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Introduction 

1. This briefing is for trustees, managers and legal professionals in Not for Profit 
(NfP) organisations which may be affected by the Legal Services Act 2007 (LSA 
2007). It aims to introduce readers to a complex topic. This briefing is not a 
substitute for reading the relevant documentation nor does it constitute legal 
advice.  

2. The LSA 2007 introduces new terminology which we highlight and explain. The 
briefing will outline: 

• the Legal Services Act 2007 

• the new regulatory framework 

• Alternative Business Structures   

• transitional provisions for NfP organisations 

• the implications of being a licensed ABS  

The Legal Services Act 2007 

3. The Legal Services Act 2007 (LSA 2007) will change the regulatory requirements 
for those NfP organisations which employ solicitors to carry out reserved legal 
activities for the public.  

4. NfP organisations which employ solicitors or other lawyers to carry out only non-
reserved legal activities are not affected by the LSA 2007.1

5. Reserved legal activities are defined as:

  

2

(a) the exercise of a right of audience;

 

3

(b) the conduct of litigation;

 

4

(c) reserved instrument activities;  

 

(d) probate activities;  

(e) notarial activities;  

(f) the administration of oaths. 

6. For most NfP organisations, the important reserved legal activities are the 
exercise of a right of audience (having the right to represent someone in court) 
and the conduct of litigation (formally acting on behalf of a client in a court case, 
including having the representative’s name on the court papers).  

  

                                       
1 s71(1) LSA. However, the Solicitors Regulation Authority is currently reviewing the rules that govern 
employed solicitors who carry out only non-reserved legal activities.   
2 s12 LSA 2007 
3 para 3, Schedule 2, LSA 2007 
4 para 4, Schedule 2, LSA 2007  
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7. The LSA 2007 states that the Legal Services Board (LSB) can recommend 
additions to the list of reserved legal activities5 and the LSB has already consulted 
on their approach to doing this.6

8. The LSA 2007 refers to authorised persons,

 The LSB is currently consulting on whether will-
writing and estate administration should be added to the list. They have also 
raised the possibility that, in the longer term, all “general legal advice” should 
become a reserved legal activity. Obviously, this would have a significant impact 
on the NfP sector and the LSB will consult extensively on the issue before it takes 
any decisions.  

7

• an individual solicitor, barrister or legal executive

 described by the Solicitors Regulation 
Authority (SRA) as “an individual or firm who or which is authorised by an 
approved regulator to undertake a reserved legal activity”. This could include: 

8

• a solicitors’ firm  

  

• a licensed Alternative Business Structure (ABS).9

The new regulatory framework 

 See paragraphs 10 onwards 
for an explanation of ABS.  

9. The LSA 2007 established the Legal Services Board (LSB) as an oversight 
regulator. This means that the LSB is responsible for making the rules for and 
monitoring how approved regulators (or “front-line regulators”), such as the 
Solicitors Regulation Authority, Bar Standards Board and ILEX Professional 
Standards, carry out their work. 

10. The LSA 2007 also requires that approved regulators separate their representative 
and regulatory functions.10

  

 So, whilst the Law Society continues to act as the 
representative body for solicitors, the Solicitors Regulation Authority (SRA) is now 
the regulatory body. Similarly, the Bar Council established the Bar Standards 
Board to regulate barristers and Chartered Institute of Legal Executives 
established ILEX Professional Standards (IPS) to regulate legal executives. 

 

 

 

 

  

                                       
5 s24 LSA 2007 
6 Enhancing consumer protection, reducing regulatory restrictions, Legal Services Board, 2011 
7 s18 LSA 2007 
8 Barristers and solicitors are required to have a practising certificate to undertake reserved activities. The 
position for legal executives is complex – those interested should check with IPS. 
9 This is an abbreviated list. For full list see: http://www.sra.org.uk/sra/legal-services-act/lsa-glossary.page 
10 s30 LSA 2007 

Legal Services Board (LSB) 
 
 

 
 
Solicitors Regulation                             Bar Standards       ILEX Professional  
Authority (SRA)                                    Board                             Standards (IPS)
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Alternative Business Structures  

11. One of the aims of the LSA 2007 was to encourage competition and innovation in 
the legal services market.11

12. In order to do this, the LSA 2007 sets out a legal framework for entity regulation 
– the regulation of an organisation, not just of individual professionals. The term 
“Tesco law” was coined to illustrate what was proposed. However, it is Co-
operative Legal Services, now offering representation in matrimonial cases, that 
has hit the headlines.

 To achieve this, the Act enables the creation of 
Alternative Business Structures (ABS), allowing organisations, not owned or 
controlled exclusively by solicitors or other lawyers, to provide reserved legal 
activities.  

12

13. The LSA 2007 states that ABS must be licensed by a licensing authority before 
they can carry out reserved legal activities. An approved regulator must be 
designated by the LSB as a licensing authority before they can issue ABS 
licences.

 

13

14. Note that even when organisations are licensed as ABS, the legal professionals 
employed by the organisation will continue to be individually regulated by their 
regulator. Thus individual solicitors will continue to be regulated by the SRA, 
barristers by the Bar Standards Board and legal executives by IPS.  

 At the time of writing, the SRA is the only designated licensing 
authority that can regulate the relevant reserved legal activities (of exercise of a 
right of audience and the conduct of litigation), although other regulators have 
expressed an interest in doing so. 

Transitional provisions for NfP organisations 

15. Law Centres and other similar charitable bodies which employ lawyers to carry out 
reserved legal activities are ABS. This follows from the definition of ABS as bodies 
which have non-authorised people as “managers” or with an “interest” (ownership 
or control).14 Whilst NfP organisations do not have owners, the LSA’s definition of 
managers includes those who are directors or trustees of NfP organisations.15

16. This terminology is potentially confusing for the NfP sector. In this briefing, we will 
refer to LSA managers when referring to directors/trustees and managers when 
referring to employed staff whose role within an organisation includes 
management. 

  

17. Prior to the LSA 2007, with very limited exceptions, only organisations wholly 
owned and controlled by solicitors could litigate on behalf of members of the 
public. However, one of the exceptions (effectively created by the SRA’s rules) 

                                       
11 The Future of Legal Services: Putting Consumers First, Department for Constitutional Affairs, 2005 
12 See their website: http://www.co-operative.coop/legalservices/ 
13 See s73 (1)(b) and s73 (2)(b) or the LSB itself once s73 (1)(a) is commenced, but only if there is no other 
licensing authority. 
14 s72 LSA 2007 
15 s207 LSA 2007 
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related to Law Centres and similar charitable organisations which employed 
solicitors.  

18. In recognition of this exceptional situation, the LSA 2007 introduced transitional 
provisions for NfP organisations. These provisions allow special bodies (the 
definition of which includes NfP agencies and trade unions) to continue to carry 
out reserved legal activities during a transitional period without first obtaining an 
ABS licence. 

19. The transitional period can only be ended by a Lord Chancellor’s order16 and only 
the LSB can make a recommendation to the Lord Chancellor to end the 
transitional period. The LSB’s recent consultation on the future regulation of 
special bodies (“the LSB special bodies consultation”) suggested that the 
transitional period should end in April 2014.17

20. Until the transitional period ends, NfP solicitors will continue to be regulated as 
before. This means that the entity (or organisation) itself will not be regulated, 
but the individual professionals will be subject to regulation by the relevant 
approved regulator. Therefore, during the transitional period, NfP solicitors will 
continue to be subject to the SRA Handbook and, in particular, to Rule 4 SRA 
Practice Framework Rules 2011.

 However, we understand that the 
LSB is reviewing this timescale as a result of responses to its consultation, many 
of which suggested that NfPs would need more time to make the required 
changes.  

18

Restrictions on charging for advice 

  

21. One of the most significant restrictions on NfP solicitors is set out in Rule 4.16 
SRA Practice Framework Rules 2011. This Rule prohibits solicitors working for “a 
law centre or advice service operated by a charitable or similar non-commercial 
organisation” from charging fees to clients (with very limited exceptions).  

22. This prohibition on charging has caused difficulty for some NfP agencies who, in 
the context of serious funding cuts, have wanted to start charging some clients for 
some services.  In their special bodies consultation, the LSB questioned whether 
this SRA restriction was justified. 

Developing SRA policy on charging provisions 

23. In their response to the LSB special bodies consultation, the SRA stated that 
further analysis is needed to see whether current restrictions are the most 
proportionate way of addressing any identifiable risks. In the meantime, “the SRA 
will proceed to consider applications for waivers of the existing charging 

                                       
16 s23 LSA 2007 
17 Regulation of special bodies/non-commercial bodies, Legal Services Board, April 2012  
18 http://www.sra.org.uk/solicitors/handbook/practising/content.page 
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provisions in the Practice Framework Rules.”19 Any application for a waiver has to 
take account of the SRA’s policy on waivers.20

24. The SRA are currently considering their approach to the issues involved in 
granting waivers to solicitors employed by trading subsidiaries that are connected 
to NfP organisations.    

 

25. It is important to be clear that once an NfP agency is licensed as an ABS, subject 
to any special conditions in its licence, it will be able to charge fees to clients.  

The implications of being a licensed ABS 

26. As already explained, NfP organisations which want to continue providing reserved 
legal activities will need to obtain an ABS licence before the end of the transitional 
period.  

27. The LSA 2007 sets out a number of requirements that an organisation must meet 
before it can be granted an ABS licence. The Act makes it clear that some, but not 
all, of these requirements can be modified for NfP organisations. Organisations 
planning to apply for an ABS licence may want to look at the relevant sections of 
the SRA website for information about their requirements and procedures for 
commercial ABS.21

28. The rest of this briefing draws on the NfP responses to the LSB special bodies 
consultation and discusses the ABS licensing requirements that are likely to have 
most impact.  

  

LSA managers – trustees/directors 

29. Many respondents were concerned about the following potential effects on  
trustees/directors:  

• The LSA 2007 states that at least one ABS LSA manager must be an 
authorised person22 although this requirement may be modified for NfP 
organisations.23

• Whilst there is some debate about technicalities,

   

24

• Finally, the LSA 2007 imposes a duty on all LSA managers not do anything to 
cause or substantially contribute to a breach of regulatory obligations.

 it is clear that both the SRA 
and the LSB will want licensing authorities to be satisfied that LSA managers 
are able to demonstrate that they are “fit and proper” persons.  

25

                                       
19

 For 

http://www.legalservicesboard.org.uk/what_we_do/consultations/closed/pdf/special_bodies_non_commercial
_bodies/sra.pdf - see paragraph 48 
20 http://www.sra.org.uk/waivers/ 
21 See: http://www.sra.org.uk/solicitors/freedom-in-practice/alternative-business-structures.page.  
22 para 9(2), Schedule 11, LSA 2007 
23 s106 LSA 2007 
24 The SRA consider that the provisions in Schedule 13 LSA are capable of being applied to most, if not all, NfP 
organisations, whereas the LSB  considers that much of it will not be directly applicable 
25 s90 LSA 2007 
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the first time, non-legal professional trustees/directors will be subject to legal 
regulatory duties.   

30. NfP respondents were concerned about the fairness and efficacy of imposing such 
onerous requirements on volunteer trustees. They were concerned that these 
requirements would discourage people from taking on such roles.   

Head of Legal Practice (HoLP)  

31. The LSA 2007 states that licensing rules must require that each ABS has a Head 
of Legal Practice (HoLP)26 and a Head of Finance and Administration (HoFA).27

32. The HoLP must be an authorised person in relation to one of the reserved 
activities carried out by the ABS.

  

28 In most NfP organisations it is likely that the 
HoLP will be a 3–year qualified solicitor. The HoLP will be responsible for taking all 
reasonable steps to ensure compliance with the organisation’s ABS licence. The 
HoLP also has a duty to report compliance failures to the licensing authority.29

33. The HoFA is responsible for ensuring compliance with the client account 
requirements and also has a duty to report failures to the licensing authority. 
There are no specific qualifications for the HoFA. The HoLP and HoFA may be the 
same person. 

 

34. The LSA states that the requirement for a HoLP and HoFA may be modified for NfP 
organisations.30

Cost 

 However, both the LSB and SRA (provisionally) have already 
indicated that, in their view, NfP ABS should be required to have a HoLP and, if 
they hold client money, a HoFA.  

35. Nearly all respondents to the LSB special bodies consultation expressed serious 
concern about the potential cost of ABS regulation. We do not yet know the likely 
costs for NfP organisations, but the SRA charges for commercial ABS are 
available. These break down into two elements: application costs and periodic 
costs.  

Application costs 

36. The SRA’s charges for commercial ABS applicants include:31

• £2,000 initial payment – calculated at a daily rate of £600 

 

• £150 for every LSA manager or HoLP/HoFA that needs approval 

• A further daily charge of £600 p.a. if the initial amount is exhausted.  

  

                                       
26 para 11, Schedule 11, LSA 2007 
27 para 13, Schedule 11, LSA 2007 
28 para 11 (3)(b), Schedule 11, LSA 2007 
29 s91 LSA 2007 
30 s106 LSA 2007 
31 http://www.sra.org.uk/solicitors/freedom-in-practice/alt-bs/lba1-notes.page 
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Periodic costs (based on SRA fee policy 2012-3)32

37. The SRA’s periodic costs for commercial ABS are made up of 4 elements, as 
follows: 

 

• Individual practising certificate fees of £344 per solicitor. At present, this is the 
only cost to an NfP solicitor organisation.  

• Individual Compensation Fund contribution of £92 for each individual with a 
practising certificate. 

• Licensed body periodical fee – based on the organisation’s turnover. So, for 
example, an organisation with a turnover of £750,000 from legal services 
would be expected to pay £3,525 (£750,000 x 0.47%) as a periodical fee. It 
should be noted that the SRA’s definition of turnover excludes income from 
“non-private practice sources”.33

• Contribution to compensation fund – annual fee of £1,340 for each 
organisation that has held or received client money. 

 This requires further clarification. 

38. Clearly, there is a risk that NfP ABS will have to pay significantly more for 
regulation than they do now. This will need to be discussed with potential 
licensing authorities.  

Time  

39. NfP organisations also expressed serious concerns about the time involved in 
applying for an ABS licence. The SRA requires commercial ABS to demonstrate 
that they have policies and procedures in place to deliver the requirements in the 
SRA Principles, Code of Conduct, Accounts Rules and Handbook.34

40. Many NfP ABS already have procedures in place to satisfy SQM and other 
requirements. Further, most are registered charities. It will be important to 
explore whether the requirements for being an NfP ABS can be made less onerous 
by, in appropriate circumstances, allowing the passporting of requirements.  

  

Scope of regulation/definition of legal activity 

41. Finally, a critical issue for some prospective NfP ABS will be the scope of 
regulation. The legal regulatory framework established by the LSA 2007 can only 
apply to legal activities.35

(i) The provision of legal advice or assistance in connection with the 
application of the law or with any form of resolution of legal disputes; 

 However, legal activities are very broadly defined: 

  

                                       
32 http://www.sra.org.uk/solicitors/pc-registration-renewal/fees/fee-policy-2012-2013.page 
33 http://www.sra.org.uk/solicitors/pc-registration-renewal/fees/turnover-definition.page 
34 http://www.sra.org.uk/solicitors/freedom-in-practice/alt-bs/preparing-apply-authorisation.page 
35 Although s85 LSA 2007 does give licensing authorities wide powers to impose “other conditions” relating to 
non-reserved activities as they consider appropriate.  
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(ii) The provision of representation in connection with any matter concerning 
the application of the law or any form of resolution of legal disputes.36

42. This issue is a significant one for organisations which provide a range of services. 
Shelter’s response to the consultation highlights the difficulties in establishing the 
boundary of legal activity within their organisation. They cite the example of a 
support worker who will 

 

work with a client or a family to help sustain them in their housing. This might 
include helping with children’s schooling, arranging medical needs, helping with 
skills and training, helping with the management of anti-social behaviour, 
supporting victims of domestic violence, and so on. But it might also incidentally 
include work around legal advice and entitlements. Is explaining the legal 
requirement to attend school a legal activity? Is helping someone apply for 
welfare benefits? Is explaining to them what a tenancy is and what it means for 
them, or what the terms of their particular tenancy are? These are all matters of 
law and arguably caught by s12 of the Act. But to bring them within the regulated 
sector, with all that that means, would involve significant organisational change. 
More importantly, it would significantly change the relationship between the 
support worker and their client. It is not a lawyer / client relationship and should 
not become one.37

43. These are all important questions, and relevant to many potential NfP ABS. 

 

Conclusion 

44. ASA will be working with the LSB and potential licensing authorities to ensure that 
any regulatory requirements for NfP ABS are proportionate to the risk. We are 
interested in receiving feedback from NfP organisations about issues that are of 
concern. 

 
 
 
 
 
 
 
Postal address:  The Foundry (Room 303), 156 Blackfriars Rd, London SE1 8EN. 
Tel: 020 7953 3088        www.asauk.org.uk        info@asauk.org.uk  
The Advice Services Alliance is a company limited by guarantee, registered in England & Wales 
No.3533317.  Registered office : (not for correspondence) New Bridge Street House, 
30-34 New Bridge Street, London EC4V 6BJ. Charity no. 1112627   
 

 

 

                                       
36 s12 LSA 2007 
37http://www.legalservicesboard.org.uk/what_we_do/consultations/closed/pdf/special_bodies_non_commercial
_bodies/shelter.pdf 
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