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Introduction: Purpose of the paper/ Issue  
 

1. This paper provides a summary of responses to the consultation on proposed 

new draft PCF Rules (“draft Rules”) and supporting new draft statutory 

Guidance (“draft Guidance”), which closed on 8 October 2020, and our 

proposed next steps. In January, we will seek the Board’s approval of the final 

new PCF Rules, Guidance and our consultation response document once we 

have completed our consideration of the responses.  

Recommendation(s) 

 
2. The Board is invited to note the summary of responses to the consultation and 

next steps. 

Timing 

 
3. We intend to publish the final new PCF Rules and supporting statutory 

Guidance after January Board, in time for Approved Regulators (ARs) and 

Regulatory Bodies (RBs) to plan for the 2021 PCF application cycle1.  

Background 

 
4. The consultation sought views on the LSB’s proposals for the draft Rules on 

applications for the approval of practising fees (Annex A) and Guidance. The 

PCF Rules and Guidance are to be made by the LSB under section 51 (3) 

 
1 PCF applications may be submitted at a time of the approved regulator/regulatory bodies choice, the 
first PCF application in the cycle is normally submitted by the Law Society/the Solicitors Regulation 
Authority in the month of July and the last by the Bar Council/Bar Standards Board in December. 



 

and (6) and section 162 of the Legal Services Act 2007 (“the Act”). These will 

revoke and replace the Practising Fee Rules 2016 and supporting Guidance.  

5. Prior to the publication of the consultation, we engaged with ARs and RBs to 

discuss our initial working proposals for the draft Rules in both bilateral 

meetings and workshops.  

6. The draft Rules specify the permitted purposes that the PCF may be applied 

to, the criteria and material that the LSB will consider before deciding to grant 

the application in whole or part, and set out the application process and 

procedure.  

7.  The aim of the draft Rules is to:  

• make clearer the LSB’s approach to assessing PCF applications under to 

section 51 of the Act 

• specify how the LSB may ensure ARs only apply amounts raised by PCF 

for one or more of the permitted purposes listed in section 51(4) of the Act 

and 

• Set clear expectations on issues such as the methodology for the 

allocation of PCF, reserves and impact assessments. 

8. The draft Rules reflect section 28 of the Act, which states that in discharging 

their regulatory functions (such as setting the PCF), ARs must act in a 

way which is compatible with the regulatory objectives and have regard to the 

principles under which regulatory activities should be proportionate, 

accountable, consistent and targeted only at cases in which action is needed.  

9. Under the draft Rules, applications made by ARs for approval of the PCF level 

must: 

• address five overarching criteria on transparency, accountability, 

proportionality, consistency, and being targeted where action is needed. 

• provide information on:  

o the proportion of the PCF to be allocated to the regulatory body (if any), 

the programme of activity the fee will fund, and which “permitted 

purpose(s)” (regulatory and public interest activities set out in section 

51 of the Act and the draft Rules) are relevant to each activity  

o income and expenditure forecasts including PCF income for   3 years 

from and including the year which the PCF is to be levied, and 

budgeted and actual income for the previous year 

o a reserves policy on how reserves will be managed, held and targets  



 

o consultation and engagement 

o equality and regulatory impact assessments. 

Summary of responses  
 

10. We received ten responses to the consultation from: The Bar Council (BC); 

Bar Standards Board (BSB); CILEx Regulation (CILEx Reg), Costs Lawyers 

Standards Board (CLSB); Council for Licensed Conveyancers (CLC); The 

Intellectual Property Regulation Board (IPReg); The Institute of Chartered 

Accountants in England and Wales (ICAEW); Master of Faculties (MoF); 

Solicitors Regulation Authority (SRA); The Law Society (TLS). 

11. The table below provides an overview of stakeholder feedback, which has 

been colour coded to reflect the AR’s/RB’s views in respect of each of the 

draft Rules (i.e. not the LSB’s views on the stakeholder feedback). Most of the 

concerns raised relate to issues that we considered when preparing the draft 

Rules for consultation.  

Section of draft 
Rules 
 

Approved regulator/regulatory body 

BC BSB CILEx 
Reg 

CLC CLSB ICAEW IPReg MoF SRA TLS 

A Definitions           

B Application and 
Guidance 

          

C Legal Framework           

D Procedure           

E Overarching 
Criteria 

          

F Allocation of 
Practising Fee to 
Permitted 
Purposes 

      
 

    

G Financial 
Information 

          

H Reserves           

I Consultation and 
Engagement 

          

J Impact 
Assessments 

          

K Decision by the 
Board 

          

 

Key: 

 No issues or minor issues 

 Moderate issues (includes concerns about proportionality) 

 More substantial issues  

 

12. Most of the of respondents generally supported the draft Rules, some making 

submissions on relatively minor issues. Others raised moderate concerns, 



 

mostly on the proportionality of specific aspects of the draft Rules (such as the 

overarching criteria, financial information required, our approach to reserves), 

but also on more specific issues such as the removal of the existing PCF Rule 

which allows for the interim collection of the PCF in the event that their initial 

application is refused (Decision by the Board).  

13. Other respondents raised more substantial issues in their submissions as 

summarised below: 

- scope of rules: one of the respondents considered that the draft Rules 

are inconsistent with the rule-making power in section 51, in particular, by 

limiting the permitted purposes that are non-regulatory to the regulatory 

objectives set out in section 28 of the Act and the requirements to provide 

detailed explanations for proposed spending on non-regulatory purposes. 

The respondent also submits that the requirement that regulatory bodies 

hold PCF reserves separately (as far as reasonably practicable), 

subordinates the funding for non-regulatory permitted purposes below 

funding for regulatory permitted purposes. 

- content of rules: one respondent noted that the draft Rules are too 

prescriptive.  

- overarching criteria: two respondents noted that the overarching criteria 

are too broad and unreasonably increase the LSB’s scrutiny of regulatory 

activities; in particular by requiring the AR or RB to set out in its PCF 

application how it has addressed issues raised under the regulatory 

performance assessment framework during the year. One of the two 

respondents considered that this goes beyond the scope of section 51, 

while the other respondent, considered that the LSB should make clear 

how the outcome of regulatory performance assessments will influence 

PCF decisions. Another respondent submitted that the criteria are overly 

complex for smaller regulators.   

- duplication: three respondents considered that the draft Rules should 

reduce the amount and type of information LSB requires for PCF 

applications, given that the new IGR has empowered the independent 

regulatory boards and the autonomy RBs have over regulatory budgets. 

Allowing for PCF applications to continue to be the subject of in-depth 

analysis by the LSB creates duplication. 

Proportionality 

14. In the PCF consultation document, we acknowledged that the draft Rules may 

result in an increased regulatory burden on ARs and RBs, but considered that 

any costs associated with compliance with the draft Rules are outweighed by 

the anticipated benefits, such as enhanced transparency to the regulatory 



 

community and ensuring that the level of practising fee does not lead to any 

negative unintended consequences. We invited respondents to comment on 

the impact of the draft Rules and quantify the likely costs and anticipated 

benefits, to further inform the LSB’s assessment of the regulatory impact of 

the draft Rules. While 7 respondents have expressed concern that the draft 

Rules would introduce a PCF approval process which would place a 

disproportionate burden on them, none have gone so far as to quantify the 

likely costs.  

15. Although, we had considered most of the issues raised by respondents when 

preparing the draft Rules for consultation, we will be reflecting on these 

further.  

Next steps 
 

16. We will carefully consider all consultation responses and make any 

appropriate changes to the draft Rules and draft Guidance. At January Board, 

we will provide a draft consultation response document and proposed final 

new Rules and Guidance, which will include the LSB’s regulatory impact 

assessment of the revised Rules, for consideration and approval by the 

Board. 

 

Risks and mitigations 

Financial: N/A 

Legal: 

We are proposing significant changes to the existing PCF Rules, 
which carries with it an inherent high risk of legal challenge if 
implemented.  We will continue to take steps to mitigate these 
risks. 

Reputational: 

We will carefully consider all consultation response and 

articulated our responses to them in a consultation response 

document to be published alongside the final new Rules and 

Guidance. 

Equality and 
Diversity: 

N/A Brief summary to be developed in final decision document to 

accompany final Rules and Guidance. 

Resource: N/A  

 

 

Freedom of Information Act 2000 (FoI) 

Para ref  FOIA Exemption and Summary  Expires 

None   

 



 

 


