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H*#!'+&-%!B(&F+$9!Y0J#&!+$!%*+-!-#&+#-!S/MV?C!LDLD6 The rationale for legal services 
regulation3T!0::&#--#-!%*#!'3$:0<#$%04!Z3#-%+($!('!1*#%*#&!%*#&#!+-!-(<#%*+$9!-J#,+04!
0O(3%!4#904!-#&8+,#-!%*0%!&#Z3+&#-!-#,%(&?
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2. Forms of regulation 
_$,#
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'(&!4(1?&+-F!0,%+8+%+#-6!1*+4#!04-(!O#+$9!080+40O4#!0-!0$!0::+%+($04!-0'#930&:!'(&!*+9*#&!&+-F!
0,%+8+%+#-E! 

!
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3. Regulation and risk 
3.1 Introduction 

V+-F?O0-#:!&#9340%+($!+-!$(%!$#16!O3%!+%!*0-!$(%!5#%!&#0,*#:!%*#!J(+$%!('!044(1+$9!0!,4#0&6!
3$:+-J3%#:!0$:!(J#&0%+($04!:#'+$+%+($!0$:!<#%*(:(4(95E4!!j#8#&%*#4#--6!&+-F?O0-#:!0$045-+-!
+-!$(1!f0!'+&-%?(&:#&!&#9340%(&5!%((4g!S2(&:!LDCeP!J09#!eLTE!!2(&:!#IJ40+$-!SLDCeP!J09#!eLTP!

V+-F?O0-#:!0$045-+-!0-!0$!0JJ&(0,*!%&+#-!%(!<0F#!%*+$9-!<#0-3&0O4#!0$:!0JJ0&#$%45!(OQ#,%+8#6!
O0-#:!($!%*#!,0&#'34!:+--#,%+($!('!J*#$(<#$0!+$%(!%*#+&!,(<J($#$%!0$:!,03-0%+8#!J0&%-E!!N(:#&$!
&#9340%+($!%((!0+<-!%(!O#!#<J+&+,0445!9&(3$:#:6!:+-J0--+($0%#6!0$:!0$045%+,0445!&(O3-%E!!^%!0+<-!%(!
,(<J#$-0%#!'(&!%*#!+<J(--+O+4+%5!('!,#&%0+$%5!O5!&#45+$9!($!:0%0!0-!<3,*!0-!J(--+O4#E!!;3%!#8#$!
1*#&#!,40&+%5!+-!#43-+8#6!&+-F?O0-#:!0$045-+-!+-!0JJ#04+$9!0-!



 

"#$%&'()!*&(+,! U 

3.3 Protecting the public good 

H*#!$##:!%(!J&(%#,%!%*#!J3O4+,!9((:!SJ0&%+,340&456!-056!+$!&#40%+($!%(!%*#!#I#&,+-#!('!&+9*%-!('!
03:+#$,#!0$:!%*#!,($:3,%!('!4+%+90%+($T!%(!<5!<+$:!+<J4+,+%45!-399#-%-!0!*+9*!%*&#-*(4:!'(&!
J&0,%+%+($#&-!%(!<##%!+$!&#40%+($!%(!J&+(&!03%*(&+-0%+($!0$:!%*#!+<J(-+%+($!('!(%*#&!&#9340%(&5!
&#Z3+&#<#$%-E!!!!

2(&!%*(-#!4#904!-#&8+,#-!%*0%!&#<0+$!-3OQ#,%!%(!;H)!J&+(&!03%*(&+-0%+($!S($!%*+-6!-##!'3&%*#&!
J0&09&0J*!>ELT6!+%!<+9*%!1#44!O#!%*0%!%*#!0JJ&(0,*!%(!03%*(&+-0%+($!0$:!&+-F!1+44!&#<0+$!<3,*!
0-!+%!+-!0%!J&#-#$%E!

!

3.3 Complexity of the underlying law 

^$!&#40%+($!%(!%*#!,(<J4#I+%5!('!%*#!4016!%*#&#!<+9*%!O#!-(<#!:#O0%#!0<($9!4015#&-E!!^$!
O&(0:!%#&<-6!%*#&#!,(34:!O#!&#,(9$+%+($!('!-(<#!0&#0-!('!4#904!J&0,%+,#!1*#&#!+$*#&#$%!
,(<J4#I+%5!0$:!%*#!,($-#Z3#$%!$##:!'(&!-J#,+04+-0%+($!+-!0,,#J%#:E!!!

H*+-!,(34:!0JJ456!-056!%(!%0I!4016!J#$-+($-!4016!+$%#44#,%304!J&(J#&%56!0$:!+<<+9&0%+($!0$:!
0-543<!401E!!H*#&#!<+9*%!O#!0!Z3#-%+($!0O(3%!1*#%*#&!-3,*!+$*#&#$%!,(<J4#I+%5!1(34:!O#!
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M#&8+,#!;(0&:W-!-#9<#$%0%+($!<0%&+I6!1+%*!0!,(<O+$0%+($!('!4#904!-#&8+,#6!%5J#!('!,4+#$%6!0$:!
%5J#!('!J&(O4#<6!,(34:!J&(8+:#!0!-%0&%+$9!J(+$%E8!

H*#!$##:!'(&!J&#-,&+J%+($!<+9*%!O#!08(+:#:!O5!&#4+0$,#!($!hH)!J&0,%+,#!&#Z3+&#<#$%-!d!-056!
0-!$(16!&#45+$9!($!J#&-($04!+$%#9&+%5!%(!#$-3&#!&#4#80$%!,(<J#%#$,#!0$:!0,%+$9!+$!%*#!,4+#$%W-!
+$%#&#-%-!d!0$:!O0,F#:!3J!O5!%0F+$9!0$5!'0+43&#!'3445!%(!:+-,*0&9#!%*(-#!(O4+90%+($-!+$!
,($-+:#&+$9!RH)!&#:&#--E!

_$#!('!%*#!:#%#&<+$+$9!'0,%(&-!*#&#!<+9*%!%*#$!O#,(<#!%*#!#I%#$%!%(!1*+,*!RH)!&#:&#--!
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J&(8+:#&W-!0,%+($-TX!<0F+$9!-+9$+'+,0$%6!4($9?%#&<!J3&,*0-#-!S-056!('!0!*(3-#!(&!0!1+44T!1*#&#!
0$5!:#%&+<#$%!(&!*0&<!<+9*%!%0F#!0!4($9!%+<#!%(!<0%#&+04+-#!(&!O#,(<#!0JJ0&#$%X!(&!O#+$9!
J#&-30:#:!%(!O35!a4+$F#:W!-#&8+,#-!S-056!#I#,3%(&-*+J!0$:!#-%0%#!0:<+$+-%&0%+($!-#&8+,#-!
1*#$!:&01+$9!3J!0!1+44TE!!

l34$#&0O+4+%5!,0$!04-(!0&+-#!'&(<!:+-J0&+%5!+$!F$(14#:9#6!&#-(3&,#-!(&!J(1#&!0-!O#%1##$!%*#!
J0&%+#-P!'(&,#:!J0&%+,+J0%+($!+$!%*#!,&+<+$04!Q3-%+,#!-5-%#<!1*#$!,*0&9#:!1+%*!0$!(''#$,#!0$:!
'0,+$9!%*#!<+9*%!('!%*#!-%0%#6!O#+$9!0!,+%+c#$!+$!:+-J3%#!1+%*!0!9(8#&$<#$%!:#J0&%<#$%6!(&!0-!
0!,($-3<#&!-##F+$9!&#:&#--!'&(<!0!8#&5!40&9#!&#%0+4#&!(&!<0$3'0,%3&#&6!,0$!044!O#!:03$%+$9E!!!

H*#!$##:!'(&!4#904!0:8+,#!0$:!&#J&#-#$%0%+($!+$!%*#-#!,+&,3<-%0$,#-!<05!O#!+$8(43$%0&5!0$:!
3&9#$%P!,(<J#%+%+($!0$:!%&0$-J0&#$,5!0&#!9(+$9!%(!0,*+#8#!4+%%4#!%(!*#4J!1*#$!,*(+,#!0$:!
J(--+O4#!'3%3&#!&#:&#--!<#,*0$+-<-!0&#!'0&!'&(<!%*#!,+%+c#$W-!<+$:E!

^%!+-!1(&%*!&#J#0%+$9!*#&#!%*#!(O-#&80%+($!'&(<!0!&#,#$%!,($-34%0%+($!J0J#&!'&(<!%*#!
M(4+,+%(&-!V#9340%+($!R3%*(&+%5!SMVRT!%*0%!f#8#$!%*#!<(-%!-(J*+-%+,0%#:!0$:!#<J(1#&#:!
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403$:#&+$9!0$:!<0$09+$9!,($'4+,%-!('!+$%#&#-%E!!)8#$!%*(-#!'+&<-!,0$!'0,#!J&#--3&#!'&(<!
40&9#!(&!-%&0%#9+,0445!+<J(&%0$%!,4+#$%-12!%(!J3-*!%*#!4+<+%-!('!%*#!401!(&!J&('#--+($04!#%*+,-E!!!

^$:+8+:304!4015#&-!+$!401!'+&<-!('!0$5!-+c#!(&!+$!+$?*(3-#!4#904!:#J0&%<#$%-!S,'E!J0&09&0J*!
>EeT!,0$!'0,#!-+<+40&!J&#--3&#-E!!H*#!,($'4+,%!O#%1##$!&#%0+$+$9!#<J4(5<#$%!(&!0!,4+#$%!
&#40%+($-*+J6!($!%*#!($#!*0$:6!0$:!,(<J45+$9!1+%*!J&('#--+($04!(O4+90%+($-6!($!%*#!(%*#&6!,0$!
J40,#!+$:+8+:304-!+$!0$!+$8+:+(3-!J(-+%+($E!!

H*+-!'(&<!('!834$#&0O+4+%56!0$:!%*#!,*044#$9#-!%(!J&('#--+($04!+$%#9&+%5!%*0%!0&+-#!'&(<!+%6!<+9*%!
O#!#0-+#&!%(!0::&#--!1+%*!0!-%&($9!-#$-#!('!044#9+0$,#!%(!%*#!(O4+90%+($-!J40,#:!($!%*#<E!!
;3%!%*+-!+$!%3&$!&#Z3+&#-!0!-%&($9!J#&-($04!,(<<+%<#$%!%(!J&('#--+($04!#%*+,-!0-!1#44!0-!0!
,34%3&#!0$:!'##4+$9!('!0JJ&(J&+0%#!-3JJ(&%!S1*#%*#&!'&(<!%*#!'+&<!+%-#4'!(&!'&(<!0!&#9340%(&TE13!!

l039*0$!.!_0F4#5!SLDCUT!'(3$:!+$!0!-%3:5!('!"+%5!('!/($:($!,(&J(&0%#!'+$0$,#!4015#&-!%*0%!
f%*#5!1#&#!40&9#45!3$#$%*3-+0-%+,6!:+-+$%#&#-%#:!0$:!3$,($,#&$#:!0O(3%!%*#!#%*+,-!('!1*0%!
%*#5!0$:!%*#+&!,4+#$%-!1#&#!:(+$9g!SLDCUP!J09#!e>TE!!M3,*!a#%*+,04!0J0%*5W6!0-!l039*0$!.!
_0F4#5!:#-,&+O#!+%6!+-!:+-%3&O+$9!0$:!J#&*0J-!&0+-#-!Z3#-%+($-!+$!%*#!,($%#I%!('!40&9#?'+&<!
,(&J(&0%#!J&0,%+,#!1*#%*#&!+%!+-!%*#!4015#&-!1*(!-*(34:!O#!J&(%#,%#:!'&(<!%*#!J(%#$%+0445!
(8#&?O#0&+$9!#IJ#,%0%+($-!('!%*#+&!<(&#!J(1#&'34!#<J4(5#&-E!!!

H*#!+--3#!%*0%!0&+-#-6!%*#&#'(&#6!+-!1*#%*#&!+$:+8+:304!J&0,%+%+($#&-!<+9*%!$##:!J&(%#,%+($!
%*&(39*!%*#!&#9340%(&5!'&0<#1(&F!%(!044(1!%*#<!%(!1+%*-%0$:!J&#--3&#!'&(<!(8#&O#0&+$96!
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&+-F-!0$:!834$#&0O+4+%+#-!+$!&#40%+($6!-056!%(!<(8+$9!*(<#6!0:<+$+-%#&+$9!0!&#40%+8#W-!#-%0%#6!
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S++T! 1*#&#!%*#!-#&8+,#!%0F#-!J40,#!S'(&!+$-%0$,#6!+$!-(<#($#W-!*(<#TX!0$:!
S+++T! %*#!834$#&0O+4+%5!(&!03%($(<5!('!%*#!,4+#$%!0$:!%*#+&!0O+4+%5!%(!<0F#!0$!+$'(&<#:!

,*(+,#!0O(3%!%*#+&!,+&,3<-%0$,#-E!

SLT!M%09#!L!1(34:!0::&#--!1+:#&!#I%#&$04!'0,%(&-!d!
S+T! %*#!-,04#!('!%*#!&+-FP!%*#!-+c#!('!%*#!J&0,%+%+($#&!9&(3J!(&!$3<O#&!('!,4+#$%-!1*(!

0&#!-#&8#:X!
S++T! <#0$-!('!0--3&0$,#P!%*#!&0$9#!('!:+''#&#$%!105-!+$!1*+,*!%*#!&+-F!('!*0&<!,0$!O#!

<0$09#:X!
S+++T! -#,%(&!+<J0,%P!%*#!+<J4+,0%+($-!('!&#9340%+($!'(&!1(&F'(&,#!,(-%!0$:!-3JJ45X!
S+8T! &+-F!J#&,#J%+($P!%*#!#''#,%!%*0%!&#9340%+($!1(34:!*08#!($!%*#!,($'+:#$,#!('!%*#!

J3O4+,6!#<J4(5#&-!0$:!(%*#&!-%0F#*(4:#&-!+$!J&0,%+%+($#&-X!0$:!
S8T! 3$+$%#$:#:!,($-#Z3#$,#-!('!%*#!J&#'#&&#:!'(&<!('!&#9340%+($E!
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*08#!0$!#&&(&!&0%#!#I,##:+$9!CDm6!%*#$!&#9340%(&5!0,%+($!S-3-J#$-+($6!+$8#-%+90%+($6!#%,ET!
1(34:!O#!%0F#$!090+$-%!%*0%!#$%+%5!(&!J#&-($E!!

>E!!Regulation should be empirically-driven.!!V#9340%(&5!0JJ&(0,*!0$:!0,%+($-!1+44!O#!
-3JJ(&%#:!O5!:0%0E!!Y0&%+,+J0$%-!+$!%*#!<0&F#%!1+44!-3O<+%!:0%0!%(!%*#!&#9340%(&!%*&(39*(3%!%*#!
J&(,#--E!!

]E!!Regulation should be guided by a market-based approach.!!H*#!,3&&#$%!&#9340%(&5!-5-%#<!
*0-!J&#8#$%#:!%*#!:#8#4(J<#$%!('!0!1#44?'3$,%+($+$9!<0&F#%!'(&!4#904!-#&8+,#-E!!H*+-!J&(J(-04!
:#J#$:-!($!%*#!&#9340%(&5!-5-%#<!J#&<+%%+$9!%*#!<0&F#%!%(!:#8#4(J!0$:!'3$,%+($!1+%*(3%!
#I,#--+8#!+$%#&'#&#$,#E!!

H*#-#!&#9340%(&5!J&+$,+J4#-!0&#!J3&J(-#45!0+<#:!0%!%*#!,($-3<#&!<0&F#%!'(&!4#904!-#&8+,#-E!!
R,,(&:+$9456!+$!<5!%#&<-6!%*#5!'(,3-!($!,($-3<#&!J&(%#,%+($!&#9340%+($!&0%*#&!%*0$!J3O4+,!
9((:!&#9340%+($E!!j#8#&%*#4#--6!+%!+-!#$,(3&09+$9!%(!-##!0$(%*#&!Q3&+-:+,%+($!0:(J%+$9!&+-F?
O0-#:!&#9340%+($6!0$:!1+%*!%*#!03%*(&+%5!0$:!(8#&-+9*%!('!%*#!Q3:+,+0&5E!

!
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H*+-!d!
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o/015#&p!4+,#$-+$9!0&930O45!*0-!'(3&!%5J#-!('!O#$#'+%-E!!2+&-%6!O5!J&(8+:+$9!Z304+%5!0--3&0$,#-6!
4+,#$-+$9!#$,(3&09#-!J#(J4#!%(!3-#!4+,#$-#:!J&('#--+($04!0:8+-(&-!&0%*#&!%*0$!(%*#&!105-!('!
:#04+$9!1+%*!%*#!4016!+$,43:+$9!-#4'?&#J&#-#$%0%+($E!!H*#!Z3#-%+($6!%*#$6!+-!1*#%*#&!-(,+#%5!+-!O#%%#&!
(''!+'!J#(J4#!9#%!%*#+&!4#904!0:8+,#!'&(<!J&('#--+($04!0:8+-(&-E!!Y&('#--+($04+c+$9!4#904!0:8+,#!
0&930O45!-#&8#-!-(,+04!Q3-%+,#6!%*#!&34#!('!4016!0$:!%*#!&#4+0O+4+%5!('!,($%&0,%-E!!_$!%*#!(%*#&!*0$:6!
4#904!J&('#--+($04-!<05!J&(<(%#!-(,+0445!10-%#'34!4+%+90%+($E!!R4-(6!4+,#$-+$96!O5!+$,&#0-+$9!%*#!J&+,#!
('!4#904!0:8+,#6!<05!&#:3,#!4(1?+$,(<#!,4+#$%-
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-#&8+,#-E!!^$!0!,($%#I%!('!4+,#$-+$96!-3,*!-3O-%+%3%#-!0&#!,($'+$#:!%(!a:(?+%?5(3&-#4'W!-#&8+,#-iE!!
Y&+,#!+$,&#0-#-!,0$!04-(!O#!:&+8#$!O5!,($-3<#&-!%*#<-#48#-E!!V#9340%+($!,0$!&#:3,#!3$,#&%0+$%5!
(&!%*#!4+F#4+*((:!('!J((&!Z304+%5!J&0,%+%+($#&-!+$!%*#!<0&F#%E!R-!0!,($-#Z3#$,#6!,($-3<#&-!J#&,#+8#!
%*#!-#&8+,#!%(!O#!('!*+9*#&!Z304+%5!0$:!:#<0$:!<(&#!('!%*#!-#&8+,#6!%*3-!J3-*+$9!3J!%*#!J&+,#iE!!
R!<(&#!#I%&#<#!3$+$%#$:#:!,($-#Z3#$,#!('!4+,#$-+$9!,(34:!+$8(48#!%*#!
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0::&#--#-!
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SOT! -#J0&0%#!03%*(&+-0%+($!'(&!#0,*!&#9340%#:!0,%+8+%56!0,*+#8#:!O5!03%*(&+-0%+($!'&(<!0!
&#9340%(&6!#+%*#&!O5!-#J0&0%#!Z304+'+,0%+($6!(&!'&(<!&#,(9$+%+($!(&!#I#<J%+($!O0-#:!($!
0!J&('#--+($04!%+%4#X!(&!

S,T! ,#&%+'+,0%+($!+$!&#-J#,%!('!-J#,+'+,!0,%+8+%+#-6!O0-#:!($!<##%+$9!%*#!,&+%#&+0!'(&!($#!(&!
<(&#!0JJ&(8#:!,#&%+'5+$9!O(:+#-6!1+%*!,#&%+'+,0%+($!&#,(9$+-#:!'(&!044!&#9340%(&5!
J3&J(-#-!0$:!O#+$9!0$!0::+%+($04!&#Z3+&#<#$%!'(&!%*(-#!*(4:+$9!J&('#--+($04!%+%4#-!
S%*(39*!0JJ&(J&+0%#!#I#<J%+($-!<+9*%!O#!080+40O4#!0-!0!,($-#Z3#$,#!('!0,%+8+%5?
-J#,+'+,!J&+(&!%&0+$+$9!0$:!#IJ#&+#$,#TE!

2+$04456!0$5!&#Z3+&#<#$%!'(&!O#'(&#?%*#?#8#$%!&#9340%(&5!+$%#&8#$%+($!1(34:!04-(!$##:!%(!
0::&#--!%*#!Z3#-%+($!('!1*#%*#&!#I#<J%+($-!-*(34:!,($%+$3#!+$!&#-J#,%!('!-#4'?
&#J&#-#$%0%+($6!J&(8+:+$9!4#904!0:8+,#!0$:!&#J&#-#$%0%+($!1+%*(3%!0!'##!(&!(%*#&!&#10&:6!0$:!
(%*#&!$(%?'(&?J&('+%!0$:!-+<+40&!J&(8+-+($!S,'E!J0&09&0J*-!>E]!0$:!>EU!O#4(1TE! 

 

4.3 During-the-event regulation 

H*#!/#9+-40%+8#!_J%+($-!V#8+#1!-0+:!%*+-!0O(3%!:3&+$9?%*#?#8#$%!&#9340%+($!SLDC]P!R$$#I!>6!
J0&09&0J*!UTP!!

H*#&#!0&#!0!$3<O#&!('!#I+-%+$9!&#9340%(&5!+$%#&8#$%+($-!1*+,*!0&#!%0&9#%#:!0%!%*#!J#&+(:!:3&+$9!
1*+,*!0$!0,%+8+%5!(&!#8#$%!+-!%0F+$9!J40,#6!+$,43:+$9!0-!0!40-%!&#-(&%!0!&#9340%(&!a+$%#&8#$+$9W!+$!S%*0%!
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4.3.1 Standards and the professional principles 
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4.3.2 Handling client money  
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4.3.5 Disclosure and transparency
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4.3.7 Judicial control and oversight 
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4.3.8 Risk-profiling 
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4.3.9 Non-sector-specific requirements 
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