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Rule change application cover sheet 

Summary of proposed rule changes (or list proposed new, or revised rules which 
are the subject of this application) 

IPReg is proposing to make changes to its Compensation Arrangements Rules 2015. 
These are the regulations that we have put in place to protect individual consumers and 
small businesses in the event that they are the victim of negligence, fraud or other 
dishonesty on the part of a regulated person. 

IPReg has the power in its Compensation Arrangements Rules 2015 to provide 
compensation arrangements by (a) establishing a compensation fund or funds or (b) 
taking out one or more policies of insurance. We are no longer able to obtain an insurance 
policy and are therefore setting up a compensation fund. 

Rule change application checklist (tick) 
Contact details for individual submitting application: 

Fran Gillon CEO (fran.gillon@ipreg.org.uk) 



Details of proposed alteration 

Tracked version of changes included 

Nature and effect of proposed alteration (explain existing arrangements, 
current arrangements and why proposed change is being made) 



Explain impact on the regulatory objectives 

Explain how the proposed changes align with Better Regulation principles 

Explain desired outcome of the proposed alteration and plans to monitor and 
assess whether it has been achieved (include timeframe) 



Does the proposed alteration affect areas regulated by other approved 
regulators? If so, have you consulted them? 



Include intended implementation date of proposed alteration 

Full details of the consultation process (including responses and how you 
have addressed them) 



Accessibility checked 

Other relevant explanatory material 
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Application for changes to IPReg’s compensation arrangements 

1. Background 

1.1 IPReg is proposing to make changes to its Compensation Arrangements Rules 2015. These are 
the regulations that we have put in place to protect individual consumers and small businesses if they 
are the victim of negligence, fraud or other dishonesty on the part of a regulated person. IPReg has the 
power in its Compensation Arrangements Rules 2015 to provide compensation arrangements by (a) 
establishing a compensation fund or funds or (b) taking out one or more policies of insurance. 

1.2 For the past six years, compensation arrangements have been provided by an insurance policy 
underwritten by Royal Sun Alliance (RSA). The annual premium for the policy (as set out in IPReg’s 
budget each year) is ~£25k + Insurance Premium Tax and this is paid from practising fees; a broker fee 
of ~£4k is also payable. No claim has ever been made under the policy. 

1.3 On 21 May 2021, IPReg was notified by RSA that it would not renew the policy when it ended 
on 30 June 2021. RSA initially granted a 60-day extension to 31 August 2021 and, after intervention by 
the IPReg Chair, subsequently agreed to provide a further extension to 30 October 2021. 

1.4 Following RSA’s notification, our insurance broker contacted a significant number of other 
insurers but has not been able to find one who is willing to provide a similar policy. In any event, we 
have been advised that even if an insurer were willing to offer IPReg a policy, it would cost more than 
the current premium and would have reduced levels of cover. 

1.5 IPReg has therefore decided to exercise its power to establish a compensation fund. In order 
to ensure that this is structured appropriately, IPReg has obtained professional actuarial advice on the 
appropriate size of that fund and the limits that should be applied to grants from it based on an 
interim risk model. 

2. Proposed arrangements 

2.1 IPReg is proposing to establish a compensation fund. Initially this would remain in place until 
at least the end of 2023. This will allow IPReg time to enhance its risk model and form a view (based on 
actuarial advice) about whether the proposals in this application need to be amended.1 

2.2 The actuarial advice is that we should use our current powers to establish a compensation 

1 If the actuarial advice at that stage is that the arrangements proposed in this application are suitable for 
the longer term, IPReg does not currently see any need to consult further on the compensation 
arrangements. 

https://ipreg.org.uk/if-things-go-wrong/how-we-can-help/what-kinds-complaints-do-we-deal
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fund with the following limits in each calendar year:  

Current arrangements Actuary recommendation IPReg proposal 
Individual limit £22,500 per claim + 

£2,500 excess2 
£25,000 per claimant £25,000 per claimant 

Firm aggregate £225,000 per practitioner £100,000 per firm £100,000 per firm 
Total fund £2.5m £100,000 £100,000 

2.3 A summary of the actuarial report has been published and is at Annex A. A copy of the full 
actuarial report was provided to the LSB on 5 August 2021. 

2.4 Funding the compensation fund 

2.4.1 We are proposing to set up a new compensation fund of £100,000 with effect from 31 October 
2021. This would comprise an initial “seed” funding of ~£11,600 (the balance of what we would have 
paid for the insurance policy) and we have ring-fenced ~£88,400 from our existing Reserves in the 
event that a claim is made in the near future which exceeds the amount in the fund.3 

2.4.2 We propose to transfer ~£30k from 2022 practising fees to the Compensation Fund Reserve 
and release the same amount back to restore the level of our other Reserves. We have adjusted our 
Reserves to ensure that the compensation fund reserve is adequately financed. Our adjusted Reserves 
are at Annex B and our revised Reserves Policy (which sets out our approach in detail) is at Annex C. 

2.4.3 We intend to keep the compensation fund money in a separate bank account to ensure 
transparency. IPReg considers that the Compensation Fund Reserve is a “committed” reserve under 
the LSB’s practising fee rules; this is because they underpin the statutory requirement in the Legal 
Services Act 2007 to have compensation arrangements. 

2.5 Duration of the proposed arrangements 

2.5.1 The desired outcome of the change is to establish a compensation fund that provides a 
proportionate and targeted level of consumer protection. Initially, this will be a fund with a maximum 
annual pay-out of £100k. This will remain in place until at least 31 December 2023. Actuarial advice is 
that, given the expected immateriality of claims, this approach is acceptable. However, it may be 
necessary (from an accounting perspective) to have a 14-month second year for the purposes of 
contributions to the fund. This will allow IPReg time to gather further information to build up its risk 
model with a view to introducing longer term measures if the risk model indicates that changes are 
required. If the enhanced risk model does not indicate that changes are needed, then the 
arrangements that are the subject of this rule change application are likely to remain in place. IPReg 
will consider whether further consultation with stakeholders is required once the enhanced risk model 
has been developed. 

2 Under the insurance policy only the excess was payable by IPReg. Under the proposed scheme, IPReg 
would pay the whole grant from the compensation fund. 
3 IPReg is not currently aware of any circumstances that could give rise to a claim. 
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3. Sector-specific matters 

3.1 Client money 

3.1.1 The Guidance to IPReg’s Rules of Conduct (Rule 11) provides that the amount of client money 
held at any one time should not exceed £250k in aggregate. If the amount does exceed that then 
additional, IPReg-approved, arrangements have to be put in place or arrangements have to be made 
for the money to be held by a SRA or CLC regulated firm (because these have higher limits on 
compensation claims).  No firms currently have these additional arrangements in place. 

3.2 Prohibited activities 

3.2.1 IPReg’s Registered Bodies Regulations 2015 (Regulation 3) prohibit registrants from conducting 
certain types of legal activities including many that, in other sectors of the regulated legal market(s) 
give rise to claims on regulators’ compensation arrangements because large amounts of client money 
are involved. The prohibited activities are: 

a) criminal law; 
b) family or matrimonial law; 
c) conveyancing other than conveyancing of intellectual property rights; 
d) real estate related legal services; 
e) probate and the drafting of wills; 
f) immigration law; 
g) personal injury litigation, including medical negligence; 
h) administrative law, except in so far as it relates to intellectual property; or 

any related services. 

3.2.2 Actuarial advice confirms that IPReg-regulated IP attorneys are low risk. 

4. Liaison with other legal regulators 

4.1 Although two other regulatory bodies also had/have RSA policies in place for their 
compensation arrangements, IPReg’s proposed changes do not impact those regulatory bodies or any 
others. We drew our consultation to the attention of the two regulators who had/have RSA policies in 
place. 
4.2 In addition we held discussions with two other regulators about whether it would be possible 
to extend their compensation arrangements to include IPReg-regulated firms. However, the 
complexity of the statutory framework supporting their arrangements means that this is not a short to 
medium term option. 

5. Claims data (SRA) 

5.1 We note that CILEx Regulation’s recent application to the LSB for changes to its compensation 
arrangements included an analysis (at paragraph 69) of publicly available SRA data on claims on its 

https://ipreg.org.uk/pro/regulations/code-of-conduct
https://ipreg.org.uk/pro/regulations/regulations-for-registration-including-licensing-of-bodies
https://legalservicesboard.org.uk/our-work/statutory-decision-making/alterations-to-regulatory-arrangements/closed-applications
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compensation fund.4 This showed that: 

a) Most payments from the SRA’s compensation fund are relatively low; 
b) Over the period 2010 to 2018, more than 75 per cent of claims paid were for less than £5,000; 
c) Higher value claims tend to arise from a limited range of legal services, generally to stolen 

probate, mortgage monies and damages settlements; 
d) Historically, average payments have remained relatively stable over time, except for payments 

relating to the loss of probate monies which show an upward trend; 
e) Characteristically vulnerable applicants (older, lower social grading, BAME, disabled) are less 

likely to use the types of legal services that give rise to large claims on the Fund (conveyancing 
and probate). 

6. Details of the proposed drafting changes 

6.1 Please see attached Annex D. This is an annotated document of the proposed changes to the 
Compensation Arrangements Rules and an explanation about why we consider each change is 
necessary. The main change is to delete references to who is eligible to claim on the fund from the 
Rules (Rule 5) and to include them in Guidance. IPReg considers that in its judgement this is a targeted 
and proportionate way to ensure that IPReg retains discretion in terms of deciding whether an 
applicant is eligible to make a claim. 

6.2 The deletion of Rule 5 is being proposed in order to de-risk the compensation fund. The 
current scope of potential claimants is extremely wide: the definition includes enterprises employing 
up to 250 people with an annual turnover of up to 50 million euros. If this wide definition is retained, it 
would expose the compensation fund to an unacceptable level of risk because of the large number of 
potential claimants. 

6.3 This would lead to a situation where we would need to substantially increase the cover limits 
per claimant, per firm and per year, to give the same proportionate level of cover compared to size of 
likely losses from larger firms. The contributions to the fund would increase significantly, but more 
importantly, even with increased contributions, the financial risk to the fund (e.g. in a multi-claimant 
per-firm claims scenario) would pose either unacceptable financial risk to a (self-insured) Regulator 
with c£1m pa income or unacceptable reputational risk because claims are only paid if funds available. 
A large increase in contributions would not support the regulatory objective of encouraging an 
independent, strong, diverse and effective legal profession because it may put some firms (particularly 
smaller ones) out of business. 

6.4 Although grants from the fund are discretionary, we consider that restricting the type of 
eligible claimant is a more targeted, proportionate and transparent approach. 

6.5 We therefore need this change to de-risk the fund while it is self-insured. We propose to 
include in Guidance that the fund will normally only consider claims from individual consumers. 
However, we may consider claims from micro-enterprises in exceptional circumstances where we are 
satisfied that hardship has been caused. We consider that we should use the UK Government 
definition of “micro-business” which is: a company will be a micro-entity if it has any 2 of the 

4 This was, in turn, based on information in an LSB publication. 

https://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies
https://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies
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following: 

a) a turnover of £632,000 or less 
b) £316,000 or less on its balance sheet 
c) 10 employees or [fewer] 

6.6. We consider that this change maintains an appropriate level of consumer protection for those 
consumers who are likely to suffer loss and hardship as well as ensuring that fee-paying regulated 
persons are not exposed to potentially very high level of contributions to the fund. 

6.7 Please also see attached Annex E. This is an annotated document which sets out the 
consequential changes that are needed to the Registered Bodies Regulations 2015. 

7. Approach to data-gathering for longer term risk modelling 

7.1 Based on actuarial advice, our enhanced risk model will seek to include data on the following 
matters: 

a) General firm information such as practice areas, turnover, number of clients, credit rating; 
b) Potential risk indicators such as compliance with CPD requirements, disciplinary history, 

complaints, PII claims, failure to place PII, client money balances. 

7.2 We will need to gather some of this data from our regulated firms and our aim would be to do 
so in a way that causes the least disruption/cost to them. It is therefore likely that we will conduct any 
data-gathering exercise as part of the annual renewal process when firms are providing information to 
us anyway. We would also want to discuss with firms, CIPA and CITMA the type of data that we 
wanted, to ensure as far as possible that we are asking for data that they can provide readily without 
significant additional cost. 

8. Impact on the regulatory objectives 

8.1 Overall, IPReg considers that the proposed changes will have a positive impact on these 
regulatory objectives: 

8.1.1 Protecting and promoting the public interest and the interests of consumers 

8.1.2 The compensation arrangements are designed to protect consumers if they are the victim of a 
dishonest act by their attorney/firm as a result of which they suffer loss and hardship. IPReg is 
proposing to keep the current maximum grant at £25k per claim and so has maintained this level of 
consumer protection. Although the overall limit per firm and in aggregate has been reduced, this 
follows actuarial advice that the current limits (£225k per firm and £2.5m aggregate) provided by the 
insurance policy are not affordable for an organisation with a £1m budget. In addition, the actuary has 
advised us that the current limits per firm and per year seem excessive given the risk profile of the IP 
regulated sector. The actuary has confirmed that the proposed limits per firm and per year for the 
compensation fund are more realistic for a reasonably pessimistic, but not worst case, scenario. Having 
compensation arrangements in place operates in the public interest to give consumers confidence in 
using regulated legal providers. 

https://ipreg.org.uk/pro/regulations/regulations-for-registration-including-licensing-of-bodies
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8.1.3 In the consultation document, we used the following definition of a micro-business: businesses 
that employ fewer than 10 people and that have a turnover of less than £2m. We have reviewed 
whether there is a standard definition of “micro-business”. The UK Government uses a different 
definition:5 

8.1.4 Micro-entities are very small companies. [A] company will be a micro-entity if it has any 2 of 
the following: 

a) a turnover of £632,000 or less 
b) £316,000 or less on its balance sheet 
c) 10 employees or [fewer] 

8.1.5 To ensure consistency for those businesses, we consider that it would be better to adopt the 
UK Government definition. We do not consider that this is likely to result in detriment to those micro-
businesses that may wish to make a claim on the compensation fund because micro-businesses 
account for 96% of all businesses in the UK.6 

8.1.6 IPReg considers that it has to balance the need to provide an appropriate and targeted level of 
consumer protection against the affordability of its compensation arrangements and the need to 
promote competition in the provision of legal services. There is a significant risk that keeping the 
compensation limits at the current levels without an insurance policy in place would lead to large 
increases in contributions (which could cause some firms to exit the market) and/or deplete IPReg’s 
reserves to a level where IPReg was unable to function effectively. 

8.2 Promoting competition in the provision of legal services 

8.2.1 Implementing these arrangements will enable IPReg to continue to authorise new entrant 
firms which meet the criteria that we have set for entry to the registers. This means that there will be 
new providers of regulated legal services in the IP-sector. 

8.3 Encouraging an independent, strong, diverse and effective legal profession 

8.3.1 Establishing a compensation fund to ensure the continuing provision of compensation 
arrangements should also provide confidence to attorneys providing advice to the public or a section 
of the public that there is a “safety net” in place if a client is the victim of a dishonest act which their 
PII does not cover. This may in turn encourage more entry to the regulated sector if firms see a 
commercial advantage in this consumer protection measure. The fact that the cost of the fund is 
shared equally across the regulated sector should not present a barrier to entry for certain types of 
businesses that may be considered more risky but which may also have a more diverse workforce. 

8.3.2 The fact that the arrangements are in place is a benefit to all those who are regulated since it 
gives consumers confidence in using regulated providers. 

5 https://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies 

6 https://researchbriefings.files.parliament.uk/documents/SN06152/SN06152.pdf 

https://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies
https://researchbriefings.files.parliament.uk/documents/SN06152/SN06152.pdf
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8.4 Other regulatory objectives 

8.4.1 We consider that the impact on the other regulatory objectives is likely to be neutral. 

9. Better Regulation Principles 

9.1 Proportionate 

9.1.1 Our actuary has advised that the levels of benefits provided under the current insurance policy 
seem excessive given the risk profile of the regulated IP sector. Reducing the levels of grants available 
per firm and per year is therefore a more proportionate approach to providing compensation 
arrangements. Funding will be provided from practising fees at the same level as in previous years with 
the ability to top up from our committed reserve fund if necessary. 

9.2 Accountable 

9.2.1 We have consulted on our proposed approach and have obtained expert actuarial and legal 
advice. Information about claims on the fund (if any) and the level of financing will be included in our 
future Annual Reports. 

9.3 Consistent 

9.3.1 The proposed drafting changes to the Compensation Arrangements Rules are based on 
actuarial and legal advice and have been kept to the minimum required to establish a fund. We have 
kept the per claim limit at £25k to ensure consistency for consumers. In addition, we identified some 
inconsistencies in the drafting such as not enabling clients or former clients of sole practitioners to 
claim on the fund. We have now included this provision and therefore in addition to improving 
consistency, this proposed change also supports the regulatory objective of protecting consumers. 

9.3.2 Drafting changes to the Registered Bodies Rules reflect best practice that there should not be 
drafting overlaps (with the inherent possibility of inconsistencies) between the two sets of Rules. 

9.4 Transparent 

9.4.1 We conducted a 4-week consultation on our proposed changes. Notification of the 
consultation was sent to everyone on the registers, as well as the Heads of Legal Practice and Heads of 
Finance and Administration of licensed bodies. Queries from individuals were responded to quickly to 
ensure that they had the maximum available time to respond to the consultation. We also sent the 
consultation to the Consumer Panel, CIPA and CITMA. Information about the fund and guidance about 
making a claim will be published on our website once the changes have been approved by the LSB. 

9.5 Targeted 

9.5.1 In order to de-risk the fund and ensure that it is targeted where protection is needed, we have 
removed the ability for large businesses to make a claim. This change will mean that it is less likely that 
the fund will be depleted by claims from large businesses – i.e. the proposed changes will ensure that 
consumers who are most likely to face loss and hardship are able to claim on the fund and that there is 
less risk of the fund being depleted because of a claim from a large business. Claims from micro-
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enterprises may be considered in exceptional circumstances if we are satisfied that hardship has been 
caused. 

10. Implementation date 

10.1 It is a statutory requirement that we have in place appropriate compensation arrangements. 
The changes must be in place by 30 October 2021 in order to ensure no gap in cover for IPReg’s 
compensation arrangements. 

11. Consultation process 

11.1 The consultation document was published on 9 August and closed at 5pm on 2 September. 
IPReg received 13 responses. In addition, we received 5 queries soon after publication about the 
approach that IPReg was taking; these all received quick replies to ensure that attorneys had the 
maximum amount of time to consider a formal response to the consultation. 
The main issues raised in the responses and IPReg’s consideration of them are set out in Annex F. 

12. Impact assessments 

12.1 We note that the LSB does not require the submission of impact assessments. IPReg has 
therefore not conducted any impact assessments. The proposals are based on actuarial and legal 
advice. 

12.2 However, IPReg did ask in its consultation whether there were any diversity issues which we 
should take into account. There were very few specific responses to this question and those that did 
respond (a regulated firm and the LSCP) commented on the lack of available data (especially on claims) 
in order to be able to give a meaningful answer to the question. The LSCP suggests that this may be an 
area to study during the interim period, and the firm suggested including economic diversity in any 
more considered analysis of the subject, given the use of the term ‘hardship’ in the proposed new 
arrangements. 

12.3 Please also see above (paragraph 5 about SRA claims data). 

13. Monitoring and evaluation 

13.1 If any claims are made on the fund, we will monitor how they are considered and the outcome 
of the claim. The fund will be subject to regular (probably annual) actuarial reviews to ensure that it 
remains targeted and proportionate. IPReg’s Guidance (Annex G) will be revised in the light of our own 
or, if relevant, other legal regulators’ claims experience. 



John Birkenhead 
Independent Consulting Actuary 
Strategic Insurance Con ultancy 
Qualified actuary since 1995 

HJC Actuarial Consulting Limited E: johnbirkenhead@hjcactuarial.com 
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Annex A 
The Intellectual Property Regulation Board 
(IPReg) Actuarial Review of The Compensation
Scheme Initial Risk Model & Initial Seed 
Funding Tuesday, 03 August 2021 / Page 1 of 1 

STRICTLY PRIVATE & CONFIDENTIAL 
Fran Gillon 
Chief Executive 
Intellectual Property Regulation Board (IPReg) 
20 Little Britain 
London EC1A 7DH 
Dear Fran 

Proposed Interim Compensation Scheme: Scheme Design & Initial Funding 
Thank you for asking me to provide a public opinion in the above matter for your consultation 

document. Scope of Instructions
1. Collate all available risk data into an Initial Risk Model 

The scope2. Review available comparator data/Schemes etc, commenting on comparability 

And hence advise on: 
 What your minimum viable fund should be for an Interim Scheme (and the design of that Scheme) 
Work Carried Out 
I have reviewed the Scheme Rules, summarised Firm data, published comparator claims data (and Compensation Fund Fee 

Structures) for similar Schemes and the most recent insurance premium quote (and policy wording) for the current Scheme. 
I then independently constructed a financial model of the expected claims experience of the Interim Scheme based on my 
experience of similar Schemes and extensive knowledge of insurers’ pricing methods. 
I understand the following key constraints apply to claims made under both the current and Interim Schemes: 

 Key Rule: grants only made if funds available 
 Key Eligibility: claimant must have incurred loss, due to attorney dishonesty, no other means of redress, in hardship 

Interim Scheme: Suggested Design 
 In the absence of insurance, the Interim Scheme needs to cap claims for claimants and the Fund, suggested design: 

 Per Claim: £25k / Per Firm: £100k / Per Year: £100k (currently: same per claim, much higher per Practitioner/Firm/year) 

 Same Rules and Eligibility Criteria to apply 
 Minimum Viable Fund: £100k 

Significant Uncertainties
In forming my opinion, I have considered significant uncertainties arising from the following particular matters: 

 IPReg’ s own claims experience: No claims to date; implied insurer pricing is c£5k (i.e. minimal) claims pa 

 Comparator data (SRA):
• IPReg is ‘tiny’ compared to comparator data: <2% of SRA solicitors (150,000: IPReg: c3,000, mostly large Firms) 
• IPReg does not carry out high risk (client-money) work: eg P&C (probate & conveyancing) 
• IPReg’ s existing grant limits are small: SRA max per claim £2m, IPReg : £25k (<1%) 

 IPReg’ s risk is therefore unique: 
• Very low exposure (c3000 attorneys pa), mostly in low-risk work (for client money), mostly larger firms 
• Baseline standard to act honestly, serious consequences otherwise: intervention (personal costs)/disciplinary action/removal from register 
• Since IPReg inception (2010): No compensation fund claims, no Firm interventions, no liquidated Firms 
• Very low claim frequency, modest claim severity (size), very short potential interim Scheme life 
• Very high barriers for claimant: eg incurred loss, due to dishonesty, no other means of redress, hardship 
• Risk profile/exposures in small schemes can change drastically year-on-year (new large Firms authorised),but: 

• Very stable registrant portfolio over several years, low ‘churn’ rate, high compliance rate 

Overall Opinion 

In my opinion, given the significant uncertainties, the Interim Scheme, associated Initial Fund, Risk Model and associated 
Contributions are expected to be viable and meet all claims in full over the next 24m, in all but the most extreme scenarios, 
meeting the overall current Scheme philosophy at an affordable cost. 
Without insurance, existing benefit levels are not affordable to a Regulator with c£1m annual income 
The minimum viable Initial Fund (£100k) has been set at a level to meet all claims in full in a reasonable, but not catastrophic 
(worst case) stress-test. This builds an initial contingency fund, which could be released over time as more data is collected 
/ any claims emerge etc. eg following further actuarial advice. It also: 

 not only gives short-term viability but also enables longer-term operation, if needed, with minimal change/effort 
 is easy to explain (without complex/spurious statistics) as ‘a reasonably bad year’ (eg 1 major Firm Intervention: multiple claimants) 
 is conservative, and consistent with published high-level SRA data, implied insurer pricing and other Regulators’ Funds 
 meets public perception (public interest/claimant security) that ‘fully funded for N max claims’ 

Given the expected claim lifetime of 6-12m (from notification to payment), it would be acceptable for claimant security to 
‘underwrite’ (eg via usable reserves) to £100k max annual cost with secured funds. Given the unique, very small and relatively 
low risk profile, it is perfectly possible to have 0 claims by the end of the 24m interim period (as per past experience over last c10 years), 
and indeed, this seems a likely outcome, given that there is nothing ‘in the pipeline’ and IPReg knows its Registrants well. 
Yours sincerely 

3 Aug 2021



IPReg Annex B 

RESERVES AND SURPLUS 

As at 1 
January 

2021 
£ 

COMMITTED RESERVES 

Compensation Fund Reserve 0 

UNCOMMITTED RESERVES 

Board & Chairman Appointments/Communications Reserve 15,000 

IT/Website Reserve 30,000 

General Contingency Reserve 200,000 

Assurance Disciplinary & Litigation Reserve 210,000 

Projects (including research) Reserve 15,000 

Funding Diversity Initiatives Reserve 50,000 

CMA Funding Reserve 19,000 

Communication Reserve 5,000 

Regulatory Review Reserve 50,000 

Consumer Research Reserve 50,000 

Disciplinary Panel Recruitment & Training Reserve 20,000 

Income & Expenditure Account 3,763 

£667,763 

Transfer 
£ 

88,359 

-5,000 

0 

0 

0 

-5,000 

-30,000 

-3,000 

-5,000 

0 

-35,000 

-5,000 

-359 

0 

Revised 
£ £ 

88,359 

10,000 

30,000 

200,000 

210,000 

10,000 

20,000 

16,000 

50,000 

15,000 

15,000 

3,404 

£667,763 

0 
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Annex C 

Reserves Policy 

1. There is no statutory requirement to hold reserves or to ring-fence reserves for specific purposes. We 
consider that it is financially prudent to hold reserves for the following purposes: 

a. to cushion against unexpected or exceptional increases in costs; 
b. financing specific project commitments including capital and systems expenditure to promote 

the regulatory objectives and fulfil our regulatory functions; 
c. alleviating any short-term pressure on the level of practising fee or fluctuations in the level of 

fees year on year; 
d. ensuring sufficient funds to support regulatory and disciplinary actions; 
e. covering costs of up to 3 months if we were unable to collect practising fees, for example as a 

result of an IT system failure. 
f.e. 

2. In 2021, IPReg had to establish a reserve in respect of a Compensation Fund to comply with their 
statutory requirements to have appropriate compensation arrangements in place. This was previously 
met through a bespoke insurance policy which was withdrawn by the provider and no replacement 
policy can be found. 

The amount of the fund is based on an actuarial assessment of risk. IPReg was able to set this fund up by 
utilising some of their existing Reserves and from a small transfer from operating activities. 

Consequently, the Board will consider whether a provision should be made in each year’s budget to 
facilitate the transfer from operating activities, to the Compensation Fund Reserve. This will enable the 
release of a corresponding amount back to the other Reserves, dependent on the fund level as advised 
by the actuarial assessment. 

The Legal Services Board, the oversight Regulator, has required all regulators to identify “committed 
reserves” and IPReg consider this reserve to fall into this category. As such, points 3 and 4. will not be 
applicable to this Reserves. 

3.2. Reserves are considered by the Board annually when the operating balance for the preceding financial 
year is identified. Decisions about the transfer of part or all of specific reserve(s) to or from the income 
and expenditure account will be considered and made by the Board at this meeting.  

3. Additionally, the Board will review the level of financial risk that IPReg faces, using information available 
on its risk register and the results of the audit of its accounts for the preceding year. As a result of this 
review, project-related or allocated costs reserves may be adjusted or reallocated to other or new 
reserves. 

4. Compensation Fund Reserve 

4. In 2021, IPReg had to establish a Compensation Fund Reserve to comply with its statutory requirement to 
have appropriate compensation arrangements in place. This was previously met through a bespoke 
insurance policy which was withdrawn by the provider and no replacement policy can be found. 
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5. The Legal Services Board requires all regulators to identify “committed reserves” and IPReg considers that 
the Compensation Fund Reserve falls into this category. As such, points 2 and 3 do not apply to the 
Compensation Fund Reserve. 

6. Basis of Claims: The compensation fund is a ‘claims made’ fund (replicating the terms of the previous 
insurance policy), i.e. it covers claims notified in the ‘contribution year’, irrespective of when the 
dishonesty occurred (because dishonesty may not be discovered until several years after the dishonest 
event occurred). 

7. Funding Basis: The actuarial assessment is a (prudent) expected claims cost of £30k pa. Thus each year’s 
P&L (opex budget) will be charged £30k. In addition, for additional prudence, the fund will be fully funded 
on Day 1 for a maximum pay-out in Year 1 (£100k). This means an additional transfer from Reserves of 
c£70k in Year 1. If no claims are notified in Year 1, and the maximum pay-out in Year 2 remains £100k. This 
£30k opex cost in Year 2 will enable £30k of the additional transfer to be returned to Reserves. An actuarial 
review is planned by the end of Year 2 to determine if the claims experience warrants continuing to hold 
the maximum annual pay-out of £100k. 

8. Funding Principles/third party oversight: Initial funding principles for the first 2 years for the new fund will 
be to ring-fence funds no less than the actuary’s assessment of the risk of claims emerging from incidents 
at each future actuarial review assessment date, bearing in mind, as above, that dishonesty may not be 
discovered until several years later. 

9. Fund Management/third party oversight: the Compensation Fund Reserve will be held in a separate bank 
account. No withdrawals will be made without actuarial and legal approval (e.g. to pay claims). 

5.10. Fund Investment/third party oversight: IPReg’s Compensation Arrangements Rules 2021 give it the 
power to invest and borrow against the Compensation Fund. However, initially (i.e. for Year 1 and Year 2) 
the Fund will be invested in cash until next actuarial review and no borrowing/investing will take place 
without actuarial and legal advice on the impact on claimant security. 

The amount of the fund is based on an actuarial assessment of risk.  IPReg was able to set this fund up by 
utilising some of their existing Reserves and from a small transfer from operating activities. 

Consequently, the Board will consider whether a provision should be made in each year’s budget to 
facilitate the transfer from operating activities, to the Compensation Fund Reserve. This will enable the 
release of a corresponding amount back to the other Reserves, dependent on the fund level as advised by 
the actuarial assessment. 

6. The Legal Services Board, the oversight Regulator, has required all regulators to identify “committed 
reserves” and IPReg consider this reserve to fall into this category. As such, points 3 and 4. will not be 
applicable to this Reserves. 

September 2021 
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IPReg Compensation Arrangements Rules 20152021 

(Regulations of the Patent Regulation Board of the

of the 

 Chartered 
Institute of Patent Attorneys and the Trade Mark Regulation Board 

IPReg 

-_ 

Chartered Institute of Trade Mark Attorneys (working jointly Commented [A1]: Consequential change to reflect 
Chartered status of CITMA 

as the Intellectual Property Regulation Board) regarding claims 
under their compensation arrangements) 



Preamble: 

The Patent Regulation Board of the Chartered Institute of Patent Attorneys and the Trade Mark 
Regulation Board of the Chartered Institute of Trade Mark Attorneys working jointly as the 
Intellectual Property Regulation Board (IPReg) now make the following provisions under: 

(i) Part 5 of, and Schedule 11 to, the Legal Services Act 2007; 

(ii) an Order made under section 69 of the Legal Services Act 2007, S.I. 2014 No. 3238. 

These Regulations make provision as to: 

• the establishment of appropriate compensation arrangements by the Chartered Institute of 
Patent Attorneys and the Chartered 

	 

	 

	 

	 

Institute of Trade Mark Attorneys; 

• the procedures for, and the circumstances in which, claims may be made under those 
compensation arrangements of the Chartered Institute of Patent Attorneys and the Institute 
of Trade Mark Attorneys. 

Commented [A2]: Consequential change to reflect 
Chartered status of CITMA 

Commented [A3]: Consequential change to reflect 
Chartered status of CITMA 
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Rule 1 – Interpretation 

1. In these Rules, unless otherwise provided: 

“ABS” means a Licensed Body; 

“Applicant” means a person applying for a Discretionary Grant; 

“Authorised Insurer” means a person who: 

(a) has permission under Part 4A of FSMA to effect or carry out contracts of 
insurance of a relevant class; 

(b) carries on an insurance market activity, within the meaning of section 316(3) 
of FSMA; 

(c) is an EEA authorised body of the kind mentioned in paragraph 5(d) of 
Schedule 3 to FSMA, and which has permission under paragraph 15 of that 
Schedule (as a result of qualifying for authorisation under paragraph 12 of 
that Schedule) to effect or carry out contracts of insurance of a relevant class; 
or 

(d) does not fall within paragraph (a), (b), or (c) and who may lawfully effect or 
carry out contracts of insurance of a relevant class in a member state other 
than the United Kingdom 

where “relevant class” has the meaning set out in section 87(1B) of the Act 
and provided that this definition must be read with section 22 of FSMA, any 
relevant order under that section and Schedule 2 to FSMA 

“Corporate work” means professional work undertaken by an employed regulated person 
acting solely as an agent on behalf of: 

(a) their employer; 

(b) a company or organisation controlled by their employer or in which their 
employer has a substantial measure of control; 

(c) a company in the same group as their employer; 

(d) a company which controls their employer; 

(e) an employee (including a director or a company secretary) of a company or 
organisation under (a) to (d) above, where the matter relates or arises out of 
the work of that company or organisation; or 

(f) another person with whom a person under (a) to (e) above has a common 
interest; 

“Compensation Arrangements” means an insurance policy or a compensation fund under 
which grants may be made to compensate for losses or hardship suffered by persons in 
consequence of fraud or other dishonesty, or a failure to account for money by a Registered 
Body or its employees or Managers, or a Sole Practitioner or their employees to the extent 
that such losses are not covered by professional indemnity insurance or otherwise 
recoverable from another source; 

 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

“Discretionary Grant” means a Discretionary Grant made by IPReg under Rule 4; 

“FSMA” means the Financial Services and Markets Act 2000; 
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“the Fund” means an IPReg Compensation Fund established under Rule 3; and 

“in private practice” means undertaking professional work which is not solely Corporate Work; 

“IPReg” means the Patent Regulation Board of the Chartered Institute of Patent Attorneys and the 
Trade Mark Regulation Board of the Institute of Trade Mark Attorneys working jointly as the 
Intellectual Property Regulation Board; 

“Licensed body” means a Registered Body licensed under Part 5 of the 2007 Act. 

“Micro, small and medium-sized enterprises” has the same meaning as in Article 2 of the Annex to 
Commission Recommendation 2003/361/EC; Commented [A7]: This is a consequential change – please 

see proposed change to Rule 5. 

	 

	 

	 

	 

	 

1 ----__ _ 
“Patent Attorney Register” in respect of Registered persons other than ABS, means the Register 
kept under section 275 of the Copyright Designs and Patents Act 1988 as amended and, in respect 
of ABS, is part of IPReg’s Register of licensed bodies for the purpose of section 87 of the 2007 Act; 

“the Register” means the combined register kept by IPReg comprising, as sub-registers, the Patent 
Attorney Register and the Trade Mark Attorney Register and, in respect of ABS, is IPReg’s Register 
of licensed bodies for the purpose of section 87 of the 2007 Act; 

“Registered Body” means a body (corporate or unincorporated) entered in the Patent Attorney 
Register and/or the Trade Mark Attorney Register, and: 

(a) a body which is an ABS and is entered in the Register, becomes upon that entry, a Licensed 
Body under the 2007 Act; and 

(b) “Registration” and “Registered” shall be construed accordingly and shall mean, in respect of 
ABS, “licensing” and “being licensed” for the purpose of the 2007 Act; 

“Registered Person” means: 

(a) a patent attorney on the Patent Attorney Register; 

(b) a trade mark attorney on the Trade Mark Attorney Register; 

“Sole Practitioner” means a Registered Person who is practising as a sole principal in private 
practice; 

“Trade Mark Attorney Register” in respect of Registered persons other than ABS, means the 
Register kept under section 83 of the Trade Marks Act 1995 as amended, and in respect of ABS, is 
part of IPReg’s Register of licensed bodies for the purpose of section 87 of the 2007 Act; 

“the 2007 Act” means the Legal Services Act 2007. 

Rule 2 – Compensation Arrangements 

2.1 IPReg will establish and maintain Compensation Arrangements which shall be applied 
to the payment of Discretionary Grants and for the other purposes provided for under 
these Rules. Such Compensation Arrangements may take the form either of: 
(a) a compensation fund or funds; or 

(b) one or more policies of insurance with Authorised Insurers. 
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2.2 The Compensation Arrangements made under Rule 2.1 provide for grants or other 
payments for the purposes of relieving or mitigating losses or hardship suffered by 
persons in consequence of:-
(a) fraud or other dishonesty on the part of: 

(i) a Registered Body or former Registered Body in connection with the 
body’s activities as a Registered Body, or 

(ii) a manager or employee (or former manager or employee) of a 
Registered Body or former Registered Body in connection with the 
body’s activities as a Registered Body; 

(iii) a Sole Practitioner 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 


 

 


 

 


 

 

or former Sole Practitioner in connection with the 
Sole Practitioner’s activities as a Registered Person; 

(iv) an employee (or former employee) of a Sole Practitioner or former 
Sole Practitioner in connection with the Sole Practitioner’s activities 
as a Registered Person; 

(b) fraudulent or dishonest failure on the part of any person referred to in sub-
paragraph (a)(i) to (iv) to account for money received by them in connection 
with the Registered Body’s activities as a Registered Body or the Sole 
Practitioner’s activities as a Registered Person. 

2.3 Every: 

(a) Registered Body; and 

(b) Sole Practitioner 

shall make contributions to the Compensation Arrangements. The rate, amount and 
payment arrangements for those contributions shall be such as IPReg may from time 
to time prescribe. 

2.4 Any contribution in accordance with Rule 2.3 is recoverable by IPReg as a debt due 
from the relevant person. 

Rule 3 - Management of the Fund 

3.1 In the event that the Compensation Arrangements established pursuant to Rule 2.1 
shall take the form of a compensation fund, the Fund shall be managed by IPReg, 
which may: 
(a) hold and distribute any monies raised for the purposes of the Fund; 

(b) invest the Fund in any investments in which trustees may invest under section 
3 of the Trustee Act 2000 (general power of investment); 

(c) insure in relation to the Fund, and pay premiums in respect of such insurance 
from the Fund, for such purposes and on such terms as it considers 
appropriate; 

(d) borrow for the purposes of the Fund, pay interest on any money so borrowed, 
repay any money so borrowed and use investments which form part of the 
Fund as security for such borrowing; and 

(e) use the Fund to pay any other costs, charges or expenses incurred by in 
establishing and administering the Fund. 
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3.2 The payments which may be made under Rule 3.1(e) include any expenditure, 
including the payment of any award of costs or damages, incurred by IPReg, their 
employees or agents as a result of proceedings against any of them for any good faith 
act or omission in the exercise or purported exercise of powers under these Rules. 

Rule 4 - Discretionary Grants 

4.1 Any Discretionary Grant shall be made in the absolute discretion of IPReg and no 
person shall have a right to such a grant which is enforceable at law. 

Commented [A10]: This proposed change gives IPReg a 
power to publish Guidance about how it will consider 
applications for grants. This will enhance the transparency of 
the overall process for making a claim. 

4.2 IPReg may set out in guidance the factors it will take into account in exercising its 
discretion. 

Rule 5 - Eligible Applicants 

5.1 Applications for Discretionary Grants may only be made by: 

(a) current and former individual clients, and 

(b) micro, small and medium-sized enterprises who are or were clients 

of a Registered Body or a Sole Practitioner or a former Registered Body or Sole Practitioner. 

Commented [A11]: This change is being proposed in order 
to de-risk the compensation fund. The current scope of 
potential claimants is extremely wide: the definition includes 
enterprises employing up to 250 people with an annual 
turnover of up to 50 million euros. If this wide definition is 
retained, it would expose the compensation fund to an 
unacceptable level of risk because of the large number of 
potential claimants. 

This would lead to a situation where we would need to 
substantially increase the cover limits per claimant, per firm 
and per year, to give the same proportionate level of cover 
compared to size of likely losses from larger firms. The 
contributions to the fund would increase significantly, but 
more importantly, even with increased contributions, the 
financial risk to the fund (e.g. in a multi-claimant per-firm 
claims scenario) would pose either unacceptable financial risk 
to a (self-insured) Regulator with c£1m pa income or 
unacceptable reputational risk because claims are only paid if 
funds available. 

A large increase in contributions would not support the 
regulatory objective of encouraging an independent, strong, 
diverse and effective legal profession because it may put 
some firms (particularly smaller ones) out of business. 

Although grants from the fund are discretionary, we consider 
that restricting the type of eligible claimant is a more 
targeted, proportionate and transparent approach. 

We therefore need this change to de-risk the fund while it is 
self-insured. We propose to include in Guidance that the fund 
will normally only consider claims from individual 
consumers. However, we may consider claims from micro-
enterprises in exceptional circumstances where we are 
satisfied that hardship has been caused. We consider that we 
should use the UK Government definition of “micro-
business” which is: a company will be a micro-entity if it has 
any 2 of the following: 
• a turnover of £632,000 or less 
• £316,000 or less on its balance sheet 
• 10 employees or [fewer] 
We consider that this change maintains an appropriate level 
of consumer protection for those consumers who are likely to 
suffer loss and hardship as well as ensuring that fee-paying 
regulated persons are not exposed to potentially very high 
level of contributions to the fund. 

IPReg considers that, in its judgement, including in Guidance 
(rather than in Rules) those eligible to claim on the fund is a 
targeted and proportionate way to ensure that IPReg retains 
discretion in terms of deciding whether an applicant is 
eligible to make a claim. 

Rule 6 5 – Applications 

56.1 An application for a Discretionary Grant shall be made: 

(a) in such form as IPReg may from time to time prescribe; and 

(b) not more than one year after the Applicant first knew, or with reasonable 
diligence should have known, about the misappropriation or failure to 
account. 

56.2 An Applicant must provide evidence to satisfy IPReg that, in consequence of any of 
the matters referred to in Rule 2.2, the Applicant has suffered 

	 

	 

	 

	 

	 

 

	 

	 

	 

or is likely to suffer loss 
and hardship. 

56.3 The Applicant has the burden of proving an application and must provide IPReg with 
such documents or other information as it may require in respect of that claim. 

56.4 Failure to provide documents or other information or to co-operate with IPReg may 
be taken into account when determining the merits of a claim. 

Rule 7 6 - Other remedies and subrogation 

67.1 A Discretionary Grant may be refused in respect of all or any part of a loss that is: 

(a) an insured risk; or 

(b) a risk that would have been insured if professional indemnity insurance had 
been in place as required by Rule 17 of the IPReg Code of Conduct; or 
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(c) capable of being made good by any other means. 

67.2 Before deciding whether to make a Discretionary Grant, IPReg will require an 
Applicant to: 

(a) pursue any civil remedy against the Registered Body or Sole Practitioner who 
is the subject of the application to the extent that it is reasonably practicable 
to do so; 

(b) commence insolvency proceedings against that Registered Body or Sole 
Practitioner (if they have not already been commenced) where possible; 

(c) make a formal complaint to the Police or other agency against that Registered 
Body or Sole Practitioner; and 

(d) assist in the taking of any action against that Registered Body or Sole 
Practitioner to the extent that it is reasonably practicable to do so. 

67.3 If a Discretionary Grant is made, any rights or remedies of the recipient shall be 
subrogated to IPReg and, if required by IPReg (whether before or after the making of 
the grant), the Applicant shall: 

(a) prove in any insolvency or winding-up of the Registered Body or Sole 
Practitioner; 

(b) sue for recovery of the loss in the name of the Applicant but on behalf of 
IPReg; and 

(c) comply with any other reasonable requirement for the purpose of giving 
effect to IPReg's rights. 

Rule 78 - Grant Limits9 

78.1 A Discretionary Grant may not exceed £25,000. 

Rule 98 - Refusal of an application 

89.1 If an application for a Discretionary Grant is refused, whether in whole or part, IPReg 
will inform the Applicant in writing of its decision and the reasons for that decision 
within 28 days of the date of the decision. 

Rule 10 – Commencement 

910.1 These regulations apply from 31 October 2021. 
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IPReg Registered Bodies Regulations 2015 

(Regulations of the Patent Regulation Board of the Chartered Institute of 
Patent Attorneys and the Trade Mark Regulation Board of the Institute of 
Trade Mark Attorneys (working jointly as the Intellectual Property 
Regulation Board) regarding the Registration of partnerships and bodies 
corporate) 



	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 


 


 


 

IPReg 
The Patent Regulation Board of the Chartered Institute of Patent Attorneys and the Trade Mark 
Regulation Board of the Institute of Trade Mark Attorneys working jointly as the Intellectual 
Property Regulation Board (IPReg) now make the following provisions under: 

(i) section 275A of the Copyright, Designs and Patents Act 1988; 

(ii) section 83A of the Trade Marks Act 1994; and 

(iii) Part 5 and Schedule 11 of the Legal Services Act 2007. 

These Regulations make provision as to: 

• the procedures for, and the circumstances in which, bodies may be registered, i.e, entered 
into the Patent Attorney Register and/or the Trade Mark Attorney Register, and where they 
are alternative business structures, licensed under the Legal Services Act 2007; 

• the duration of registration and the circumstances in which registration will expire or may 
be revoked or suspended; 

• the circumstances in which IPReg will need to approve persons to be managers or owners of 
a body registered by it, and the procedure for the grant of such approvals as well as the 
circumstances in which such approvals may be withdrawn; 

• the procedure for IPReg’s approval of individuals to fill the role of Head of Legal Practice 
(“HoLP”) or Head of Finance and Administration (“HoFA”) of a Registered Body and for the 
withdrawal of such approvals in certain circumstances; 

• the form and manner of applications relating to the Registration of a body, the approval of 
managers, owners, HoLP and HoFA, and other rules applying to registered bodies, their 
owners, managers and employees; 

• the general terms and conditions subject to which every registration is granted and the 
circumstances in which a body’s registration may be made subject to further conditions; 

• appeals relating to the registration of a body, conditions on registration or approvals; and 

• the names and designations to be used by registered bodies and the information to be 
published on IPReg’s register. 

PART 1 – GENERAL PROVISIONS 

Regulation 1 – Interpretation 

In these regulations: 

“ABS” means a licensable body as defined in section 72 of the 2007 Act; 

“Authorised Person(s)” means a person within section 111(2) of the 2007 Act and “Non- Authorised 
Person(s)” and “Authorised” should be construed accordingly; 

“the Commencement Date” means 1 January 2015; 
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“HoFA” means a Head of Finance and Administration within the meaning of Paragraph 13(2) of 
Schedule 11 to the 2007 Act; 

“HoLP“ means a Head of Legal Practice within the meaning of Paragraph 11(2) of Schedule 11 to 
the 2007 Act; 

“IPReg” means the Patent Regulation Board of the Chartered Institute of Patent Attorneys and the 
Trade Mark Regulation Board of the Institute of Trade Mark Attorneys working jointly as the 
Intellectual Property Regulation Board; 

“Manager” in relation to a body has the same meaning as in section 207 of the 2007 Act; 

“Micro, small and medium-sized enterprises” has the same meaning as in Article 2 of the Annex to 
Commission Recommendation 2003/361/EC; 

“Owner” means a person who has a material interest in a body, phrases “person” and “material 
interest” having the same meaning as in Schedule 13 of the 2007 Act, save that, in relation to a 
partnership, a person has a material interest in the partnership if he is a partner; 

“Patent Attorney Register” means (together) in respect of Registered persons other than ABS, the 
Register kept under section 275 of the Copyright Designs and Patents Act 1988 as amended, and 
in respect of ABS, is part of IPReg’s Register of licensed bodies for the purpose of section 87 of the 
2007 Act; 

“the Register” means the combined register kept by IPReg comprising, as sub-registers, the Patent 
Attorney Register and the Trade Mark Attorney Register; 

“Registered European Lawyer” means a lawyer regulated by the Solicitors Regulation Authority or 
the Bar Standards Board under that title; 

“Registered Foreign Lawyer” and “exempt European lawyer” mean lawyers regulated by the 
Solicitors Regulation Authority under those titles; 

“Registered Body” means a body (corporate or unincorporated) entered (or where clear in the 
context, applying to be entered) in the Patent Attorney Register and/or the Trade Mark Attorney 
Register, and: 

(a) a body which is an ABS and is entered in the Register, becomes upon that entry, a licensed 
body under the 2007 Act; 

(b) “Registration” and “Registered” shall be construed accordingly and shall mean, in respect of 
ABS, “licensing” and “being licensed” for the purpose of the 2007 Act; and 

(c) for the avoidance of doubt, references to “Registration” and “Register” in these regulations 
are to initial registration and any renewal of registration; 

“Regulatory Arrangements” has the meaning given to it by section 21 of the 2007 Act; 

“the Regulatory Objectives” are those set out in section 1 of the 2007 Act; 

“Reserved Legal Activity” has the same meaning as in section 12 of the 2007 Act; 
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“the Rules of Conduct” means IPReg’s Rules of Conduct for Patent Attorneys, Trade Mark Attorneys 
and Other Regulated Persons and the Special Rules of Professional Conduct applicable to Regulated 
Persons conducting litigation or exercising a right of audience before the Courts; 

“Trade Mark Attorney Register” means (together) in respect of Registered persons other than ABS, 
the Register kept under section 83 of the Trade Marks Act 1994 as amended, and in respect of ABS, 
is part of IPReg’s Register of licensed bodies for the purpose of section 87 of the 2007 Act; and 

“the 2007 Act” means the Legal Services Act 2007. 

Regulation 2 – Form, Timing and Fees of Applications 

2.1 All applications made to IPReg, under these regulations or otherwise, in respect of a 
Registered Body, a body applying to be Registered, or a body’s Managers, Owners or 
employees, including its HoLP or HoFA, must comprise: 

(a) the prescribed form, correctly completed; 

(b) the correct fee or fees for the application, as determined from time to time by IPReg; 

(c) such additional information, documents and references as may be specified by IPReg; 
and 

(d) any additional information or documentation which IPReg may reasonably require. 

2.2 It is not necessary to submit all documents, information and payments simultaneously, but 
an application will only have been made once IPReg has received all of the documentation, 
information and payments comprising that application. 

PART 2 – REGISTRATION AND CONDITIONS 

Regulation 3 – Registration by IPReg 

3.1 IPReg will not Register a body if IPReg is not satisfied that IPReg has suitable Regulatory 
Arrangements in place to regulate that body in accordance with IPReg’s statutory duties 
and the Regulatory Objectives. For the avoidance of doubt, and without limiting the 
generality of the foregoing sentence, IPReg will not Register a body which undertakes (to 
whatever extent) any of the following activities: 

(a) criminal law; 

(b) family or matrimonial law; 

(c) conveyancing other than conveyancing of intellectual property rights; 

(d) real estate related legal services; 

(e) probate and the drafting of wills; 

(f) immigration law; 
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(g) personal injury litigation, including medical negligence; 

(h) administrative law, except in so far as it relates to intellectual property; or 

any related services. 

3.2 A body may, before making an application for Registration, request the opinion of IPReg on 
whether IPReg has suitable Regulatory Arrangements to Register that body. An opinion 
provided under this regulation does not amount to a refusal or grant of an application for 
Registration and shall not in any way prejudice IPReg’s determination of any such application. 

3.3 For the purpose of regulation 3.1, “suitable Regulatory Arrangements” has the same meaning 
as in Paragraph 7 of Schedule 12 to the 2007 Act save that the term “licensable body” in that 
Paragraph shall be read as including non-ABS. 

Regulation 4 – Determination 

4.1 Subject to regulations 4.2 and 4.3, IPReg may only grant an application for Registration if it 
is satisfied that the applicant body is a partnership, LLP or company which meets the eligibility 
criteria set out in Annex A. 

4.2 IPReg may refuse an application for Registration if: 

(a) it is not satisfied under regulation 3 that it has suitable Regulatory Arrangements to 
Register the body; 

(b) it is not satisfied that the body’s Managers or Owners are suitable, as a group, to 
operate or control a business providing regulated legal services; 

(c) it is not satisfied that, if Registered, the body will conduct its activities in a way that is 
consistent with the Regulatory Objectives; 

(d) the body has provided inadequate or misleading information; or 

(e) for any other reason, IPReg reasonably considers that it would be against the public 
interest to grant Registration. 

4.3 In reaching a decision under this regulation, IPReg may take into account: 

(a) any conduct on the part of a Manager or Owner of the applicant body which calls into 
question their honesty, integrity or respect for the processes of law; 

(b) any failure or refusal to disclose, or attempt to conceal, a matter in relation to the 
application; 

(c) the extent to which the Managers and Owners of the applicant body, taken together, 
have sufficient skills and knowledge to run and manage a business which provides 
the legal and ancillary services which are the subject of the application; and 

(d) any other information which IPReg reasonably considers appropriate to take into 
account. 
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4.4 In reaching a decision under this regulation, IPReg will take into account, so far as is 
reasonably practicable, the Regulatory Objectives, including the objective of improvingaccess 
to justice, and will determine applications in a way which is most appropriate for the purpose 
of meeting those objectives. 

Regulation 5 – Decision Period and Notification 

5.1 Subject to regulation 5.2, before the end of the period of 6 months beginning with the day 
on which any application for Registration is received (the “decision period”), IPReg must: 

(a) decide the application; 

(b) notify the applicant body of its decision; and 

(c) if it decides to refuse the application, set out in the notice the reasons for the refusal. 

5.2 IPReg may, on one or more occasions, give the applicant body a notice extending the 
decision period (an “extension notice”), but: 

(a) an extension notice may only be given before the time when the decision period 
would end but for the extension notice; 

(b) the total decision period must not exceed 9 months; and 

(c) an extension notice must set out the reasons for the extension. 

Regulation 6 – Form and Effect of Registration 

6.1 A body which is eligible for Registration in the Patent Attorney Register and in the Trade Mark 
Attorney Register shall be Registered in both Registers unless IPReg receives anexpress 
request from the body that Registration should be limited to only one of the Registers. 

6.2 The entry of an ABS in the Patent Attorney Register and/or the Trade Mark Attorney Register 
constitutes the grant of a licence under the 2007 Act. 

6.3 A Registration under these regulations, including for the avoidance of doubt a licence under 
the 2007 Act, will be granted in the terms set out in the specimen Registration certificate at 
Annex C subject to any amendments made and any further conditions imposed by IPReg. 

Regulation 7 – Terms and Conditions of Registration 

7.1 Every Registration granted under these regulations is subject to: 

(a) the payment, on the date of the grant of Registration, of such contribution to the 
compensation scheme maintained under regulation 19 the Compensation 
Arrangements Rules as required by IPReg; 
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(b) the obligations in regulation 7.2; 

(c) the general terms and conditions set out in the specimen Registration certificate at 
Annex C, subject to any amendments made by IPReg; and 

(d) any further conditions imposed by IPReg under regulation 7.3. 
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7.2 Every Registered Body must: 

(a) by the prescribed date each year: 

(i) submit a self-assessment return in the prescribed form; 

(ii) pay the Registration fee set by IPReg for that body; 

(iii) pay such contribution to the compensation scheme maintained under the 
regulation 19 as required by IPReg; Compensation Arrangements Rules 
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L 

(b) submit any additional information or self-assessment returns required by IPReg; and 

(c) as soon as reasonably practicable, inform IPReg of any change in its circumstances 
which renders or may render the body non-compliant with the eligibility criteria in 
Annex A, or which does or may give rise to a material breach by the body, itsManagers, 
Owners or employees (including its HoLP and HoFA), of these regulations, a term or 
condition of the body’s Registration or any other obligations imposed by IPReg’s 
Regulatory Arrangements, including the Rules of Conduct. 

7.3 IPReg may impose one or more further conditions on a Registered Body’s Registration: 

(a) when granting Registration; 

(b) when granting approval of an Owner, Manager, HoLP or HoFA under Part 4 of these 
regulations, including the temporary approval of a HoLP or HoFA under regulation 
15.7; 

(c) when deciding whether to withdraw an approval under regulation 15.9; 

(d) when granting temporary emergency Registration under regulation 21; or 

(e) at any other time. 

7.4 IPReg may impose a condition under regulation 7.3 where it considers: 

(a) that: 

(i) the condition would limit, restrict, halt or prevent an activity on the part of the 
body, or of a Manager, an employee (including, for the avoidance of doubt, the 
HoLP or HoFA) or an Owner of the body, which is putting or is likely to put at risk 
the interests of clients, third parties or the public; 

(ii) the condition would limit the activities of a Manager or an employee of the body 
who is considered unsuitable to undertake a particular activity, either at all or 
save as specified in the condition; 

(iii) the condition would limit, halt or prevent a risk to clients, third parties or the 
public arising from a business agreement or association which the body has or 
is likely to enter into, or a business practice which the body has or is likely to 
adopt; 

6 

Commented [FG2]: Please see above – change is being 
made to remove risk of inconsistencies. 



	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

IPReg 
(iv) the condition is necessary where, in relation to a Registered Body, a relevant 

insolvency event as defined in Paragraph 1(3) of Schedule 14 to the 2007 Act has 
occurred but the event has not triggered the expiry of Registration under 
regulation 9.2; 

(v) the condition is necessary to facilitate closer monitoring by IPReg ofcompliance 
by a Registered Body, its Managers, Owners, HoLP or HoFA, with IPReg’s 
Regulatory Arrangements, including these regulations and the terms and 
conditions of the body’s Registration; 

(vi) imposing the condition will require the body concerned to take specified steps 
conducive to the carrying on of an efficient practice by that body; or 

(vii) the condition is necessary in any other case, having regard to IPReg’s statutory 
duties and the Regulatory Objectives; 

and 

(b) that it is in the public interest to impose the condition. 

7.5 A condition imposed under this regulation takes effect from the date on which it is imposed 
unless a later date is specified by IPReg. 

Regulation 8 – Modification of Terms and Conditions 

8.1 Subject to the provisions of the 2007 Act, IPReg may, at any time and by giving written notice 
to the Registered Body, modify any terms or conditions of a Registration: 

(a) on the application of the Registered Body; or 

(b) without such an application being made. 

8.2 IPReg shall have regard to: 

(a) the criteria in regulation 7.4, when deciding whether to modify a condition of 
Registration; and 

(b) the Regulatory Objectives, when deciding whether to modify a term of Registration. 

8.3 Any modification will have effect from the date of the notice given under regulation 8.1 or 
such later time as may be specified in the notice. 

PART 3 – DURATION OF REGISTRATION, RENEWAL, SUSPENSION AND REVOCATION 

Regulation 9 – Duration, Expiry and Renewal of Registration 

9.1 A body’s Registration takes effect from the date of the Registration certificate, and continues 
in force until it expires or ceases to have effect in accordance with regulation 9.2 or 9.3, or it 
is revoked or suspended under regulation 10. 
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9.2 A body’s Registration will automatically expire: 

(a) in accordance with the conditions of the Registration if they provide for expiry; or 

(b) if the body is wound up or for any other reason ceases to exist; 

whichever is the earliest. 

9.3 A licence granted by IPReg to an ABS ceases to have effect upon the issuing of a licence to 
that ABS by another licensing authority. 

Regulation 10 – Suspension or Revocation of Registration 

10.1 IPReg may suspend or revoke a body’s Registration, if: 

(a) Registration was granted as a result of error or fraud; 

(b) the body’s application for Registration would be refused under regulation 4 if it were 
at that time applying for Registration; 

(c) the body has breached one or more terms or conditions of its Registration including 
any of the obligations imposed by regulation 7.2 above; 

(d) the body has a temporary emergency Registration but has not, within the initial 28 day 
period or any extension of that period, commenced a substantive application for 
Registration; 

(e) a Non-Authorised Person is an Owner of the Registered Body in breach of these 
regulations and/or Schedule 13 of the 2007 Act; 

(f) a Non-Authorised Person who is subject to the duty in section 90 of the 2007 Act fails 
to comply with that duty; 

(g) the body, or a Manager, an Owner or an employee of the body (including, for the 
avoidance of doubt, the HoLP or HoFA), fails to comply with the duties imposed by 
IPReg or under any enactment including section 176 of the 2007 Act; 

(h) the body has ceased to practise; 

(i) an approved regulator (as defined in the 2007 Act) other than IPReg has authorised 
the body; 

(j) IPReg has received an application by the body to revoke its Registration and is satisfied 
that revocation would not present a risk to clients, to the protection of client money, 
or to any investigative process; or 

(k) for any other reason, it would be against the Regulatory Objectives for the body’s 
Registration to continue. 

10.2 (a) Subject to regulation 22, IPReg may suspend or revoke the licence of a Registered Body 
which is an ABS, if that body ceases to be an ABS. 
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(b) Unless its Registration has expired or is suspended or revoked by IPReg, a bodywhose 

licence is suspended or revoked under regulation 10.2(a) will remain on the Register, 
and will, from the date of the suspension or revocation, be Registered under the 
Copyright, Designs and Patents Act 1988 and/or the Trade Marks Act 1994 as 
applicable. 

10.3 (a) Subject to (b) below, suspension or revocation takes effect on expiry of the notice period 
under regulation 18.2(a) or on such later date as may be stated in the notice; 

(b) If an appeal, either under regulation 17 of these regulations or under rules 19 and 20 
of the IPReg Disciplinary Procedure Rules, is made before the revocation takes effect, 
the revocation is suspended pending determination or discontinuance of the appeal, 
unless in the opinion of IPReg the proceedings on that appeal have been unduly 
protracted by the appellant or are unlikely to be successful. 

(c) A suspension remains in force until the matter giving rise to the suspension has been 
rectified or otherwise resolved to the satisfaction of IPReg. 

PART 4 – OWNERS, MANAGERS, HOLP AND HOFA 

Regulation 11 – Managers 

11.1 No person may be a Manager of a Registered Body unless that person has been approved 
by IPReg under these regulations. 

11.2 Any person appearing on the Patent Attorney Register and/or the Trade Mark Attorney 
Register shall be deemed approved as a Manager. 

Regulation 12 – Non-authorised Owners 

12.1 A Non-Authorised Person may not be an Owner of a Registered Body unless that person has 
been approved by IPReg to be an Owner in accordance with these regulations and Schedule 
13 of the 2007 Act. 

Regulation 13 – HoLP and HoFA 

13.1 The HoLP of a Registered Body must be an individual who: 

(a) is a Manager of the body; 

(b) is a Registered patent attorney, a Registered trade mark attorney, a lawyer of England 
and Wales, a Registered European Lawyer, a Registered Foreign Lawyer or anexempt 
European lawyer; and 

(c) has been designated by the Registered Body to be its HoLP and that designation has 
been approved by IPReg under these regulations. 
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13.2 For the purpose of regulation 13.1(c), a designation of an individual as HoLP has effect only 

while the individual: 

(a) consents to the designation; 

(b) is an Authorised Person in relation to one or more of the Reserved Legal Activities for 
which the Registered Body is authorised; and 

(b) is not disqualified under the 2007 Act from acting as HoLP. 

13.3 The HoLP of a Registered Body must: 

(a) take all reasonable steps to ensure compliance with the terms and conditions of the 
body’s Registration (except any obligations relating to accounts and money- handling), 
and with the duties imposed by sections 90 and 176 of the 2007 Act; and 

(b) as soon as reasonably practicable, report to IPReg any failure so to comply. 

13.4 The HoFA of a Registered Body must be an individual who: 

(a) is a Manager or an employee of the Registered Body; 

(b) is suitably qualified to fulfil the role of HoFA; and 

(c) has been designated by the Registered Body to be its HoFA and that designation has 
been approved by IPReg under these regulations. 

13.5 For the purpose of regulation 13.4(c), a designation of an individual as HoFA has effect only 
while the individual: 

(a) consents to the designation; and 

(b) is not disqualified under the 2007 Act from acting as HoFA. 

13.6 The HoFA of a Registered Body must: 

(c) take all reasonable steps to ensure compliance with any obligations relating to 
accounts and money-handling imposed by IPReg in the Rules of Conduct or under the 
terms and conditions of the body’s Registration; and 

(d) as soon as reasonably practicable, report to IPReg any failure so to comply. 

13.7 Provided that the approval criteria and other requirements are met, nothing in these 
regulations shall prevent an individual from concurrently acting as the HoLP and HoFA of a 
Registered Body. 

Regulation 14 – Approval of Owners, Managers, HoLP and HoFA 

14.1 IPReg may not approve a person to be a Manager, an Owner, HoLP or HoFA of a Registered 
Body, if IPReg is not satisfied that the person concerned is suitable to be involved in the 
provision of legal services, and to exercise influence over the conduct of the Registered Body 
because: 
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(a) the person or any Registered Body or other entity of which that person has previously 

been a Manager, an Owner or an employee, has been: 

(i) notified in writing by IPReg that it does not regard as satisfactory an explanation 
given at IPReg’s request; or 

(ii) made the subject of disciplinary sanction by, or refused Registration with, or 
authorisation by, another approved regulator, professional or regulatory 
tribunal, or regulatory authority, whether in England and Wales or elsewhere, 

in respect of a matter involving the person concerned; 

(b) the person concerned: 

(i) has been disqualified from being a company director; 

(ii) has been disqualified from being a Manager, an Owner, HoLP or HoFA under 
the 2007 Act; 

(iii) has been removed from the office of trustee for a charity by an order within 
the terms of section 72(1)(d) of the Charities Act 1993; 

(iv) is an undischarged bankrupt; 

(v) has been adjudged bankrupt and discharged; 

(vi) has entered into a voluntary arrangement or a partnership voluntary 
arrangement under the Insolvency Act 1986; 

(vii) has been a Manager of a company, LLP or other body which has been the subject 
of a winding up order, an administration order or administrative receivership or 
which has entered into a voluntary arrangement under the Insolvency Act 1986 
or has otherwise been wound up or put into administration in circumstances of 
insolvency; 

(viii) lacks capacity (within the meaning of the Mental Capacity Act 2005) and powers 
under sections 15 to 20 or section 48 of that Act are exercisable in relation to 
that person; 

(ix) is the subject of outstanding judgments involving the payment of money; 

(x) has been committed to prison in criminal proceedings; 

(xi) is currently charged with an indictable offence, or has been convicted of an 
indictable offence or any offence under the 2007 Act, the Solicitors Act 1974, 
the Financial Services and Markets Act 2000, the Immigration and Asylum Act 
1999 or the Compensation Act 2006; 

(xii) has been the subject of an order under section 43 of the Solicitors Act 1974; 

(xiii) has been the subject of an equivalent circumstance in another jurisdiction to 
those listed in (i) to (xii); or 
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(xiv) has been involved in other conduct which calls into question their honesty, 

integrity or respect for the processes of law; 

(xv) has committed an offence under the Companies Act 2006; 

(xvi) in the case of an application for approval as an Owner, HOLP or HOFA of an ABS, 
the person has a previous conviction which is now spent for a criminal offence 
relating to bankruptcy, IVAs or other circumstances of insolvency; 

(xvii) where the person is a corporate person/entity, it: 

(a) has been the subject of a winding up order, an administration order or 
administrative receivership or which has entered into a voluntary 
arrangement under the Insolvency Act 1986 or has otherwise been wound 
up or put into administration in circumstances of insolvency; or 

(b) other matters that call its fitness and propriety into question are disclosed 
or come to light; 

(c) the Registered Body or the person concerned fails to disclose, refuses to 
disclose or seeks to conceal any matter within (a) or (b) above in relation to 
the approval application. 

14.2 IPReg may not approve a person to be an Owner of a Registered Body unless it is satisfied 
that in addition to the criteria in regulation 14.1, the requirements in Paragraph 6 of Schedule 
13 to the 2007 Act are met. 

14.3 IPReg may not approve an individual’s designation as HoLP or HoFA of a Registered Body 
unless IPReg is satisfied that the individual meets the requirements set out in regulation 13 
and is in a position of sufficient responsibility to fulfil the duties of HoLP or HoFA (as 
applicable) in relation to the Registered Body. 

Regulation 15 – Approval process 

15.1 The approval process for Owners is that set out in Schedule 13 of the 2007 Act and not 
governed by regulation 15. 

15.2 An application for the approval of a Manager, HoLP or HoFA must be made by the 
Registered Body concerned and may be made: 

(a) in advance of an application for Registration; 

(b) when applying for Registration; or 

(c) at any time after Registration has been granted. 

15.3 Where the Registered Body applies for approval following the grant of Registration, it must 
not allow the person concerned to become a Manager, HoLP or HoFA (as applicable) until it 
has received written notice that the person has been approved. 

15.4 (a) It is for the Registered Body to demonstrate that the person concerned meets the criteria 
for approval. 
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(b) The Registered Body must co-operate, and secure the co-operation of the person 

concerned, to assist IPReg to obtain all information and documentation necessary to 
determine the application. 

(c) The person concerned must confirm in writing on the face of the application that the 
information supplied about them is correct and complete. 

15.5 IPReg’s decision to approve or refuse approval must be notified in writing to the Registered 
Body and, separately, to the person concerned. 

15.6 Approval takes effect from the date of the decision unless otherwise stated, and continues 
until: 

(a) the approved person is disqualified from being a Manager, HoLP or HoFA (as 
applicable) of a Registered body; 

(b) the approval is withdrawn; or 

(c) the person ceases to hold the approved position in the Registered Body who applied 
for the approval. 

15.7 (a)  IPReg may grant a temporary approval of a designation as HoLP or HoFA where due to 
an unforeseen event, a Registered Body ceases to have a designated and approved 
HoLP or HoFA and within seven days: 

(i) informs IPReg of that fact; 

(ii) designates a suitable person to replace the previous HoLP or HoFA; and 

(iii) makes an application for the temporary approval of that person. 

(b) Subject to regulation 15.9 below, a temporary approval shall be valid for 28 days or such 
other period as specified by IPReg. 

15.8 IPReg may at any time request an approved person or the Registered Body concerned to 
provide it with such information or documentation as it considers necessary to satisfy IPReg 
that the approved person continues to meet the criteria for approval. 

15.9 (a)   IPReg may withdraw an approval, including a temporary approval, if: 

(i) it is not satisfied that an approved person continues to meet the criteria for 
approval; 

(ii) information or documentation is not promptly supplied in response to a 
request made under regulation 15.8; 

(iii) IPReg is satisfied that the approved person has breached a duty imposed on 
them under IPReg’s Regulatory Arrangements or any enactments; 

(b) Subject to (c) below, withdrawal of approval takes effect on expiry of the notice 
period under regulation 18.2 or such later date as may be stated in the notice. 
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(c) If an appeal is made before the withdrawal of approval takes effect, the withdrawal is 

suspended pending the determination or discontinuance of the appeal, unless in the 
opinion of IPReg the proceedings on that appeal have been unduly protracted by the 
appellant or are unlikely to be successful. 

(d) Where withdrawal of approval relates to a director of a company, IPReg may set 
separate dates for that person ceasing to be a director and disposing of any shares that 
they hold. 

PART 5 – RECONSIDERATION AND APPEALS 

Regulation 16 – Reconsideration 

16.1 IPReg may reconsider or rescind a decision made under these regulations when it appears 
that IPReg: 

(a) was materially misled; 

(b) failed to take proper account of material facts or evidence; 

(c) took into account immaterial facts or evidence; 

(d) made a material error of law; 

(e) made a decision which was otherwise irrational or procedurally unfair; 

(f) made a decision which was otherwise ultra vires; or 

(g) failed to give sufficient reasons. 

Regulation 17 – Appeals 

17.1 A person who is the subject of a decision by IPReg under these regulations may appeal the 
decision by invoking the appeal procedure set out in the IPReg Appeals Rules, within the time 
limits specified therein. 

PART 6 – MISCELLANEOUS PROVISIONS 

Regulation 18 – Notification of decisions by IPReg 

18.1 IPReg shall notify its reasons in writing when it: 

(a) refuses any application under these regulations; 

(b) grants the application subject to one or more conditions; or 

(c) refuses a permission required under a condition on a body’s Registration. 
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18.2 IPReg will give 28 days’ written notice, with reasons: 

(a) to the Registered Body concerned, when IPReg decides to impose a condition on the 
body’s Registration or to suspend or revoke the body’s Registration; 

(b) to the body and the person concerned, when IPReg decides to withdraw its approval 
of a Manager, HoLP or HoFA, under regulation 15.9. 

18.3 Except in respect of a suspension or revocation, IPReg may shorten or dispense with the 28 
day period under 18.2 if it is considers it appropriate to do so. 

Regulation 19 – IPReg’s compensation arrangements 

19.1 (a) IPReg will maintain such compensation arrangements as it, from time to time, 
considers appropriate, having regard to its statutory duties and the public interest. 

(b) Subject to (a) and any variations or further rules or arrangements made by IPReg, the 
principal terms of its current compensation scheme are set out in Annex B. 

Regulation 20 – Waivers 

Commented [FG3]: Please see above – change is being 
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20.1 Subject to any legal restrictions on its ability to do so, IPReg may, in respect of a body or type 
of bodies, waive any provision in these regulations and any terms or conditions of 
Registration, and may revoke such a waiver at any time. 

Regulation 21 – Temporary Emergency Registration following a Partnership split 

21.1 If a partnership split brings into being a new partnership which is not a Registered Body: 

(a) the partners of the new partnership must notify IPReg of that fact within 7 days; and 

(b) temporary emergency Registration may be granted, subject to regulations 21.2 to 
21.4 below, so as to enable the new partnership to lawfully practise for a limited period. 

21.2 An application for temporary emergency Registration may be made by telephone, provided 
that details given by telephone are confirmed in writing on the same day, and must be made 
(or confirmed) at the earliest possible opportunity on the prescribed form and accompanied 
by all information and documentation that IPReg may reasonably require. 

21.3 IPReg may grant an application for temporary emergency Registration if it is satisfied that: 

(a) the partners could not reasonably have commenced an application for Registration in 
advance of the change; and 

(b) the partnership appears to comply with the eligibility criteria set out in Annex A. 

21.4 Temporary emergency Registration: 

(a) will be granted for 28 days unless a different period is specified by IPReg; 

(b) may be extended in response to a reasonable request by the applicant body; 
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(c) will be extended pending determination of a substantive application for Registration 

commenced during the currency of the temporary emergency Registration; 

(d) cannot prejudice IPReg’s discretion to refuse a substantive application for the 
Registration of the body under regulation 4; and 

(e) in exceptional circumstances and for reasonable cause, may be revoked with 
immediate effect. 

Regulation 22 – Unforeseen temporary breaches 

If due to an unforeseen event: 

(a) a Registered Body which is an ABS ceases to be an ABS; 

(b) a Registered Body no longer complies with the eligibility criteria set out in Paragraphs 
1 and 2 of Annex A; or 

(c) a Registered Body which is a partnership ceases to be a body because it has fewer than 
two members; 

but IPReg is informed of that fact within seven days of the event first occurring, and within 
28 days of the event first occurring or such other period as may be specified by IPReg, the 
Registered Body returns to being an ABS, compliant with the eligibility criteria, or a body (as 
applicable), then the body will be deemed to have remained so during the said period and to 
that extent, will not be liable to have its licence or Registration revoked or suspended. 

Regulation 23 – Special bodies 

23.1 IPReg does not accept applications for any order to be made by it under section 106 of 
the 2007 Act. 

Regulation 24 – Transitional provisions 

24.1 Except where it is an ABS, a body which was Registered by IPReg before the Commencement 
Date will be deemed to be Registered under these regulations and is not required to: 

(a) re-apply for Registration whilst its existing Registration remains effective; or 

(b) comply with any requirements in these regulations relating to HoLP and HoFA until 
after the expiry of a 6 month notice, which notice shall be given no earlier than 1st 

January 2015. 

24.2 Any Manager of a Registered Body who was approved by IPReg before the Commencement 
Date shall be deemed to have been approved under these regulations and the approval shall 
remain effective subject to any terms and conditions of the approval and these regulations. 
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24.3 Applications for Registration, approval of a person to be a Manager, or temporary emergency 

Registration, made before the Commencement Date but not decided by then, will be 
determined under these regulations. 

Regulation 25 – Name and designation of a Registered Body 

25.1 A body corporate will be Registered under its corporate name. 

25.2 An unincorporated body must elect to have a name under which it is to be Registered. 

Regulation 26 – The Register 

26.1 IPReg shall keep a Register comprising of two sub-Registers, being the Patent Attorney 
Register and the Trade Mark Attorney Register. 

26.2 The Register shall contain, for each Registered Body (as relevant), the following 
information: 

(a) the name, and trading name if different, under which the body is Registered; 

(b) the body’s Registered address and practising address(es); 

(c) the date on which Registration was granted; 

(d) in the case of an ABS, that the body is licensed under the 2007 Act; 

(e) whether the body’s Registration has been suspended or revoked and the date on 
which suspension or revocation took place; 

(f) any enforcement action taken against the body or any of its Owners or employees 
(except administrative fines); 

(g) any previous names of the body; 

(h) all company Registration numbers, charity numbers or equivalent as relevant; 

(i) the names of the body’s HoLP and HoFA; 

(j) the authorising regulatory body of the HoLP; 

(k) the Reserved Legal Activities that the body is authorised to undertake; and 

(l) any other information that IPReg considers appropriate to include. 

26.3 (a) The Register may be kept in electronic form and made available on IPReg’s website. 

(b) Entries in the Register shall be available for inspection by any member of the public. 

Regulation 27 – Commencement 

27.1 These regulations apply from the Commencement Date. They replace the Patent Attorney and 
Trade Mark Attorney Registered Bodies Regulations which from the Commencement Date 
cease to have effect. 
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ANNEX A – ELIGIBILITY CRITERIA FOR REGISTRATION 

A partnership, LLP or company (“body”) may be entered in the Patent Attorney Register and/or the 
Trade Mark Attorney Register if it meets all of the criteria in (1) to (6) below. 

(1) (a) In the case of a body applying to be entered in the Patent Attorney Register, the body 
undertakes as its primary activity legal services relating to any of the development and 
protection, and management and exploitation of patents and registered designs (alone 
or in combination with the legal services described in 1(b) below), includingbut not 
limited to the business of acting as agent for others for the purpose of: 

(i) applying for or obtaining patents and registered designs, in the United Kingdom 
or elsewhere; and/or 

(ii) conducting proceedings before the Comptroller General of Patents, Designs and 
Trade Marks relating to applications for, or otherwise in connection with, 
patents and registered designs; 

together with the provision of any other legal services ancillary to the legal services 
described above; 

(b) In the case of a body applying to be entered in the Trade Mark Attorney Register, the 
body undertakes as its primary activity legal services relating to any of the 
development and protection, and management and exploitation of trade marks and 
registered designs (alone or in combination with the legal services described in 1(a) 
above), including but not limited to the business of acting as agent for others for the 
purpose of: 

(i) applying for or obtaining the registration of trade marks and registered designs, 
in the United Kingdom or elsewhere; and/or 

(ii) conducting proceedings before the Comptroller General of Patents, Designs and 
Trade Marks relating to applications for, or otherwise in connection with, the 
registration of trade marks and registered designs; 

together with the provision of any other legal services ancillary to the legal services 
described above. 

(2) The body carries on non-legal activities and provides non-legal services that are ancillary to 
1(a) and/or (b) above and only concern or relate to the creation, development, maintenance, 
exploitation or otherwise of intellectual property and activities ancillary thereto. 

18 
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(3) (a)   In the case of a partnership: 

(i) which applies to be entered in the Patent Attorney Register, at least one of the 
partners is a person (ABS or other) who is on the Patent Attorney Register. 

(ii) which applies to be entered in the Trade Mark Attorney Register, at least one 
of the partners is a person (ABS or other) who is on the Trade Mark Attorney 
Register. 

(b) In the case of an LLP or company: 

(i) which applies to be entered in the Patent Attorney Register, at least one of the 
Managers is a person (ABS or other) who is on the Patent Attorney Register. 

(ii) which applies to be entered in the Trade Mark Attorney Register, at least one 
of the Managers is a person (ABS or other) who is on the Trade Mark Attorney 
Register. 

(4) The body: 

(i) In the case of an ABS, has a practising address (as defined in Para 15, Schedule 11 
of the 2007 Act) in England and Wales and, in all other cases, the United Kingdom; 
and 

(ii) In the case of an ABS, is domiciled, or has a real and effective industrial or 
commercial establishment, in England and Wales and, in all other cases, theUnited 
Kingdom. 

(5) All non-authorised Managers of the body have been approved under Part 4 of these 
regulations. 

(6) In the case of an ABS, all non-authorised Owners of the body have been approved under 
Part 4 of these regulations and Schedule 13 of the 2007 Act. 

(7) The body confirms that it will abide by IPReg’s Regulatory Arrangements, including the 
Rules of Conduct, and with the terms and conditions of its Registration. 

(8) IPReg is satisfied that if Registered, the body will be in compliance with the terms and 
conditions of its Registration. 

19 
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ANNEX B – COMPENSATION ARRANGEMENTS 

Subject to regulation 19, the principal terms of IPReg’s compensation scheme are as follows: 

(1) IPReg will maintain a compensation fund under which grants may be made to compensate 
for losses or hardship suffered by persons in consequence of fraud or other dishonesty, or a 
fraudulent or dishonest failure to account for money by a Registered Body or its employees 
and Managers, to the extent that such losses are not covered or required to be covered by 
professional indemnity insurance. 

(2) Registered bodies shall contribute to the costs of the scheme, through annual contributions 
required under regulations 7.1(a) and 7.2(a)(iii). 

(3) Only: 

(a) current and former individual clients; and 

(b) micro, small and medium-sized enterprises who are or were clients, 

of the Registered Body will be entitled to benefit from the arrangements. 

(4) All grants will be made at the sole discretion of IPReg and subject to a cap of £25,000 per 
claimant. 

(5) All applications for grants must be made in the form and within the time period prescribed 
by IPReg. 

Commented [FG4]: Please see above – change is being 
made to remove risk of inconsistencies. 
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ANNEX C – SPECIMEN REGISTRATION CERTIFICATE 

Registration Certificate 
This certificate is issued by the Intellectual Property Regulation Board [under 
delegation from the Chartered Institute of Patent Attorneys/Institute of TradeMark 
Attorneys] under section [84 of the Legal Services Act 2007] [83 of the Trade Marks 
Act 1994] [and] [275 of the Copyright, Designs and Patents Act 1988] 

To: [name of firm] IPReg registration number [xxxxxxxxxx] 

Trading as: [delete if trading name is the same] 

Registered Office [delete if not applicable]: [insert details] 

Main practising address: [insert details] 

Registration 

[name of firm] is registered by the [Trade Mark Regulation Board] [and] [Patent Regulation 
Board] to undertake the following reserved legal activities: 

1. the exercise of a right of audience; 
2. the conduct of litigation; 
3. reserved instrument activities; 
4. the administration of oaths. 

Pursuant to the IPReg Registered Bodies Regulations 2015 this firm is regulated by the 
[Trade Mark Regulation Board] [and] [Patent Regulation Board] in respect of: 

(a) the carrying on of the reserved legal activities stated above; 

(b) any other reserved or non-reserved legal activities which fall within section 
12 of the Legal Services Act 2007; and 

(c) any other activities which are subject to conditions imposed [under Part 5 
of the Legal Services Act 2007] and as set out in this certificate. 

This registration is granted from [date] and shall continue until it shall expire, cease to have 
effect in accordance with regulation 9, or shall be revoked or suspended in accordance with 
regulation 10, of the IPReg Registered Bodies Regulations 2015. 

A detailed review of [Firm] will take place on the [date – three or five years from the date 
of registration at IPReg’s discretion]. 

21 
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Chief Executive 

This registration is subject to the following terms and conditions: 

[Firm] shall comply with: 

• the general conditions listed in the Annex to this licence; [and 
• the following additional conditions [list any additional conditions that may be imposed 

on the body]. 

Unless otherwise indicated, all terms in the conditions must be construed in accordance with 
the IPReg Registered Bodies Regulations and the IPReg Disciplinary Procedure Rules. 

22 
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Annex F 

Changes to compensation arrangements 

Summary and analysis of responses 

October 2021 

Introduction 

1. This Annex provides a summary of feedback to the proposed changes to IPReg’s 
compensation arrangements. 

2. In the consultation, we explained the background to the requirement for us to have 
compensation arrangements, our approach to compensation arrangements and why 
there was a need for change (essentially, the need to consider alternative approaches 
due to the insurer who had previously underwritten our compensation arrangements 
deciding, for their own reasons, not to renew the policy for another year). We set out 
proposals to introduce a two-stage approach to replace our existing compensation 
arrangements which we consider to be the best way to achieve appropriate short and 
medium-term solutions. The first stage involves establishing a compensation fund 
financed from practising fees of £100,000.  The second stage involves work to 
establish the most efficient approach for the medium term (i.e. beyond 2023) based 
on data collection from our registrants from which we can build a more detailed and 
reliable risk profile for the professions. 

3. Accompanying the consultation document were: 

• A Summary Opinion written by our actuary 
• Proposed amendments to our Compensation Arrangements Rules 2015 
• Proposed amendments to our Registered Bodies Regulations 2015. 

4. In the consultation we asked the following questions: 

a. What are your views on IPReg’s proposal to establish a compensation fund? 
b. What are your views on the proposed limits of the fund? 
c. What are your views on the proposal that this interim arrangement should remain 

in place until at least the end of 2023? 
d. Do you have any views on our proposal to include in Guidance that the fund will 

prioritise individual claimants and will only compensate entities in exceptional 
circumstances where we are satisfied that hardship has been caused? 

e. Do you consider that there are any diversity issues that we need to take into 
account? 

f. Do you have any comments on the proposed drafting changes? 
g. Are there any other matters that you would like to bring to our attention? 
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Who responded? 

5. We received 13 responses to the consultation. 
6. We received most responses from the professions. We received a response each from 

the Chartered Institute of Patent Attorneys (“CIPA”) and the Chartered Institute of 
Trade Mark Attorneys (“CITMA”).  We received a detailed response from the Legal 
Services Consumer Panel (“LSCP”). 

7. We did not receive any responses from anyone who is not directly involved in the 
provision of intellectual property legal services, or the regulation of those services. 

Breakdown of responses 

Question 1 

What are your views on IPReg’s proposal to establish a compensation fund? 

8. All but one of the respondents support our proposal to establish a compensation fund 
as an interim measure until at least the end of 2023, recognising the situation that has 
arisen is not the fault of IPReg nor is as a result of anything IPReg has done or not 
done. 

9. Both CIPA and CITMA appreciate that it is unfortunate and disappointing that 
continued underwriting of IPReg’s compensation arrangements by insurance is no 
longer possible, due to market and commercial forces. CIPA recognises that IPReg is 
not alone in facing this challenge.   CIPA and CITMA accept that IPReg has considered 
properly the various, available options and taken specialist, actuarial advice, and as a 
result they both agree that setting up a compensation fund addresses the risks to and 
serves the interests of both consumers and the regulated community. 

10. The LSCP recognises equally the “unfortunate” position IPReg finds itself in and the 
“urgent” need to find a solution. The LSCP says it is encouraged that IPReg is taking 
immediate action to ensure the continuing consumer protection for the clients of 
patent and registered trade mark attorneys which, LCSP feels, is critical to maintaining 
the trust and confidence of consumers in both professions. 

11. However, the LCSP feels that the details of the proposal are not clear from the 
consultation documents. Notably whether a compensation fund will be sufficiently 
financed from the outset as soon as the current insurance expires on 30 October 2021. 
LCSP feels that the full amount needs to be available whether or not any additional 
borrowing is required. 

12. The LCSP made a broader point about the availability of data behind our proposal 
which it feels it would have been useful to review as part of the consultation.  The 
example given is the claims histories of other legal services regulators in England and 
Wales and how IPReg’s risk pool differs from theirs. The LCSP said it would have been 
useful for the actuary to have clarified what comparable data sets he reviewed in 
reaching his opinion. 

13. Several respondents appear to have confused the role and purpose of IPReg’s 
compensation arrangements with that of professional indemnity insurance as a linked 
but separate regulatory requirement. This may be because of the wording used to 
define “compensation arrangements” in section 21(2) of the Legal Services Act 2007, 
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in particular the use of the word “negligence”, which also appears in the Consultation 
Paper. 

14. Two respondents suggested that we seek advice and possibly alternative insurance 
from PAMIA limited (NB. this is not possible as PAMIA Limited does not provide this 
type of cover). 

15. Another respondent wanted to know the commercial reasons why RSA would not 
offer renewal terms for the policy we had with them for six years. 

16. One respondent (a non-practising registered trade mark attorney) did not support the 
proposal to establish a compensation fund because it represents an unnecessary 
accumulation of funds in the IPReg accounts and an additional burden on regulated 
attorneys in the current economic climate and may not generate a sufficient level of 
compensation anyway.  The rest of the response comments on and makes suggestions 
for changes to IPReg’s professional indemnity obligations, suggesting that this 
respondent may also be unclear about the difference between the requirements on 
attorneys to hold indemnity insurance (for negligence and other civil liability claims) 
and IPReg’s compensation arrangements (which offer relief for the victims of fraud or 
dishonesty by a regulated person). 

IPReg response 

Details about the proposed funding mechanism are set out in detail in the application to the LSB. 
To summarise, we will use the ~£30k that would have been used to pay the insurance premium 
each year to ‘seed’ the fund and ring-fence some of our reserves to ensure that the fund is fully 
financed. 

In terms of the data used to support our proposal, a detailed actuarial report has been provided in 
confidence to the LSB. The application to the LSB also sets out some additional information about 
the level and type of claim that the SRA has paid from its compensation fund (this information was 
also used by CILEx Regulation in its application). 

PAMIA does not provide the type of insurance policy that is needed to support compensation 
arrangements. It only provides professional indemnity insurance. 

Question 2 

What are your views on the proposed limits of the fund? 

17. Again, there was some confusion among respondents who felt that £100,000 a year 
might not be sufficient to meet one or all claims for negligence, particularly if a higher 
sum was awarded by a court, compared to the limit under the insurance policy of 
£2.5m a year. 

18. Where respondents were clear about the proposed nature of the fund, most accepted 
the proposed limits as being appropriate, based on legal and actuarial opinion. 

19. One respondent noted that the proposed limit assumes only one claim per regulated 
person per annum, and this is “far from” a worst-case scenario. This respondent 
suggests increasing the maximum limit of the fund over time if there continues to be 
no claims. 

20. The LSCP expressed no firm position on the proposed limit of the fund in the absence 
of claims data or relevant comparison data, but it noted that overall there will be a 
reduction in the level of cover. The LSCP consider that this could expose the fund to 
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financial risk in a worst-case scenario e.g. four claims against one regulated person at 
maximum claim value (£25,000). The LSCP noted that while the actuary considered 
this to be very unlikely it felt that it is important for there to be a viable plan to 
replenish the compensation fund should it be depleted. 

21. The LSCP also feels that any actuarial advice IPReg receives in the future takes account 
of ‘unseen’ financial losses, such as theft of intellectual property which a client is 
trying to protect. 

22. The LSCP contends that rather than the question being ‘what are the minimum 
requirements for a viable fund?’ IPReg may want to consider instead ‘what level of 
consumer protection is needed to provide a material benefit to the professions and 
consumers that is still affordable?’. 

23. The LSCP would like to see the limits of cover determined by data and, ideally, 
maintained as they are under the existing arrangements. 

IPReg response 

The further analysis that IPReg proposes to conduct should indicate whether the proposed limits 
are appropriate or whether they need to be changed. If claims on the fund are such that all the 
fund is used up in any one year, then further claims cannot be paid. Replenishment of the fund 
would then continue the following year. The fund has been established to consider claims that 
arise because of fraudulent activity; other types of potential claims such as theft of intellectual 
property would be dealt with through the court system and/or by claiming on PII. Actuarial advice 
is that because of the potentially very significant size of a loss, it would be well outside the limit of 
what such a small fund (and self-insured regulator) can afford. 

IPReg considers that it must balance the need to provide an appropriate and targeted level of 
consumer protection against the affordability of its compensation arrangements and the need to 
promote competition in the provision of legal services. There is a significant risk that keeping the 
compensation limits at the current levels without an insurance policy in place would lead to large 
increases in contributions (which could cause some firms to exit the market) and/or deplete 
IPReg’s reserves to a level where IPReg was unable to function effectively. Actuarial advice is that 
the existing levels of cover cannot be maintained in the absence of an insurance policy. 

In addition, IPReg does not consider that it would be an efficient use of practising fees to maintain 
a larger fund than actuarial advice recommends – the fund may never receive a claim and the ring-
fenced money would not be available for other projects that would support the regulatory 
objectives. 

Question 3 

What are your views on the proposal that this interim arrangement should remain in place until at 
least the end of 2023? 

24. There were very few specific responses to this question.  One respondent stated that 
no comment was possible as “the basis of this proposal does not seem to have been 
explained”. 

25. One respondent described the proposal for the interim arrangement to be in place 
until the end of 2023 as “sensible”. 
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26. One respondent anticipates that IPReg will within the next two years devote time and 

resource in trying to find a new insurer to underwrite the compensation 
arrangements. 

27. CIPA and CITMA also support the proposed duration of the interim arrangement 
provided that work is carried out in the meantime to better understand the risks and 
what compensation arrangements are necessary for the professions. 

28. The LCSP questioned whether two years and two months (as would be the minimum 
real duration of the interim arrangement with it coming into effect on 30 October until 
at least the end of 2023) was too long for IPReg “to study the problem properly to 
make sure a viable, long lasting and fully funded adequate consumer protection 
scheme is put in place” and questioned if the period needs to be longer than fourteen 
months i.e. to end of 2022, “unless specific in depth studies are planned and carried 
out during this interim period”. 

IPReg response 

IPReg and its actuary consider that a 2-year period is appropriate. This is so that IPReg’s Review of 
its regulatory arrangements can be put in place (currently expected no earlier than Spring 2023) 
and registrants are not being asked to respond to a potentially significant consultation on 
compensation arrangements at the same time as they are getting used to new regulatory 
arrangements. 

IPReg has decided that the initial fund should be established from 30/10/21 and run until 
31/12/23. Actuarial advice is that, given the expected immateriality of claims, this approach is 
acceptable. However, it may be necessary (from an accounting perspective) to have a 14-month 
second year for the purposes of contributions to the fund. 

Question 4 

Do you have any views on our proposal to include in Guidance that the fund will prioritise individual 
claimants and will only compensate entities in exceptional circumstances where we are satisfied 
that hardship has been caused? 

29. There is general agreement to issuing Guidance and that prioritising individual 
claimants is appropriate. However, the LSCP noted that there are other entities that 
also have “lower bargaining power in the market” including small businesses and 
charities “which are often in reality not much more than an individual”. 

30. The LSCP expressed concern that such small entities who use the services of regulated 
patent and trade mark attorneys will be detrimentally affected by the need to show 
hardship.  And further, that the LSCP does not see hardship equated to exceptional 
circumstances since the purpose of compensation arrangements is to provide relief for 
loss or hardship caused by fraud or dishonesty. 

31. One respondent comments: 
“The term “hardship” is subjective and if used to the extent proposed, any disgruntled 
but genuine applicant, would need to be provided (prior to application) with clear 
guidance of how the “hardship” principle would apply. Furthermore, very clear 
definition will be required for terms such as small, medium and large enterprises, as 
the general public are typically not aware of such classifications and definitions.” 
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IPReg response 

IPReg will set out in Guidance who will be eligible to make a claim and this will include definitions 
of the types of business that can claim if they can show that they have suffered hardship. We have 
proposed in the consultation that this would be micro businesses which are defined as businesses 
that employ fewer than 10 people and have a turnover of less than £2m. We have reviewed 
whether there is a standard definition of “micro-business”. The UK Government uses a different 
definition:1 

Micro-entities are very small companies. [A] company will be a micro-entity if it has any 2 
of the following: 

• a turnover of £632,000 or less 
• £316,000 or less on its balance sheet 
• 10 employees or [fewer] 

To ensure consistency for those businesses, we consider that it would be better to adopt the UK 
Government definition. We do not consider that this is likely to result in detriment to those micro-
businesses that may wish to make a claim on the compensation fund because micro-businesses 
account for 96% of all businesses in the UK.2 

It is important to note that compensation arrangements (whether a fund or an insurance policy) 
are always a “last resort” fund; if that were not the case the risk of successful claims on the fund 
would significantly increase and would require larger contributions from registrants. We will 
consider publishing in Guidance the information that we will need from applicants to show that 
they have suffered hardship. 

Question 5 

Do you consider that there are any diversity issues that we need to take into account? 

32. There were very few specific responses to this question and those that did respond (a 
regulated firm and the LSCP) commented on the lack of available data (especially on 
claims) in order to be able to give a meaningful answer to the question. The LSCP 
suggests that this may be an area to study during the interim period, and the firm 
suggests including economic diversity in any more considered analysis of the subject, 
given the use of the term ‘hardship’ in the proposed new arrangements. 

IPReg response 

IPReg has included in its application to the LSB information (that CILEx Regulation also used) about 
the nature of claims and claimants to the SRA compensation fund. 

1 https://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies 

2 https://researchbriefings.files.parliament.uk/documents/SN06152/SN06152.pdf 

https://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies
https://researchbriefings.files.parliament.uk/documents/SN06152/SN06152.pdf
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Question 6 

Do you have any comments on the proposed drafting changes? 

33. For reasons already given in its response, the LSCP invites IPReg to reconsider 
removing the definition of ‘micro, small and medium sized enterprises’ from the 
proposed Compensation Arrangements Rules.  And that if some small businesses are 
to be able to claim from the compensation fund, then an appropriate definition will be 
needed. 

34. The LCSP opposes the removal of Rule 5 in its entirety saying: 

“Explicitly setting out the rules for eligibility provides notice to customers and the 
profession alike and also encourages objectivity in the administration of the fund so 
that every claimant is treated in the same way.  Simple adjustments to the eligibility 
criteria could be made for the interim period.” 

35. The LSCP questions why all references to the compensation scheme are to be removed 
from IPReg’s Registered Bodies Regulations, proposing instead minor adjustments 
until new compensation arrangements have been devised during the interim period, 
which can then form a new Annex B to the regulations. 

IPReg response 

IPReg will set out in Guidance the types of claimants that will be eligible to make claims on the 
fund. In terms of the Registered Bodies Regulations, we do not consider that it is desirable or 
necessary to duplicate references to the compensation fund. We consider that including cross-
references in the Registered Bodies Regulations to the Compensation Arrangements Regulations is 
the best approach to ensure consistency. 

Question 7 

Are there any other matters that you would like to bring to our attention? 

36. The following responses were provided: 

36.1 A regulated attorney suggested that contributions to the compensation fund 
should be based on “polluter pays” principle and that those not in active practice 
and those in in-house practice should not be required to contribute. 

IPReg response 

We consider that it supports the regulatory objectives of protecting and promoting the public 
interest to spread the cost of the compensation arrangements over the entire regulated 
community. This is the approach that IPReg has followed to date. The fact that the arrangements 
are in place is a benefit to all those who are regulated since it gives consumers confidence in using 
regulated providers. 
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36.2 A regulated firm wanted to know what percentage of IPReg’s reserves will be used 

to fund the proposed compensation fund and whether that would have an impact 
on other projects. The same firm also wanted to understand in more detail what 
the potential impact on practising fees might be. 

IPReg response 

The application to the LSB sets out in detail the mechanism for funding the compensation fund, 
including the use of reserves. Currently IPReg does not anticipate that this will have an impact on 
other planned projects; the main project is the Review of our regulatory arrangements which 
already has allocated funding for external expert advice. We do not currently anticipate that 
practising fees will have to be increased since we are proposing to use the money that would have 
been paid for the insurance policy to support the compensation fund. 

36.3 The LSCP also raised the following points: 

• In its subsequent consideration of its approach IPReg should consider whether any 
protection should be offered to consumers who find themselves having incurred a loss due 
to IPReg professionals not having PII coverage as required since the current rules 
specifically bar compensation in such circumstances. 

IPReg response 

IPReg will take this issue into account when it is reviewing the risk model once it has additional 
data. However, current actuarial advice is based on the existing arrangements including the issue 
that the LSCP has identified. IPReg will try to avoid introducing any measures that would increase 
the cost of the scheme. 

• Some of the rules are not consistent with the regulatory objective to improve access to 
justice because of the requirements placed on a claimant before they can make a claim. 

IPReg response 

The current requirements are set out in our rules and these have been approved by the LSB. We 
are not proposing to change the requirements placed on claimants, particularly because it 
supports the concept that the compensation fund is one of last resort. 

• Currently the Rules allow IPReg to sue in the name of the applicant to the compensation 
scheme without stipulating that any monies recovered above the claimant’s compensation 
and any additional costs incurred should be returned to the claimant. The LSCP consider 
that this is a feature which is reasonably expected of a compensation scheme. 

IPReg response 

In considering future changes to the scheme, IPReg will take this suggestion into account. 
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Annex G 

DRAFT guidance – Claims for grants from IPReg’s compensation fund 

NOTE: this Guidance does not form part of IPReg’s regulatory arrangements. 

Purpose of the fund [add x-refs to final Rules] 

1. The fund has been established to protect individual consumers if they are the victim of 
negligence, fraud or other dishonesty on the part of a regulated person. 

2. The fund has been established with the following limits: 

a. Any one claim: £25,000 
b. Any one firm: £100,000 
c. Total fund: £100,000 

3. Payment of grants from the fund are made at IPReg’s discretion. No one has a right to receive 
a grant. The fund is a fund of last resort; claimants are expected to have exhausted other 
avenues of recovery before making a claim on the fund and examples of these are set out in 
paragraph [TBC] of this document. 

Who can make a claim? 

4. Normally only individual consumers will be able to make a claim on the fund. In exceptional 
circumstances, where we are satisfied that hardship has been caused, we may consider claims 
from micro-enterprises. Micro-enterprises are defined by the UK Government as an entity that 
has any 2 of the following: 

a. a turnover of £632,000 or less 
b. £316,000 or less on its balance sheet 
c. 10 employees or [fewer] 

5. You can only claim if you have suffered a loss as a result of the negligence, fraud or other 
dishonesty on the part of a regulated person. 

6. As set out in our Compensation Arrangements Rules,1 (Rules) you must make an application 
for a grant not more than one year after you first knew, or with reasonable diligence should 
have known, about the negligence, fraud or other dishonesty. 

1 Rule [6.1(b)] 

https://www.gov.uk/annual-accounts/microentities-small-and-dormant-companies
https://ipreg.org.uk/if-things-go-wrong/how-we-can-help/what-kinds-complaints-do-we-deal
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What to do before you make a claim 

7. The fund is a “last resort” fund. IPReg’s Rules2 set out the steps that applicants must take 
before they make a claim on the fund. These are to: 

a. pursue any civil remedy against the Registered Body or Sole Practitioner who is the 
subject of the application to the extent that it is reasonably practicable to do so; 

b. commence insolvency proceedings against that Registered Body or Sole Practitioner (if 
they have not already been commenced) where possible; 

c. make a formal complaint to the Police or other agency against that Registered Body or 
Sole Practitioner; and 

d. assist in the taking of any action against that Registered Body or Sole Practitioner to 
the extent that it is reasonably practicable to do so. 

Making a claim – information required 

8. As set out in our Rules3, the burden of proving an application is on you and you must provide 
IPReg with any documents or other information that it may require about your claim. 

9. When you first make a claim, we will expect you to provide at least the following information: 

a. Your name, address, contact details and proof of identity; 
b. Proof of your eligibility to claim; 
c. Details of the attorney and/or firm that you consider was responsible for your loss and 

hardship; 
d. Confirmation that you have undertaken all the steps outlined in paragraph [7]; 
e. An explanation of how the loss occurred including all relevant correspondence with 

the attorney and/or firm; 
f. Why you consider that the loss occurred because of the dishonesty of the 

firm/attorney; 
g. Written evidence that you have suffered actual loss of money (or something that has a 

monetary value); 
h. Evidence that you have suffered hardship; 
i. All the other steps you have taken to recover the loss. 

2 Rule [7.2] 

3 Rule [6.3] 



	 

	 

	 

PReg 
Factors that IPReg may consider in coming to its decision whether to make a grant 

10. All grants are discretionary and the factors that IPReg may take into account when deciding 
whether to pay a grant may include issues such as: 

a. Your conduct and the conduct of anyone connected to you and whether that conduct 
contributed to the circumstances of the loss; 

b. Whether you have pursued the application to IPReg diligently and have provided in a 
timely way information that IPReg has requested; 

c. Whether sufficient funds are available to meet the claim in full or whether, in fairness 
to possible future applicants, a grant should be reduced or a nominal sum paid. 

Making a grant 

11. Decisions whether to make a grant or not will be made by the IPReg Board. There is no right of 
appeal. 

12. Applications may be granted in whole, part or refused. 

13. The grant will be reduced by any amount that has already been (or should have been) 
recovered. Costs of making a claim and/or lost interest are not normally recoverable from the 
compensation fund. 
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