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ACCESSTO JUSTICE ACT 1999

EXPLANATORY NOTES

FUNDING OF LEGAL SERVICES (PARTSI & 11, SECTIONS 1-34)

Summary

20.

21

22.

TheAct reformsthelegal aid systemin England and Wales, and amendsthelaw relating
to conditional fee agreements between lawyers and their clients, and the award of costs
between the parties to litigation. It also makes minor amendments to the legal aid
scheme in Scotland.

The Government’ sintention is to increase access to justice, by:

» reforming the legal aid scheme, which provides public funding for legal services,
in order to ensure that resources can be allocated in a way that reflects priorities
and to secure better value for money;

» co-ordinating central Government funding with funding from other sources, in
particular local authority grants to advice centres, to ensure that the available
resources are used to the best effect overal; and

e extending the scope and improving the operation of conditional fees, in order to
allow more people to fund litigation privately.

The Act replaces the existing legal aid system with two separate schemes for funding
services in civil and criminal matters. These will be known as the Community Legal
Service and the Criminal Defence Service respectively. Both schemes will be run by
anew body, the Legal Services Commission, which will replace the Legal Aid Board.
Both will securelegal servicesfor people who need them largely through contractswith
quality assured providers. But the Commission will also be able to make grants and
loans, and employ staff to provide services directly.

Community Legal Service

23.

The Legal Services Commissionwill have two main dutiesin respect of the Community
Legal Service (CLS).

* It will manage a Community Legal Service fund, which will replace lega aid
in civil and family cases. The CLS fund will be used to secure the provision of
appropriate legal services, within the resources made available to it and according
to priorities. A Funding Code, drawn up by the Commission and approved by the
Lord Chancellor, will set out the criteria for deciding whether to fund individual
Cases.

The Lega Aid Board published a draft Funding Code for consultation in January
1999. Theclosing date for commentswas 30 April 1999. Copies of the draft Code can
be obtained from the Legal Aid Board, 85 Gray's Inn Road, London, WC1X 8AA.
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e The Commission will also take the lead in devel oping the wider Community Legal
Service. It will co-operate with local funders and others to develop local, regional
and national plans to match the delivery of legal services to identified needs and
priorities.

The Lord Chancellor's Department published a consultation paper about the
Community Legal Servicein May 1999. Copies can be obtained by phoning 0171 210
0733/1325. The closing date for commentsis 30 July 1999.

The development of the CL S depends on the formation of Community Legal Service
Partnerships (CLSPs) in each loca authority area. These do not require specific
provisionsinthe Act. Each CLSPwill provideaforum for thelocal authority, the Legal
Services Commission, and others, jointly to plan and co-ordinate funding of local advice
and other legal services, ensuring that delivery of these services better matches local
needs.

Overall, the creation of the Community Lega Serviceisintended to:

* makebest useof all theresourcesavailablefor funding legal services, by facilitating
a co-ordinated approach to planning;

e improve value for money through contracting and the development of quality
assurance systems,

» establish a flexible system for alocating central Government funding in a
transparent way within a controlled budget, so as to provide legal services where
they are judged to be most needed; and

* ensure that the scheme is capable of adapting to meet changing priorities and
opportunities.

Criminal Defence Service

26.

27.

28.

29.

The purpose of the Criminal Defence Service (CDS) isto securethe provision of advice,
assistance and representation, according to the interests of justice, to people suspected
of acriminal offence or facing criminal proceedings.

The Legal Services Commission will be empowered to secure these services
through contracts with lawyers in private practice, or by providing them through
salaried defenders (employed directly by the Commission or by non-profit-making
organisations established for the purpose). This will necessarily mean that suspects
and defendants' choice of representative is limited to contracted or salaried defenders,
although the intention is to offer a choice in al but exceptional cases (see paragraph
114 below). All contractors will be expected to meet quality-assurance standards; and
contracts will, wherever possible, cover the full range of services from arrest until the
case is completed. (The current arrangements for criminal legal aid are fragmented:
a person can receive assistance in respect of the same alleged offence under several
separate schemes, each resulting in a separate payment for the lawyersinvolved.)

Therewill beatransitional period while contracts are developed and extended to cover
the full range of services. The Commission will therefore be able to pay lawyers on
acase by case basis for representation provided on a non-contractual basis, according
to remuneration scales set by order (that is broadly on the same basis as the current
criminal legal aid scheme).

The Commission will gradually take over the functions currently undertaken by the
higher courtsin respect of criminal legal aid. At first, Court Servicestaff will continueto
determine costsin most Crown Court cases; but the number of cases dealt with like this
will diminish asthe Commission increasesthe proportion of cases covered by contracts.
Court staff will aso continue to determine costs in cases before the Court of Appeal
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(Criminal Division) and the House of Lords; the scope for the Commission to contract
for these cases as well will be considered in due course.

As now, the courts will grant representation under the scheme to defendants according
to the interests of justice. But the courts will no longer have to conduct a means test as
well before granting representation. Instead, at the end of a case before any court other
than amagistrates’ court, the judge will have power to order adefendant to pay some or
all of the cost of his or her defence. The Commission may investigate the defendant’s
meansin order to assist the judge. Theintention isto abolish the system of meanstesting
every defendant, which the Government considers an ineffective and wasteful aspect of
the current scheme, while ensuring that in the more expensi ve cases defendants continue
to pay towards the cost of their defence when they can afford to do so.

Under the current criminal legal aid scheme, most defendants (about 95%) are not
required to make a contribution to their defence costs. Those who do contribute and
are acquitted usually have their contributions returned. The cost of means testing and
enforcing contribution orders is high in relation to the contributions recovered. In
1997/98, criminal legal aid contributions totalled £6.2 million, while the direct cost of
administering the system was about £5 million. Means testing also leads to delays in
cases being brought to court, because cases have to be adjourned when the evidence
reguired to conduct the test is not produced.

Conditional fees etc.

32.

TheAct reformsthelaw relating to conditional feesand “ after the event” legal expenses
insurance (see paragraphs 46 & 48 below). It will enable the court to order a losing
party to pay any uplift on the successful party’slawyers normal fees and any premium
paid by the successful party for insurance against being ordered to pay the other side's
costs. Theintention isto:

* ensure that the compensation awarded to a successful party is not eroded by any
uplift or premium - the party in the wrong will bear the full burden of costs;

* make conditional fees more attractive, in particular to defendants and to plaintiffs
seeking non-monetary redress - these litigants can rarely use conditional fees now,
because they cannot rely on the prospect of recovering damages to meet the cost
of the uplift and premium;

e discourage weak cases and encourage settlements; and.

» provide a mechanism for regulating the uplifts that solicitors charge - in future,
unsuccessful litigants will be able to challenge unreasonably high uplifts when the
court comes to assess Costs.

Background

Legal Aid

33.
34.

35.

The present schemeis contained in the Legal Aid Act 1988.

A common feature of existing civil and criminal legal aid schemes is that expenditure
on them is demand-led. Any lawyer can do legal aid work for a client who passes the
relevant means test (if any), and whose case passes the statutory merits test (in the
case of civil legal aid), or the interests of justice test (in the case of criminal legal aid).
Lawyers are paid on a case-by-case basis, usually at rates or fees set in regulations, but
in some cases on the same basis as a privately-funded lawyer.

This meansthat there are few mechanisms or incentives for promoting value for money
or assuring the quality of the services provided; and that neither the Government nor
theLegal Aid Board isableto exert adequate control over expenditure or determine the
priorities for that expenditure.
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Over the last 6 years, total net expenditure on legal aid has increased by £529 million,
from £1,093 million in 1992/93 to £1,622 million in 1998/99, a rise of 48%. This
compares with general inflation of 16% over the same 6 years. Meanwhile, the total
number of people helped by legal aid increased by 7% to 3.5 million. Over the same
period, spending on civil and family legal aid rose from £463 million to £659 million,
an increase of 42%, while the number of people helped fell by almost 30%. The average
gross cost of civil or family cases rose by 86%, from £1,739 in 1992/93 to £3,239 in
1998/99. Spending on criminal legal aid rose by 50% from £418 millionto £625 million,
while the numbers hel ped increased by 11%. The average cost of a criminal case went
up by 8% in the magistrates' courts and 53% in the Crown Court.

Quality assurance and contract pilots

37.

38.

39.

40.

41.

42.

Since August 1994, the Legal Aid Board has operated a voluntary quality assurance
scheme, known as franchising. Currently, some 2,900 solicitors' firms have franchises
in one or more of the 10 subject categories in which they are awarded (criminal,
family, personal injury, housing etc.) Over 3,100 further applicationsfor franchises are
pending. The Board is continuing to devel op the franchising scheme, and introduce new
categories, in order to underpin the move to a generally contracted scheme under the
reformsin this Act.

In 1994, the Board set up a pilot scheme that showed that non-profit-making advice
agencies could provide legaly-aided advice and assistance to the same standard
as solicitors' firms. In October 1996, a second stage of the pilot was established,
involving a larger number of agencies, to develop systems for contracting for advice
and assistance work.

In November 1996, the Board began to pilot contracts with solicitors' firmsto provide
adviceand assistancein civil matters. A pilot of contractsto provide mediationinfamily
cases under thelegal aid scheme commenced in May 1997. A pilot covering advice and
assistancein criminal cases began in June 1998, and was extended in February 1999 to
cover representation in youth courts.

Since October 1997, the Board has set up a Regional Legal Services Committeein each
of its 13 Areas to advise it about priorities for contracting.

The Government has announced that al civil advice and assistance, and all family work,
will be provided exclusively under contract from January 2000. Only organisations
with arelevant franchise will be eligible to bid for these contracts. Also, anew clinical
negligence franchise came into effect in February 1999; and from July 1999 only firms
with that franchise will be able to take these cases under the legal aid scheme.

Four documents published by the Legal Aid Board explain aspects of the approach to
contracting:

* Legal Aid Quality Assurance Franchise Standard. Third Edition. Draft for
Consultation, Legal Aid Board, September 1998.

» Reforming the Civil Advice and Assistance Scheme. Exclusive Contracting - The
Way Forward. Report Following Consultation, Legal Aid Board, October 1998.

e Exclusive Contracting of legal advice and assistance for civil matters and
certificated legal aid for family/matrimonial matters. Contract documentation,
Legal Aid Board, April 1999.

* Access to Quality Services in the Immigration category. Exclusive contracting.
Recommendationsto the Lord Chancellor, Legal Aid Board, May 1999.
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Advice sector

43.

There are over 1,500 non-profit-making advice agencies in England and Wales. They
receive their funding from many different sources, mainly local authorities, but also the
National Lottery Charities Board, central Government, the Legal Aid Board, charities
and business.

The provision of advice services is not spread consistently across the country. Some
areas appear to have relatively high levels of both lega practitioners and voluntary
outlets, while others have little or none. For example, the Legal Aid Board's South
East Area has one Citizens Advice Bureau per 46,000 people, but in the East Midlands
138,000 people share a Citizens Advice Bureau. The Government believes that the
fragmented nature of the advice sector obstructs effective planning, and prevents local
needs for legal advice and help from being met as rationally and fully as possible.

Conditional fees

45.

46.

47.

48.

Section 58 of the Courts and Legal Services Act 1990 allowed the use of conditional
fee agreements in such types of case as the Lord Chancellor specified by order (and
subject to any requirements made by him in regulations). Section 58(10) excludesfrom
the potential scope of conditional feesall crimina and family proceedings.

Conditional fee agreements alow clients to agree with their lawyers that the lawyer
will not receive al or part of his or her usual fees or expenses if the case is lost; but
that, if it is won, the client will pay an uplift to the solicitor in addition to the usual
fee. In July 1995, conditional fee agreements were allowed for alimited range of cases
(personal injury, insolvency and cases before the European Commission of Human
Rights). The maximum uplift that could be charged if the lawyer was successful was
set at 100% of the normal fee. In addition the Law Society recommended that lawyers
should voluntarily limit the uplift to amaximum of 25% of thedamagesif that was|ower
than the 100% uplift of the fee. At the same time, insurance policies were devel oped
which allowed the client to take out insurance to cover the costs of the other party, and
theclient’ sown costs other than the solicitor’ sfees, if the case should belost. Generally
the uplift and the premium are taken from any damages recovered by the client. In July
1998, the Government extended the availability of conditional feesto al civil cases
(excluding family cases).

Sincethe introduction of conditional fees, the common law has been devel oped by two
recent decisions of the courts (Thai Trading Co. (A Firm) v Taylor, [1998] 3 All ER
65 CA; and Bevan Ashford v Geoff Yeandle (Contractors) Ltd, [1998] 3 All ER 238
ChD). In the first of these cases the Court of Appea held that there were no longer
public policy grounds to prevent lawyers agreeing to work for less than their normal
feesinthe event that they were unsuccessful, provided they did not seek to recover more
than their normal feesif they were successful. (The latter was only permissiblein those
proceedings in which conditional fee agreements were allowed). In Bevan Ashford, the
Vice Chancellor held that it was also lawful for a conditional fee agreement to apply in
a case which was to be resolved by arbitration (under the Arbitration Act 1950), even
though these were not court proceedings, provided al the requirements specified by
regulations as to the form and content of conditional fee agreements were complied
with.

In addition, it is now possible for someone contemplating litigation to take out an
insurance policy to cover, in the event that the case is lost, both the costs of the other
party and hisor her own legal costs (including the solicitor’ sfeesif these are not subject
to a conditional fee agreement). Some of these policies were devel oped to support the
use of conditional fee agreements but others are used to meet lawyers' fees charged in
thetraditional way. The Act makes premiums paid for protective insurance recoverable
in costs.
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49, The principles behind the Government’s desire to see an expansion in the use of
conditional fee arrangementswere set out in aconsultation paper, Accessto Justicewith
Conditional Fees, Lord Chancellor’s Department, March 1998.

Commentary

Part I: The Legal Services Commission

The Commission

50.

51.

52.

53.

55.

56.

Section 1: The Legal Services Commission. This section establishes the new Legal
Services Commission, and makes provision for appointments to it. The Commission
will replace the Legal Aid Board. It is considered necessary to establish a new body
to reflect the fundamentally different nature of the Community Legal Service (CLS)
compared to civil legal aid. Within the broad framework of priorities set by the Lord
Chancellor, the Commission will be responsible for taking detailed decisions about the
allocation of resources. It will also be required to liaise with other funders to develop
the CLS more widely.

The Commission will also have awider rolein respect of the Criminal Defence Service
than the Legal Aid Board does in respect of criminal legal aid. The Board has very
limited responsibilities for legal aid in the higher criminal courts.

Section 1 is similar to section 3 of the Legal Aid Act 1988 (“the 1988 Act”), which
established the Legal Aid Board. However, the membership of the Commission will
differ from that of the Board, to reflect a shift in focus from the needs of providers to
the needs of users of legal services. Also, the Commission is to be rather smaller than
the Board: with between 7 and 12 members rather than 11 to 17. Thisis intended to
facilitate focused decision-making.

Section 1(6) gives effect to Schedule 1 (Legal Services Commission) which makes
further provisions about the Commission. Paragraphs 1-10, 12 and 17, concerning the
members, staff and proceedings of the Commission, mirror provisions about the Board
in Schedule 1 to the 1988 Act, except that Treasury consent to arrangements for the
pay, pensions and compensation of members and the staff of the Commission will
not be required. Paragraph 11 provides for the Commission’s administrative budget,
mirroring section 42(1)(b) & (2) of the 1988 Act. Paragraph 13 requiresthe Commission
to provide any information requested by the Lord Chancellor; this mirrors a provision
insection 5 of the 1988 Act. Paragraph 16 requires the Commission to prepare accounts
and provides for them to be audited. Thismirrors section 7 of the 1988 Act, except that
the Comptroller and Auditor General, rather than an appointed auditor, will audit the
Commission’s accounts.

Paragraph 14 requires the Commission to prepare an annual report on the discharge of
its functions. Thiswill be laid before Parliament. It will include areport on the impact
of the Commission’s activities on the supply and development of legal services within
the wider CLS. (Section 5 of the 1988 Act provides for the Legal Aid Board’s annual

report).

Paragraph 15 requires the Commission to prepare an annual plan, which will be laid
before Parliament. This will include the Commission’s detailed plans for allocating
the resources available to the CLS fund (see paragraph 68 below). This is a new
requirement. The Legal Aid Board produces annual corporate and business plans, but
these are not statutory documents nor laid before Parliament.

Part Il of Schedule 14 makes transitional provisions for the replacement of the Legal
Aid Board by the Commission. Briefly, it provides that, on an appointed day, the
Commission shall take over al the property, rights and liabilities of the Board. Staff of
the Board will automatically become staff of the Commission, and their employment
and pension rights are preserved.
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The intention is that the provisions of the 1988 Act will remain in force for any cases
that have already started when the new schemes comeinto effect. The Commission will
be responsible for the continued administration of these cases.

Section 2: Power to replace Commission with two bodies. This section allows the
Lord Chancellor, by order subject to Parliamentary approval under the affirmative
resolution procedure (by virtue of section 25(9)), to split the Legal Services
Commission into two separate bodies, one responsible for the Community Legal
Service and the other for the Criminal Defence Service.

This allows for the possibility that, because of the different nature and objectives of
the two schemes, it may prove more effective in the longer term to administer them
separately. It would not be practicable to set up two bodies from the outset. This is
because of the need to retain, in substance, the existing infrastructure and expertise of
the Legal Aid Board to manage the transition from legal aid to the two new schemes.
This involves both administering existing cases under the old scheme and developing
contracting as the principal means of procuring services under the new schemes.

There is no definite intention to split the administration of the two schemes in future.
Rather, the intention is to review the situation once the new schemes are firmly
established, probably after about 5 years.

Section 3: Powersof Commission. This section givesthe Lega Services Commission
similar general powers to those presently enjoyed by the Legal Aid Board (section 4 of
the 1988 Act). These powers will allow the Commission to do whatever it believesis
necessary in the discharge of its functions. Later sections exemplify the waysin which
the powers may be used in the provision of specific services (see sections 6(3), 13(2)
and 14(2)).

Section 3(4) provides that the Commission may delegate its functions to others. For
example, it might delegate to contracted providers certain decisions about the funding
of particular cases (much asthe L egal Aid Board del egates some decisionsto franchised
firms now). Section 3(5) empowers the Lord Chancellor to make orders about whether
and how the Commission should delegate certain functions. For example, he might
make an order requiring the Commission to monitor the decisions made by providers
under a delegation.

The Community Legal Service

63.

65.

Section 4: The Community Legal Service. This section requires the Legal Services
Commission to establish, maintain and develop the Community Legal Service (CLS).
It sets out the purpose of the CLS and defines the services which may be provided
under the CL S. Theserangefrom the provision of general information about the law and
legal servicesto providing help towards preventing or resolving disputes and enforcing
decisions which have been reached (section 4(2)). The scheme will encompasses
advice, assistance and representation by lawyers (which have long been available under
the legal aid scheme), and also the services of non-lawyers. It will extend to other types
of service, including for example mediation in appropriate family or other cases.

Section 4(3) provides that the CLS does not cover services funded as part of the
Criminal Defence Service, in order to avoid any overlap between the two schemes.

The purpose of the CLS (section 4(1)) is in two parts, reflecting the Commission’s
two key roles. First, the Commission will facilitate the development of the wider CLS,
by working with other funders of services, such as local authorities, to plan for the
most appropriate use of available resourcesin order to match the provision of services
to identified needs and priorities. Section 4(6) describes this function further. The
intention is to build on the work already being carried out by the Legal Aid Board's
Regional Legal Services Committees in order to establish systems for determining (i)
the need for legal services at regional level, and (ii) the ability of providersto supply
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those services, to the required standard, within the available resources. Secondly, the
Commission will itself fund the provision of services through the CLS Fund (whichis
described further in section 5).

The Commission will help to ensure that the services provided are of a high quality
by setting and monitoring standards and establishing quality accreditation systems
(section 4(7) & (8)). The intention is that only accredited providers will be eligible
for funding from the CL S fund and that other funders of legal services will be able to
impose a similar requirement. Section 4(9) makes clear that the Commission (and any
bodiesit authorises) may charge fees to cover the cost of providing accreditation.

Section 4(10) empowersthe Lord Chancellor to give the Commission orders about how
it should exercise its functions under subsections (6)-(9). There are similar powersin
relation to the Commission’ s other main functionsin sections 6(4), 13(3) and 14(3)(b).

Section 5: Funding of services. This section establishes the CLS fund and the
mechanisms by which the Lord Chancellor will provide resources for the fund. Each
year, as part of the general public expenditure planning process, the Lord Chancellor
will set an annual budget for the CLS fund. Thiswill take account of the receipts from
contributions and other payments expected under the regulations made under sections
10 and 11, with the balance of the budget provided by the Lord Chancellor from money
voted by Parliament. The CLS fund will therefore not be open-ended in the way that
the legal aid fund is now.

Section 5(2)(a) providesfor the Lord Chancellor to determine how much to pay into the
CLS fund. (Section 5(3) requires him to take account of the assessment of need made
by the Legal Services Commission under section 4(6).) Section 5(2)(b) providesfor the
practical arrangements for paying that money into the fund — this will be by regular
instalments throughout the year to meet immediate outgoings. Section 5(4) requiresthe
Lord Chancellor to lay a statement of the budget he determines before Parliament. This
would also require him to publish any redetermination, should it ever be necessary to
change the budget during the course of afinancial year.

Section 5(6) empowers the Lord Chancellor to direct the Commission to use specified
amounts within the fund to provide services of particular types. Theintention isthat the
Lord Chancellor will divide the fund into two main budgets, for providing servicesin
(i) family and (ii) other civil cases, while allowing the Commission limited flexibility to
switch money between thetwo areas. The Lord Chancellor may set further requirements
within these two budgets, by specifying the amount, or the maximum or minimum
amount, that should be spent on, say, services from the voluntary sector, mediation, or
cases involving a wider public interest. In this way, it will be possible to ensure that
resources are allocated in accordance with the Government’ s priorities.

Section 5(7) places aduty on the Commission to aim to obtain the best value for money
- acombination of price and quality - when using the resources of the fund to provide
services. Section 4 describes how the Commission will seek to ensure that services are
of high quality. Section 5, in providing for a controlled budget, and section 6 in setting
out the ways, principally contracting, through which services will be procured, provide
the means to control cost.

Section 6: Services which may be funded. This section builds on the general powers
contained in section 3, by setting out the waysin which the Legal Services Commission
may use the CLS fund to provide services. These include making contracts with, or
grantsto, service providersin the private and voluntary sectors; itself providing services
directly to the public, whether by employing staff to provide them or by any other
means, and making grants or loans to individuals so they can purchase services for
themselves.

These flexible powers are intended to give effect to one of the principal objectives of
the reform of publicly funded legal services: that is the ability to tailor the provision
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of services, and the means by which services are delivered, to the needs of local
populations and particular circumstances. They will also allow the Commission to test
new forms of service provision through pilot projects.

Section 6(6) gives effect to Schedule 2 (Community Legal Service: excluded
services) which excludes from the scope of the CLS fund specified types of service
which would otherwisefall within the broad definition provided by section 4(2). Section
6(7) empowers the Lord Chancellor to make regulations, subject to the affirmative
resolution procedure (by virtue of section 25(9)), to amend the Schedule. Section 6(8)
empowers the Lord Chancellor to direct or authorise the Commission to fund services
within the excluded categories in specified exceptional circumstances; or, following a
request by the Commission, to authorise it to fund an individual case. For example,
the Lord Chancellor intends to authorise funding for personal injury cases (which are
generally excluded by the Schedule because most such casesare suitable for conditional
fees) where exceptionally high investigative or overal costs are necessary, or where
issues of wider public interest are involved.

In effect, Schedule 2 defines the scope of the CL S fund for the time being. People (but
not corporate bodies) will be able to obtain general information about any matter of
English law, the English legal system or the availability of legal services. Subject to
any exceptions authorised by the Lord Chancellor, more substantial services will not
be available in the categories listed in paragraph 1. In the categories of case listed in
paragraph 2, it will be possible (subject to priorities) to fund any of the services listed
in section 4(2). For categoriesthat are not listed in either paragraph, it will be possible
to fund any service except advocacy in court or other proceedings.

Corporate bodies are excluded because section 4(1) defines the overall scope of the
Community Legal service in terms of individuals. Section 19 limits the scope of the
scheme to English law.

Subject to the changes described in paragraphs 77 & 78 below, the scope of the CLS
fund will initially mirror the current scope of civil legal aid; but it may be changed over
time. In particular:

e asconditiona fees, legal expenses insurance and other forms of funding develop
more widely, it may be possible to exclude further categories which can generally
be funded privately; but on the other hand

e asresources become available through the greater value for money and control of
spending provided by the new scheme and the devel opment of private alternatives,
it may be possibleto extend the scope of the fund to cover servicesthat are excluded
now because, although they would command some priority, they are unaffordable.

The following changes to the scope of the current legal aid scheme will take effect
immediately. In future, subject to any exceptions that the Lord Chancellor may make,
only general information will be available about the following issues.

» Allegations of damage to property or the person (i.e. personal injury) caused by
negligence, apart from those about clinical negligence. These cases are generally
considered suitable for conditional fees.

e Allegations of malicious falsehood. Legal aid is not currently available for
representation in defamation cases, but it is sometimes possible to get legal aid by
categorising the case as one of malicious falsehood. The Government’ sview isthat
these cases do not command sufficient priority to justify public funding; and, in any
event, they may often be suitable for a conditional fee.

* Thelaw about companies and partnerships and other matters arising in the course
of business. Legal aid isnot availablefor firmsand companies, but asoletrader can
currently get legal aid to pursue a business dispute. Businessmen have the option
of insuring against the possibility of having to take or defend legal action. The
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Government does not believe that the taxpayer should meet the legal costs of sole
traders who fail to do so.

* Boundary disputesand the law relating to trusts. The Government does not consider
that these command sufficient priority to justify public funding.

In addition, funding for advocacy before the Lands Tribunal or Commons
Commissioners will no longer be available. Other services, including assistance with
preparing a case, will continue to be available.

Section 7: Individuals for whom services may be funded. This section allows the
Lord Chancellor to set financial eligibility limits for people to receive services funded
by the CLS fund. It allows him to set different limits, or no limit at all, in different
circumstances or for different types of service case.

In essence, the section re-enacts provisions in the 1988 Act about financia eligibility:
sections 9 (advice and assistance), 13B (family mediation), and 15 (civil legal aid).
There are no immediate plans to make any substantive changes to the present financial
eligibility limits (apart from any upratings to reflect inflation). In due course, the
Government hopes to extend eligibility for advice and assistance to those who can
afford to pay contributions (see Annex A to these Notes).

Section 8: Code about provision of funded services. This section provides for the
Lega Services Commission to prepare a code setting out the criteria for determining
whether services funded by the CL S fund should be provided in a particular case, and
if sowhat servicesit isappropriateto provide. The code will also set out the procedures
for making applications.

Thefunding assessment under the code will replace the meritstest for civil legal aid (set
out in sections 15(2) & (3) of the Legal Aid Act 1988, and supplemented by Notes for
Guidance published annually by the Legal Aid Board). The new assessment isintended
to be more flexible than the existing merits test. It will be possible to apply different
criteriain different categories according to their priority. It will also be possible to take
account of new factors, such as the wider public interest.

Section 8(2) lists factors that the Commission must consider when preparing the code.
The criteriafor funding various types of service in different categories of case will be
defined in terms of these factors. The code will set out which factors are relevant in
a given category, how they should be taken into account, and what weight should be
given to them.

Section 8(3) requires the code to reflect the principle that in many family disputes
mediation is more appropriate than court proceedings. Thisis intended to reinforce the
development, under the Family Law Act 1996, of mediation as a means of resolving
private law family disputes in a way that promotes as good a continuing relationship
between the parties concerned as is possible in the circumstances. The Government
believesthat mediationismore constructivethan adversarial court proceedings, and that
litigation in these cases usualy serves only to reinforce already entrenched positions
and further damage the relationship between the parties. In addition, the cost of court
proceedingsis higher than that of mediation, and additional costs have to borne by the
property of the family, reducing the amount available to the parties and their children
in future.

Section 8(9) empowers the Lord Chancellor to give orders to the Commission about
the contents and operation of the code. Section 25(9) makes such orders subject to
Parliamentary approval under the affirmative resol ution procedure.

Section 9: Procedure relating to funding code. This section provides for the Lord
Chancellor and Parliament to approve the funding code before it takes effect. The
original code and any revisions to it must be approved by the Lord Chancellor and
laid before Parliament. The original code and any revisions which affect the criteria
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for funding cases (as opposed to those parts of the code dealing with procedures
and guidance) must also be approved by an affirmative resolution in both Houses of
Parliament.

Section 9(7) & (8) provides for an exceptional procedure so that urgent changes can
take effect without delay. The Lord Chancellor can certify a change as urgent. That
change then would take effect immediately, but fall after 120 daysif not confirmed by
affirmative resolution.

Section 10: Terms of provision of funded services. This section enables the Lord
Chancellor to set financial conditions to apply to people receiving services funded by
the CLS fund. Subject to two additions, the effect of section 10 isgeneraly to replicate
the provisions of the 1988 Act.

As now, it will be possible to make regulations requiring people to contribute towards
the cost of the services they receive by way of flat rate fees, contributions related to
disposable income and capital, and from any property recovered or preserved asaresult
of thehelp given. In general, theintentionisto replicate the existing regul ations. But the
Government also intendsto consult about anumber of possible changesto the financial
conditions. These are described in Annex A to these Notes.

Section 10 extends the potential scope of financia conditions in two ways (athough
there are no immediate plans to use either of these wider powers).

e Section 10(2)(b) isthe power to set contributions. Unlikethe current Act, this power
does not preclude contributions from income payabl e after the end of the case. This
would make it possible to provide services in some categories of case in the form
of aloan scheme, with contributions continuing until the full cost had been repaid.
Section 10(4)(b) would alow for interest to be added to the outstanding cost that
the former assisted person remained liable to repay.

e Under section 10(2)(c), it will be possible to make the provision of servicesin some
types of cases subject to the assisted person agreeing to repay an amount in excess
of the cost of the services provided in the event that his or her case is successful.
This might make it possible to fund certain types of case on a self-financing
basis, with the additional payments from successful litigants applied to meet the
cost of unsuccessful cases. It would also be possible to provide public funding to
supplement a private conditional fee arrangement. This might be appropriate, for
example, where a case could not be taken under a wholly private arrangement,
because the solicitors’ firm was not large enough to bear the risk of the very high
costs likely to beinvolved.

Section 10(6)(b) provides for regulations about determining the cost of services for
the purpose of applying regulations about contributions and the charge on property
recovered or preserved. Thisis necessary to allow for the possibility of block contracts
which do not define the costs of individual cases, or which are based on an average
price for a set number of cases. Some cases require less work, and some more; and
such contracts would remunerate the service provider on a ‘swings and roundabouts
basis. However, it would often be inequitable to make every assisted person liable to
contribute or repay the same amount (i.e. the average price under a contract covering
many Ccases).

Section 11: Costsin funded cases. This section contains provisions about determining
the award of legal costs between the parties in cases involving persons supported by
the Community Legal Service fund. In effect, it section brings together provisions
which are presently contained in sections 12, 13, 17, 18 and 34(2)(b) of the Lega Aid
Act 1988. Subject to the changes described in Annex A, it isintended to replicate the
position that currently applies under the legal aid scheme.
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Section 11 limits the costs that can be awarded against a person receiving funded
services to an amount that is reasonable given the financial resources of both parties
and their conduct during the case.

This protection may be disapplied by regulations subject to the affirmative resolution
procedure (by virtue of section 25(9)). This might be appropriate where funding was
provided (under section 6(3)(e)) in the form of a grant or loan made directly to the
assisted person, in order to allow them to purchaselegal servicesthemselvesasaprivate
litigant. It would also be necessary to use this power if public funding was used to
supplement a conditional fee agreement (see paragraph 90 above). It would not be
appropriate to prevent opponents in such cases, who would be liable for a success fee
if they lost, from recovering their full costsif they won.

Section 11 aso provides that regulations may, among other things, specify the
principles that are to be applied in determining the amount of any costs awarded for
or against the party receiving funded services; limit the circumstances in which a costs
order may be enforced against the person receiving funded services; and provide for
circumstancesin which the court can require the Commission to meet any costsincurred
by the opponent of the party receiving funded services.

Regulations which limit the circumstances in which costs may be enforced against a
person receiving funded services, or which define the liability of the Commission to
meet the costs of the opponent of a person receiving funded services, are made subject
to Parliamentary approval under the affirmative resolution procedure by section 25(9).
Making these provisions subject to affirmative procedure regulations, rather than in
primary legidation as at present, is intended to provide greater flexibility. This is
necessary to allow for the greater range of ways in which services may be provided
under the Act.

The Criminal Defence Service

97.

98.

99.

100.

101.

Section 12: The Criminal Defence Service. This section requires the Legal Services
Commission to establish, maintain and develop a Criminal Defence Service, for the
purpose of securing that individuals involved in criminal investigations or criminal
proceedings have access to such advice, assistance and representation as the interests
of justice require. The Criminal Defence Service will consist of the advice, assistance
and representation provided under sections 13 and 14.

Section 12(2) defines “criminal proceedings’. These include crimina trials
(subsection (2)(a)), appeas and sentencing hearings ((b)), extradition hearings ((c)),
binding over proceedings ((d)), appeals on behalf of a convicted person who has died
((e)), and proceedings for contempt in the face of any court ((f)). Subsection (2)(g)
allows the Lord Chancellor to add further categories by regulation. This power will be
used, for example, to prescribe Parole Board reviews of discretionary life sentences.

Section 12(3)-(5) empowers the Commission to accredit providers of criminal defence
services, and to charge for that service. This mirrors the provisions of section 4(7)-(9)
for the Community Legal Service.

Section 13: Advice and assistance. This section requires the Legal Services
Commission to provide such advice and assistance as it considers appropriate in the
interests of justice for individuals who are arrested and held in custody, and in other
circumstances to be prescribed by the Lord Chancellor in regulations.

Initialy, it is intended that regulations will provide for advice and assistance in
broadly the categories for which it is currently available to people subject to criminal
investigations or proceedings. These categories include advice and assi stance provided
by duty solicitors at a magistrates’ court, at a solicitor’s office, to a “volunteer” at a
police station or to someone being interviewed in connection with a serious service
offence.
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A serious service offence is an offence under any of the Army Act 1955, the Air Force
Act 1955 or the Naval Discipline Act 1957 which cannot be dealt with summarily or
which appears to an interviewing service policeman to be serious.

Section 13(2) enables the Commission to comply with its duty to secure advice and
assistance by making contracts with, or payments or grantsto, providers(i.e. solicitors
firms, barristers or law centres); by employing people to provide advice and assistance;
by establishing and maintaining separate bodies to provide it; and by making grants to
individualsto allow themto purchaseit directly. Subsection (4) enablesthe Commission
to secure the provision of advice and assistance by different meansin different areasin
England and Wales and in relation to different descriptions of cases.

Theaim of section 13 isto provide the Commission with arange of optionsfor securing
advice and assistance in criminal matters. Contracting with quality assured suppliers
should produce better value for money and give greater control over expenditure
and quality of service. The power to provide services through lawyers employed by
Commission (or by separate bodies it establishes for the purpose) offers additional
flexibility if, for example, there is limited coverage by private lawyersin rura aress.
Using employed lawyers should also provide the Commission with better information
about the real costs of providing these services.

Section 14: Representation. This section requires the Legal Services Commission to
fund representation for individual s granted aright to representation in accordance with
Schedule 3. It enables the Commission to comply with this duty in the same ways
as section 13 does for advice and assistance. The power to make direct case-by-case
payments to representatives (subsection (2)(b)) will allow the Commission to continue
to pay non-contracted lawyers to provide representation during the transitional period
while contracting develops; and possibly after that where this proves to be the best
means of securing the necessary services.

Section 14(3)(a) requires the Lord Chancellor to make remuneration ordersto set rates
for such direct payments. Section 14(5) provides for reviews of, or appeals against,
determinations of fees required for the purposes of aremuneration order.

Section 14(1) gives effect to Schedule 3 (Criminal Defence Service: right to
representation) which deals with the grant of rights to representation. Paragraph 1
provides that a right may be granted to individuals involved in criminal proceedings
as defined in section 12(2) (see paragraph 98 above). Paragraph 1(2) provides that a
right may also be granted to private prosecutors to resist appeals to the Crown Court
by people they had prosecuted in a magistrates’ court. (This mirrors section 21(1) of
the Legal Aid Act 1988).

Paragraph 2 provides that aright may be granted by the court hearing the proceedings
and by other courts prescribed in regulations. In most cases, aright will be granted by
amagistrates’ court and will also cover the caseiif it goes on to the Crown Court. (This
is currently the position under section 20(4) of the 1988 Act.)

Paragraph 2(5) providesfor regulations about when a court must consider withdrawing
aright to representation. The prescribed circumstances are likely to include where the
charges are reduced so that imprisonment is no longer likely, and where the defendant
has refused to co-operate with an inquiry into his or her means (see paragraph 119
below).

Paragraph 5 provides that a right should be granted where the interests of justice
require it, and sets out the factors to be considered in assessing the interests of
justice. The factors mirror those in section 22(2) of the 1988 Act. Paragraph 5(3)
allows the Lord Chancellor to make an order amending the criteria, and paragraph 4
provides for regul ations about appeals. Section 25(9) makes both these powers subject
to Parliamentary approval under the affirmative resolution procedure; the equivalent
powersinthe 1988 Act, sections 22(3) & 21(10) respectively, are subject to the negative
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procedure. Paragraph 5(4) alows for cases in which a right must always be granted.
This power will be used to mirror section 21(3) of the current Act.

Section 15: Selection of representative. This section providesthat defendants granted
aright of representation can choose their representative, restricted only as provided in
regulations under section 15(2). It isintended that regulations (under subsection (2)(d))
will, in due course, provide in particular that a defendant’s choice of representatives
is limited to those holding contracts with the Legal Services Commission. In time,
the Commission will provide al, or nearly all, representation through contracted
representatives.

Itisalso expected that contractswith solicitors’ firmswill cover both initial advice and
assistance (at a police station or elsewhere) and any subsequent representation at court.
Section 15(2)(b) providesthat in prescribed circumstances a defendant may be deemed
to have chosen as representative the person who had previously advised him or her. Itis
important to ensure continuity of representation wherever possiblein order to minimise
delay and avoid the extra cost of instructing adifferent representative. This power only
applies where a suspect chose the duty solicitor or another firm to advise him or her.
Suspectsadvised by aduty solicitor becausetheir chosen adviser wasnot available at the
timewill be allowed to use their original choice as representative in court. Regulations
under section 15(4) will provide that suspects who do not express any preference will
be deemed to have chosen the duty solicitor. Regulations under subsection (2)(f) will
prescribe that defendants may not subsequently change their representative without
goaod reason.

In certain types of complex case - such as serious fraud trials - defendants' choice may
be limited to representatives from panels of firms and advocates specialising in such
cases. Membership of a panel will depend on meeting pre-determined criteria. In this
way, the Commission will be able to ensure that defendants in these exceptional cases
are represented by those with the necessary expertise, experience and resources to do
so effectively.

Section 15(5) provides for regulations prescribing when the Commission may stop
funding adefendant’ schosen representative—in effect, requiring that defendant to make
a fresh choice. This might be necessary, for example, in cases that turned out to be
more complex than originally expected, making it appropriate to require the defendant
to change to a panel member.

Section 15(2)(a) enables the Lord Chancellor to make regulations defining
circumstances where a defendant will not have a right to choose a representative, but
will instead have a representative assigned to them. This power might be used, for
example, to assign an advocate to an otherwise unrepresented defendant charged with
a serious sexual offence against a child. (Defendants charged with certain violent or
sexual offences may not cross-examine child witnesses directly.)

Regulations under subsections (5) and (2)(a) will be subject to Parliamentary approval
under the affirmative resolution procedure (by virtue of section 25(9)).

Section 15(3) secures that regulations under section 15(2) may not provide for
defendants’ choice of representative to be restricted to employees of the Commission
or any bodies it establishes to employ salaried defenders. The intention is that in
most cases there should be a choice between several contracted firms and possibly a
salaried defender. |n some circumstances, for examplewhen arepresentativeisassigned
under subsection (2)(a), it may be that the only person available at the time is an
employee of the Commission. Section 15(3) would not prevent that employee providing
representation; but it would preclude regulations saying that the representative in such
circumstances must always or whenever possible be an employee.

Section 16: Code of conduct. This section provides that salaried defenders employed
by the Legal Services Commission, or by any bodies established by the Commission
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to provide criminal defence services, should be subject to a code of conduct. The
code is to include duties to avoid discrimination; to protect the interests of the
individuals for whom services are provided; to the court; to avoid conflicts of interest;
of confidentiality; and to act in accordance with professional rules. Before preparing or
revising the code, the Commission is required to consult. The code must be approved
by aresolution of each House of Parliament, and published.

Section 17: Termsof provision of funded services. This section providesthat suspects
and defendants do not have to pay towards the cost of services provided as part of the
Criminal Defence Service, except where the court orders them to pay someor al of the
cost of their representation. Section 17(2) provides that magistrates’ courts do not have
the power to make such orders. This means that only defendantsin the more expensive
cases that go to the higher courts may be ordered to repay their defence costs, but such
an order could include the cost of any representation before a magistrates’ court.

Section 17(3) empowers the Lord Chancellor to make regulations about how this new
power should be used. 1t will generally only apply to convicted defendants able to make
asubstantial repayment. Defendants may be required to provide information about their
means to inform a decision, and it will be possible to freeze their assets while their
means are being investigated (subsection (3)(d) and (g)).

Section 18: Funding. This section requires the Lord Chancellor to provide the
necessary funding of criminal defence services secured by the Commission in
accordance with sections 13 and 14. Asaresult, likelegal aid but unlike the Community
Lega Service fund (see paragraph 68 above), the Criminal Defence Service will be
a demand-led scheme. The section aso enables the Lord Chancellor to determine the
timing and way in which thismoney should be paid to the Commission, and requiresthe
Commission to seek to secure the best possible value for money in funding the Criminal
Defence Service.

Supplementary

121.

122.

123.

124.

Section 19: Foreign law. This section limits the Community Legal Service and
Criminal Defence Service to providing information, advice and other services only
in relation to the law of England and Wales (except where foreign law is relevant to
proceedings in England and Wales). The Lord Chancellor is given a power to order
further exceptions where this is necessary to fulfil the United Kingdom'’ s international
obligations. Thisrestriction is the same as that currently existing.

Section 20: Restriction of disclosure of information. This section provides for the
protection of information given to the Commission, the court or any other person or
body authorised to undertake functions conferred by the Act.

Section 20 largely repeats the provisions presently found in section 38 of the Legal
Aid Act 1988. But it allows information to be disclosed, subject to any regulations
to the contrary, for the purposes of the investigation or prosecution of any offence
or suspected offence. At present, information can only be disclosed for the purpose
of prosecuting offences under the 1988 Act itself. This prevents information which
indicates that other offences may have been committed from being made available to
the appropriate authority for investigation or prosecution. For example, information
provided to allow the Commission to assess the means of a claimant might show or
suggest that a fraud was being perpetrated in relation to the receipt of social security
benefits. Thiscould not be disclosed under the 1988 Act, but it could be disclosed under
section 20. Section 20(3)(b) makes clear that information may be disclosed about the
value of payments made by the Commission to particular firmsor lawyers. Thisreflects
current practice.

Disclosure of information in contravention of this section will be an offence punishable
by a fine not exceeding level 4 on the scale (currently £2,500). This mirrors the
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provisions of section 38(4) of the 1988 Act. No prosecution may be brought without
the written approval of the Director of Public Prosecutions.

Section 21: Misrepresentation etc. Thissection providescriminal penaltiesfor people
who give false information about their finances, or otherwise make false statements,
in applying for publicly-funded help under the Act. The section largely replicates the
equivalent provisionsin section 39 of the Legal Aid Act 1988, but extends beyond the
person receiving help to anyone who furnishes information. It sets out the proceedings
and penalties where those seeking help fail to furnish information required of them
under the Act, or make false statements or representations in doing so. It aso enables
the Legal Services Commission to take proceedingsin the county courts for recovering
any losses caused by these acts.

Section 22: Position of service providersand other parties etc. Section 22(1) & (4)
provides that, unless regulations say otherwise, the fact that services are funded as part
of Community Legal Service or Criminal Defence Service shall not affect lawyer-client
privilege or the rights of any third party. This mirrors section 31(1) of the 1988 Act.

Section 22(2) makes clear that service providers under either scheme may not seek
additional remuneration to that funded by the Legal services Commission from their
clients. Section 22(3) makes clear that a person chosen to represent a defendant with
a right to representation is entitled to be paid if the right is later withdrawn. These
provisions mirror sections 31(3) and 31(4) of the 1988 Act respectively. Section 22(5)
provides for regulations about court procedures in cases involving funding under the
two schemes. This mirrors section 34(2)(b) of the current Act.

Section 23: Guidance. This section enables the Lord Chancellor to give guidance
to the Commission about the discharge its functions. He is required to publish any
guidance. However, the Lord Chancellor may not give guidance about the handling of
individual cases. The Commission is required to consider any guidance given by the
Lord Chancellor.

Sections 24-26 and Schedule 4 make consequential amendments and provisions about
orders, regulations and directions under Part | and its interpretation.

Section 25(2)-(4) provides for remuneration orders, under sections 6(4), 13(3) and
14(3), about the payments which the Legal Services Commission may make to
providers. Before making aremuneration order affecting paymentsto lawyers, the Lord
Chancellor is required to consult the General Council of the Bar and the Law Society.
This mirrors provisions in the 1988 Act about regulations dealing with remuneration.
Section 25(3) sets out factors which the Lord Chancellor isrequired to consider before
making a remuneration order. These are the need to secure a sufficient number of
competent providers; the coststo public funds; and the need to secure value for money.
This differs in several respects from the current list of factors in section 34(9) of the
1988 Act.

Section 25(9) lists the orders and regulations under Part | of the Act which require
Parliamentary approval under the affirmative resolution procedure (see paragraphs 58,
74,85, 96, 109 & 115 above). All other ordersand regul ations under this part are subject
to the negative resolution procedure—that isthey take effect without debate unlessthere
isasuccessful motion to annul them.

Part 11: Other funding of legal services

Conditional fee and litigation funding agr eements

132.

Section 27: Conditional fee agreements. This section replaces the existing section 58
of the Courtsand Legal Services Act 1990 with two new sections: section 58 and 58A.
New section 58 takes into statute law the decisions in the Thai Trading and Bevan
Ashford cases described in paragraph 47 above. It does this by making all agreements
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which providethat legal fees should be payable only in certain circumstances subject to
the provisions of the new sections. Section 58(5) exceptsfrom this principle agreements
between solicitors and their clients in relation to services (such as conveyancing) that
do not relate to litigation or prospective litigation.

New section 58 also draws a distinction between agreements which do, and do not,
provide for an additional success fee to be paid. It empowers the Lord Chancellor to
define the proceedings in which such fees are to be permitted, and to prescribe their
maximum size. New section 58A(6) alows for success fees can be recovered in costs
fromthelosing party in the case. Paragraph 32 above sets out the reasonsfor this change

New section 58A replicates the existing bar on conditional fees in family and
criminal proceedings, but makes an exception for proceedings under section 82 of
the Environmental Protection Act 1990. These cases, which are technically criminal
proceedings, concern orders requiring people to put right a statutory nuisance (e.g.
the failure of a landlord to maintain rented housing in a habitable condition). The
Thai Trading case permitted conditional fees without an uplift in these cases, and
the exception in section 58A(1)(a) is hecessary to preserve that position. Section 58A
also clarifies the existing law in several respects. Subsection (3)(a) makes clear that
reguirementsto provideinformation to aclient apply before aconditional fee agreement
isactually made. Subsection (4) ensuresthat the legislation coverstribunal cases, cases
that are settled before court proceedings are issued, and cases that go to arbitration.

Section 28: Litigation funding agreements. This section provides for a new type
of agreement called a litigation funding agreement. Like conditional fee agreements,
litigation funding agreements would allow litigants to pursue cases on the basis that
they would not beliablefor their legal costsif the case was unsuccessful. The difference
between thetwo types of agreement isthat alitigation funding agreement would be with
athird party funder, not the lawyer taking the case. The funder would pay the lawyer
in the normal way and, in successful cases, would be able to recover those costs and
a success fee from the other side. The success fee would be paid into the fund to help
meet the cost of lawyers' feesin unsuccessful cases.

Section 28 provides for the Lord Chancellor to prescribe in regulations who may
fund services in this way, and impose similar requirements as apply to conditional fee
agreements on the amount of the success fee.

Section 29: Recovery of insurance premiums by way of costs. This section makes
provision to alow the court to include, in any costs it may award against the losing
party, any premium paid for an insurance policy taken out specifically against the need
to meet the other side’ s costsin those proceedings. It isnot limited to insurance policies
taken out alongside a conditional fee agreement.

Section 30: Recovery where body undertakesto meet costs liabilities. This section
is a paralel provision to section 29. It applies to bodies, such as trade unions, which
fund litigation on behalf of their members from the body’s own resources; and do
not, therefore, take out separate insurance against having to meet the other side's
costs. When such a body supports a successful case, section 30 will alow the costs
awarded to include an amount equivalent to the insurance premium that would have
been recoverable (under section 29) if apolicy had been in place.

Section 30 empowers the Lord Chancellor to prescribe which bodies may operate in
this way and on precisely what terms. This will enable him to ensure that the amounts
recovered fairly reflect the risk that the body had borne.

Section 31: Rulesasto costs. Thissection allowsrulesof court about the award of costs
to provide that the amount awarded need not be limited to the amount that the litigant
would have been liable to pay his or her own lawyers if costs had not been awarded.
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141.

These notes refer to the Access to Justice Act 1999
(c.22) which received Royal Assent on 27th July 1999

Section 31 isageneral provision alowing rules of court to limit or abolish the common
law principle known as the indemnity principle. This is that the successful party in
an action has a right to be indemnified (wholly or partly) against a liability for costs
actually incurred in bringing or defending the proceedings, and no more. If no actual
costs have been agreed for payment by the client, then no costs should be paid by the
losing party. For many years, this was held to prevent recovery from the unsuccessful
party of any part of a solicitor’s fee which was contingent on the success of the case.
More recently, a combination of case law and statutory provisions (most notably the
1990 Act) have greatly reduced the application of the indemnity principle in its pure
form. Recent case law has also made its application more cumbersomein practice. The
Government believes that the partial survival of the principle is anomalous; section 31
isintended to rationalise the position.

Legal aid in Scotland

142.

143.

144.

145.

146.

147.

Section 32: Regulations about financial limitsin certain proceedings. This section
empowers Scottish ministers to make regulations to disapply the financial eligibility
and contributions tests for assistance by way of representation in respect of certain
proceedings.

Assistance by way of representation is a category of advice and assistance under
the Lega Aid (Scotland) Act 1986. Advice and assistance, and assistance by way
of representation are defined in section 6(1) of the 1986 Act. Advice or assistance
is provided by a solicitor or counsel in relation to a matter of Scots law. Assistance
by way of representation is provided by a solicitor or counsel in connection with
any proceedings before a court, tribunal or statutory inquiry. At present, advice and
assistanceisavailable under Part 11 of the 1986 Act provided financial and contributions
criteriaaremet. Section 8 of the Act setsout theincome and capital limitsthat determine
eligibility for advice and assistance. Section 11(2) providesfor contributionsto be paid
by apersoninreceipt of advice and assistance based on adliding scale setinregulations.

Under section 9 of the 1986 Act, the Scottish ministers may by regulations provide
that Part Il of the Act as it applies to advice and assistance also applies to assistance
by way of representation. Therefore, the financial limits and contributions which apply
to advice and assistance are also applicable to assistance by way of representation.
Ministers also have the power under section 9 to prescribe different provision for
different cases and modify the financial limits which may apply to assistance by way
of representation. However, it is not currently possible under section 9 to disapply the
financial digibility and contributions tests completely. Section 32 of this Act amends
section 9 of the 1986 Act to permit this. The immediate intention isto use the power to
disapply the tests for proceedings before Mental Health Review Tribunals.

Section 33: Recipients of disabled person’s tax credits. This section disapplies the
financial eligibility and contributions tests from persons seeking or receiving advice
and assistance who are in receipt of disabled person’s tax credit.

The Tax Credits Act 1999 provides disabled person’s tax credit to replace disability
working allowance (under section 129 of the Social Security Contributionsand Benefits
Act 1992).

At present, sections 8 and 11 of the Legal Aid (Scotland) Act 1986 provide for advice
and assistance to be available without a meanstest or contributions to people in receipt
of income support, income-based job seekers’ allowance or family credit. Section 33
adds to disabled person’s tax credit to that list. Paragraph 12 of Schedule 14 provides
for this change to apply to disability working allowance, should section 33 come into
force before section 1 of the Tax Credits Act.

Section 34: References by Scottish Criminal Cases Review Commission. This
section corrects an oversight regarding the availability of legal aid for references from
the Scottish Criminal Cases Review Commission to the High Court in Scotland. Under
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the previous arrangements, the only test that applied to legal aid for referencesfrom the
Secretary of State for Scotland was that relating to financial eigibility. The Crime and
Punishment (Scotland) Act 1997 did not amend the Legal Aid (Scotland) Act 1986 to
continue this arrangement for references from the Review Commission. Consequently,
when the Commission was set up on 1 April 1999, legal aid was not explicitly made
available on the same basis as before. Section 34 restores the previous position.
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