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Singapore Permits Conditional Fee Agreements Between
Lawyers and Clients
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With effect from 4 May 2022, lawyers in Singapore may enter into conditional fee agreements
(“CFAs”) with clients in selected proceedings.
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CFAs are agreements under which lawyers receive the whole or a part of their fees only in certain
specified circumstances as agreed with the client. Such agreements can also provide for an uplift on
fees where the client’s claims or defences are successful or where certain mutually agreed outcomes
are achieved.
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Traditionally, CFAs were prohibited because of the rules against maintenance and champerty, which
Singapore inherited from the English common law system. The disapproval of these concepts
stemmed from a historical fear that allowing a third party with no connection to the case to support
litigation in return for a share of the proceeds would encourage litigants to bring fraudulent and
vexatious claims. The prohibition on arrangements such as third-party funding and CFAs was meant
to prevent such abuses of the court process.
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The prohibition has now been relaxed in many jurisdictions, and a few years ago, third-party funding
was permitted in Singapore for specific categories of claims. In line with developments in other
Commonwealth jurisdictions, the availability of CFAs in Singapore will enhance access to justice by
providing parties with additional funding options to pursue meritorious claims which they may
otherwise not pursue. It may also help discourage weak and frivolous claims as the fees payable are
contingent on the outcome.
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What are CFAs?
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Under the new CFA framework, examples of CFAs that lawyers and clients may enter into include
the following:
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(a) No win, no fee LR, AUH#

The CFA may provide that the client will pay 100% of its lawyer’s fees if its claim succeeds,
or nothing if the claim fails.
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(b) No win, less fee TLHEF, DY

The CFA may provide that the client will pay 100% of its lawyer’s fees if its claim succeeds,
or a reduced amount if the claim fails.
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(c) Win, more fee JEiF, L%

In combination with the other two possibilities above, the CFA may provide that the client will
pay an uplift fee if the claim succeeds, with the uplift to be agreed between the lawyer and
the client.
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The definition of “conditional fee agreement” in the Legal Profession Act 1966 suggests that CFAs
may cover fees, charges, disbursements, expenses and remuneration. This means that lawyers and
clients may negotiate CFAs that cover the client’s disbursements incurred during legal proceedings,
such as filing expenses and printing costs.
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CFAs should be distinguished from contingency fee agreements, which are agreements where the
lawyer involved may share in an agreed percentage of the sum recovered by the client, with no direct
correlation to the work done. Contingency fee agreements continue to be impermissible in
Singapore.
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Despite the existence of CFAs, the client continues to be liable to pay any adverse costs (i.e., if the
client loses an application or the proceeding, the court or arbitral tribunal may order the client to pay
costs to the winning party). Further, if the CFA provides for the payment of an uplift fee, the client
cannot recover this uplift fee as part of an adverse costs order against the losing party. Thus, the
client can only recover from the losing party the normal amount of costs that a court or arbitral
tribunal thinks is reasonable.
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Proceedings where CFAs are permissible
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Generally speaking, CFAs cover proceedings where litigants tend to be more commercially
sophisticated. They are permissible for proceedings similar to those where third-party funding is
available, namely:
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(a) International and domestic arbitration proceedings;
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(b) Certain proceedings in the Singapore International Commercial Court, including appeals;
and

B E PR AR LR R, A ER DK

(c) Court and mediation proceedings that are related to (a) and (b) above, including applications
to stay arbitration proceedings, or applications to enforce arbitral awards.
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Arbitration-related court proceedings cover court proceedings both in Singapore and in states and
territories outside Singapore. This means CFAs may apply, for example, where a lawyer in
Singapore is engaged in respect of proceedings in a foreign court that are connected with arbitration
proceedings.
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CFAs may cover remuneration and costs incurred in relation to preliminary and preparatory advice,
negotiations or settlement of disputes for the purposes of contemplated proceedings in relation to the
claims above, even if those claims are eventually not commenced or the claim is settled.
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Currently, CFAs are not permitted for domestic Singapore court proceedings. The Ministry of Law
has stated that it is studying the feasibility of allowing CFAs in other categories of proceedings.
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Requirements for CFAs
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Lawyers and clients have the freedom to determine a mutually agreeable arrangement for the
payment of fees, subject to the prescribed requirements. For instance, they may agree to a
traditional fee structure in one area of work (e.g., time costs or fixed fees), and a CFA in another.
Parties may also agree to include or exclude the payment of disbursements from the CFA.
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For CFAs to be valid and enforceable, the CFA must comply with certain requirements, including the
following:
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(a) The CFA must be in writing and signed by the client;
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(b) The CFA must not provide for the remuneration and costs to be payable as a proportion of
the sum recovered by the client (i.e., no contingency fee agreements);
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(c)

(d)

The lawyer must provide certain information to the client in plain language, such as the
nature and operation of the CFA, and how the uplift fees are calculated; and
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The CFA must provide for a cooling-off period of five days after the CFA is entered into,
during which the client or lawyer may terminate the CFA by giving written notice. If the CFA
is terminated during this cooling-off period, the client is not liable for any remuneration or
costs incurred except for what was expressly instructed by or agreed to by the client.
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If you would like information or assistance on the above, you may wish to contact the Partner at
WongPartnership whom you normally work with or the following:

CHEN Chi Charles TIAN Xiaoming
Partner — Commercial & Corporate Senior Associate (Foreign Law)
Disputes — International Arbitration

d: +65 6416 2487 d: +65 6517 8717

e: chi.chen e: xiaoming.tian
@wongpartnership.com @wongpartnership.com

Click here to view Chen Chi’s CV.
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