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1. Introduction 

The Compensation Bill (Part 2) will provide the framework for the statutory regulation 
of claims management services. The Bill provides for the regulation of the activity of 
providing claims management services and those carrying out the activity will need to 
be either: 

•	 authorised to do so by the regulator; 
•	 subject to exemption under an Order made by the Secretary of State; 
•	 subject to a temporary waiver provided by the regulator; or 
•	 an individual providing claims management services but not in the course of a 

business (such as a volunteer in a legal advice centre). 

The Bill will also exclude from the need for authorisation those persons established 
or appointed under an enactment (e.g. statutory ombudsman). 

It is important that the regulation is proportionate but effective. The regulations will be 
am important part of the structure and underpin the framework in the Bill. This 
document sets out the policy intention for the secondary legislation. 
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2. Background 
The claims management industry started to develop following changes made to 
private funding arrangements in the Access to Justice Act 1999. This legislation 
permitted recovery of success fees, as well as recovery of the premium paid for 
insurance policies taken out to cover opponents’ costs. Furthermore, most personal 
injury claims were removed from Legal Aid, with the exception of complex and high-
value cases and medical negligence claims. This left the market to finance claims 
handling by means of conditional fee agreements (CFAs) and legal expenses 
insurance, altering the make up of the sector to a private market supported by a 
range of providers. This triggered the growth of the claims management industry, 
although intermediaries have subsequently emerged in other sectors. 

Claims managers gather cases either by advertising or direct approach. The claims 
manager then either acts for the client to pursue a claim or as an intermediary 
between the claimant and the lawyers who may represent them. Claims managers 
make money from several sources - referral fees from solicitors, commission on 
auxiliary services, after the event insurance and sometimes from loans to the client. 

The concern underlying the policy aim of bringing “claims management” within a 
regulatory framework has mostly arisen from the conduct by those who are providing 
a service for commercial gain.  It is not the intention that members of a professional 
regulatory body should be subject to double regulation and the Bill provides a 
mechanism to exempt those organisations by Order. However, there may be 
circumstances where there will be a requirement for dual regulation, for example, a 
legal expense insurer who is regulated by the FSA for its insurance activities but not 
for the claims management services it provides. The Bill also provides the 
mechanism to exempt other organisations by Order. 

It is estimated that there are approximately 500 companies operating in the claims 
management sector at present. It is not clear how many might continue to provide 
claims management services post regulation but the number is likely to reduce 
significantly. Regulation of other sectors has seen a sharp drop in the number of 
those seeking authorisation. The framework for this Bill has therefore been designed 
with that in mind. 

Why regulate now? 
Regulation of claims management services was recommended by the Better 
Regulation Task Force (BRTF) in its report‘ Better Routes to Redress’. While the 
report rebutted the idea of a compensation culture (and made the point that claims 
have fallen in recent years) they recommended that, to safeguard genuine claims 
and provide reassurance for consumers, the industry should be regulated. The BRTF 
recommended the industry should attempt self-regulation on a voluntary basis in the 
first instance and if this did not prove to be successful then the Government should 
bring forward statutory regulation.  The Government accepted the recommendations. 

The Claims Standards Council (CSC) was established in 2003 to provide voluntary 
regulation of the claims management industry. Whilst many claims management 
companies have become members there are many others that have not supported 
this attempt at self-regulation. Without total support from the industry and the ‘teeth’ 
to enforce regulation it is clear that in order to raise standards statutory regulation is 
urgently needed. 
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3. Regulatory structure 

Clause 2 provides that persons may only provide claims management services if they 
are authorised, exempted, subject to a waiver or an individual who is not acting in the 
course of a business. Acting in the course of a business would apply to anyone who 
is employed or receiving reward for providing the claims management service. 

Claims management services are defined as “advice or other services in relation to 
the making of a claim”. The claim may be for compensation, restitution, repayment or 
other remedy or relief in respect of loss or damage or in respect of an obligation – 
whether pursued through the courts or by other means (for example the Employment 
Tribunals, Criminal Injuries Compensation Scheme or complaints about the mis-
selling of financial products such as endowment policies). 

The definition in the clause is wide to ensure that all areas where there is a risk to 
consumers from commercial claims management companies can be captured, and 
there is no risk of loopholes. The prohibition in clause 2(1) of the Bill is limited to 
“regulated claims management services”, and services are regulated only if they are 
of a kind prescribed by order of the Secretary of State (see clause (2)(2)(e)). 

This regulation will be proportionate and targeted in areas where there is the greatest 
potential for consumer detriment.  It is the Secretary of State’s intention, subject to 
Parliamentary approval, to apply the regulation initially to claims management 
services in relation to claims for: 

•	 personal injury, 
•	 housing disrepair, 
•	 employment, 
•	 criminal injuries compensation, 
•	 and compensation for the mis-selling of financial products (including endowment 

mis-selling). 

Claims management services will only be covered by the regulator, therefore, if they 
relate to claims of these types.  If a particular concern started to emerge about 
another sector the flexibility of the Order making power would allow for action to 
bring the sector within the scope of the regulation quickly. 

Before making an Order under clause 2(2)(e) the Secretary of State must consult 
with the Office of Fair Trading and any one else who he considers will have an 
interest. Other appropriate consultees will vary according to the particular activity 
under consideration but he might want to consult the President of the Employment 
Tribunals if he is considering regulation of claims related to employment, or the Chief 
Executive of the Criminal Injuries Compensation Authority if considering regulation of 
claims related to criminal injuries compensation. 
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4.  Designate a Regulator 
Clause 3 of the Bill provides the power for the Secretary of State to: 

•	 designate a person to be regulator, 

•	 establish a person to be regulator, or 

•	 to regulate himself. 

The regulator of this sector will be required to demonstrate that they would be 
competent to regulate in accordance with the Better Regulation Task Force’s 5 
principles of better regulation which are: 

- proportionate: regulators should only intervene when necessary. 
Remedies should be appropriate to the risk posed, and costs identified 
are minimised 

- accountable: regulators must be able to justify decisions, and be subject 
to public scrutiny 

- consistent: Government rules and standards must be joined up and 
implemented fairly 

- transparent: regulators should be open, and keep regulations simple and 
user friendly 

- targeted: regulators should be focused on the problem, and minimise 
side effects. 

The Regulator will also need to demonstrate that it has taken account of the 
Hampton report ‘Review of Inspection and Enforcement’1 and can apply its 
recommendations which Government has accepted including that all regulatory 
bodies adopt a risk-based approach to regulation. This requires that regulators justify 
their activities on the basis of risk, and communicate this effectively. The Regulator 
will need to use the full range of tools at their disposal, such as providing good advice 
to facilitate better compliance as well as making a proportionate response to non­
compliance.  Risk based regulation could mean: 

•	 Setting standards or rules which are applied to a whole set of regulated firms 
on the basis of assessments of the risk posed to society by the activities of 
firms of that type 

•	 Setting standards tailored to fit the particular risk to which the conduct of 
particular firms give rise 

•	 Internal risk management systems within the regulatory body 

•	 Allocating resources, mainly inspection of the risk that a regulated person 
poses to the regulator’s objectives 

At the time of producing this statement a firm decision on the identity of the regulator 
has still to be taken. The Claims Standards Council (CSC) have been the main 
contender for designation as the regulator. The CSC have provided voluntary 

1 ‘Reducing administrative burdens: effective inspection and enforcement (Philip Hampton March 
2005) 
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regulation of the sector since September 2004.  The Department for Constitutional 
Affairs appointed an independent expert, Mark Boleat, to assess the CSCs potential 
to be considered for designation as the regulator. His report and the CSC’s response 
have been placed in the libraries of both Houses. 
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5. Exemptions 

The aim of part 2 of the Bill is primarily to protect consumers who are targeted by 
commercial claims management companies.  The definition of claims management 
services was intentionally drawn wide to ensure there were no loopholes that 
unscrupulous companies could use to evade regulation. However, the effect of such 
a wide definition is that it will capture all those providing claims management 
services. The Bill therefore includes a power to exempt.  It is the intention that the 
Secretary of State will by Order exempt persons who provide claims management 
services within the definition at Clause 2 from authorisation. This might include: 

•	 members of specified bodies (intention is to exempt members of legal 
professional bodies including the Law Society, General Council of the Bar and 
Institute of Legal Executives as they already regulate their members) insofar as 
their claims management services are regulated by virtue of their membership of 
the professional body in question 

•	 any person providing regulated claims management services for which they do 
not receive a fee from any person including the claimant, commission or any 
other payment from any organisation providing claims management services 
including solicitors 

•	 any person providing an arbitration, conciliation or ombudsman service that is 
independent of any organisation (any person established or appointed by virtue 
of an enactment will be exempted on the face of the Bill). 

The standards of service provided by candidates for exemption will be a key 
consideration. 

The Secretary of State will need to exercise the power to exempt in accordance with 
general public law principles – fairly and reasonably, taking into account relevant 
criteria, ignoring irrelevant criteria, not fettering his discretion (e.g. by refusing to 
consider a particular class), and not delegating his power (e.g. by leaving it up to 
someone else to decide who fits the criteria). 

The Secretary of State will want to be certain that those providing claims 
management services outside the regulatory net would provide adequate consumer 
protection. The criteria for exemptions needs to be flexible as many of those who 
may be exempted would be providing a different type of service which may not be 
comparable in all respects to authorised persons.  For example, those persons who 
operate in a call centre and merely pass claimants on to a solicitor might not be 
required to apply quite the same level of standards as someone who provides advice 
on the merits of a claim in a legal advice center. The important requirement is that 
persons who are to be exempted provide appropriate consumer protection. 

The Secretary of State will have to be satisfied that a body is of a certain type, and 
meets certain criteria in order to qualify for inclusion in an exemption order. The 
criteria the Secretary of State will apply will depend on the particular organisation but 
we envisage as a minimum it will be as follows: 

•	 If exempting a persons providing claims management services who are already 
subject to regulation by a professional body, he will need to be satisfied that it 
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has in place appropriate rules and codes of conducts regulating the behaviour of 
its members2. 

•	 If exempting other persons or classes of persons the Secretary of State will need 
to be satisfied that is has appropriate standards in place that will provide 
adequate protection to claimants. These may include details of the 
organisational structure, a clear statement of the key objectives for the 
organisation and that it has an appropriate complaints mechanism in place if 
things go wrong. 

The criterion and level of scrutiny need to be flexible and adaptable to suit the 
particular organisation. For example, an organisation that had a good public 
reputation of providing a high standard of service to consumers might not require the 
same level of scrutiny as an organisation where there had been significant public 
concerns about the services they provide. 

In making the Order the Secretary of State can attach certain conditions that the 
exempted person must comply with. This might include a requirement that the 
exempt person should ‘have regard’ to a specified code of practice or apply the 
same standards as authorised persons. 

It is important to bear in mind that exemption from the need to seek authorisation is 
a privilege and those organisations who fail to provide the high level of service that 
will be expected from authorised persons could have their exemption withdrawn. 

2 The legal professional bodies including the Law Society, Bar Council and Institute of Legal 
Executives are all authorised bodies for the purposes of the Courts and Legal Services Act 1990.  The 
Secretary of State approves their rules, in consultation with an independent advisory body, the Office 
of Fair Trading and the 4 designated judges, in relation to rights of audience and rights to conduct 
litigation so therefore already has judged the standards of those bodies 
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6. Appeals 
Amendments to the Bill provide for the establishment of a Claims Management 
Services Tribunal to act as a disciplinary tribunal where the Regulator refers an 
allegation of misconduct or breach of the rules to it, and to act as an appellate 
tribunal  where an authorised person appeals against decisions of the Regulator in 
respect of: 
• refusal to grant of authorisation 
• grant of authorisation on terms or subject to conditions 
• imposition of conditions on authorisation 
• suspension of authorisation 
• cancellation of authorisation 

The amendments provide that the President, Deputy President and members of the 
Tribunal shall be the President, Deputy President and members of the Financial 
Services and Markets Tribunal (which deals with appeals against decisions of the 
Financial Services and Markets Authority). There is also provision for the Lord 
Chancellor to make rules about the proceedings of the Tribunal, which will be made 
subject by statutory instrument subject to the negative resolution procedure. 

The administration of the Tribunal will be dealt with by the Tribunals service, which is 
being created as an executive agency of DCA in April 2006. 

This arrangement will make the best use of existing judicial and administrative 
infrastructure, and is also proportionate to the likely number of appeals - which is 
difficult to predict with accuracy but it is anticipated to be small given the number of 
firms operating in the market. 
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7.  Functions of the Regulator 
The purpose of the regulation making powers in Clause 7, and detailed in the 
Schedule, is to provide the mechanism to set out the detail of the regulatory 
functions. The regulations will set the boundaries and make it clear what the statutory 
requirements are on the regulator and authorised persons. 

i) Background
The detail of the regulatory functions including granting authorisations will be 
specified in Regulations made by Order of the Secretary of State.  The regulations 
will also provide for transitional arrangements to cover matters arising before the 
commencement of any provision in Part 2. 

Regulations to be made under the Schedule will include the provisions which relate 
to: 

•	 Granting waivers 
•	 Establishing the process for granting authorisation including the charging of fees 
•	 Setting standards for the conduct of authorised persons (making rules and codes 

of practice) 
•	 The investigation and determination of complaints 
•	 The requirements for indemnity insurance 
•	 Appeals against a refusal to grant an authorisation, attach conditions to an 

authorisation or suspend or cancel an authorisation 
•	 Enforcement 

ii) Waiver of requirement for authorisation 
It is the policy intention to use the Order making power in clause 4 to exempt 
organisations and persons who meet the criteria for exemption. Organisations and 
others who will be included in the first Order are being gathered during the passage 
of the Bill.  It is the Government’s intention that the first Order should include all those 
who do not need to seek authorisation under the Bill.  However, given the wide 
definition in the Bill and the fact that it will only apply to those sectors included in the 
clause 2(2)(e) Order there may be some organisations who will unintentionally miss 
having their name added to the Order. 

The waiver will be used by the regulator as a temporary measure where a person or 
organisation meets the criteria for an exemption and should therefore be formally 
exempted by Secretary of State’s Order under clause 4(2). This would allow the 
person or organisation to continue to provide claims services pending the making of 
an Order. The waiver will be time limited and expire at the end of 6 months. 
Regulations will give the regulator the power to waive the need for authorisation if the 
criteria for exemption are met. 

iii) Grant of authorisation 
A key regulatory function is considering applications and authorising persons to 
provide regulated claims management services. 

The aim is to keep the authorisation procedure as efficient and straightforward as 
possible while ensuring that those who are authorised are competent and have the 
appropriate business structures in place. They should also be considered suitable to 
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provide regulated claims management services by demonstrating that they comply, 
and can continue to comply, with the Regulator’s rules and code of practice. 

The Regulator will authorise entities (either individuals or bodies corporate or 
unincorporate). Where an individual is authorised as a sole trader the Regulator will 
be required to satisfy himself that the individual satisfies the criteria for authorisation. 
Where bodies are authorised the Regulator will be required to satisfy himself that 
those in control of the company (the Chief Executive and Board of Directors in the 
case of a limited company, or the partners where the business is a partnership) 
satisfy the criteria for authorisation and are competent to ensure employees under 
their supervision provide regulated services in accordance with the rules and code of 
practice. 

It will be a requirement of the Rules that those in a management or controlling 
capacity provide personal details (names, addresses, dates of birth and details of 
other partnerships or directorships held in the last five years). 

Sectors  
Claim Management companies offer advice in a number of areas. Initially the 
regulation will be targeted in the following areas; personal injury, housing disrepair, 
employment, criminal injuries compensation and the mis-selling of financial products. 
Authorisation will be granted on a sectoral basis, and applicants will be able to seek 
authorisation for any or all of these areas.  An assessment of competence to provide 
the service will be based on competence in the particular sector(s) concerned. For 
example, if a claims management company seeks authorisation to offer claims 
management services for personal injury claims it must demonstrate an 
understanding of the process for making claims, such as obtaining a conditional fee 
agreement and after the event insurance.  The person seeking authorisation might 
also need to show that it is able to judge from the significance of the injury or/and the 
evidence whether the person has a legitimate claim. 

Types of Service 
In addition to offering services in relation to different types of claim, individual claims 
management companies differ in the range of services provided – for example, some 
simply offer a straightforward referral to a solicitor, while others undertake the full 
management of the claims process and the provision of advice in relation to a claim. 
Some actually represent clients in handling claims, for example, in endowment mis-
selling. The complexity of regulatory task is directly related to the complexity of the 
work the providers undertake on behalf of the consumer, and some rules may only 
apply to more complex work – for example some rules would only be relevant if the 
claims management company offered advice to the consumer. The fewer the rules 
there are to apply, the simpler the regulatory task. It is therefore envisaged that within 
each category of claim, there will be further segmentation according to the type of 
service provided. More work will be required by the Regulator on how these are to be 
defined, taking account of the views of industry and wider stakeholders. The scope 
of authorisation to provide regulated claims management services will therefore vary 
between companies. 

Application process 
The Regulator will be responsible for grants of authorisation. The procedure will 
involve: 

The Application Form 
• Applications must be in writing and in the form specified by the Regulator. 
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•	 It will be open to the Regulator to seek further information or to clarify any aspect 
of the application which is unclear. 

•	 The Regulator will acknowledge receipt of an application within a reasonable 
timeframe. 

Applicants will be required to: 
•	 State the scope of the authorisation which is sought, 
•	 Provide information about; 

- management structure (e.g. description of roles including 
responsibility for decision-making and financial controls) 

- financial circumstances (e.g. capital adequacy/solvency requirements) 
- arrangements for accounting 
- practice or proposed practice in relation to the provision of information 

about fees 
- actual or proposed arrangements for training 
- arrangements or proposed arrangements for holding clients’ money 
- arrangements or proposed arrangements for insurance 
- actual or proposed connections or arrangements with other persons 

(e.g. a parent company, or a subsidiary)

- actual or proposed complaints procedure


•	 Controlling individuals will be required to provide personal information about: 
- criminal records 
- their involvement in proceedings in any court or tribunal 
- any relevant proceedings of a body exercising functions in relation to a 

trade or profession 
- qualifications 

•	 Controlling individuals will be required to make a statement of competence 
demonstrating that they have the knowledge and skills required to provide the 
regulated service(s), including details of relevant experience 

•	 The applicant person/organisation will be required to certify that they have read 
and understood the rules and code of practice, and sign a declaration that they 
comply, and will continue to comply, with them. 

•	 The applicant person/organisation will be required to pay a non-refundable 
application fee. 

Assessment by the Regulator 
•	 The Regulator will make checks as necessary on controlling individuals, 

including; 
- criminal records 
- Disqualified Director’s Register 
- Disciplinary action by the legal professional bodies or Financial 

Services Authority 

•	 The Regulator will assess applications, and will make a judgement, based on all 
the evidence available, about whether or not to grant authorisation. This will take 
account of both the applicant’s fitness and competence to provide the regulated 
service, and compliance with the rules and code of practice 

•	 The Regulator may grant authorisation on specified terms or subject to 
compliance with specified conditions. For example, authorisation might be 

13




granted for a lower level of advice than the applicant wishes. Conditions might 
include a requirement that the person be granted authorisation for a fixed period 
whilst it makes arrangements to meet a specific rule or code requirement. 

Notification of Decision 
The Regulator will be required to notify applicants of its decision in writing within 
a reasonable time frame (dealing with the first wave of applications may take 
between 3-6 months but it is anticipated that applications will be dealt with more 
quickly). 

•	 Where authorisation is granted, the Regulator will be required to add the 
applicants to the public register of persons authorised - showing names, 
business addresses, and the type of authorisation held. This will provide a 
means for consumers and others involved in the claims process (such as 
solicitors and insurers) to check that a claims management company is correctly 
authorised. 

Appeals 
•	 If the Regulator refuses authorisation, or grants authorisation subject to 

conditions, applicants will be entitled to appeal against the Regulator’s decision 
to the Claims Management Services Tribunal 

iv) Fees 
The fee structure will be clarified in the regulations. The regulator will charge fees for 
authorisation and periodic fees for renewal of authorisation to support the regulation. 
Fees could be charged on the basis of the annual turnover of the business or 
graduated depending on the number of persons employed by the company. 

The regulator will be able to waive, reduce or repay fees in specified circumstances. 
He might waive fees if the person is not eligible for exemption or waiver but they are 
not charging fees for providing the service. It is envisaged that persons found to be 
in contravention of the rules and code of practice will pay higher fees for continued 
registration than persons with unblemished records. 

We anticipate that fees would only be repaid if the regulator had over-charged the 
person. 

The failure to pay fees might lead to suspension of authorisation. The Regulator 
would give authorised persons a reasonable time frame in which to pay fees.  He 
would also take steps to actively establish why the authorised person had not paid 
the fees in the required time.  Non-payment of fees might be an indication of 
difficulties within the business and he would want to establish quickly what the 
difficulties are and how that might affect consumers.  A decision to suspend 
authorisation would not be taken lightly and only after thorough and careful 
investigation of the background. 

The Regulations will specify that fees will be agreed by the Secretary of State with 
the person he designates a Regulator, or specified by the Secretary of State should 
he transfer the function of the Regulator to himself. If the Secretary of State were to 
regulate directly he would need to have more direct control of the fee charging 
structure.  Anticipate that the regulator would advise the Secretary of State of the 
proposed fees for the coming financial year based on a careful and considered 
analysis of the anticipated expenditure on regulation. 
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The Regulations will also set out the anticipated accounting arrangements for the 
Regulator including auditing. Anticipate as a minimum that the Regulator’s accounts 
should be audited annually.  Audited accounts should be provided to the Secretary of 
State, within a time frame to be specified in the Rules, following the end of the 
financial year. 

v) Complaints 
Authorised persons will be required to have in place a procedure for handling 
consumer complaints. Where a consumer feels that a complaint to an authorised 
person has not been resolved to their satisfaction, they may refer the matter to the 
Regulator. We envisage that there will be a separate division within the Regulator’s 
administrative structure which will investigate complaints. The Complaints Division 
will: 
• Investigate the complaint 
• Determine the complaint 

If the complaint is upheld, the Regulator will either: 
(a) issue a warning where there is a finding of inadequate service; or 
(b) take disciplinary action where there is a finding of professional 

misconduct. 

A pattern of complaints concerning poor service might lead the Regulator to initiate 
disciplinary action. 

There will not be any right of appeal for consumers against decisions of the 
Regulator, other than judicial review. Where a complaint leads to disciplinary action 
by the Regulator, authorised persons will have a right of appeal (see below). 

vi) Conduct of authorised persons
Compliance with terms and conditions of authorisation will ensure that all persons 
providing regulated claims management services maintain high standards and 
appropriate conduct when dealing with consumers.  It will be the Regulator’s 
responsibility to ensure that authorised persons comply with the Rules and the Code 
of Practice. The Regulator will ensure compliance by undertaking periodical, risk-
based audits of companies, investigating complaints and intelligence that lead to a 
concern that a company may be in breach of the terms and conditions of 
authorisation. Rules and Codes of Practice will be used as a condition of 
authorisation and the regulator could impose conditions on, suspend or withdraw 
authorisation if there is a breach of either. 

vii) Rules and Code of Practice 
It is a requirement of the Bill for the Regulator to prescribe the rules and the Code of 
Practice. In order that regulation can get underway speedily the Department for 
Constitutional Affairs commissioned a consultant to provide model rules.  There was 
a clear requirement for the consultant to test out the model with stakeholders and 
those who will be most affected including claims management companies.  The 
model rules are attached at Annex A. The rules will be a useful starting point which 
we suggest could be appropriate for the regulator to adopt. 

The regulations that will be made in relation to the rules and code will set out how 
they will be prepared, published and consulted on. It will be important that there is 
wide consultation of the rules and code of practice. We envisage that much of this 
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will be done by face- to-face contact at meetings and workshops with those who will 
be most affected. Feedback from companies likely to be regulated under the 
Compensation Bill and their views on the practicality of the proposals will be 
important to ensure the Rules and Code of Practice will work well. 

It is the intention that there will be a formal written consultation but anticipate this will 
be shorter than the usual 12 weeks because of the extent of the consultation that will 
be carried out before full publication.  We would expect the regulator to circulate the 
documents for consultation. 

Following consultation the Regulator must provide a draft of the rules and code of 
practice to the Secretary of State for approval. He must specify the exact nature and 
duration of the consultation and provide details of those who responded to the 
consultation. 

viii) Disciplinary Arrangements 
A finding of professional misconduct against an authorised person (for example a 
breach of the rules or code of practice) may arise from a complaint or may be 
initiated by the Regulator separately from a complaint. Where the Regulator makes 
such a finding he may: 
• impose conditions on a person’s authorisation 
• suspend a person’s authorisation 
• cancel a person’s authorisation 

A decision of the Regulator to suspend or cancel a person’s authorisation would have 
the effect of determining a civil right (as the person would not be able to continue 
trading) and would therefore be subject to Article 6 of the European Convention on 
Human Rights. In order to ensure compliance with the Convention, such decisions by 
the Regulator will not come into effect for a period of 28 days, during which an 
authorised persons will have a right to appeal the decision to the Claims 
Management Services Tribunal. This will ensure that an authorised person has the 
right to a fair hearing before an independent and impartial tribunal for the purposes of 
Article 6. 

However, where multiple or particularly serious allegations are involved, the 
Regulator will have the discretion to apply to refer disciplinary matters directly to the 
Tribunal without himself reaching a decision. The Regulator will also have the power 
to seek an interim direction prohibiting the provision of claims management services 
pending a full hearing. This could be used where there was the potential for serious 
harm to consumers if an authorised person were to continue trading. 

ix) Compensation scheme 
The regulations may make provision for establishing a compensation scheme. 
Compensation from the scheme will only be payable as a last resort where the 
authorised persons own indemnity insurance will not cover the loss.  Funding of the 
scheme will be met by authorised persons; it will not be met from public money. It is 
unlikely that the regulator will set up the scheme in the early days of regulation and it 
is equally uncertain that the regulator will be able to get suitable indemnity cover until 
it achieved a reputation in the sector. 
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x) Enforcement 
• Clause 6 regulations – Enforcement –unauthorised persons 

These Regulations will provide the power for enforcement actions the Regulator (or 
his authorised agent) can take if there is cause to suspect a person is providing 
regulated claims management services without authorisation, exemption or waiver. 
They detail the investigative steps that the Regulator should consider in determining 
if an offence has been committed, both in examination of their own records and 
registers in relation to the person being investigated and the credibility of the 
complaint. 

In investigating the offence the regulator may request information or documents, 
enter and search premises where the suspected unregulated service is being carried 
out, and take copies of written and electronic records found on a search. Regulations 
will specify a time frame for the production of any documents or information 
requested by those suspected of providing unauthorised services and, where 
evidence is not forthcoming, clarify the circumstances when a warrant might be 
applied for to gain entry to obtain such documents. 

They will provide guidance on the behaviour of those serving the warrant including 
proving their authorisation, the limits of their powers and the necessity, if requested 
to do so, to provide details of any property or documentation retained during the 
search. Details will also be included of actions that may constitute an offence 
including the obstruction of authorised officers in their search and providing 
incomplete or misleading information. 

• Schedule paragraph 15 regulations – Enforcement – regulated persons 

These Regulations provide the power for enforcement actions the Regulator (or his 
authorised agent) can take if there is cause to suspect improper conduct of an 
authorised person in providing claims management services. They indicate the 
possible sources of complaint and the issues that the Regulator needs to consider 
before deciding its Rules and Codes of Contract have been breached and a full 
investigation is appropriate. 

If, during the course of an investigation, an authorised person does not: 
(i) comply with a requirement to provide information or documents; or 
(ii) attempts to obstruct the Regulator’s attempt to enter and search 

premises or take copies of documents, 
the Regulator has the power to suspend, revoke or cancel all or part of the persons 
authorisation on either a permanent or temporary basis. Such sanctions would be 
commensurate with the severity and scope of the offence, and would not come into 
effect for twenty eight days unless the Regulator applied to the Claims Management 
Services Tribunal for an interim direction suspending the authorised person from 
providing the services pending a full hearing. 

In investigating the offence the regulator may request information or documents, 
enter and search premises where the suspected regulated service is being carried 
out, and take copies of written and electronic records found on a search. Regulations 
will specify a time frame for the production of any documents or information 
requested and, where evidence is not forthcoming, clarify the circumstances when a 
search may be requested or when a warrant might be applied for to gain entry to 
obtain such documents. 
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They will also provide guidance on the behaviour of those serving the warrant 
including proving their authorisation, the limits of their powers and the necessity, if 
requested to do so, to provide details of any property or documentation retained 
during the search. Details will also be given of actions that may constitute an offence 
including the obstruction of authorised officers in their search and providing 
incomplete or misleading information. 
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