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1. The Association of Partnership Practitioners (“ APP”)

The Association of Partnership Practitioners (APP) is a multi-disciplinary
organisation that includes solicitors, barristers, accountants, bankers, business
consultants, HR managers, academics and insurance brokers. Members include
representatives of three international banks, the four largest accountancy firms and
7 of the 10 largest law firms. It offersafocal point for debate and discussion on
the complex issues surrounding partnership and LLP law and practicein its
broadest sense and provides its members with a comprehensive training in the
developing areas of partnership. Asat 1% June 2009, APP membership stood at
approximately 400. In the context of the LSB discussion paper review the APP

represents providers as well as consumers of legal services.

2. Summary — The APP Response

This response was prepared by a working party comprising the individuals listed
above. A draft of this response was discussed with the APP Committee and made
available to all members for their comments, which have been incorporated into

this response.

APP Working Party Response to LSB Paper 4 August 2009 3



Question1  What are your views on whether the LSB’ s objectives of amid 2011 start
date for ABS licensing is both desirable and achievable?

APP A commencement date of the ABSregimeisdesirableand in our view
necessary by mid 2011. This process commenced in the mid 1990s
with the development by the major accounting firms of “ associated”
law firms and fir st achieved gover nment attention with the
Competition Commission report in 2001 which was followed by the
Clementi Report, a White Paper, a draft bill and then thefinal
legislation. If the L SB does not set a commencement date then the
processwill drift further. It may bedifficult to achieve adatein mid
2011 but it isa credibletarget to aim for. Given the current recession
and therestrictions on the availability of bank financing, many firms
wish to consider an ABS and/or outside investment as a means of
survival or development. Accordingly, any further delay may
unnecessarily damage the choice of legal providersavailableto

consumers.
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Question2  How do we ensure momentum is maintained across the sector towards

opening the market?

APP The L SB needsto establish a clear timetable and regularly to report
on progress, action needed and milestones. The L SB will need to work
closely with and to instil a sense of urgency on the existing frontline
regulators. It needsto be understood that any slippage of the
timetable may compound the funding problems faced by certain small

and medium sized law firms by the current recession.
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Question3  What are your views on whether the LSB should be prepared to license
ABSdirectly in 2011 if necessary to ensure that consumers have access to

new ways of delivering legal services?

APP Wedo not believethat thisisa desirable outcome. However, in order
to achieve momentum and meet the declared timetable, it may be
necessary for the L SB to be prepared to licence ABSs directly.
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Question4  How should the LSB comply with the requirement for appropriate
organisational and financial separation of its licensing activities from its

other activities?

APP It will probably be appropriate for thelicensing authority to bea
subsidiary of the L SB with an independent board and transpar ent
financial reporting. TheL SB hasan oversight role soiif it hasitsown
licensing body it must be, and be seen to be, subject to the samereview

and oversight of itsregulatory functions as any other regulatory body.
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Question 5

APP
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How do you expect the legal services market to respond and change as a

result of opening the market to ABS?

It isdifficult to tell at the moment. Some firmswill not change, others
will seek outside investment as a means of growing and developing
their range of servicesand, new entrantswill enter the market,
especially at theretail level. However the pace and level of changeis
uncertain although we do envisage consider able consolidation in the
market below the “top twenty” firms. One other factor will be the
recruitment of talented individuals who may be attracted by the offer
of atrue“equity interest” or golden helloin the form of cash payment
which outside investment may allow. The L SA isa piece of enabling
legidlation. So, some will take advantage of it and otherswill not.
Those who take advantage will do so if they perceive that they can
establish a profitable business with a sustainable range of relevant
servicesto consumers. However, ultimately, it will be the
attractiveness of any provider’s offering to the market that will decide
the success or otherwise of any particular businessmodel. Therewill
wethink also bealimited number of deals by outside investorsin the
mar ket who will beinitially looking for firmstoincreasein sizeto
achieve oper ating efficiencies, hence theinevitable drive for

consolidation.



Question 6

APP
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In what ways might consumers of all types— including private individuals,
small businesses and large companies — benefit from new providers and

ways of delivering legal services?

Some consumer s may benefit whilst others may be disadvantaged.
Consumers may have accessto legal advice of a credible standard via
call centresor theinternet or viain storeor similar outlets. Some
traditional smaller firmswhich manage to survive the recession may
be forced out of business. Other firms may use outside capital asan
opportunity to expand their geographic and practice breadth and
depth and to attract new teams and individuals. SMEs may gain
access to legal advice that they cannot currently afford using
traditional business models. Aslarge brands develop there may be a
greater focuson client service, client satisfaction and customer
feedback as a means of protecting and developing the new supplier’s
investment in itsbrand. Therewill be intense competition on the
“retail” end of the market which will drive consistency, efficiency as
well as competition on pricing. Ultimately the consumerswill decide
which model worksfor them. However, older, less mobile and less
internet savvy consumers may find their already limited accessto legal

services even morerestricted.



Question 7 What opportunities and challenges might arise for law firms, individual
lawyers, in-house lawyers and non-lawyer employees of law firmsasa
result of ABS?

APP A range of opportunities may arise:

A Law firms could mer ge with accountants, property consultants,
estate agents, tax advisersand IFAsto providea
comprehensive serviceto SMEs and mid net worth individuals.
(Many law firms already have associated estate agency and | FA

businesses).

B Law firms may seek long-term investment to grow by merger
or otherwise, to expand their geographic or practice coverage,
to manage a generational transition and to invest in I T and new

oper ating systems.

C Individual lawyers may have a wider choice of career options
which meet their financial and workload aspirations at
different stagesin their working lives. Lawyerswho do not
aspiretotraditional partnership may enjoy clear and
alternative career pathswith the possibility of long-term

incentives such as shar e option plans.

D In house lawyer s may have an opportunity to run businesses
delivering direct, paid for, servicesto consumersrather than

merely to their employer organisation.

However challenges may arisein providing appropriatetraining
modelsfor young lawyer s, managing potential conflicts of interest and
asthe number of law firms may reduce thismay reducethe
availability of traditional legal service models and opportunitiesfor

appropriate legal training in essential disciplines.
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Question 8

APP

What impact do you think ABS could have on the diversity of the legal

profession?

A range of business models may provide different working models
especially for those with family responsibilities (i.e. young children or
aged parents). The ability towork remotely and from home and
access to know how and retraining may help to bring back to the legal
profession many that leave because the existing modelsare

insufficiently flexible.

However the ABS will not be a panacea for addressing the range of
diversity issuesin the profession, whether by referenceto sex, social
background or ethnic origin. Thisbeing said, a wide range of career
options and working practices may give a greater and mor e flexible
range of career options, which should assist in addressing some
existing diversity issues and outside investor s may requir e degr ees of

diversity which firms have not yet achieved.

APP Working Party Response to LSB Paper 4 August 2009 11



Question 9

APP

What are the educational and developmental implications of ABS and what

actions need to be taken to address them?

Some providers may be providing a very limited range of servicese.g.
probate or conveyancing. Thiswill raise issuesasto how new entrants
will achieve the wide range of experience necessary to develop asan all
round professional. Thisisnot an entirely new issue as some existing
law firms only provide a very limited range of services. Thismay be
addressed by more limited qualifications or practising certificates
restricted to the lawyer acting in a defined area of law e.g.
conveyancing. Asthe shape and nature of the profession and the ABS
regime develop the educational and development implications of new
models will need to be kept under constant review if the range and

diversity of skillsin the profession isnot to be unreasonably restricted.
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Question 10  Could fewer restrictions on the management, ownership and financing of
legal firms change the impact upon the legal services sector of future

economic downturns?

APP At the moment law firms are owned and managed by the partners
with thelimited use (except in the larger firms) of professional
management. Firmsare financed by bank debt, deferred profit
distributions and partner capital (often funded by a bank). Generally
it istax disadvantageousto leave retained earningsin the business.
Indeed the model under which a partner joinsa firm and pays nothing
except his capital, takes hisor her income on an annual basisand
leaves with nothing (other than thereturn of the original capital)
encour ages a focus on immediate income and annual pr ofit
distributionsrather than investing in the firm for longer term capital
gain. Accordingly many firms are under capitalised and thisis
becoming particularly apparent in therecession asmore cash istied
up in work in progress and debtorsand less cash isretained in the
firm asareserve against partnersfuturetax liabilities. At the same

time, the banks are less amenable to increase wor king capital facilities.

New models may provide accessto larger, better capitalised and
professionally run organisations. In a corporate vehicle profits can be
retained in arelatively tax efficient manner to fund future growth and
to provide a cash cushion in the event of a downturn. Corporates may,
of course, take more “decisive” action in a downturn by reducing

lawyer headcount or closing an under performing business.

Conversely highly leveraged models may be more exposed to an
economic downturn. Also, a businesswhich ispart of a much larger
organisation may encounter difficultiesif the parent’s other businesses
suffer in another downturn. Theremay also be less bonds of loyalty
wher e firms move from a partnership to a cor porate model, with
individualsin a cor porate mor e ready to seethe businessfail in the

event of economic pressures.
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Question 11  What are the key risks to the regulatory objectives associated with opening
the market to ABS and how are they best mitigated?

APP Thekey risk is maintaining the supremacy of the lawyer’sduty to his
or her client. Accordingly any actual or perceived issuesasto the
independence of the adviser and the absence of conflicts of interest
between either the client and the service provider or other clientswill
need to be carefully preserved. However these are not new issues and
have been managed by service providersand their regulators (with
varying degrees of success e.g. the Miners Compensation caseswhere
it appearsfirmswerenot acting in their clientsbest interests) in the
past. Accordingly it isimportant that any rulesto ensure
independence and the absence of conflicts are proportionate and do
not discriminate between the various business models (whether an
ABS, standard solicitors' firm or barristers chambers) so asto

provide an unfair or inappropriate competitive advantage.

Consolidation of the legal market, whilst opening the market up to a
range of delivery models, may in certain locations reduce consumer

choice (by way of analogy Tesco v the corner shop).

If consolidation reducesthe priceto the consumer then the consumer
will benefit. The potential downsideisthat a consumer’sfirst point of
contact may be a partially trained paralegal rather than qualified
lawyer and as aresult the full impact of the consumer’s problem may
not be appreciated although in some existing law firm modelsthisis
already the case. However the consumer will have accessto cost
effective, timely advice in under standable terms ther eby helping to
demystify a range of legal issues.

Thekey regulatory concern must be transparency, so that the
consumer can beinformed asto the ownership and hence potentially

competing interests of his“ service provider” of choice. Firmsshould
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be willing to work with the regulatorsto allow for open disclosure.
These issues will also be of concern to those larger firmswith
international practiceswhere, in some locations, local regulation or

taxation issues might not allow third party investment.

APP Working Party Response to LSB Paper 4 August 2009
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Question 12 Arethere particular types of business structure or model, which you

consider to present a particular risk to the regulatory objectives?

APP If, for examplean ABSisowned by a major bank it will be
inappropriate for that ABS to advise on products (e.g. mortgages)
provided by itsowner. However, other than obviousissues of this sort
we do not believe that it istherole of the L SB to define which business
structure or model isacceptabletoit. If the L SB adoptsa principles
based approach to regulation, specific guidance may berequired if a
particular business structure, in practice, creates specific risksand the
L SB and thefront lineregulatorswill need to be alert to any real risks.
Thekey to successful regulation will be consistency openness and

transparency.

A further issue ariseswhere an ABSis subject to thejurisdiction of
mor e than oneregulator (or jurisdiction) e.g. if accountantsand |FAs
areinvolved. Theinter-relation of theregulatory requirements may be
a challenging issue but once again we would urgethat whatever the
structurethere should not be a regulatory competitive advantage or
disadvantage of any particular structurein the absence of specific and

real risksto the consumer.
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Question 13  What conflicts of interest do you think might arisein relation to ABSs and
how should they be managed?

APP See answer to 12.

Themain issueisa potential conflict of interest between theinterests
of the consumer and theinterests of the owner of the business.
Certain work in which the owner of the ABS has an interest may not
be undertaken for clientsof the ABSor only undertaken if strict
compliance steps aretaken and the client isin a position to make an

infor med decision.

It isunlikely that other entirely new issueswill arise. For example
concer ns have been expressed about a lawyer referring work to an

I FA or accountant within an ABS. However, in principlethisissue
already ariseswhen alawyer refersa client to one of hisor her
colleagues or to another office of the firm (at home or abroad or to an
associated financial services or estate agency business). In such
circumstances a lawyer making any such recommendation should act
in the best interest of the client rather than the firm. Accordingly,
provided the client isawarethat the various professionals oper ate
within one ABS it isunlikely that other, entirely novel, conflicts will

arise.

Potential conflict issues may ariseif an investor owns or controls more

than one provider of legal services.
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Question 14 How should licensing authorities approach entity-based regulation and

APP

what are the main differences from the traditional focus on regulating

individuals?

We would suggest that for entity based regulation it will be
appropriate to ensurethat the ABS has an appropriately qualified
Head of L egal Practice and that the ABS has appropriate systems and
proceduresin place which arerigorous and cover issues such as staff
selection, staff training, client acceptance procedures, allocation of
client matter sto those with the appropriate experience, client care and
client complaints. If thereisa system failurethan the entity itself (and
itsH of LP) may be held accountable.

It isimportant that entity based regulation does not reduce the sense
of responsibility of individualsto act ethically and responsibly so it
should be clear that individual failings by lawyers (including failureto
supervise) may result in action being taken against the individual

personally whether or not action isalso taken against the ABS.

Many largefirms, in reality, will not notice any difference. They know
that their firm’sreputation and goodwill istheir major asset and that
any disciplinary action taken against an individual in the firm reflects

badly upon and potentially damagesthe firm.
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Question 15 Do you agree with our view that licensing authorities should take a risk-

APP

based approach to regulation of ABS, and if so, how might thiswork in
practice?

Yes, it isvery important that any regulation isdesigned to addressreal
risksrather than fanciful hypotheticals, and that resourceis focused

on the high risk areas.

We would envisage the establishment of a number of core principles.
Detailed regulation may be necessary in specific areas but these should
clearly relate back to therelevant risk and be proportionate and
relevant and clearly designed to mitigate the perceived risk rather

than to prefer one means of operating a legal services business over
another. The use of no-action lettersand similar approaches
(provided the processistransparent) may help to reduce the need for
very detailed and prescriptive regulations but allow the regulator to be
responsive as and when the need arises. What will also beimportant is
consistency in advising on different ABS models which will allow
investor s to have confidence in the structures which they adopt.

A risk-based approach allowsthefront line regulatorsto focus on the
areaswhich create the greatest risk to the consumer whereasthe
current blanket approach does not appear to focus resour ces upon

areas of the greatest real concern.
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Question 16  What is your preferred balance in regulating ABS between afocus on high

level principles and outcomes and a more prescriptive approach?

APP See answer to 15. Wewould prefer a clear balance on high level
principles and outcomes. We acknowledge that mor e detailed and
prescriptive rules may occasionally be necessary but when proposing
these the question should always be put “do these ruleshelp to
advance the high level principle, arethey addressing a real issue and
arethey proportionate to the mischief and its prevalence which has
been identified?”. Theregulatory regime should encourage and not
discour age the development of ABS structures. The regime should
also encourage a level of open discussion between the regulators and
those they regulateto ensurethat any regulatory intervention is

necessary and proportionate.
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Question 17 What are the advantages and disadvantages of a requirement on ABSto

APP

APP Working Party Response to LSB Paper 4 August 2009

have a majority of lawyer managers?

The advantage of a majority lawyer managersisthat the ABS will
clearly be seen asa provider of legal servicesunder the control of
individuals who will be personally accountable to their regulatorsfor

their actions.

The disadvantage of such an approach isthat it potentially reduces
significantly the range of business models available. For example a
law firm may wish to link with accountantsand |FAsin a three way
mer ger to provide a complete serviceto SM Es and medium net worth
individuals. Why should such a business have a majority of lawyer
manager s? Why do the other members (who are also regulated

professionals) have to assume a minority position?

It also needsto be appreciated that owner ship and management are
two different things. An owner will still retain the power to remove
the management so could replace the management with more
“compliant” individuals. It should also be appreciated that sheer
numerical advantage is not necessary to exer cise control. A strong
strategic leader will often get hisor her way irrespective of the voting

balance.
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Question 18 What are your views about how licensing authorities should determine
whether a person is a“fit and proper person” to carry out their dutiesasa
HoLP or aHoFA?

APP Thesearevery important roles and these individuals will carry out key
functionsboth in terms of the internal controlsand in establishing the

credibility and sustainability of new business models.

Accordingly the licensing bodies should be looking for individuals with
a depth of experience and a level of personal probity which reasonably
satisfiesthelicensing authorities that they will satisfactorily perform
their rolesand effectively and constructively engage with thelicensing
authority. It may bethat such people should initially be so authorised
for an initial “probationary” period of, say, two to three yearsbefore
such statusis made permanent. Although, even then, theregulator
would have power to decide that the person was no longer “fit and

proper”.

TheH o LP should clearly be a lawyer with relevant experience
(probably at least fiveyears post call or admission) in the area of
operation of the ABS. Preferably the person should also have a level
of leader ship experience and credible management skills. The SRA
already has a requirement that at least one member of a recognised
body should be* qualified to supervise” and it may be appropriate to
develop this concept further.

TheH o FA may often be a qualified accountant but will need to show
acredibletrack record of financial experience and administration

experience appropriateto the size and scope of the or ganisation.

In both cases formal qualification may belessrelevant than
experience, personal probity and a clear under standing of therole and
responsibility that they are undertaking and the consequencesfor the

consumer of contracting for servicesfrom an ABS
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Question 19 What is the right balance between rejecting “ higher-risk” licensing
applications and devel oping systems to monitor compliance by higher-risk
licensed bodies?

APP The LSA isa piece of enabling legidation so asa general principleit
should not stifle new business models. However theregulator hasa
duty to act in theinterests of consumers. We believe that any
applicationsto practise (whatever business model is used) should be
subject to rigorous assessment that the owners and manager s of the
businessare “fit and proper”, that they will act in the best interests of
their clientsand that they have or will have appropriate complaints
systemsin place.

If an applicant meetsthese tests then they should be licensed although
thelicences could belimited to certain types of work, at least for an
initial period.

If higher risk models areidentified the regulator will need to be more
vigilant asto the effective monitoring of the organisation and be
prepared to take timely remedial action when appropriate. There has
been a concern for sometimethat the SRA hasinsufficient
experienced staff, and istoo reactive and slow to currently perform
thisrole effectively. It isessential that any new structures are subject
to effective, timely and relevant regulation and have a consistency of
approach. If thisisnot achieved from the start the whole credibility of
thereformswill bein jeopardy. However regard hasto begiventoa
regulatory level playing field and so additional regulatory
requirements should only beimposed to addressreal and serious

consumer protection issues.
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Question 20 How should regulators ensure alevel playing-field between regulated legal

APP

practices and licensed bodies?

If high level regulation isadopted these should apply acrossall
providersof legal services. Front line regulatorsshould be
discouraged from “gold plating” their own rules and from making it
difficult or indeed impossiblefor their regulated per sonsto operatein
an ABSor LDP. Indeed to do so would run counter to theintent of the
LSA.

We believeit may be necessary for the L SB to take a clear lineand to
be prepared to intervene by refusing to approve rulesthat are
inappropriate or, as a draconian option, to threaten to removethe

front line regulator s status as such.

If certain key criteria are agreed, for example, over client money or
professional indemnity cover age, there should be no advantage asto

which regulator isused in terms of the minimum acceptable criteria.
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Question 21 How should licensing authorities approach the access to justice condition,
and do you agree that it is unlikely that many licenses should be rejected
on the basis of the condition?

APP Thewholeissue of what constitutes “accessto justice” is problematic.
Isaccessviathetelephone or via the internet sufficient or doesit
requir e face to face contact with a qualified lawyer? This has already
changed in recent years, especially in relation to publicly funded work,
and will develop further as consumer expectations and needs develop.
Many commer cial organisations now have sophisticated complaints
handling and Ombudsman schemes with a view to settling disputes
early and avoiding recour seto the courts. Surely, in general, such free
and relatively quick schemes help the consumer achieve redress and

hence “accesstojustice’.

“Accesstojustice” isa broad concept and needsto be delivered with
care. It would be completely inappropriate, for example, for a probate
businessto allocate lawyersto work on criminal matters. They would
not have theright skillsand it would be dangerousfor them to dabble
in disciplinesin which they do not have appropriate experience.

Indeed there must be a concern that, especially in a recession, lawyers
arecurrently tempted to operate outside their sphere of expertiseto

maintain their feeincome.

It would also be difficult to imposerestrictionsrequiring afirmto
maintain officesin certain locations or to maintain a specified range of

retail services.

The whole purpose of the L SA wasto per mit new service modelsto
develop according to market demandsfor the efficient provision of
legal services. Inevitably thiswill mean that some businesses based on
existing modelswill fail (although many are already failing dueto the
recession). Some new modelswill almost certainly take advantage of

call centresand internet technology. Accordingly for “accessto
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justice” purposesit isnot clear that a physical lawyers’ office will be

appropriate or economicin every high street acrossthe country.

We would encour age, however, all providersof legal servicesto have
and to develop a commitment to pro bono servicesin itsvarious forms.
We doubt however that thisshould be a necessary pre condition of a

licence.

On balance we fear that accessto justice conditionsto licences will
impede the level of change needed in the provision of legal servicesand
paradoxically could, by leaving lawyersto operatein under capitalised
and failing business models, indeed reduce access to justice still
further.
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Question 22 How should licensing authorities give effect to indemnification and

APP

compensation arrangements for ABS?

The L SB should identify certain core standards, for professional
indemnity cover and malfeasance compensation schemes. If the
licensing authorities significantly depart from these standardsthe
playing field will ceaseto belevel, so gold plating may need to be
avoided. For PI cover the position isreasonably straightforward as
firmswith poor internal systemsor an unsatisfactory claimsrecord
will pay more or be unableto obtain cover and will be forced out of
themarket. A compensation fund may be more problematic asit
penaliseswell run firmsfor the wrongs of other firms. Thismay cause
tensionswith licensing bodies. For exampleif small solicitorsfirms
result in many such claims (and they seem to berising alarmingly at
the moment) this may encouragethelarger law firms (say the top 50)
to promote a new regulatory body which will then impose a higher
burden on theremaining firms. Conversely however this may

encour age the consolidation and change in the profession.
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Question 23  How should complaints-handling in relation to legal services provided by
ABS be regulated?

APP The ABSwill inevitably be a complex animal asit may include
businessesregulated by arange of regulators. It isessential that there
areno gapsin theregulatory regime so that consumers ar e always
ableto pursue complaints against an ABSin a coherent and

under standable manner .

It may bethat an ABS will need to make clear in relation toitslegal
servicesrolethat thefirst contact should betheH o LP and then if
necessary the OLC. It will need to be considered how using the
“polluter pays’, model an ABSwill be assessed for its contribution to

such a scheme.
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Question 24  How should licensing authorities approach the “fit to own” test and how

APP

critical isit in mitigating the risk of the regulatory objectives of promoting

lawyers' adherence to their professional principles?

Thefit to own test has been used in banking and other regulated
businessesfor sometime. It will be appropriate to have a credible
threshold for thetest say 5%, 10%, 15% or 20% ownership being
equity ownership, voting rightsor other similar businessinfluence.
The probity of the ownersand their under standing and acceptance of
the professional principlesto which the business will be subject is
essential. Alsotheir other businessinter ests which may causereal
conflicts of interest will need to beidentified and addressed. However
these procedur es should not be too cumber some and should not deter
credible listed companies from developing into legal servicesor from
private equity, “angel” or other investors participating in the market.
If the approval processistoo restrictive thelegislative intent of the

L SA will be defeated.

Special consideration may berequired in relation to over seas owners
astothelevel of transparency of their business activities and

owner ship structure, and the quality of their financial reports.

It istheH of LP who will have primary responsibility for institutional
regulatory compliance and it will beimportant to understand the
different roles and responsibilities of managersand owners of

businesses.
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Question 25 Arethere any particular risks to the regulatory objectives that arise from

could arise from ABS offering non-reserved legal services?

APP Given that the range of reserved legal servicesand non reserved legal
servicesis somewhat arbitrary it isinevitable that many ABSs will
offer non reserved services. Indeed, these may constitute the vast
majority of their legal servicesoffering. Thereisno consumer
protection rationale for the distinction between reserved and non
reserved legal services and many countries have fundamentally

different definitions of reserved legal services.

Provided that the non reserved legal servicesareregulated (asin the
case of traditional law firms) and subject to the same conflicts, PI
complaints and other protectionsthereisfundamentally no difference

with thetraditional law firm model.
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Question 26 What are the risks to the consumer associated with the delivery of legal
services by special bodies and which more general risks are less relevant to

these bodies?

APP Special bodies have a key roleto play in accessto justice especially to
vulnerable parts of the community. However the regulatory regime
should not confer an unfair advantage for such special bodies. As
many may oper ate on a not for profit basisit may beinappropriateto
subject them to extensive regulatory requirements. However if they
are purporting to provide legal advice they should be subject to rules
asto Pl, a compensation fund and lawyer competence/complaints. If
they are not handling client money it may be possibleto reduce or
exclude compensation fund requirements. However if these providers
are charging for advice a higher level of service may be expected. The
key hereisthat the consumer knowswhat level of advice heor sheis
getting, the qualification of the person providing it and the consumers

level of redressif the adviceiswrong or incomplete.
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Question 27 Isit in the consumer interest to require special bodies to seek alicence, and
if so, what broad approach should licensing authorities take to their
regulation?

APP See answer to 26. On balance we believe that licensing is appropriate
but depending upon the scope of operation of the special bodies a
lighter touch may be applied provided the consumer is made awar e of
the different level of service and responsibility it can expect from such

a special body.

Question 28  Arethere any other issues that you would like to raise in respect of ABS

that has not been covered by previous questions?

APP No
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