Candidate Number _________

Unit 2 Examination Paper
6 August 2016
Time allowed: 3 hours

To pass this examination candidates must obtain a mark of 50% or above. You must answer
ALL of the questions in Section A and THREE out of FIVE questions in Section B.
Write in full sentences – a yes or no answer will not earn any marks. The mark allocation for
each question and part question is given and you are advised to take this into account in
planning your work. Write in blue or black ink or ballpoint pen.
Please put your candidate identification number at the top right corner of each sheet of paper
(NOT your name) and number the pages. At the end of the examination, attach your answers to
the examination papers and put your paper in proper order in the envelope. Please hand the
envelope to the invigilator and sign the registration form to confirm that you have handed in the
paper.
_______________________________________________

Please write legibly, on one side of the paper only: Marks may be lost if the examiners cannot
read your answers.

Do not turn over this page until instructed by the Invigilator.
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Section A

You must answer ALL of the questions in this section.

1. Explain, with reference to appropriate authority, why the Costs Lawyer Code of Conduct
prohibits costs lawyers from handling client money.
(5 marks)

2. Explain when a lawyer may terminate a retainer. Write a summary, with reference to any
relevant law, briefly outlining the implications should a retainer be wrongfully terminated by a
lawyer.
(10 marks)

3. Explain the differences between novation and assignment with reference to recent common
law developments.
(10 marks)

4. Describe the jurisdiction of first tier tribunals to make an order for costs.
(15 marks)
Total for Section A: 40 Marks
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Section B

You must answer THREE questions in this section out of the following five.
Question 5: Lawyer and Client Costs

You work in-house for a medium-sized solicitor’s firm specialising in commercial work. The firm
has never previously had any major issues with late payment or non-payment of bills. However,
recently a number of the firm’s main clients have started to be slow to pay their bills. There has
also been an increase in the number of clients raising what appears to be nit-picking issues in
order to delay payment.
Recently, on behalf of Bob’s Limousines Limited, the firm has recovered a substantial sum of
money; sufficient to discharge the very high five-figure sum that Bob’s Limousines Limited owes
for costs, disbursements, counsel’s fees, VAT and (as stipulated upon the bills in question)
interest at 8% per annum on each bill after thirty days from delivery thereof. Rather than just
taking the money, the firm has asked you to advise.
Prepare the body of an advice to the firm in what circumstances a solicitor is entitled to a lien
over costs and property recovered.
(Total: 20 marks)
Question 6: Costs in Special Courts

Your solicitor client, Mr Daniel Makin, has been acting on behalf of a client, Mr Ahmed Shah of
Shah’s Shavings Ltd, in a contract dispute involving the supply of pet bedding. Mr Shah
supplies a number of large pet shops nationally. He has just received a request from the
representative for the other party, Pets R Us, asking that he submit to arbitration. There is no
clause in the contract nor in any other legal provision that would oblige Mr Shah to submit to
arbitration, but he is minded to do so if the decision makes commercial sense. Mr Makin
requires your advice as to the advantages and disadvantages of arbitration and how the
assessment of costs would work if Mr Shah were to submit to arbitration. He particularly wants
to know about the impact of the Arbitration Act 1996 as he has no experience of it.
a)   Explain the advantages and disadvantages of arbitration.
(4 Marks)

b)   Briefly outline the procedures for the assessment of costs in arbitration, in what
circumstances the assessment must go to court and how an award may be enforced.
(16 marks)
(Total: 20 marks)
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Question 7: Funding

You have been instructed by Dominic Durant, a solicitor who works for a large firm in
Eastbourne. You have received the file of Heather Scott from him. Dominic Durant acted on
behalf of Ms Scott in proceedings against Eastbourne Care Home, a children’s home where Ms
Scott had resided since she was 8. Ms Scott had suffered sexual abuse whilst residing in that
home. She had made allegations of sexual abuse at the hands of the care workers. Dominic
took initial instructions during an attendance at Ms Scott’s property on the 14 June 2015.
Ms Scott instructed that she had suffered many emotional and psychological problems as a
result of rape and the sexual abuse. She had disclosed feelings of anxiety, stress, and fear
which had made it difficult to adjust or cope for some time afterwards. Ms Scott further
disclosed that, as a result of her feelings, she has a long history of criminal convictions; she has
been involved in petty offences since the age of 12 and has a history of drug and alcohol
misuse.
The matter has now concluded with an apology with “no order as to costs”. The matter was
funded by the LAA (Certificate Number LSP193079A-B2) and the certificate was issued on the
1 July 2015. There is a notice to show cause on the file covering a period of two weeks in
relation to a reassessment of means. The profit costs recorded on the file total £9,300
exclusive of VAT. The funding certificate was discharged on the 19 June 2016.
You have been asked to provide advice on the next steps, how the costs in the claim should be
assessed and the impact of the notice to show cause. Prepare the body of an advice to Mr
Durant.
(20 marks)
Question 8: Funding

You work for Commercial Costs Ltd, a firm dealing in legal costs. You have been instructed on a
regular basis by Miss A Blackstock who is a solicitor. She has recently taken on a new job with
a local firm having been asked by them to set up and run a commercial litigation department.
She has contacted you as she needs to prepare some promotional material for prospective
clients. One of these will be on funding methods in relation to claims in commercial matters.
Prepare a summary for Miss Blackstock of the methods of funding that should be considered by
a solicitor advising her client in relation to a commercial litigation claim.
(20 marks)
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Question 9: Legal Accounts

You are a costs lawyer working in-house for a firm of solicitors, Wright and Brown LLP, in
Bradford. As part of your role at the firm you work as a legal cashier in the firm’s accounts
department. The firm is currently undergoing a large recruitment drive as a result of an influx of
commercial work.
As a result, the firm’s managing partner, Mr Bob Wright, wants to improve training on the
accounting rules that apply in practice. As part of the training materials Mr Wright wishes to
advise new starters of the role of the Compliance Officers for Finance and Administration
(COFAs). Mr Wright recognises that the roles of Compliance Officers for Legal Practice (COLPs)
and for Finance and Administration (COFAs) are an integral part of the SRA’s move to outcomefocused regulation. Mr Wright would like employees to understand more about the SRA’s aim
that firms take responsibility for managing risks to their delivery of legal services.
Mr Wright would also like the training to cover compliance with Rule 1 of the SRA Account
Rules 2011 and the requirement for the firm keep and use separate bank accounts for client
and office money. The firm uses dual cash accounts and clients have their own client ledger.
Finally, Mr Wright would like the notes to contain details of the money laundering regulations.
Mr Wright is conscious that lots of clients have tried to pay invoices in cash and that the
reception staff have been unsure as to how to manage queries from those clients.
Provide the body of the training notes to Mr Wright on the particular aspects he wishes to cover.
(20 marks)
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