
  

 

 

Approval of 2020  Practising Certificate Fee (PCF) application made by  the  Cost 

Lawyers Standards Board (CLSB)  to the Legal Services Board (LSB) under 

section 51 of the Legal Services  Act 2007  (the  Act)  

 

1.  The  LSB  has  approved  an application made  by  the Cost  Lawyers Standards Board  

(“CLSB”)  to the  LSB  under  section  51  of  the  Act.  Section 51  of  the  Act  relates to the  

control  of  PCF  charged  by  approved  regulators.   

 

2.  A PCF  is a fee  payable by  a person  under  an  approved  regulator's  regulatory  

arrangements,  in  circumstances  where the  payment  of  the  fee  is  a condition  which 

must  be  satisfied  for  that  person  to  be  authorised  by  the  approved  regulator  to carry  

on  one or  more  activities  which are reserved  legal  activities. An approved  regulator  

may  only  apply  amounts raised  by  PCF  for  one  or  more of  the  permitted  purposes  

which are set  out  in section  51(4)  of  the  Act.  

 

3.  A PCF  is payable under  the  regulatory  arrangements of  an  approved  regulator  only  if  

the  LSB ha s approved  the level  of the  fee  required by  section 51  of  the  Act.  

 

4.  In making  an  application,  an  approved  regulator  must  comply  with the  provisions of  

the  Practising  Fee  Rules  2016  (Rules)1.  The  Rules2  set  out  the  criteria a gainst  which 

the  LSB w ill  assess PCF applications,  as well  as the  evidence  required  for  the  LSB  to 

be  satisfied  the  criteria i s  met. T he  LSB’s  Guidance to  Approved  Regulators on  PCF 

applications  (Guidance) prov ides approved  regulators  with the  detailed  criteria an d  

evidence  it  requires  to  consider  such  an  application3.  

 

5.  This notice sets  out  the  decision  taken,  including  an  assessment  of  the  PCF 

application.  

 

Overview  of  PCF application  and  decision  

 

6.  The  CLSB P CF application for  the  approval  of  practising  fees  for  2020,  sets out  a  

proposal  for  a  10%  increase  in PCF for  all  Cost Lawyers, f rom  £250  to  £275.   This 

would be the  first  increase in  PCF for  Cost  Lawyers since  2011.      

 

7.  The  application states  that the  increase in  PCF  is required  to:  

                                                           
1  https://www.legalservicesboard.org.uk/Projects/statutory_decision_making/pdf/2016/20160601_Practising_Fee_Rules_2016.PDF  

 
2  Ibid, Rules 10 and 11.  
3  https://www.legalservicesboard.org.uk/Projects/statutory_decision_making/pdf/2016/20160601_PCF_Rules_Guidance_June_2016.PDF  
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https://www.legalservicesboard.org.uk/Projects/statutory_decision_making/pdf/2016/20160601_PCF_Rules_Guidance_June_2016.PDF
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23 October 2019 

 ensure sufficient contingency and contribution to reserves, given that the lack 

of newly qualified cost lawyers over at least the next three years will create 

uncertainty around regulated numbers 

 respond to inflationary pressures on operating costs (had the PCF increased 

in line with inflation since 2011, the CLSB contends that the 2020 PCF would 

have been around £308) 

 account for increased levies for other organisations (e.g. OLC levy) 

8. The increase in PCF is expected to result in a PCF income of £181,500 for 2020. 

This is based on the assumption that there are 660 regulated Costs Lawyers. 

9. The application highlights that the number of Cost Lawyers may be lower than 660. 

This is because there is currently no route to entry into the Costs Lawyer profession 

to offset natural attrition out of the profession. If the professional qualification reopens 

in 2020, CLSB anticipate seeing newly qualified numbers begin to rise again by 2023. 

10. The LSB’s decision is to approve in full the levels of the 2020 fee determinations for 

practising certificates charged to individual Cost Lawyers as set out in the CLSB 

application for the approval of 2020 fees. 

LSB assessment 

Development of the overall budget and application 

Evidence that the regulatory body has led the development of the application 

11. The CLSB has no representative function. CLSB income and expenditure are entirely 

separate from the income and expenditure of the representative body (ACL). ACL, 

both as an Association and through its individual members, was however invited to 

provide feedback on the budget through the PCF consultation. 

12. We are satisfied from the information provided in the application that the regulatory 

body has led the development of the budget and application. 

Clarity and transparency of overall budget setting 

13. The LSB is satisfied with the budget setting process outlined in the application. The 

application states that all CLSB income is derived from the PCF and is allocated 

exclusively to permitted purposes. The majority of budgeted CLSB expenditure is on 

staff salaries (60% forecast for 2020). Other areas of expenditure include the LSB and 

OLC levies and the Legal Choices website. 

14. The CLSB budget for 2020 was set using the previous year’s expenditure as a guide. 
The application notes that some operational costs are fixed, or at least easier to 

predict, (for example, fees for professional services, IT infrastructure) than others (for 

example, enforcement related costs). 

15. As part of the application, the CLSB provided forecast budgets for 2020, 2021 and 

2022 for reference purposes only. The forecasts have provided for a decrease in the 
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size of the regulated community (by c.20 Cost Lawyers per year). If the professional 

qualification reopens in 2020, the CLSB anticipate seeing newly qualified numbers 

begin to rise again by 2023. 

Evidence that immediate and medium term needs have been taken into account 

16. CLSB’s new three year strategy begins in 2020 and its application confirms its 

strategic goals for the time period. The application further explains that CLSB’s 

business plans for 2020-2023 will set out annual priorities for achieving those goals. 

17. During the course of considering the application we queried whether the proposed 

PCF will provide sufficient resource to allow the CLSB to make and sustain the 

improvements the LSB requires in order for CLSB to meet the LSB’s regulatory 
performance standards. 

18. The CLSB explained that it accepts the need to make and sustain improvements, it 

also recognises that its current plans are ambitious given the resources it has at its 

disposal. It explained that it was making better use of existing resources and that it 

would be looking to make costs savings in back office processes in 2020. The CLSB 

accepted that its operations need to be properly resourced both in terms of available 

funding and the expertise of those involved in its work. 

19. The CLSB’s initial application provided indicative budgets for the next 3 years, which 

suggested no further increases in the level of its PCF over this period beyond 

inflation. The CLSB has since clarified that it expects to be in a better position at the 

point of setting next year's budget to assess both its progress in making 

improvements against the LSB’s performance framework and the level of resourcing 

required to make and sustain progress going forward. This process will begin around 

April 2020. 

20. The LSB wishes to see CLSB succeed in delivering its regulatory responsibilities 

effectively. While it is clearly important for it to do so in ways that are consistent with 

better regulation principles, including proportionality, it will need to ensure it has 

access to sufficient resources to fulfil the important role it carries out on behalf of the 

public. Indeed, that is a key element of performance expectations set by the LSB: 

“The regulator understands the resources (financial, human and technical) and 

organisational structure it needs to carry out its regulatory functions (including 

authorisation, supervision and enforcement) effectively and efficiently and these 

are implemented” 

21. In that respect, we note and support the commitments made by the CLSB during our 

assessment, namely that it will undertake a comprehensive assessment of future 

resource requirements and set future PCFs at a level that will enable it to sustain and 

build upon the improvements that they are aiming to deliver. It has therefore modified 

the position in its application – i.e. that future increases are unlikely – to make it clear 

that it will focus on setting resources at a level that enable it to deliver regulatory 

outcomes with which it is tasked. We also note commitments to engage with the LSB 
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as part of its budget setting process and to take account of feedback from our 

regulatory performance assessments in determining future funding requirements. 

Reserves arrangements 

22. The application confirms the CLSB’s stated intention to reach a position where it is 

holding a full year’s operating costs as reserves. At current expenditure levels it 

considers this would amount to approximately £160,000. In previous years the CLSB 

has simply allowed any surplus from the year to roll over into its reserves. Under the 

policy applied in previous years it has accumulated reserves of £104,823.50. This 

year the application makes a specific provision for £10,000 to be paid into reserves, 

this will leave the CLSB aiming to place an additional £45,000 into its reserves in the 

coming years. 

23. The CLSB has also explained its view that the targeted level of reserves is necessary 

and appropriate given the likelihood of regulated numbers falling while there is no 

route of entry into the profession. 

24. Ordinarily we would consider the CLSB’s policy of building a year’s costs in reserves 

to be excessive. However, given the current risk associated with the fact there is no 

current route of entry into the profession we are satisfied that CLSB’s policy is justified 

and does not result in excessive reserves. 

25. The CLSB’s reserves policy was last updated in 2018 and provides for any 

underspend to build its reserves. Given that CLSB has altered its approach and is 

now making specific provisions for reserves in its budgets, we consider that the CLSB 

should take steps to update its reserves policy. 

Consultation on PCF 

Summary 

26. On 27 July 2019, the CLSB issued a consultation on the proposed PCF increase. 

The consultation was published on the CLSB website and was promoted to the 

regulated community by email. Reminders were also set to the regulated community 

through web news items and newsletter articles. The LSB acknowledges the CLSB’s 

attempts to raise awareness of the consultation. 

27. The consultation closed on 9 September, and received 30 responses, a similar 

response rate to previous CLSB consultations. 

28. The consultation asks whether or not respondents agree with the proposed 2020 PCF 

of £275. We consider that by asking a single narrow question the CLSB could have 

missed a useful opportunity to communicate with the profession on the benefits and 

purpose of regulation. The CLSB may be able to enhance the engagement of the 

profession by asking additional questions through PCF consultations in the future. 

The CLSB should consider this prior to future PCF applications in the interest of 

receiving a greater amount of feedback on its fee proposals. 

https://104,823.50
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Consultation responses and consideration of responses 

29. The application states that the respondents to the consultation were in general, in 

support of the fee increase with 25 of the 30 respondents stating they agreed with the 

proposed change. 

30. Five respondents did not support the proposal for a fee increase. Two of the five, did 

not provide further detail to support their disagreement of the proposals and one 

reported that the fee should remain at £250. The remaining two respondents 

provided the following reasoning to support their disapproval of the proposal: 

 the proposed increase did not seem justified given the budget and accounts 

provided with the consultation 

 almost the entirety of the increase (£16,500) is covered by the 

contingency/contribution to reserves (£15,000) 

31. The CLSB considered the consultation responses and is of the view that an increase 

in PCF of £25 is appropriate given over 80% of respondents supported the increase 

at this level. 

32. The majority of the PCF increase will cover the budget contingency and a contribution 

to reserves. Given that there is currently no route to entry into the Cost Lawyers 

market and that regulated numbers are falling in the medium term, the CLSB consider 

provision for contingency and reserves as essential for ensuring the organisation can 

continue to fulfil its statutory duties in times of uncertainty. 

Permitted purposes 

Allocation to permitted purposes 

33. All PCF income received by the CLSB is used to undertake permitted purposes. The 

application outlines a high-level breakdown of the estimated proportion of expenditure 

allocated to each permitted purpose activity. As a result, aside from levies, all PCF 

income generated by the CLSB covers: 

 regulatory policy (e.g. developing standards, guidance, evidence gathering 

and risk analysis) 

 sector engagement (e.g. ACL, enquiries, communications and press) 

 supervision 

 disciplinary activities 

 education and training 

 governance 

34. The CLSB note that the figures provided are estimates and will vary from year to year. 
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LSB t argeted  review  

 

35.  In our  2019/20  Business  Plan4  we set  out  an  intention  to conduct  a review  of the  PCF 

approval  process,  including  a targeted  review  of the  regulators’  approach to non-

regulatory  permitted  purposes as  set  out  in section  51  of  the  Act.  

 

36.  The  targeted  review  is due to  begin in  late  2019.  We  look  forward to working  with the  

CLSB  to enhance  our  understanding  of  its current  approach.  

 

Transparency  of  PCF information  to  fee  paying  members  

Clarity of  information  provided  

 

37.  The  CLSB  intend to communicate  the  proposed  changes  in the fee  note for  the  2020  

PCF.  The  fee  note  will  include at  least  the  following:  

  the  amount  of  the  2020  PCF and the  period  it  covers  

  clarification  on  separate fees for  representation  (ACL) and regulation (CLSB)  

  the  benefits  of  holding  a Costs Lawyers practising  certificate  

  tax  relief  under  SI  1126/2013:  The  Income  Tax  (Professional  Fees)  Order  

2013  

  a closing  date  for  an  application and implications of  late  filling  

  explanatory  notes on the  reverse.  

 

38.  We  consider  it  important  that  regulators promote  discussion  of  the  costs and benefits  

of  regulation as  a means  of  accountability.  Regulators’  communication of  the  PCF to  

fee  paying  members  is a  good opportunity  to promote  such  discussion.  We intend to 

return to this point  in our  forthcoming review  of  the PCF framework.  

 

Regulatory  and Equality  Impact  assessment    

39.  The  application sets out  a description  of  the  applicability  of  the  regulatory  objectives 

and the  ways in which  the  CLSB  has taken  into account the  better  regulation  

principles.     

 

40.  A  formal  regulatory  and  equality  impact  assessment  has  not  been  carried  out  as  part  

of  the  CLSB  application.  The  CLSB st ate that  it  does not  consider  it ne cessary  or 

proportionate for  the  proposed  increase  and that  it  does not  meet  the  better regulation 

thresholds  above which a full  impact  assessment  should be undertaken.  

 

41.  The  LSB’s rules for  PCF  applications set  out  that  regard should be  given  to  regulatory  

and equality  & di versity  impact  assessments.  We  place  particular importance  on  

equality  and diversity  impact  assessments  as  a means of  driving  consideration of  

relevant  issues by  the  regulators we oversee and  expect  the  CLSB  to undertake  a 

more  meaningful  assessment  to  support  its application next  year,  or  to  provide  a more  

detailed  explanation as to why  such  assessment  is not  deemed  necessary.  

    

 

                                                           
4  https://www.legalservicesboard.org.uk/news_publications/publications/pdf/2019/Final_business_plan_2019-20.pdf  

https://www.legalservicesboard.org.uk/news_publications/publications/pdf/2019/Final_business_plan_2019-20.pdf
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Decision 

42. The LSB has approved the PCF application submitted by the CLSB for 2020 under 

section 51 of the Act. 

Summary of expectations for next application 

 The CLSB should take steps to update its reserves policy to reflect the fact it has 

altered its approach to building its reserves (Paragraph 25) 

 The CLSB to consider asking additional questions through PCF consultations in the 

future in the interest of receiving a greater amount of feedback on its fee proposals. 

(Paragraph 28) 

 The CLSB to provide either full impact assessments or an explanation of why such 

assessments were not considered appropriate (Paragraph 41) 

Matthew Hill, Chief Executive 

Acting under delegated authority granted by the Board of the Legal Services Board 

23 October 2019 




