	DR
	
	£ 652,950.00
	£      725,994.00
	CR
	
	
	
	

	26.09.XX
	Our Charges
	£ 10,000.00
	
	-£ 10,000.00
	DR
	 
	 
	£      725,994.00
	CR
	
	
	
	

	26.09.XX
	VAT
	£    2,000.00
	
	-£ 12,000.00
	DR
	
	 
	£      725,994.00
	CR
	
	
	
	

	27.09.XX
	Sellyourpracticehere.com, estate agent fees
	 
	 
	-£ 12,000.00
	DR
	£    16,000.00
	 
	£      709,994.00
	CR
	
	
	
	

	27.09.XX
	Transfer Client A/C to office A/C
	 
	£ 12,000.00
	£            -
	DR
	£    12,000.00
	
	£      697,994.00
	CR
	
	
	
	

	27.09.XX
	Barclays Bank plc, Redeem Mortgage (CHAPS)
	 
	 
	£            -
	DR
	£ 568,345.50
	
	£      129,648.50
	CR
	
	
	
	

	27.09.XX
	You, Balance due (BACS)
	
	
	£            -
	DR
	£ 129,648.50
	
	£            -
	
	
	
	
	







Answer:
Financial Statement


	Mr Mahmoud Salam – Sale of Crosskeys Dental Surgery

	
	
	
	
	
	
	

	
	Received
	
	
	Paid
	
	

	
	
	
	
	
	
	

	
	Sale Price
	725,500.00
	
	Estate Agents Fee
	16,000.00
	

	
	Money on account of initial costs
	500.00
	
	Professional Costs (incl. VAT)
	12,000.00
	

	
	
	
	
	HMLR Office Copies
	6.00
	

	
	
	
	
	Barclays Bank plc, Redeem Mortgage
	568,345.50
	

	
	
	
	
	
	
	

	
	
	
	
	Balance due to you
	129,648.50
	

	
	
	
	
	
	
	

	
	
	726,000.00
	
	
	726,000.00
	

	
	E&OE
	
	
	
	
	

	
	
	
	
	
	
	



Marking 
Each mistake will be awarded a mark based on how serious the error is; a minor error will be 1 mark, an omission 2 marks etc.   
This mark will then be deducted from the overall marks available for the given question.
The number of marks deducted will be based on a technical difficulty of the mistake.

	Deduction
	Assessment guidance

	1-mark
	An obvious oversight such as transposition of figures, arithmetical error, incorrect date, poor labelling of financial statement etc.

	2-marks
	The omission of one half of the double entry, illegible financial statement, etc

	3-marks
	the omission of all of a double entry posting, missing sales day book/journal.  The omission of a small number of ledger entries on the financial statement

	4-marks
	The omission of a significant number of ledger entries on the financial statement

	5-marks
	Serious finance compliance breach (inadvertently making a payment to the wrong person, not identifying stakeholder/undertakings or money held as an agent).



Marks will only be deducted once. If an error occurs on a ledger posting and appropriate marks have been deducted for this error, no further marks would be deducted when this error is brought forward onto the financial statement.


Answer – Empty Template

	Mr Mahmoud Salam – Sale of Crosskeys Dental Surgery

	
	
	
	
	
	
	

	
	Received
	
	
	Paid
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