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Membership and Powers

Membership and Powers

The Public Accounts Committee is a Standing Committee established in accordance with 
Standing Orders under Section 60(3) of the Northern Ireland Act 1998. It is the statutory 
function of the Public Accounts Committee to consider the accounts, and reports on 
accounts laid before the Assembly.

The Public Accounts Committee is appointed under Assembly Standing Order No. 56 of the 
Standing Orders for the Northern Ireland Assembly. It has the power to send for persons, 
papers and records and to report from time to time. Neither the Chairperson nor Deputy 
Chairperson of the Committee shall be a member of the same political party as the Minister 
of Finance and Personnel or of any junior minister appointed to the Department of Finance 
and Personnel.

The Committee has 11 members including a Chairperson and Deputy Chairperson and a 
quorum of 5.

The membership of the Committee since 23 May 2011 has been as follows:

Ms Michaela Boyle 3 (Chairperson) 
Mr John Dallat 5 (Deputy Chairperson) 
Mr Roy Beggs 14 
Mr Trevor Clarke 8 
Mr Alex Easton 12 
Mr Phil Flanagan 13 
Mr Paul Girvan 
Mr Ross Hussey 
Mr Daithí McKay 7 
Mr Adrian McQuillan 1 
Mr Seán Rogers 6

1 With effect from 24 October 2011 Mr Adrian McQuillan replaced Mr Paul Frew
2 With effect from 23 January 2012 Mr Conor Murphy replaced Ms Jennifer McCann
3 With effect from 02 July 2012 Ms Michaela Boyle replaced Mr Paul Maskey as Chairperson
4 With effect from 02 July 2012 Mr Conor Murphy is no longer a Member and his replacement on this committee has 

not yet been announced
5 With effect from 07 September 2012 Mr John Dallat replaced Mr Joe Byrne as Deputy Chairperson.
6 With effect from 10 September 2012 Mr Sean Rogers was appointed as a Member
7 With effect from 10 September 2012 Mr Daithi McKay was appointed as a Member
8 With effect from 01 October 2012 Mr Trevor Clarke replaced Mr Alex Easton
9 With effect from 11 February 2013 Mr Sammy Douglas replaced Mr Sydney Anderson
10 With effect from 15 April 2013 Mr Chris Hazzard replaced Mr Mitchel McLaughlin
11 With effect from 07 May 2013 Mr David McIlveen replaced Mr Sammy Douglas
12 With effect from 16 September 2013 Mr Alex Easton replaced Mr David McIlveen
13 With effect from 06 October 2014 Mr Phil Flanagan replaced Mr Chris Hazzard
14 With effect from 06 October 2014 Mr Roy Beggs replaced Mr Michael Copeland



ii



iii

Table of Contents

Table of Contents

List of abbreviations used in the Report iv

Executive Summary 1

Summary of Recommendations 2

Introduction 3

Governance 4

Procurement of Stockbroker Services 5

Monitoring Performance 5

Quality of Service 6

Conclusion 6

Appendix 1

Minutes of Proceedings 9

Appendix 2

Minutes of Evidence 17

Appendix 3

Correspondence 47

Appendix 4

List of Witnesses 121



Report on Managing and Protecting Funds Held in Court

iv
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the Committee Public Accounts Committee (PAC)

C&AG Comptroller and Auditor General

CFO Courts Funds Office
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Executive Summary 

Executive Summary 

1. The Courts Funds Office (CFO) is a business unit within the Northern Ireland Courts and 
Tribunals Service (NICTS) which is an agency of the Department of Justice (the Department). 
The CFO provides a banking and investment service for the civil courts in Northern Ireland, 
looking after money when a child (minor) has been awarded damages as a result of civil legal 
action, and managing the financial affairs of people who have become mentally incapacitated 
(patients).

2. Funds may be invested in a variety of ways with judicial approval. These include being placed 
in deposit accounts, short-term and long-term investment accounts, and being invested in 
certain designated securities.

3. Court Funds Office (CFO) provides a service to some of the most vulnerable people in our 
society, managing their money at the behest of the courts. As such, it should aspire to 
the highest standards of performance and customer care. However the CFO has been a 
Cinderella service, stuck in the past and not providing value for money.

4. Modernisation has been delayed for too long. Despite a modernisation programme 
commencing in 2004 the programme is still not complete and legislative change has been 
delayed. The CFO appears too content to rely on long established models of investment 
for clients’ funds. A more modern approach is needed to deliver returns while managing 
investment risk and reducing the administrative burden.

5. The CFO is operating an archaic service and it has failed to take the necessary steps to 
implement a client-focused approach. A radical overhaul is required and this should be 
undertaken by Courts Service as a matter of urgency to ensure that it provides an efficient, 
effective, open and transparent service to all of its clients.
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Summary of Recommendations

Recommendation 1
The Committee recommends that the NICTS establishes the necessary independent 
financial expertise within the governance structures of the CFO to ensure that investment 
decisions taken on behalf of its clients are robustly challenged. A statutory committee 
should be established at the earliest possible juncture.

Recommendation 2
It is unacceptable that little or no progress has been made in putting in place the 
legislative changes required to support modernisation. The Department and the NICTS 
should pursue these reforms as a matter of urgency to modernise the CFO.

Recommendation 3
The implementation of modern business processes supported by a new IT system 
would help to make the service provided by the CFO more efficient and the Committee 
recommends that it should be implemented as a priority.

Recommendation 4
While investments should take account of liquidity needs, this should not be at the 
expense of investment returns. The Committee recommends that the NICTS introduces 
a new model of investment, utilising pooled investment funds, to maintain returns while 
managing investment risk effectively and reducing the administrative burden.

Recommendation 5
The Committee recommends that the CFO establishes fair and equitable arrangements for 
recovering its costs from clients.

Recommendation 6
Regular client satisfaction surveys should be a feature of the CFO’s operations.



3

Introduction

Introduction

1. The Public Accounts Committee (the Committee) met on 25 February 2015 to consider the 
report of the Comptroller and Auditor General on Managing and Protecting Funds Held in 
Court. The witnesses were:

 ■ Mr Nick Perry, Accounting Officer, Department for Justice DoJ;

 ■ Mr David Lavery, Director of Access to Justice, DoJ;

 ■ Mr Ronnie Armour, Accountant General and Accounting Officer, NICTS;

 ■ Mr Richard Ronaldson, Deputy Accountant General, NICTS;

 ■ Mr Kieran Donnelly, Comptroller and Auditor General (C&AG); and

 ■ Mr Jack Layberry, Treasury Officer of Accounts, Department of Finance and Personnel.

2. The Courts Funds Office (CFO) is a business unit within the Northern Ireland Courts and 
Tribunals Service (NICTS) which is an agency of the Department of Justice (the Department). 
The CFO provides a banking and investment service for the civil courts in Northern Ireland, 
looking after money when a child (minor) has been awarded damages as a result of civil legal 
action, and managing the financial affairs of people who have become mentally incapacitated 
(patients).

3. Funds may be invested in a variety of ways with judicial approval. These include being placed 
in deposit accounts, short-term and long-term investment accounts, and being invested in 
certain designated securities. The CFO currently manages around £290 million on behalf of 
14,000 clients, and uses a stockbroker to advise on appropriate investments that should be 
tailored to individual client’s needs.

4. The Court Funds Office (CFO) provides a service to some of the most vulnerable people in 
our society, managing their money at the behest of the courts. As such, it should aspire 
to the highest standards of performance and customer care. However the CFO has been a 
Cinderella service, stuck in the past and not providing value for money.

5. In taking evidence, the Committee examined four themes.

 ■ Governance;

 ■ Procurement of stockbroker services;

 ■ Monitoring performance; and

 ■ Quality of service.
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Governance

6. Investment decisions taken on behalf of clients must receive judicial approval. Under 
current arrangements the CFO relies on the professional advice of a stockbroker to make 
recommendations to a judge of the relevant court regarding the investment of client funds.

7. The CFO appears to be reluctant to acknowledge that it has a skills deficit. However, despite 
having responsibility for managing around £290 million on behalf of 14,000 clients only three 
of the 21 staff employed by the CFO have any relevant financial expertise. The witnesses 
told the Committee that the expert advice provided by the stockbrokers is scrutinised by the 
CFO and ultimately by a judge. However, the Committee questions the rigour with which the 
CFO can scrutinise the stockbroker’s advice as it does not possess the necessary skills and 
expertise. The CFO is wholly reliant on the judgement of a third party in choosing the most 
suitable investments for its vulnerable clients.

8. In response to a review undertaken in 2003, the NICTS established a Judicial Liaison Group 
(the JLG). The JLG provides a forum for the judiciary to express their view in relation to CFO 
operations. It is encouraging the NICTS has put in place an oversight mechanism however, it is 
disappointing that the JLG has not yet been established as a statutory committee and that, at 
present, it has only one independent board member with a financial background. The Director 
of Access to Justice demonstrated a great deal of complacency regarding the status of the JLG 
and told the Committee that establishing a statutory committee was a ‘secondary issue’.

Recommendation 1
The Committee recommends that the NICTS establishes the necessary independent 
financial expertise within the governance structures of the CFO to ensure that investment 
decisions taken on behalf of its clients are robustly challenged. A statutory committee 
should be established at the earliest possible juncture.

9. In 2004, NICTS began a modernisation programme intended to ‘review all aspects of 
business policy, practices and operations to ensure a modern, professional, transparent, 
flexible and cost effective service to meet the specific needs of clients and stakeholders’. 
However, the modernisation programme lacked impetus and was formally closed in 2010 with 
only limited progress. The NICTS Accounting Officer acknowledged that progress had not been 
as prompt as he would have liked and he agreed that there is a long way to go in establishing 
a modernised service.

Recommendation 2
It is unacceptable that little or no progress has been made in putting in place the 
legislative changes required to support modernisation. The Department and the NICTS 
should pursue these reforms as a matter of urgency to modernise the CFO.

10. The IT system currently operated by the CFO has not been updated in the last 18 years. 
Witnesses confirmed that the system is time consuming to operate, does not provide 
adequate management information and in the event of the system breaking down a time 
consuming manual work around would be required. It is anticipated that the implementation 
of a new IT system would generate a 20 per cent reduction in staffing costs.

11. A business case for the procurement of a new system has been approved and off-the-shelf 
packages are available to meet the needs of the CFO.
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Procurement of stockbroker services

Recommendation 3
The implementation of modern business processes supported by a new IT system 
would help to make the service provided by the CFO more efficient and the Committee 
recommends that it should be implemented as a priority.

Procurement of stockbroker services

12. The CFO employed the same stockbroker for over 70 years, from the 1930s until 2008, 
without testing the market. The Committee finds this astonishing. Competitive tendering is 
the cornerstone of good public procurement. That it took this length of time before any form 
of competition was undertaken is damning of CFO’s management.

13. A review undertaken in 2003 recommended the competitive procurement of a stockbroker 
service. However, it took until 2008 for the CFO to award a 5 year contract for the provision 
of stockbroker services. The contract was worth £3 million, but the CFO failed to develop a 
business case in support of the contract. In 2013 the contract was due for renewal. On this 
occasion the CFO prepared a business case, but failed to fully appraise all of the options 
available.

14. In the Committee’s view it has taken far too long for CFO to establish arrangements which 
comply with public sector procurement practice. The lack of control over the award of these 
contracts makes it difficult for the CFO to demonstrate that it achieved value for money.

15. CFO holds less than £3,000 in individual low interest deposit accounts on behalf of 
approximately half of all of its clients. This equates to approximately £87m of clients’ funds 
being held in low interest bearing accounts to maintain liquidity, yet the CFO only pays out in 
the region of £50m annually. This overly cautious approach is cumbersome to administer and 
clients are losing out on potential returns.

16. The CFO has disregarded pooled investment models which have proved successful in 
other jurisdictions in favour of individual client investment arrangements which are archaic 
and create a heavy administrative burden. The Committee is well aware of the need to 
manage the risks associated with clients’ funds however consideration should be given 
to implementing a new model of investment, utilising pooled investment funds, to improve 
returns while managing investment risk effectively and reducing the administrative burden.

Recommendation 4
While investments should take account of liquidity needs, this should not be at the 
expense of investment returns. The Committee recommends that the NICTS introduces 
a new model of investment, utilising pooled investment funds, to maintain returns while 
managing investment risk effectively and reducing the administrative burden.

Monitoring performance

17. The CFO has been remiss in its monitoring of investment performance for many years and 
does not have specific targets for the performance of its stockbroker. Only recently has it 
introduced much needed improvements, including benchmarking against the FTSE all-share 
index and against neighbouring jurisdictions. The witnesses indicated that, over the last 
three years the CFO has outperformed the market. It is vital that this information is available 
publically in the interests of openness and transparency.
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18. The witnesses were confident that no clients have suffered losses due to poor investment 
decisions. Given the lack of effective monitoring of investment performance, the Committee is 
not assured on this point.

Quality of service

19. Legislation allows the CFO to deduct charges from clients’ funds to manage and run the 
service provided. However, at present interest rates are too low to enable the CFO to 
recover its costs and it is, therefore, administered by the NICTS which receives a grant 
from the Department of Justice. Previously, between 1997 and 2010 the costs to the CFO 
of administering funds in court were covered by interest and dividends accruing on cash 
investments. This meant that, in effect, those with smaller funds subsidised the cost of fund 
management for those with larger funds. The NICTS Accounting Officer accepted that this 
charging regime was unfair.

Recommendation 5
The Committee recommends that the CFO establishes fair and equitable arrangements for 
recovering its costs from clients.

20. The witnesses indicated that they take comfort from the fact the CFO receives very few 
complaints. However, given that the CFO provides a service to some of the most vulnerable 
members of society, the Committee does not consider that this is an appropriate indicator 
of client satisfaction. The Committee was reassured to learn that the CFO has plans to 
undertake a customer satisfaction survey and would suggest that this should be completed 
on a regular basis.

Recommendation 6

Regular client satisfaction surveys should be a feature of the CFO’s operations.

Conclusion

21. The CFO is operating an archaic service and it has failed to take the necessary steps to 
implement a client-focused approach. A radical overhaul is required and this should be 
undertaken by Courts Service as a matter of urgency to ensure that it provides an efficient, 
effective, open and transparent service to all of its clients.
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Minutes of Proceedings of the Committee Relating to the Report

Tuesday, 24 February 2015 
Room 29, Parliament Buildings

Present: Ms Michaela Boyle (Chairperson) 
Mr John Dallat (Deputy Chairperson) 
Mr Alex Easton 
Mr Phil Flanagan 
Mr Paul Girvan

In Attendance: Ms Lucia Wilson (Assembly Clerk)  
Mr Jack Peel (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer)

Apologies: Mr Adrian McQuillan 
Mr Roy Beggs 
Mr Trevor Clarke

3:49pm The meeting began in open session

5. Inquiry into Managing and Protecting Funds Held in Court – Introduction to Briefing Session

NIAO staff provided an introduction to the Briefing Session on Managing and Protecting Funds 
Held in Court in open session.

4:02pm The meeting moved into closed session.

6. Inquiry into Managing and Protecting Funds Held in Court –Briefing Session

The Committee received briefing from NIAO staff on the inquiry into Managing and Protecting 
Funds Held in Court in closed session.

7. Inquiry into Managing and Protecting Funds Held in Court –Preparation Session

The Committee conducted a Preparation Session for the Inquiry into Managing and Protecting 
Funds Held in Court during which Members selected their chosen areas for questioning during 
the evidence session on 25th February.

[EXTRACT]
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Wednesday, 25 February 2015 
Senate Chamber, Parliament Buildings

Present: Mr John Dallat (Deputy Chairperson) 
Mr Roy Beggs 
Mr Alex Easton 
Mr Phil Flanagan 
Mr Paul Girvan 
Mr Adrian McQuillan 
Mr Sean Rogers

In Attendance: Ms Lucia Wilson (Assembly Clerk) 
Mr Jack Peel (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer)

Apologies: Ms Michaela Boyle (Chairperson) 
Mr Trevor Clarke 
Mr Phil Flanagan

2:05pm The meeting began in closed session.

1. Inquiry into the Department of Justice: Managing and Protecting Funds Held in Court – 
Preparation Session

The Committee conducted a Preparation Session for the Inquiry into the Department of 
Justice: Managing and Protecting Funds Held in Court.

2:10pm Mr Girvan joined the meeting.

6. Inquiry into Managing and Protecting Funds Held in Court – Evidence Session

2:15pm The meeting moved into open session.

The Committee took oral evidence on the above inquiry from:

 ■ Mr Nick Perry, Accounting Officer, Department of Justice

 ■ Mr David Lavery, Director of Access to Justice, Department of Justice

 ■ Mr Ronnie Armour, Chief Executive, Northern Ireland Courts and Tribunals Service

 ■ Mr Richard Ronaldson, Deputy Accountant General, Courts Funds Office, Northern Ireland 
Courts and Tribunals Service

The witnesses answered a number of questions put by the Committee and agreed to provide 
additional information in writing.

2:46pm Mr Easton left the meeting.

2:56pm Mr Easton re-joined the meeting.

3:00pm Mr McQuillan left the meeting.

3:25pm Mr McQuillan re-joined the meeting.

3:29pm Mr Rogers left the meeting.

3:36pm Mr Rogers re-joined the meeting.

3:48pm Mr Girvan left the meeting.
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4:15pm The meeting moved into closed session.

4:18pm Mr Girvan re-joined the meeting.

[EXTRACT]
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Wednesday 11 March 2015 
Room 29, Parliament Buildings

Present: Ms Michaela Boyle (Chairperson) 
Mr Roy Beggs 
Mr Trevor Clarke 
Mr Alex Easton 
Mr Paul Girvan 
Mr Daithi McKay 
Mr Adrian McQuillan

In Attendance: Ms Lucia Wilson (Assembly Clerk) 
Mr Jack Peel (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer)

Apologies: Mr John Dallat (Deputy Chairperson) 
Mr Phil Flanagan 
Mr Ross Hussey 
Mr Sean Rogers

2:09pm The meeting began in open session.

2:45pm The meeting moved into closed session.

2:21pm Mr McKay joined the meeting.

2:41pm Mr Clarke left the meeting.

3:09pm Mr McKay left the meeting.

3:25pm Mr McKay re-joined the meeting.

3:29pm Mr McQuillan left the meeting.

3:30pm Mr McQuillan re-joined the meeting.

3:35pm Mr McQuillan left the meeting.

3:38pm Mr McQuillan re-joined the meeting.

10. Inquiry into DOJ: Managing and Protecting Funds Held in Court – Issues Paper

Agreed: The Committee agreed that the C&AG should produce the first draft of the 
Committee report for consideration.

[EXTRACT]
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Minutes of Proceedings of the Committee Relating to the Report

Tuesday, 21 April 2015 
Room 21, Parliament Buildings

Present: Ms Michaela Boyle (Chairperson) 
Mr John Dallat (Deputy Chairperson) 
Mr Roy Beggs 
Mr Trevor Clarke 
Mr Alex Easton 
Mr Phil Flanagan 
Mr Paul Girvan 
Mr Adrian McQuillan 
Mr Sean Rogers

In Attendance: Ms Lucia Wilson (Assembly Clerk) 
Mr Jack Peel (Assistant Assembly Clerk) 
Mrs Danielle Saunders (Clerical Supervisor) 
Mr Darren Weir (Clerical Officer)

Apologies: Mr Ross Hussey

12:40pm The meeting began in open session.

12:42pm The meeting moved into closed session.

6. Inquiry into the Department of Justice: Managing and Protecting Funds Held in Court – 
Correspondence

Agreed: The Committee agreed to note the correspondence from the Department of 
Justice.

12:45pm Mr Flanagan and Mr Rogers joined the meeting

Agreed: The Committee agreed not to hold a PAC Meeting on Wednesday 6th May due 
to its proximity to the polling day for the Westminster elections on Thursday 7th 
May.

7. Inquiry into the Department of Justice: Managing and Protecting Funds Held in Court – 
Consideration of Draft Report

Agreed: The Committee considered its draft report on the above inquiry.

Main Body of Report:

Paragraph 6: Read and agreed.

Paragraph 7: Read and agreed.

Paragraph 8: Read and agreed.

Recommendation 1: Read and agreed.

Paragraph 9: Read and agreed.

Recommendation 2: Read and agreed.

Paragraphs 10-11: Read and agreed.

Recommendation 3: Read, amended and agreed.

Paragraphs 12-14: Read and agreed.
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Paragraph 15: Read, amended and agreed.

Paragraph 16: Read and agreed.

Recommendation 4: Read and agreed.

12:50pm Mr Clarke left the meeting.

Paragraphs 17-18: Read and agreed.

Paragraph 19: Read and agreed.

Recommendation 5: Read and agreed.

Paragraph 20: Read and agreed.

Recommendation 6: Read and agreed.

Executive Summary:

Paragraphs 1-5: Read and agreed.

12:53pm Mr Clarke re-joined the meeting.

Summary of Recommendations:

Recommendations 1-2: Read and agreed.

Recommendation 3: Read, amended and agreed.

Recommendations 4-6: Read and agreed.

Agreed: The Committee agreed the minutes, minutes of evidence and correspondence to 
be included as appendices to the report.

Agreed: The Committee ordered the report to be printed.

Agreed: The Committee agreed the report to be launched on Wednesday 13th May and 
for a draft press release to be brought before the Committee on Wednesday 
29th April.

12:58pm The meeting moved into open session

[EXTRACT]
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Minutes of Evidence — 25 February 2015

25 February 2015

Members present for all or part of the 
proceedings:

Mr John Dallat (Deputy Chairperson) 
Mr Roy Beggs 
Mr Alex Easton 
Mr Paul Girvan 
Mr Adrian McQuillan 
Mr Seán Rogers

Witnesses:

Mr David Lavery 
Mr Nick Perry

Department of Justice

Mr Ronnie Armour 
Mr Richard Ronaldson

Northern Ireland 
Courts and Tribunals 
Servic

1. The Deputy Chairperson (Mr Dallat): We 
have with us Mr Nick Perry, accounting 
officer at the Department of Justice; Mr 
Ronnie Armour, chief executive of the 
Northern Ireland Courts and Tribunals 
Service; and Mr Richard Ronaldson, 
deputy accountant general of the Court 
Funds Office (CFO). The Comptroller and 
Auditor General, Mr Kieran Donnelly; and 
the Treasury Officer of Accounts, Mr Jack 
Layberry, are also present. Members will 
find biographies of all our witnesses in 
their pack. 

2. Thank you for joining us today; you are 
very welcome. We will begin with a few 
questions from the Deputy Chairperson, 
and I wish to direct my first question to 
Mr Nick Perry. 

3. The Court Funds Office provides a 
service to some of the most vulnerable 
members of society. What steps are 
you taking to address the governance, 
performance, management and quality-
of-service issues raised in the Audit 
Office report?

4. Mr Nick Perry (Department of Justice): 
Thank you very much, Deputy Chair. 
Perhaps at the outset I could just say 
that the Department welcomes the 
report and make three quick points that 
go to your question about the work of 
the Court Funds Office. First, the core 

purpose of the CFO is to protect the 
investments of vulnerable clients on 
behalf of the court. The CFO is neither 
a commercial investment operation 
nor a normal Civil Service business 
department; it is a department of the 
court, operating under judicial direction. 
Secondly, the responsibility to protect 
client assets fundamentally determines 
the way the CFO approaches its task. 
It deliberately manages funds in a 
careful and cautious manner and works 
hard to ensure that its 14,000 clients 
receive a tailored, reliable and, where 
possible, personal service that meets 
their needs. Thirdly, I accept that there 
is more we can do and that aspects 
of modernisation have been too long 
delayed. To that end, I have asked 
the chief executive to put in place a 
programme of work to implement the 
recommendations of the Audit Office 
report. That work is already under 
way, and Mr Armour will update the 
Committee on progress and outline his 
action plan, moving forward. 

5. Our general approach in responding to 
the report is that we accept that we 
can do more to strengthen governance 
arrangements at the CFO, and we are 
taking steps to appoint an additional 
financial member to the judicial liaison 
group (JLG), which oversees the 
operations of the office at a strategic 
level. We are looking at putting a 
representative in place to represent 
customer and client interests. We are 
taking steps to improve transparency 
and the IT system. 

6. It is perhaps worth saying that the CFO 
is already subject to very considerable 
oversight. It is unique, I think, among DOJ 
bodies in that it is subject to oversight by 
both the judiciary and the Civil Service. 
The chief executive of the Northern 
Ireland Courts and Tribunals Service 
oversees its work, the JLG monitors it at 
a strategic level, and the Courts Service 
management board monitors progress. 
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The chief executive will report to me 
and the departmental board quarterly 
on progress in implementing these 
recommendations. There is a great deal 
of oversight and accountability already 
built in. A lot more is happening, building 
on the recommendations in this report. 
It is a report that we take very seriously, 
as we do the CFO’s duty to its clients and 
the court.

7. The Deputy Chairperson (Mr Dallat): I 
am sure that members will be consoled 
that you are taking the report very 
seriously. Certainly, my colleagues took 
the report very seriously and will have 
some very searching questions to ask 
your team today, not least why you have 
had the same stockbrokers since 1930. 
That is an astonishing fact. 

8. The Audit Office report indicates 
that little information is available on 
the performance of the Court Funds 
Office accounts. Can you provide the 
Committee with an overview of how 
well the CFO has performed against 
its 2013-14 targets? I remind you that 
you have just told me in your opening 
remarks that you can do more and that 
there is considerable oversight; indeed, 
you said that there was a great deal 
of oversight. Members will be most 
interested to hear about this.

9. Mr Perry: I will perhaps ask the 
chief executive to reply on the detail 
of performance against targets. On 
transparency generally, the office has 
been doing a lot to try to make more 
information available in its annual 
report on the website. Investments are 
outperforming the market, as they have 
since 2011. A great deal of work goes 
into dealing face-to-face with clients 
and making sure that they have the 
information they need. On the specific 
point about targets, perhaps I could ask 
the chief executive to reply.

10. Mr Ronnie Armour (Northern Ireland 
Courts and Tribunals Service): We 
have performance standards, which 
we publish in our annual report and 
accounts and which are available on the 
Courts Service website. The service that 
we provide achieves all those standards, 

looking specifically at the administrative 
service. In terms of our stockbroker, 
we do not have specific targets for the 
performance of our funds, but we do 
benchmark that performance against 
the FTSE all-share index and against 
neighbouring jurisdictions. In each of 
those benchmarking exercises, we are 
currently performing higher, as we have 
consistently since 2011. 

11. The Committee may wonder why we 
do not have specific targets for the 
stockbroker. I suppose that goes to the 
nature of the Court Funds Office. We are 
not a commercial organisation in the 
sense that you would normally expect in 
dealing with investments and the like. 
The business of the Court Funds Office 
is centred on protecting court funds and, 
as accountant general, it is my statutory 
obligation to protect the funds that are 
held in my name and for which I am 
accountable to the court. In a sense, we 
do not have the targets for stockbrokers. 
It is not about them going out there and 
taking risks to increase the value of 
funds; it is about protecting those funds. 
However, it is encouraging to be able to 
report to the Committee that the values 
of those funds are rising and we are 
outperforming neighbouring jurisdictions 
and the FTSE all-share index.

12. The Deputy Chairperson (Mr Dallat): I 
understand, Mr Armour, that you are not 
going to invest your funds in oil wells 
that may or may not exist in Australia, 
or gold mines in Africa or whatever, 
but surely you have a responsibility to 
ensure that the most vulnerable people, 
whose money you have, is benchmarked 
and invested in the best possible way.

13. Mr Armour: We absolutely do. Both I 
and my colleagues in the Court Funds 
Office take that obligation extremely 
seriously, as does the court. The court 
will pay very particular and careful 
attention to the work that we do 
and to the investments that we are 
making. We have a stockbroker, and 
that stockbroker advises us on the 
investments that we should make. 
The investments are divided into three 
portfolio types and, if the Committee 
wishes, I can talk you through each of 
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those. The three portfolio types are 
invested depending on client needs and 
in consultation with the client and the 
court. It is through those funds that we 
balance our performance: looking at the 
funds, seeing how they are doing and 
benchmarking them against others.

14. The Deputy Chairperson (Mr Dallat): 
Obviously, my colleagues will want to 
ask you some pertinent questions 
about that, and I will leave it to them 
to do that. Clearly, we are interested 
in the reasons why that fund was not 
managed in the way that it should 
have been in the past, and we want to 
know why people were either sitting on 
their hands or were not interested in 
what was happening. In the interests 
of accountability, you would agree that 
it is vital that the public sector bodies 
manage their performance. You outlined 
how that is probably happening now 
and, I suspect, since the report was 
published. Perhaps not. However, in this 
case, the Courts Service management 
board did not discuss the Court Funds 
Office’s performance at any meeting 
between February 2006 and June 2012. 
I refer members to paragraph 2.3 on 
page 10 of the Audit Office report. Can 
you explain, Mr Lavery, I think —

15. Mr David Lavery (Department of 
Justice): Yes, I was the chief executive —

16. The Deputy Chairperson (Mr Dallat): 
— what on earth was happening for 
six years when there was not even a 
discussion taking place?

17. Mr Lavery: That is because I had 
established a court funds judicial liaison 
group with the explicit responsibility of 
overseeing the work of the Court Funds 
Office. I thought that it was much more 
appropriate that we have an oversight 
body designed specifically to look at 
court funds, and representatives who 
had an understanding of the nature of 
the work of the Court Funds Office. That 
was one of the recommendations of a 
consultancy report that I commissioned 
in 2003. As I said, I established a 
judicial liaison group, which, at the 
time, I co-chaired with one of the senior 
High Court judges. I think that that was 

a much more appropriate oversight 
mechanism than the management board 
of the Courts Service.

18. The Deputy Chairperson (Mr Dallat): 
Mr Lavery, I understand that a liaison 
board is very important to bring people 
together, but surely it falls far short of 
a body that would be responsible for 
monitoring the performance of the CFO.

19. Mr Lavery: No. With respect, Chair, 
that was explicitly the role of the 
liaison group. It received reports on the 
performance of the Court Funds Office, 
and that was the purpose for which it was 
established. It was also there to reflect 
the views of clients of the Court Funds 
Office. We had, for example, the Master 
of the Office of Care and Protection, 
many of whose clients were also clients 
of the Court Funds Office. We also had 
the Official Solicitor to the Court of 
Judicature, many of whose clients were 
clients of the Court Funds Office. We also 
had senior judicial representatives from 
the County Court.I would argue that we 
had a bespoke oversight arrangement 
that was much more tailored to the 
business of the Court Funds Office than 
a general management board for the 
Courts Service.

20. The Deputy Chairperson (Mr Dallat): 
OK. We will park that for a moment. I 
am sure that some of my colleagues will 
want to pick you up on that because it 
seems rather strange.

21. At paragraph 2.7 on page 11 of the 
Audit Office report we are told:

“Court Service has been considering 
establishing a statutory committee since 
2007”.

22. How well has that progressed?

23. Mr Lavery: We certainly intend to 
establish a statutory committee but 
putting a committee on a statutory 
basis does not change, in any sense, 
the function that it discharges. When 
we enact new legislation, which we 
are committed to doing, we will almost 
certainly replace the liaison group with 
a statutory version of the same thing. 
However, putting it on a statutory basis 
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is, to my mind, a secondary issue. 
The main thing is to have an oversight 
mechanism for the Court Funds Office, 
and whether it is statutory or extra-
statutory does not seem to me to be 
materially significant.

24. The Deputy Chairperson (Mr Dallat): 
I am sorry; you are confusing me, Mr 
Lavery.

25. Mr Lavery: I beg your pardon.

26. The Deputy Chairperson (Mr Dallat): 
You are confusing me, and perhaps 
you can clarify it. Why have you been 
considering establishing a statutory 
investment advisory committee since 
2007 when you have just told us that it 
is not really important anyway?

27. Mr Lavery: No, that is not what I said; 
I said that we had already put in place 
an extra-statutory committee — in 
other words, a non-statutory committee, 
which is the court funds judicial liaison 
group that I established in 2005. When 
the opportunity arises to change the 
legislation, we will almost certainly bring 
that onto a statutory footing. I am saying 
to the Committee that I do not think that 
statutory status would materially alter 
the function that it discharges.

28. Mr Armour: If I could comment, 
Chair, the important thing for me is to 
ensure that the judicial liaison group 
is as strong as it possibly can be. As 
Mr Lavery has indicated, when the 
opportunity is there, we want to take 
forward legislation to put the committee 
on a statutory footing but, in the interim, 
I think the important thing is that we 
make sure that the committee is as 
strong as it can be. I am currently 
looking at how we might do that.

29. The report helpfully suggests that we 
should strengthen our independent 
financial advice expertise on the 
committee. In April this year, we will 
appoint a second independent member 
to the committee who will bring very 
significant financial expertise. That 
is a positive development. The report 
also recommends that we need some 
consumer representation on the 
committee. I currently have the official 

solicitor sitting on that group, and I have 
been working very closely over the past 
number of months with her. She is in 
almost daily contact with clients and is 
very well — perhaps uniquely — placed 
to represent their views. Nonetheless, 
one of the things that I want to do is to 
take the recommendation in the report 
and appoint an independent consumer 
representative. We are taking steps to 
work towards that as quickly as we can.

30. The Deputy Chairperson (Mr Dallat): 
You say “quickly”: why has it not been 
implemented sooner, and when will it be 
implemented?

31. Mr Armour: I received this report when 
I took up my post in September last 
year. I have already discussed with 
the judiciary and the judicial liaison 
committee the need to implement the 
recommendation in this report. Court 
funds is a complex area, and we are 
dealing with some very sensitive and 
significant issues. For me, it is about 
getting the right person. We could go out 
and appoint an independent person to 
come and sit on the committee, but it 
is about getting the right person who is 
best placed to cover the wide range of 
individuals whose funds we care for.

32. The Deputy Chairperson (Mr Dallat): 
Mr Armour, you say that you took over 
responsibility in September.

33. Mr Armour: Yes.

34. The Deputy Chairperson (Mr Dallat): 
I have a couple of short questions 
before I move to other members. Were 
you shocked by what you found in 
September?

35. Mr Armour: No. I have to say that I was 
not shocked by what I found. I have had 
an opportunity, I suppose, to look at the 
Court Funds Office with a —

36. The Deputy Chairperson (Mr Dallat): 
You say that you “suppose”; I would 
rather that you were definite.

37. Mr Armour: I will be definite: no, I was 
not shocked by what I found. In all 
honesty, I have been very impressed 
with the staff in the Court Funds Office 
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and the job that they do. I have been 
impressed with the relationship that we 
have developed with the stockbroker 
and the way in which the stockbroker is 
overseen both by the staff in the Court 
Funds Office and by the judiciary —

38. The Deputy Chairperson (Mr Dallat): 
This question may come up later: who is 
the stockbroker responsible to?

39. Mr Armour: The stockbroker is 
appointed by the Courts and Tribunals 
Service and is, ultimately, responsible to 
me, as —

40. The Deputy Chairperson (Mr Dallat): 
Who does that?

41. Mr Armour: They are responsible to 
me, as chief executive and accountant 
general.

42. Mr McQuillan: I have a couple of wee 
questions on the back of what you were 
saying. Mr Lavery, you talked about 
referring the views of the clients to the 
oversight committee. Will you explain to 
me how that happens? How does that 
work in reality?

43. Mr Lavery: The views of the clients?

44. Mr McQuillan: Yes.

45. Mr Lavery: The views of the clients 
are central to the work of the Court 
Funds Office. There is contact right at 
the beginning, when funds are brought 
into court, to ascertain the needs of 
the client. Those can vary, of course; 
you might have an elderly person who 
requires a regular income, or you might 
have a young person whose money will 
be preserved for them until they are 
18. We discuss with the client or their 
representatives on an individual basis 
what their requirements are, and we 
then refer the matter to the stockbrokers 
to advise on the appropriate way 
of achieving those interests. The 
stockbrokers have, in broad terms, three 
portfolio strategies that are designed to 
meet particular needs such as income 
generation, capital preservation and 
so forth. We then put the stockbroker’s 
recommendation before the judge of the 
relevant court for approval. On a case-

specific basis, the needs of the client 
are taken into consideration at the point 
when the investment is being made.

46. The point that I made to the Chairman 
was that, in addition to that, the 
oversight committee, which is called 
the judicial liaison group, has members 
who deal with a large number of 
clients of the Court Funds Office. The 
Official Solicitor to the Supreme Court 
represents, as solicitor, quite a large 
number of the clients and is on the 
liaison group. The other figure who 
represents a lot of clients is called 
the Master of the Office of Care and 
Protection. That office is part of the 
Court of Judicature, which deals with 
patients who, essentially, are people 
who cannot manage their own affairs. 
The Master of the Office of Care and 
Protection is also a member of the 
oversight committee. Both those people 
can speak on behalf of the service being 
provided to client groups that very much 
make up the majority of the clients of 
Court Funds Office business.

47. Mr McQuillan: Thanks for that. It is a 
wee bit clearer in my head. It seems 
from what you are saying that a lot of 
trust is placed on the stockbroker and 
his advice. Is his advice always taken 
or chatted about through the oversight 
committee?

48. Mr Lavery: The oversight committee 
does not look at individual investment 
recommendations; that is the job of the 
judge who is dealing with the case. The 
first port of call is Mr Ronaldson and 
the staff of the Court Funds Office. They 
look at what the client has told them 
about their requirements and what the 
stockbroker is recommending. If there is 
any challenge, it would be done at that 
stage. The final decision on endorsing 
the stockbroker’s recommendation lies 
with a judge or High Court master. As Mr 
Perry explained, there are two measures 
of scrutiny: the work that the Courts 
Service does through the Court Funds 
Office and, ultimately, the decision of 
the judge on whether to approve the 
stockbroker’s recommendation.
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49. Mr McQuillan: Thank you. Mr Perry, 
the fund holds around £290 million on 
behalf of 14,000 clients. That is a lot of 
money, yet in paragraph 2.8 on page 11 
of the report, we are told:

“None of the groups overseeing the work 
of the CFO has the necessary independent 
financial expertise to challenge investment 
policies and strategies, or assess the quality 
of advice provided by the stockbroker.”

50. It is very concerning that the CFO 
manages £290 million but does not 
possess any independent financial 
expertise.

51. Mr Perry: Since 2011, the JLG has 
included an independent board member 
who has a financial background. As 
Mr Armour has just explained, we 
have reinforced that with a second 
independent member who has particular 
expertise.

52. Mr McQuillan: That has been reinforced 
on the back of this report.

53. Mr Perry: That is true.

54. Mr McQuillan: Had it not been for the 
report, that might never have been 
reinforced.

55. Mr Perry: That is true. Paragraph 
2.8 refers specifically to “financial 
expertise”, and that is correct. However, 
as Mr Lavery has explained, there is, 
of course, intense scrutiny of individual 
investment decisions by the court and 
by Courts Service management, as there 
has been for many years. There are 
intelligent experienced people who have 
great concern for the clients and for 
doing their best for them. We certainly 
recognise the need to reinforce the 
financial expertise in that area, but there 
has been a great deal of independent 
scrutiny for a prolonged period.

56. Mr McQuillan: I will move on to Mr 
Ronaldson. Paragraph 2.11 on page 
12 of the report indicates that you do 
not enough appropriately qualified staff 
to review and challenge investment 
recommendations. Why has that skills 
gap not been addressed before now? Is 
it being addressed by you as a matter of 
urgency?

57. Mr Richard Ronaldson (Northern Ireland 
Courts and Tribunals Service): The 
recommendation is to identify any skills 
gap, if it is there.

58. Mr McQuillan: The report says that it is 
there.

59. Mr Armour: In fairness, that might 
be a question for me rather than Mr 
Ronaldson, who is a member of staff in 
the office. Maybe I could help you with 
that one.

60. The Deputy Chairperson (Mr Dallat): 
Mr Armour, I mean no disrespect, but I 
would prefer that members choose who 
answers their questions.

61. Mr McQuillan: Let Mr Ronaldson answer 
my question. You can then come in.

62. Mr Ronaldson: Since just before 2000, 
there has been a qualified accountant 
in the office. We have three qualified 
accountants in the office, and there 
is oversight from another qualified 
accountant. The JLG also has an 
independent member. The scheme of 
qualifications that was introduced in 
2010 was really to help us to become 
an intelligent customer and to give us a 
bit of experience, a bit more knowledge 
and enhance the knowledge of the 
accountants who were already in post. 
The investment recommendations are 
dealt with by the investments team, 
which is a small team in the office. We 
have three members of staff who are 
qualified by the Chartered Institute of 
Securities and Investment, and I believe 
that that is sufficient. We plan to run 
in-house training in the office —

63. Mr McQuillan: So it is not really 
sufficient. If you are going to run in-
house training, what is there at the 
minute is not sufficient. Is that what you 
are saying?

64. Mr Ronaldson: I believe that it is 
sufficient, but to enhance the knowledge 
in the office and to try to feed down 
some of that expertise to other 
members of staff, we will run in-house 
training. It helps with cover during leave 
periods and things like that.
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65. Mr McQuillan: Fair enough. Mr Armour, 
do you want to add anything?

66. Mr Armour: Mr Ronaldson has answered 
the question very fully. I would just 
make the point that, when the report 
was written, the Court Funds Office 
was dealing with an issue called “flexi 
orders”. I think that that was probably 
the issue that Audit Office had in 
mind when it made that comment 
and recommendation. The Court 
Funds Office is no longer dealing with 
flexi orders and we now have a very 
experienced stockbroker. The role of the 
Court Funds Office is about overseeing 
the work of the stockbroker.

67. Mr Ronaldson has explained the 
qualifications that a number of senior 
members of staff in the office have, and 
I am currently satisfied that we have 
the skills we need to do the job that is 
required of us at this point. That said, 
as I indicated earlier, we are bringing 
a second financial expert in to work 
alongside us, and I will certainly be 
willing to take his mind on that issue as 
a point of reassurance.

68. The Deputy Chairperson (Mr Dallat): In 
paragraph 2.11, we are told that:

“The CFO is awaiting the outcome of a court 
case before reviewing the need for further 
staff training”.

69. We are then told that:

“Although work has commenced on drafting a 
programme of legislative reform, it may take 
at least three years to introduce.”

70. Can you reconcile that with the evidence 
that you and Mr Ronaldson have just 
given to this Committee?

71. Mr Armour: We have received the 
outcome of that court case, and, on the 
back of that, I am content that the staff 
are suitably qualified for the job that 
they are currently doing. Staff training 
is an issue that is, rightly, kept under 
consideration. That is why I say to the 
Committee that I want to take the mind 
of the financial expert we are bringing in 
just to reassure myself that I am right in 
my assessment.

72. The Deputy Chairperson (Mr Dallat): 
Earlier, Mr Lavery told us that the 
stockbroker is responsible to a judge. 
It is far from me to offer an opinion on 
any judge, but I assume that he has no 
particular expertise in investment and 
finance.

73. Mr Lavery: He will certainly have 
considerable experience of approving 
investments.

74. The Deputy Chairperson (Mr Dallat): 
I do not question that, but I am talking 
specifically about the ability of a 
stockbroker to do the right thing.

75. Mr Lavery: I think that the stockbroker 
does his job, and the judge does his or 
her job in the sense of challenging and 
testing the match between what the 
stockbroker is proposing and what the 
client requires. The judges are certainly 
not second-guessing the stockbrokers’ 
advice. The stockbrokers were procured 
competitively, and they are one of the 
top 20 firms in the United Kingdom, so 
we are satisfied with the expertise that 
we have there. I do not think that it is 
really appropriate to try to duplicate 
that expertise somewhere else in the 
system. We pay the stockbrokers to 
provide expert advice. It is scrutinised by 
the Court Funds Office and, ultimately, 
by the judge.

76. The Deputy Chairperson (Mr Dallat): 
You paid the stakeholders a great deal of 
money, and I am sure that my colleagues 
will remind you of that later on.

77. Mr McQuillan: I have one more 
question. Mr Armour, it seems to 
me that, if this report had not been 
produced, there would have been no 
changes at all in the CFO. You would 
have just carried on with the same old, 
same old.

78. Mr Armour: I do not accept that. As I 
said in response to a question from the 
Chair, having looked at the work of the 
Court Funds Office with fresh eyes when 
recently appointed, it is clear to me that, 
consistently over the past number of 
years, there has been a desire and a 
willingness to continuously improve the 
work of the office. The Chair referred to 
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the past 10 years. When you look over 
the past 10 years —

79. Mr McQuillan: There is a difference 
between a desire and willingness, and 
actually doing something. I might have a 
desire and willingness to be First Minister, 
but I doubt that I will ever make it.

80. Mr Armour: When you look over the 
past 10 years, I think that you can see, 
at key junctures, the progress that has 
been made. Has progress been as 
quick as colleagues would have liked? 
No, it has not, but there have been a 
number of reasons for that, including 
legal challenges that we had to await 
the outcome of. There have certainly 
been a lot of developments. Mr Lavery 
mentioned the establishment of the 
judicial liaison committee. There has 
been a modernisation programme that 
has taken a number of positive steps. 
We have introduced investment strategy 
guidelines and closed a number of 
sub-accounts in rationalising matters. 
Over the past number of years, we have 
taken forward legislation through a small 
number of clauses that have assisted us. 
Is there still a long way to go? Absolutely, 
there is a long way to go, and that is why 
we put the modernisation programme 
in place. As Mr Perry indicated, I am 
accountable to him and to Mr Lavery for 
performance management, as well as 
wider accountability for the delivery of 
that programme.

81. The Deputy Chairperson (Mr Dallat): I 
want to make sure that we understand 
each other, Mr Lavery. I get the 
impression from chairing this meeting 
that the message you are giving us is 
that absolutely everything is rosy in 
the garden and there is no need for 
change. Hopefully, I am picking up from 
Mr Armour that, actually, there is a great 
deal of need for change. Which is it?

82. Mr Lavery: Of the people at the table, I 
have the most experience of this. I was 
the accountant general from 2001 until 
2012.

83. The Deputy Chairperson (Mr Dallat): 
Not the best period, I would have 
thought.

84. Mr Lavery: No, I dispute what you are 
saying, Chair. In your opening remarks, 
you said that the organisation had not 
been managed properly. I dispute that 
entirely. There is no basis in the Audit 
Office report to suggest that.

85. The Deputy Chairperson (Mr Dallat): 
Mr Lavery, is there any point, really, in 
discussing the report? The Department 
has already accepted it.

86. Mr Lavery: We accepted the 
recommendations in the report.

87. The Deputy Chairperson (Mr Dallat): 
The report is damning.

88. Mr Lavery: No, it is not damning. It 
does not sustain the remark that you 
made in your introductory observations. 
I commissioned a major review of 
the Court Funds Office by Amtec, the 
consultancy firm that also advises the 
Court Funds Office in England and Wales. 
It reported in 2003 and made a wide-
ranging number of recommendations, 
and we have implemented, in whole or in 
part, its recommendations. For example, 
it recommended the competitive 
procurement of a stockbroker service, 
and we did that.

89. The Deputy Chairperson (Mr Dallat): 
Can you tell me when that started, Mr 
Lavery?

90. Mr Lavery: The report was in 2003, 
and we began a procurement exercise 
in 2005. The actual procurement was 
interrupted for legal reasons, but it was 
completed in 2008. We had a further 
procurement in 2013. The point that 
I am trying to get across concerns Mr 
McQuillan’s point that, if we had not 
had the Audit Office report, nothing 
would have been done. That is an unfair 
reflection of what the Courts Service 
did. We commissioned a major review 
in 2003, and we have implemented the 
greater part of those recommendations. 
We welcome the Audit Office’s further 
consideration, and Mr Armour is taking 
forward the further recommendations. 
It would be wrong for the Committee 
to form the impression that nothing 
was done to improve the Court Funds 
Office. Some of the things that we 



25

Minutes of Evidence — 25 February 2015

have already discussed are specific 
examples of that improvement. When I 
was appointed, there was no oversight 
body for the Court Funds Office. Amtec 
recommended one, and I appointed 
one. I think that that is an improvement. 
I did not have the Audit Office to tell 
me that; rather, that was put in place 
as a fairly early improvement. I think 
therefore that it would be misleading for 
the Committee to form the impression 
that nothing happened, or would have 
happened, until the report came out.

91. The Deputy Chairperson (Mr Dallat): I 
certainly hope that nobody would accuse 
the Committee of misleading anyone. 
Our evidence is based on a report that 
has been agreed by the Department.

92. Mr Beggs: I am struggling to get a 
clear picture of how the whole system 
works together. One of the comments 
that I picked up on was that the 
investment is determined by the judge 
in individual cases. Then there are the 
24 administrative staff, and then there 
is the professional stockbroker who 
has been brought in to do the investing. 
What does the judge determine?

93. Mr Lavery: The judge determines 
whether the recommendation by the 
stockbroker is appropriate for the 
client’s needs, and the judge will look to 
the Court Funds Office to have explored 
the client’s needs with the client or 
the client’s representatives. Therefore, 
ultimately, the investment is made on 
the order of the court, and the judge 
makes that order.

94. Mr Beggs: I am told that you have 
something like 14,000 clients, so, 
presumably, there are 14,000 meetings 
with a judge, on a regular basis, to look 
at where the investment has gone.

95. Mr Lavery: No, that would be 
misleading, Roy. A lot of the clients will 
have had investment packages in place 
for many years. The judge would have 
to look at the case again only if the 
investment was going to be altered in 
some way.

96. Mr Beggs: Most people, if they want to 
invest money, keep some in the bank for 

quick access. After that, you determine 
the level of risk and reward. Why does 
the legislation not allow your system 
to operate in a similar fashion, without 
the intervention of the judge, which also 
minimises a judge’s time? Is reasonable 
reward without undue risk not all that is 
needed?

97. Mr Lavery: It is, but the money is being 
managed on behalf of the client by the 
court. That is the job of the court. The 
law requires the court to manage the 
fund on behalf of the client. As the 
Committee knows, the clients are either 
young people — under the age of 18 
— who have not the legal authority to 
manage their own affairs, or patients 
who perhaps have not got the mental 
capacity to manage their own affairs. 
Therefore, the court is making the 
investment decisions on their behalf.

98. Mr Beggs: There are potentially 14,000 
different investments to be tracked.

99. Mr Lavery: That is true.

100. Mr Beggs: That must be a nightmare, is 
it not? It must be very bureaucratic and 
time-consuming.

101. Mr Armour: Yes. We have 14,000 
clients. It is fair to say, though, that 50% 
of those individuals would have less 
than £3,000, for example, with us. That 
money is held in deposit accounts. We 
do not have 14,000 people with equities 
and shares.

102. Mr Beggs: One thing strikes me. Have 
you considered changing the legislation 
so that you have bands or methods 
of determining the most appropriate 
investment for somebody? Have you 
considered having some criteria in a band 
so that you do not then need to track 
every individual criterion, only whether an 
individual is in the right band? That would 
considerably reduce the bureaucracy that 
is involved in your organisation.

103. Mr Lavery: As I mentioned earlier, 
and Ronnie will say more about it, the 
new stockbroker is moving much more 
towards that standardised approach. 
That is a reflection of that. As I said 
earlier —
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104. Mr Beggs: With the judges, it is not. 
Judges still deal with individual cases.

105. Mr Lavery: The final decision in every 
case has to be made by a judge, but it is 
not as though you have 14,000 different 
types of investments. You now have 
increasing standardisation, into three 
portfolio groups. That has been helpful 
in reducing —

106. Mr Beggs: That is a lot less complicated 
than what you seemed to be talking 
about earlier.

107. Mr Lavery: It depends on the size of the 
case, though. Some cases might require 
to be tailored very much to the specific 
needs of the client, but, generally 
speaking, they would fall into those three 
groups, which would then be adjusted 
according to the individual’s needs.

108. The Deputy Chairperson (Mr Dallat): 
Mr Seán Rogers wants to discuss the 
modernisation programme. We will 
certainly be most interested to hear 
about that.

109. Mr Rogers: Before we go on to 
that, Mr Lavery, you say that you 
accepted the recommendations. 
What Adrian has been talking about 
is the level of expertise in the CFO 
around investment and securities. 
According to the information that we 
have, around four of the 24 staff had 
some sort of qualification. One of the 
recommendations states:

“Court Service should identify and fill the 
skills gap ... to ensure there is a sufficient 
number of appropriately qualified staff to 
review and, where appropriate, challenge 
investment recommendations on behalf of 
clients.”

110. What have you done about that?

111. Mr Lavery: As you have noted, 
three of the staff of the Court Funds 
Office are professionally qualified 
accountants. As Mr Armour said, other 
staff have accredited training through 
an appropriate professional body for 
investments. In addition, Mr Armour 
was saying that we are bringing in an 
additional independent member to join 
the liaison group to which I referred. 

That person will specifically look at 
what skills gap, if any, exists and make 
recommendations to us. Mr Armour is 
asking that person to undertake the role 
as a priority. If it reveals a skills gap, we 
will address it.

112. Mr Rogers: Do you not believe that 
there really is a skills gap?

113. Mr Lavery: Mr Ronaldson said that we 
can always improve. We are certainly 
committed to continuing professional 
development of staff. Refresher 
training, and so on, is necessary and 
desirable in any organisation. What we 
are not doing is training people to be 
stockbrokers. We have appointed one 
of the top 20 firms of stockbrokers 
in the country to provide that service. 
We need staff with the appropriate 
skills to work out whether what the 
stockbroker recommends matches 
the needs of the client in order to put 
the recommendation to the judge to 
approve. I am not going to train staff or 
give the Committee any expectation that 
I would train staff to do a stockbroker’s 
job. That would be quite wrong. As I 
said, we have hired one of the best firms 
in the country to do that job. Our job is 
to test and validate the recommendation 
that it makes against the requirements 
of the client in the individual case. If 
there is a skills gap, we will address it. I 
think, though, that it would not be in the 
area of investment knowledge.

114. Mr Perry: I will pick up on that, if I may. 
We are looking for our staff to provide 
an intelligent-customer role and to be 
able to ask intelligent questions. As Mr 
Lavery says, they are not in a position to 
second-guess investment decisions.

115. Mr Armour: You mentioned 24 staff 
in the Court Funds Office, Mr Rogers. 
That has now fallen back to just 
under 21 staff through the efficiency 
programme. The key issue for me is 
that the senior staff in that office have 
the right qualification. A lot of the staff 
in the Court Funds Office are doing 
administrative work and processing. 
Mr Ronaldson, who is the deputy 
accountant general, and the people who 
are working closely with him are those in 
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the office who are qualified and whom I 
need to be qualified.

116. Mr Rogers: OK, thank you. I will move 
on to the modernisation programme. It 
was originally planned in 2004 but was 
not finished, and then, in 2010, it was 
agreed that there was a need for some 
sort of legislative reform. I believe that 
some work has begun on drafting that 
legislative reform but that it will take 
at least three years to introduce it. 
Even when we have legislative reform, 
modernising the system could take even 
longer. Why has progress been so slow?

117. Mr Perry: To some extent, the 2004 
programme has been overtaken, in 
that key elements of it, as both Mr 
Lavery and Mr Armour said, have been 
implemented: the recommendation 
to go to open competition for the 
stockbroker; internal reorganisation in 
the CFO to create a better customer 
focus; modernisation of annual 
accounts; the establishment of the 
JLG; and the creation of what are now 
investment portfolios. Quite a lot of 
the recommendations, as Mr Lavery 
described, have been implemented.

118. The run-up to devolution meant that 
progress could not be made on the 
legislation. Since devolution, a couple 
of legislative changes have been 
taken through, as Mr Armour was 
describing, around management fees 
and the mechanism for setting the 
CFO’s interest rates. As it happened, 
one of those legislative changes led 
to the court case that lasted for three 
years, which prevented further progress. 
We are committed to legislating in 
the next mandate, but the nature of 
that legislation will now depend on 
the consultation that the Minister is 
considering on the future role of the 
CFO. I will ask Mr Lavery to say a word 
about that. It will help the Committee, 
because he is leading on the policy.

119. Mr Rogers: From your answer to me, Mr 
Perry, it seems that, to account for your 
lack of progress, you are hiding behind 
the lack of legislation.

120. Mr Perry: It was not safe to proceed 
with major legislative change until we 
had the outcome of the court case, 
because it was quite a fundamental 
case, but that has not prevented some 
legislative change happening; for 
example, the work on specific issues 
around the mechanism for setting 
interest rates. It is not that nothing has 
happened but that it was not possible 
to proceed with the major change that 
was envisaged before 2010. Now, as I 
say, a broader consultation will affect 
the nature of any future legislation, 
depending on the outcome.

121. Mr Rogers: There are a number of 
recommendations. Look at paragraph 
2.12. Can you tell me what progress has 
been made?

122. Mr Lavery: How far do you want me to 
go back?

123. Mr Rogers: Take paragraph 2.12 on 
page 13 of the report. OK, “strategic 
and legislative modernisation” takes 
some time, but look at some of the 
other recommendations:

“modernisation of the stockbroker contract 
and modernisation of accounts”;

and

“modernisation of transaction processing, and 
a review and update of systems”.

124. What progress has been made there?

125. Mr Lavery: The “governance 
arrangements”, which is the first of 
the bullet points on paragraph 2.12, 
have been put in place. As I said 
earlier, that has not been done on a 
statutory basis; rather we created a 
non-statutory committee to do that 
job. That is the one that Mr Armour is 
strengthening further by bringing on to 
it another independent member, so that 
is in place. I said earlier that, when we 
change the legislation, we will put that 
committee on a statutory footing but we 
did revise the governance arrangements.

126. The second bullet point concerns the 
“modernisation of the stockbroker 
contract”. For the first time since the 
Court Service was established, we 
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procured a stockbroker in 2008 and 
took the opportunity to introduce new 
service standards. We then ran a 
further procurement exercise in 2013, 
which led to the appointment of the 
current stockbroker. The accounts 
were modernised and put on to the 
appropriate government accounting 
standard. The third bullet point is 
the “modernisation of transaction 
processing”. Mr Ronaldson may be able 
to address that slightly better than I can.

127. The last bullet point is on “legislative 
modernisation” and is the one that 
Mr Perry referred to. The Minister 
has agreed that we will initiate a pre-
legislative consultation later this year, 
with a view to introducing legislation 
at the beginning of the next mandate. 
The point that I think that Mr Perry was 
alluding to was that, in the consultation, 
we should ask the fundamental 
question, which concerns whether 
the particular role undertaken by the 
Court Funds Office should remain 
the responsibility of the Courts and 
Tribunals Service.

128. In England and Wales, for example, the 
Court Funds Office looks to National 
Savings and Investments to manage 
a lot of investments for it. Scotland 
takes a different approach. A lot of the 
funds that would be managed by the 
court in Scotland are out of the court 
and are instead managed by clients’ 
representatives. They are not under the 
court’s protection.

129. The South of Ireland modernised its 
system a few years ago and introduced 
something closer to what we have had 
in mind: a modernised court funds 
administration that retains the principle 
that the court is there to protect the 
clients and should continue to manage 
funds on their behalf.

130. It probably is worth going back to that 
fundamental question. There has not 
been a review of the appropriateness 
of the role of court funds in Northern 
Ireland since the report of the 
MacDermott committee in 1970, which 
stated that that was an appropriate 
responsibility for the court to continue to 

discharge. It would be useful if we were 
to ask that fundamental question in our 
consultation paper later this year.

131. Mr Rogers: Mr Ronaldson, may I go to 
you before we look at the modernisation 
of the transaction process and 
accounts? You have a computer system 
that is almost 20 years old and has 
not been significantly updated for some 
time. Based on what Mr Lavery has just 
said about the transaction process and 
the modernisation of accounts, what 
progress has been made?

132. Mr Ronaldson: In 2008, we carried out a 
review of the roles and responsibilities of 
the staff in the office. As a result, we were 
able to provide greater focus on customer 
services and increase the number of 
staff in the customer service team. That 
allowed us to increase vastly the number 
of face-to-face meetings with clients.

133. As for the updating of systems, we 
implemented an interface with the 
integrated court operations system 
(ICOS), which means that data is 
automatically uploaded on to the CFO 
system. That also removed the need for 
manual processing, so efficiencies were 
generated there. We removed the sub-
accounts that we maintained in our bank 
accounting operations, and that enabled 
us to make full use of online banking 
facilities, thus generating efficiency 
there as well.

134. Mr Rogers: What are the problems with 
the computer system?

135. Mr Ronaldson: The computer system is 
supported on a best-endeavours basis, 
so at the minute it does its job. It is on 
a stable platform, but we are looking to 
implement a new system. We recently 
had a business case approved for the 
procurement of a new system.

136. Mr Rogers: You say that it does its job. 
I do not see how my computer, if it were 
20 years old, could do its job at the 
same time as I was trying to modernise 
transaction processing and accounting 
procedures. Accounting and transaction 
processing have changed a lot in 20 
years.
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137. Mr Ronaldson: Correct. The system 
is a database system. At its very 
basic level, it records transactions. 
As a result, we are able to produce 
accounts. It just takes us longer, and a 
new system will generate efficiencies in 
the preparation of accounts. We hope 
that the new system will also be able 
to use automatic bank reconciliation 
processing, which, again, would generate 
efficiencies. That is where we are 
looking to implement the new system.

138. Mr Rogers: If the system breaks down, 
is there any way that payments can be 
carried out manually?

139. Mr Ronaldson: Yes, that is our 
contingency at the minute. If the system 
were to become irrecoverable, we would 
have the backup data every evening 
and would be able to continue to make 
payments, if necessary, through our 
online banking system.

140. Mr Armour: The system has been 
highlighted as a risk. As Mr Ronaldson 
indicated, it is 20 years old. We now 
have business case approval for a new 
system. Money will be available for that 
in the incoming financial year, and we 
hope to have the system in place by the 
end of the year. However, we do have 
very careful contingency arrangements 
in place should there be an issue with 
the system. Mr Ronaldson indicated that 
the contingency arrangements take the 
form of a manual system, and I accept 
that that would be time-consuming, but 
there are contingency arrangements 
in place, and those are covered in the 
Courts Service’s disaster recovery plan.

141. The Deputy Chairperson (Mr Dallat): Mr 
Armour, would the Ulster Museum not be 
the best place for your computer?

142. Mr Armour: It might well be, Chair, but 
it is the system that we have at the 
moment. It is doing what we require of 
it, albeit not as efficiently as it should.

143. The Deputy Chairperson (Mr Dallat): I 
hope that I have not cut across Seán, 
but you have said that, basically, it 
keeps accounts.

144. Mr Armour: Yes.

145. The Deputy Chairperson (Mr Dallat): It 
may even do a reconciliation statement, 
but is it not possible to interrogate it to 
get information that will tell you whether 
your clients are getting the best return on 
their money? Have you been sleeping on 
the need to get a new computer system?

146. Mr Armour: We are absolutely able to 
interrogate it for it to provide us with 
information. It is not able to provide me 
with as much management information 
as I would want, and that is what the new 
system will do. We benchmark the return 
for our clients in other ways. We do not 
necessarily use the system to do that.

147. Mr Beggs: I am struck by the 
terminology used. You said that the 
system is maintained on a “best- 
endeavours basis”. Can you explain 
what that means?

148. Mr Armour: The age of the system means 
that there is an issue with supporting 
it. Therefore, if we were to have a major 
problem with it, it would be difficult to get 
it back operating in the way —

149. Mr Beggs: How long has it been on that 
best-endeavours backup system?

150. Mr Armour: With the IT system, we 
recognise that, over the past number of 
years, there has been a need —

151. Mr Beggs: How long has it been 
classified as a best-endeavours 
maintenance backup?

152. Mr Ronaldson: I think that it has 
been for something in the region of 
18 months. At that point, we got a 
feasibility report from Fujitsu on our 
options to replace the system, and we 
have been working with the business 
consultancy service in DFP to generate 
specifications for the exercise.

153. Mr Beggs: It sounds as though you have 
a very limited group of engineers who 
are able to support the system. Is that 
correct?

154. Mr Armour: Support for the system is 
undoubtedly a concern for us.

155. Mr Beggs: What hourly rate is charged, 
given that there are very few people in 
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the world who can provide it? How does 
that compare with alternative, modern 
systems?

156. Mr Ronaldson: The system is supported 
in the current contract that we have with 
Fujitsu. There are no additional costs if 
anything goes wrong.

157. Mr Beggs: That is what I am asking: 
what is the cost?

158. Mr Ronaldson: I do not know.

159. Mr Armour: We do not have that figure. 
We are happy to write to the Committee 
with it.

160. Mr Beggs: Finally, are there off-the-
shelf products that others are using 
elsewhere? Are we having to invent 
something bespoke?

161. Mr Armour: No, absolutely not. The new 
system will not be a bespoke one; it will 
be an off-the-shelf system. We are not 
designing something specific, no.

162. Mr Rogers: I will move on to paragraphs 
2.16 and 2.17, which give the details of 
the estimated fees wrongfully deducted 
from clients’ funds. In August 2012, 
the figure was estimated at £2·9 
million. With interest, it went up to £3·7 
million but was eventually reduced to 
£320,000. Can you explain why you did 
not have enough information on each 
case at the time to know whether the 
necessary court order was in place? I 
put that question to Mr Ronaldson.

163. Mr Ronaldson: The issue of the 
potential refund of fees depended 
on the outcome of the court case. 
Before the outcome, it was irrelevant 
whether the order was in place or 
not. That was one of the cruxes of 
the court judgement. The suggestion 
was that, even despite there being 
a court order in place, the fees were 
still deducted unlawfully. As a result 
of the court judgement, we were able 
to reduce the liability to £320,000. 
We then got further legal advice on 
the outworkings of the judgement to 
ascertain exactly what order we needed 
and what the wording of the order must 
be to determine whether the fees were 

deducted lawfully or unlawfully. We have 
now done that work. We have reviewed 
the court orders, and we estimate that 
the current total liability is no more than 
£55,000.

164. Mr Rogers: It started off at £3·7 million 
and is now at £55,000?

165. Mr Ronaldson: The £3·7 million was 
every single fee that had been deducted. 
That was the worst-case scenario if the 
court case had gone against us. The 
£320,000 figure came about because, 
as a result of the court case, we were 
able to discount the orders that we 
were definitely sure of. We then got 
further legal advice that has allowed us 
to discount further orders that we had 
questions over. That is why the liability is 
now £55,000.

166. Mr Rogers: ISAs worth £9 million were 
held on behalf of around 100 clients, 
despite a lack of legislative authority. 
That is in paragraph 2.18, Mr Lavery. 
How did that happen?

167. Mr Lavery: The legislation establishing 
the Court Funds Office is quite 
prescriptive about the types of 
investments that can be held. ISAs 
were a relatively new development 
and post-dated the legislation. We 
found that quite a number of clients, 
particularly elderly people, had ISAs. 
When their funds came into court, the 
ISA came into court along with their 
other holdings. We then had reason to 
question whether it was permissible 
to hold ISAs in the court. We took 
counsel’s opinion and were eventually 
advised that a particular category of 
ISA could not be held in court, for 
largely technical reasons. We then put 
in place a strategy to allow the clients 
to decide whether to liquidate the ISA 
and have the money invested by some 
other means or to take the ISA out of 
the court. We did that to avoid anybody 
losing the tax advantage that the ISA 
represented for them. A number of 
clients simply chose to take the ISA out 
of the court so that they could continue 
to benefit from the tax advantage.
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168. Mr Rogers: Was that situation related 
to the lack of independent financial 
expertise or the lack of qualified staff in 
the Court Funds Office?

169. Mr Lavery: I do not think so. We had to 
go to senior counsel for advice. It was 
not a black-and-white issue but a matter 
of interpretation of the legislation. It was 
certainly not obvious to anybody that 
ISAs were not permissible. We eventually 
took senior counsel’s opinion. That was 
quite a lengthy, 12-page opinion. It was 
a finely argued point. The legislation 
inhibits certain types of investments, 
and ISAs are perhaps the most explicit 
example. The way in which we managed 
the situation was sensible. We allowed 
each client to decide what to do with his 
or her ISA. As I explained, clients could 
take the ISA out of the court to keep the 
benefit of the tax advantage.

170. When we modernise the legislation, 
we will want to remove those sorts of 
issues. What happened simply reflects 
the fact that the legislation was rather 
prescriptive and described types of 
investments in a very particularised way.
ISAs came along later and did not quite 
fit into the legislative environment.

171. The Deputy Chairperson (Mr Dallat): Mr 
Lavery, just for the record, you said to 
Seán that you do not think that it was a 
lack of independent financial expertise 
or of qualified staff that brought this 
about. With the gift of hindsight, what 
would have prevented it?

172. Mr Lavery: Do you mean prevented the 
ISA issue arising?

173. The Deputy Chairperson (Mr Dallat): 
Correct.

174. Mr Lavery: It is such a case-specific 
instance. What I tried to explain to the 
Committee was that we had to go to 
senior counsel to interpret the legislation 
establishing the court funds regime to 
see whether an ISA investment was 
permissible. It was not a straightforward 
issue; it is quite a complex issue of 
statutory interpretation. I certainly do not 
feel that it was a lack of knowledge on 
the part of the staff. If we had to go to 
senior counsel for advice, that indicates, 

almost by definition, that it was a pretty 
complex issue. There is no doubt that, 
when we modernise the legislation, one 
of our expectations will be that it is less 
likely that this sort of restriction could 
arise again, because an ISA, or its recent 
equivalent, pensioner bonds, would be 
a very useful investment vehicle for an 
elderly person whose funds are held in 
court. The point that I want to get across 
is that we still allowed clients to keep 
funds in their ISAs if they wanted to, but 
they had to take them back out of court 
in order to do so.

175. Mr Girvan: Thank you for your answers 
so far. I am quite interested in the 
tender process. To all intents and 
purposes, it seems a bit weird that one 
firm was able to deliver this from 1930 
until 2008, when it went out for tender, 
which I might ask questions about later. 
Why was their no competitive tender for 
stockbroker services until 2008? Maybe 
David could answer that.

176. Mr Lavery: Honestly, I have no insight 
into the history of the appointment of the 
court stockbrokers. The Court Service, as 
colleagues will know, was established in 
1979. This contract was awarded by the 
Supreme Court or possibly the Ministry 
of Home Affairs; well, it would not have 
been the Ministry of Home Affairs, but it 
might have been the Lord Chancellor’s 
Department. We have no records 
indicating what process was used to 
appoint the stockbrokers at that time, but 
it was not uncommon for a professional 
entity to be appointed to represent the 
court almost on a permanent basis. 
For example, the legislation provided 
that the bank of the court would be the 
Bank of Ireland, and we have changed 
that approach as well. We carried out a 
procurement exercise of banking services, 
and our banking services are now 
provided by Danske Bank. The legislation, 
however, provided that the bank of the 
court was the Bank of Ireland. That 
seemed to be the way this business was 
organised back in the 1930s.

177. Mr Girvan: Would it be right to say that it 
leaves itself open to being described as 
an old boys’ club? Things are done on 
a nod and a wink. It reeks of that when 
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you are dealing with a company that 
had been investing on behalf of courts 
for well-nigh on 80 years, with no query 
whatever about what is going on.

178. Mr Lavery: I have no basis on which 
to question the performance of 
Cunningham Coates. There is nothing I 
saw between my appointment in 2001 
and the appointment of Brewin Dolphin 
in 2008 to suggest that Cunningham 
Coates did not provide a suitable, 
professional service. I commissioned a 
consultancy report on the court funds, 
as I mentioned earlier, through Amtec 
Consulting, and it reported in 2003 
recommending a competitive tendering 
process. We initiated that in 2005. I 
mentioned earlier that the award of the 
contract was delayed somewhat by a 
legal issue that emerged, and it was 
eventually awarded to Brewin Dolphin 
in 2008. It was retendered in 2013, so 
we are now in a pattern of competitive 
tendering of stockbroker services.

179. Mr Girvan: I want to go into the point 
about the tender process. I appreciate 
that we are fishing from a fairly small 
pool in relation to that matter. The 
Audit Office report indicates that the 
tendering process in 2008 was not 
robust. There was no business case 
completed for a contract estimated 
to be worth somewhere in the region 
of £430,000 a year, which I may ask 
questions on later. Despite the fact that 
the cost of the investment service is 
borne by the client’s fund, and only a 
small percentage weight was given to 
that fact � I think that it was about 20% � 
do you acknowledge that the competitive 
process was flawed?

180. Mr Lavery: It adhered to the 
procurement rules that were applicable 
at the time. We were advised by the 
procurement service of the then 
Northern Ireland Office — this was 
pre-devolution — and the process that 
we used was compliant with the then 
requirements. So, a business case was 
not required, but there was an analysis 
of the services required, and a process 
that we were advised to implement was 
followed. I think that three companies 
made it through to the final selection 

process, so there was a competitive 
element to it, undoubtedly. The decision 
to weight cost slightly lower than quality 
of service was a deliberate one. We 
chose to give a higher weighting to 
quality and standard of service than 
cost. That changed in the subsequent 
procurement exercises as we gained 
more confidence in that process, but I 
think that the process was satisfactory 
and achieved a good outcome. The 
one run in 2013 was under the Central 
Procurement Directorate (CPD) rules 
and was subject to a full business case 
process, and the cost element was 
weighted higher on that occasion.

181. Mr Girvan: I do not want to suggest that 
the Courts Service was playing fast and 
loose with clients’ money, but appendix 
2 of the report referred to cash cases 
in which moneys were not necessarily 
going to be invested because of access. 
Where were those cash accounts held? 
Who held those cash accounts?

182. Mr Armour: The cash account is held in 
my name but in a deposit account.

183. Mr Girvan: It is not in the stockbrokers. 
It is not handed over for them to play the 
market with.

184. Mr Armour: No, absolutely not. It goes 
back to the point that I was making 
earlier about the protective nature of 
the Court Funds Office. We are not an 
organisation that is taking risks with the 
money that is in our care.

185. Mr Girvan: That is the reason why I asked 
the question. I wanted to make sure that 
there was no suggestion of that.

186. Mr Armour: We can give you an absolute 
assurance on that.

187. Mr Girvan: With it being held in a 
deposit account, does it attract any 
interest whatsoever? Some of the 
moneys might be there from when 
someone is two years old until they are 
18, so it can be there for 16 years.

188. Mr Armour: It currently attracts around 
0·5%.
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189. Mr Lavery: It basically attracts the Bank 
of England base rate, which means that 
it is rock bottom.

190. Mr Girvan: They will soon be charging 
you money to put money in the bank. I 
think that they actually do that anyway. 

191. As part of the tendering exercise, six 
options were identified. Four of them 
were assessed — it is in paragraph 
3.12 on page 20 of the report. Is it fair 
to say that the CFO left insufficient time 
to fully consider all the options without 
risking the loss of clients’ funds?

192. Mr Armour: No, I do not think that it is 
fair to say that. In 2012-13, we went 
through a process that was overseen 
by CPD and met its standards and 
requirements. I do not think that it is fair 
to say that we left it to the last minute. I 
think that it was done in a timely way.

193. Mr Girvan: Have you put plans in place 
to ensure that you have sufficient time 
to consider all options prior to the next 
procurement exercise?

194. Mr Armour: Absolutely. The current 
stockbroker was appointed on a three-
year term with the option of two further 
one-year extensions, so there is plenty 
of time to consider whether we want to 
look at the extensions or whether we 
want to move to procurement.

195. Mr Girvan: You might well need that 
time, because I understand, from 
listening to what happened, that the 
wheels of justice and the Justice 
Department move extremely slowly in 
some cases, depending on what they 
are dealing with.

196. Mr Armour: We will certainly do it in 
line with the CPD requirements. We will 
obviously work closely with colleagues in 
CPD to do that.

197. Mr Girvan: I appreciate that. That brings 
me back to the performance area. You 
mentioned benchmarking against other 
jurisdictions on how they perform with 
their court funds. Is that the proper way 
to look at it? Private investments tend 
to do fairly well when individuals keep 
a very close eye on how their money 

is being worked and how it is being 
invested. I appreciate that there is some 
calculation, and I appreciate that we 
are following the stock market, which 
can be quite volatile, but you are going 
to hedge your bets — I have to use 
that word — on many occasions where 
you will be sure that you will come out 
on the right side fairly well. Over five 
years, you would expect a reasonable 
return on an investment. Coming from 
my background, you like to see that 
you are getting maximum bang for your 
buck and ensure that you do that. The 
benchmarking that you referred to only 
mentioned what happened in other 
areas, and some of them could be doing 
really badly. It is a bit like the talents 
that were given out to individuals: some 
decided that they wanted to be sure 
that, when the master came back in 10 
years, it would be there for him, so they 
decided to bury them in the ground. 
However, when he came back to the man 
he had given one talent, he found that 
he had worked with it and had turned 
it into four. That man is the one who 
should be rewarded. How do you work 
with clients?

198. Mr Armour: We certainly want to protect 
the funds that we have been given. As 
the Deputy Chair indicated at the start, 
this is money belonging to some of 
the most vulnerable in society, so our 
primary objective ought to be, and has 
to be, protecting that fund. I think that it 
is right to benchmark against the FTSE 
all-share index. Richard can give you 
some statistics on the rates of return 
that we have been getting in comparison 
with the FTSE, which, I think, are quite 
impressive.

199. Mr Ronaldson: For the year ending 
2011, the equities under our 
management increased by 11·6%, and 
the FTSE all-share was 5·4%. In 2012, 
the FTSE all-share decreased by 2·1%, 
and our investments increased by 7%. In 
2013, it was 17·4% for CFO investments 
and 12·6% for the FTSE. In 2014, it was 
6·2% for our investments and 5·2% for 
the FTSE. For the year to date, 2015, it 
is 6·7% for CFO investments and 1·9% 
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for the FTSE all-share. We were definitely 
outperforming the market in that period.

200. Mr Armour: We are doing it within that 
protective environment, which is the 
important issue for us.

201. Mr Girvan: It is helpful to hear that 
and to know that. It is clients’ money. 
I want to ask about how the fees are 
brought about. The fee that is paid 
to the stockbroker to manage the 
account is £430,000. I appreciate 
that, as was alluded to, it is not just 
14,000 individual investments; they 
are managing three major funds and 
whatever movements they require over 
that period of time. Is that comparable 
to what people would expect if they were 
handling a pension fund of almost a 
third of a billion pounds?

202. Mr Ronaldson: The fees charged are 
based on a factor of the valuation of the 
investments under management. In the 
most recent tender, the larger clients 
were charging 0·27% per year of the 
value of their fund under investment. 
In the private sector, for a private 
client going for a similar service, you 
would expect to pay more than 1%, and 
potentially 1·2%, so, certainly, in terms 
of comparison with the private sector, 
there is a definite clear benefit with the 
funds in court.

203. Mr Beggs: Can you give us some idea 
of the actual amount of cash that you 
issue to clients each year? How much 
money in cheques would you post out to 
support them?

204. Mr Armour: Whilst Richard is looking 
for that figure, I will set the context: we 
do not just post cheques or cash out 
to clients. If clients want to withdraw 
money from their fund, they need to go 
to the court to get approval for that. In 
terms of the actual figure —

205. Mr Beggs: Just roughly.

206. Mr Ronaldson: In January, for example, 
we made payments out of court totalling 
£4·3 million. If you �

207. Mr Beggs: Is that normal?

208. Mr Ronaldson: Yes. I think that —

209. Mr Beggs: So, maybe £50 million a 
year.

210. Mr Ronaldson: I think that £40 million 
or £50 million would not be unusual.

211. Mr Beggs: Why do you then keep 
£87 million in cash deposit, as is in 
your analysis of 2013, and get what 
percentage return on it?

212. Mr Armour: It is 0·5%.

213. Mr Beggs: So, why keep £87 million 
if, in a typical year, you turn over £50 
million?

214. Mr Armour: It depends on the value 
of the money and the duration that we 
would have it for. We take the decision 
that a significant amount of money 
should be held in a cash deposit 
account. For example, it is less than 
£3,000 if it has been held for less than 
two years.

215. Mr Beggs: There will be all sorts of 
variations in there. What was the turnover 
in the previous year? You are giving us 
spin that it is down to all these individual 
situations, but there is bound to be a 
rough line or an average cutting through 
it. That is why I want to get an idea of why 
you keep almost a third of your money 
in a cash deposit, where you are getting 
0·5% interest, when you could have been 
getting up to 17% interest over the last 
number of years by investing it.

216. Mr Ronaldson: The cash that is held is 
allocated to each client. Therefore, if the 
money comes in and that client is not 
having funds invested, that will go as 
cash.

217. Mr Beggs: Who decides to keep so 
much cash?

218. Mr Ronaldson: Because we consider —

219. Mr Beggs: Is it the judge who decides 
that all that money should sit in the 
cash account?

220. Mr Ronaldson: The cash will be 
determined by each individual client. If a 
client has —

221. Mr Beggs: Who takes that decision?
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222. Mr Ronaldson: It is the stockbroker’s 
recommendation, and the judge will 
make the decision.

223. Mr Armour: Ultimately, it is the court’s 
decision where the money —

224. Mr Beggs: Do you see why I am a bit 
surprised that, if you have a turnover of 
£50 million, you have £87 million in your 
cash account?

225. Mr Ronaldson: It is the way it is 
managed because we are basically —

226. Mr Beggs: Because of the way that you 
are set up in the legislation. Would that 
be it?

227. Mr Ronaldson: It is the way that the 
office manages the cash. We are 
treating it as that person’s cash. We are 
not investing a pooled fund; we are not 
treating it as a pooled fund.

228. Mr Beggs: Why are you not treating it as 
a pooled fund? Would you get a better 
return of the money for the clients if you 
treated it as a pooled fund?

229. Mr Armour: You may, but, as Mr 
Ronaldson indicated, that is not the way 
that —

230. Mr Beggs: No, no. My question is 
this: would you get a better return 
for the clients if it was treated as a 
pooled fund? Would there be less of an 
administrative burden if it was treated 
as a pooled fund?

231. Mr Ronaldson: I will give you an 
example, because —

232. Mr Beggs: I am sorry, Mr Armour, could 
you answer that question? Would there 
be less administrative burden if it was 
treated as a pooled fund, as most 
investment companies would operate in 
those sorts of conditions?

233. Mr Armour: Yes, possibly; I would accept 
that.

234. Mr Beggs: Possibly. Is that a yes or a 
no?

235. Mr Armour: I accept that, yes. If you 
were holding it as a pooled fund —

236. Mr Beggs: What is stopping you holding 
it as a pooled fund?

237. Mr Armour: It is because we hold them 
as individuals in terms of the money 
that is —

238. Mr Beggs: No, no. What is stopping 
you? That is the way you do it. What is 
stopping you going to a better system 
that would benefit the individuals?

239. Mr Armour: The funds are held —

240. Mr Beggs: I am not asking how it is 
done. I am asking what is stopping you 
going to a modern system to benefit 
your clients.

241. Mr Armour: I would certainly look at 
that. I have not looked at that as an 
option as to whether there are strong 
benefits there. We will certainly have a 
look at it.

242. Mr Beggs: Why have you not looked at 
it?

243. Mr Armour: Because we hold the money 
for the individual in my name and it 
is dealt with in an individual way. The 
protection of the court is there rather 
than pooling that money.

244. Mr Ronaldson: England and Wales do 
use pooled funds —

245. Mr Beggs: I did not know that.

246. Mr Ronaldson: — but they do not offer 
the level of service that we provide.

247. Mr Beggs: Do they provide a better 
return on the investment?

248. Mr Ronaldson: The amount of funds that 
is invested in their pooled funds totals 
5% of all funds that they hold in court 
and 95% of their funds are held as cash. 
We invest 50% or more, so we are happy 
that we are providing a better service 
than England and Wales in terms of the 
pooled service.

249. Mr Beggs: Would you accept that it 
could be even better?

250. Mr Ronaldson: That is something that 
we will obviously have to consider in 
future.
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251. Mr McQuillan: Would it not also be 
riskier to go down the road of pooled 
funds?

252. Mr Armour: There is a danger, yes, but 
we will certainly have a look at that.

253. Mr Ronaldson: It cuts out the flexibility 
that we have under our current system.

254. The Deputy Chairperson (Mr Dallat): I 
will come back to Paul. I just want to get 
my head round this. Are you saying that 
there are millions of pounds overnight 
in banks that attract an interest rate of 
0·5%?

255. Mr Ronaldson: No. The money is held 
with the debt management office, which 
is part of the Treasury. It is not in a 
commercial bank.

256. The Deputy Chairperson (Mr Dallat): 
So, it is the Treasury that benefits from 
it. Do you think that the Treasury should 
be benefiting from money belonging to 
the most vulnerable people in society?

257. Mr Armour: The legislation requires us 
to hold the money in that way. We are 
tracking the Bank of England base rate, 
and that is the current return. At a time, 
it was much better than that but it is 
what it is at this point in time. We are 
required to do it in the way that we do.

258. The Deputy Chairperson (Mr Dallat): 
I asked the question because I am 
familiar with organisations that attract 
2·5% and 3% overnight on money that is 
not being used.

259. Mr Girvan: I have just one small point 
to make. Do you take any moneys out to 
manage and run the Courts Service from 
the moneys that you are working with? 
Does any money come out of that at all?

260. Mr Armour: Not at this point in time, 
because the interest rate is so low. The 
Court Funds Office is administered by 
the Courts Service from within the grant 
that we receive from the Department.

261. Mr Girvan: I note that you say, “Not at 
this point in time”.

262. Mr Armour: At a point in time when 
the interest rate was much higher, the 

legislation allowed us to do that, but we 
have not been doing that for a number 
of years.

263. Mr Girvan: Look back to the late 1980s 
when there was interest rates of maybe 
16% or 17%. Were you taking moneys to 
run the Court Funds Office out of that at 
that stage?

264. Mr Armour: I suspect that we were back 
in the 1980s, but I could not comment 
on that far back.

265. Mr Ronaldson: I can confirm that the 
cost recovery exercise was brought in 
in 1997. So, between 1997 and 2010, 
we recovered the costs of running the 
office. Since 2010, we have been unable 
to do so.

266. Mr Girvan: It is interesting that you 
say you have been unable to do so 
because of interest rates. You have 
performed fairly well with the return that 
you have been getting but, potentially, if 
interest rates increased and your return 
from your investments increased, you 
would also be taking some of the most 
vulnerable people’s reward to run the 
Court Funds Office.

267. Mr Armour: That is a slightly separate 
issue. The report makes reference 
to the need to look at cost recovery 
in respect of the Court Funds Office. 
One thing that we want to do moving 
forward is have a public consultation 
on our charging regime, because, at 
the moment, it is being met from within 
the Courts Service’s allocation. So, in 
effect, the taxpayer is paying for this. I 
think it is right that the client should be 
contributing towards the cost of that, but 
we want to have a public consultation 
exercise that will look at what the 
options are for full cost recovery, in line 
with DFP requirements.

268. Mr Girvan: To go back on a point on 
cost recovery and legal issues: does the 
current legal framework allow you to do 
that?

269. Mr Armour: On cost recovery, yes.
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270. Mr Lavery: The Administration of Justice 
Act provides for this; it is not something 
that we came up with.

271. Mr Girvan: I appreciate that.

272. Mr Lavery: It covers court funds in 
England, Wales and here, and it provides 
for any surplus income that is generated 
on money on deposit with Treasury 
and the Debt Management Office to 
be used to defray the running costs 
of the Court Funds Office in England 
and the Court Funds Office here. That 
is what Parliament provided in the 
Administration of Justice Act.

273. The Deputy Chairperson (Mr Dallat): I 
am conscious that time is moving on, 
and a number of members have yet 
to ask their questions. To keep it tidy, 
address questions through the Chair.

274. Mr Easton: Richard, the Audit Office 
found a number of cases with 
concentrated portfolios, which, by their 
nature, expose clients to a higher level 
of risk. That is in paragraph 4·7, page 
23, if that helps. Why was that allowed 
to happen? What action is the CFO 
taking to increase diversification and 
reduce the risk that client funds are 
exposed to?

275. Mr Ronaldson: That refers to nine 
cases. They are legacy cases, I suppose, 
in which the investments were bought 
many, many years ago — potentially in 
the 1970s or 1980s. There would be 
huge capital gains tax implications if we 
were to sell them and put them into the 
new portfolios. There is an assessment 
of those. Obviously, each year, we make 
use of the capital gains tax allowance, 
but there is an assessment of those 
based against the individual client 
needs and the age of the client on 
whether crystallising that liability would 
be beneficial to the client. That is the 
position we are in. Obviously, at the 
minute, it is not beneficial to crystallise 
the full liability of those nine cases.

276. Mr Easton: Are there any cases in which 
the clients have suffered significant 
losses as a result of poor investment 
decisions?

277. Mr Ronaldson: We are not aware of any 
cases in the last 10 or 15 years where 
there have been significant losses.

278. Mr Easton: Nick, you are next. The 
Audit Office report indicates that the 
CFO had been remiss in monitoring the 
stockbrokers’ performance. On page 
22, it is stated that the CFO no longer 
sets investment guidelines for the 
stockbrokers to follow. In September 
2011, when you requested a risk metric 
from the stockbroker, the information 
provided was of poor quality. That is on 
page 23. Compliance with the global 
investment performance standards is not 
monitored. Although the existing contract 
was awarded in July 2013, it was almost 
a year before you started to receive 
attribution analysis from the stockbroker. 
That is on page 24. Do you acknowledge 
that the CFO has failed to manage the 
stockbrokers’ performance robustly? 
How will the CFO ensure that it monitors 
performances more closely in the future?

279. Mr Perry: By accepting the report’s 
recommendations, we have accepted 
that we can strengthen the governance 
around this, but I think there are a 
number of points there. The experts will 
correct me if I have got it wrong. The 
investment strategies by the previous 
stockbroker and the current stockbroker 
were agreed by the JLG, as has the 
portfolio approach. The parameters that 
the stockbrokers work within have also 
been agreed by the JLG, and they are 
monitored very closely by the CFO.The 
new independent financial member on 
the JLG will strengthen things and be 
able to provide advice on the additional 
oversight that we can provide on 
stockbroker performance.

280. On the benchmarking against 
performance that we have just 
discussed and the monitoring of the 
implementation of the contract, the 
tender for the 2013 contract set out the 
required standards of the stockbroker 
and the performance of the stockbroker 
against the contract, as well as on 
investment returns. Those are closely 
monitored. The CFO does a very diligent 
job. I agree that we can strengthen it 
further, and we are looking to the new 
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independent person to help us to do 
that.

281. Mr Armour: I can assure you about the 
contract management. The contract is 
very clearly defined with our stockbroker 
as far as our needs, requirements and 
expectations are concerned. We manage 
that through the Court Funds Office 
and daily contact with the stockbroker, 
but formal contract management 
arrangements are in place in the Courts 
Service.

282. We did an assessment quite recently 
and found a number of things, which 
I touched on earlier. The advice and 
the administrative actions of the 
contractor all took place within the 
agreed timescales, the performance is 
consistently higher than the FTSE all-
share index, and our fees remain very 
competitive in comparison with others. 
As Mr Perry said, we are managing 
that contract and that relationship very 
diligently.

283. Mr Easton: I have one last very quick 
question. Ronnie, I am curious: why are 
the accounts in your name?

284. Mr Armour: That is what the legislation 
requires. The Judicature (Northern 
Ireland) Act 1978 requires that all funds 
are held in the name of the accountant 
general. Sadly, it is not in my personal 
name, but they are held in the name of 
the accountant general, which is the role 
that I fulfil. It is a dual role with my chief 
executive responsibilities.

285. Mr Easton: So you are worth a robbing 
then. [Laughter.] 

286. Mr Armour: The accountant general 
certainly is, but I, unfortunately, am not.

287. Mr Beggs: In the Chair’s opening 
remarks, he touched on performance 
and targets, yet that information does 
not seem to be easily accessible. I 
noticed in paragraph 5.9 of the report 
that the targets were once on your 
website but disappeared after 2010. 
I also noticed in paragraph 5.3 that 
information on performance against 
targets is not provided to clients. 
Paragraph 5.6 states:

“As costs are deducted annually at source, 
clients do not see a direct charge to their 
funds.”

288. That does not strike me as being a 
very open and transparent operation. 
Would you care to comment on that, Mr 
Armour?

289. Mr Armour: In recent years, a significant 
amount of work has been undertaken 
to develop customer service and 
transparency. I accept that there is more 
that we can do, and the new IT system 
will undoubtedly help us to do that.

290. As I said, our performance targets 
are in the annual report, which is on 
the website. On your point about the 
management fees, we are now advising 
clients up front what the fees are for 
the stockbroker. We also have very good 
user-friendly material that individuals 
and their representatives who come 
to the Courts Service can use, and we 
have a very effective customer service 
team in the office. There is a lot more 
information now.

291. It is worth saying to the Committee that 
the Court Funds Office has received 
very few complaints — I think that it 
was three in the last four years — so 
my assessment is that our clients 
are satisfied with the service that we 
provide. We have launched a customer 
questionnaire, so, in time, we will be 
able to substantiate that.

292. Mr Beggs: You said that you felt that 
clients were satisfied, but I understand 
that your last customer satisfaction 
survey was in 2006.

293. Mr Armour: I am saying that customers 
are satisfied on the basis of the lack of 
complaints.

294. Mr Beggs: Do they know how to 
complain?

295. Mr Armour: Details of the complaints 
process and procedures are on our 
website. We are in regular contact with 
a significant number of our clients, and, 
as I said, the official solicitor represents 
some of our clients and is in contact 
with them, so I do not think that there is 
an issue.
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296. On the back of one of the report’s 
recommendations, we are assessing 
quality through a customer service 
questionnaire.

297. Mr Beggs: I am pleased that you are 
carrying out a customer satisfaction 
survey. Do you agree that that is the 
only way to be sure rather than simply 
feeling that customers are satisfied?

298. Mr Armour: Yes, I accept that.

299. Mr Beggs: You talked about publishing 
the annual report. Apart from the annual 
report, will you be publishing your key 
targets and ultimate performance in an 
easily accessible format?

300. Mr Armour: We publish them on our 
website. When we get the new IT system 
later this year, it will further enhance the 
interaction between us and our clients. 
I will certainly want to move forward on 
that.

301. Mr Beggs: Court Funds Office charges 
are normally charged against clients’ 
funds. That has not happened this last 
number of years because of low interest 
rates and, I dare say, the large sums 
of money that you have invested, which 
have not brought in a very significant 
return. If clients are paying for it, it 
would be reasonable for you to operate 
as efficiently as possible, so why do you 
not have specific efficiency targets?

302. Mr Armour: Over the past number of 
years, we have had efficiency targets. In 
response to a question from Mr Rogers, 
I said that we had reduced our staffing 
complement from 24 to 21, so the Court 
Funds Office is not immune to wider 
efficiency targets that face other areas 
of the Courts and Tribunals Service.

303. We have a target for when the IT system 
is implemented. I expect it to deliver, for 
example, a 20% savings reduction, so 
there have been targets, and efficiency 
targets are coming down the track.

304. Mr Beggs: What are your efficiency 
targets for this year, or is it all about 
your new computer system?

305. Mr Armour: We have been working on 
the basis of roughly a 5% reduction, 

but we are hampered to an extent in 
what we can deliver in the Court Funds 
Office because of the IT system and 
the manual backup and support that 
it requires. As I said, when we deliver 
that system, we are looking for a 20% 
reduction in our staffing costs.

306. Mr Beggs: Today, you used the word 
“processing” on a number of occasions. 
People were “processing”, and I am 
trying to understand what they are doing 
when they are processing. Each day, 
how many new customers will have to be 
logged on to the computer system?

307. Mr Armour: For example, when an order 
comes across from the court, they will 
be bringing that forward for the funds to 
be brought in.

308. Mr Beggs: My question is: how many 
transactions relating to a new customer 
come in each day or each month?

309. Mr Ronaldson: We have approximately 
50 new customers every week.

310. Mr Beggs: Do 50 people have to be 
logged on to the computer each week?

311. Mr Ronaldson: Yes.

312. Mr Beggs: How many transactions are 
there on your system each day?

313. Mr Ronaldson: We looked earlier, and 
40,000 to 50,000 payments is not 
unusual for a year, and there are a 
similar number of receipts.

314. Mr Beggs: So there are 1,000 payments 
a month.

315. Mr Ronaldson: It will fluctuate. For 
example —

316. Mr Beggs: There are 250 payments a 
week.

317. Mr Ronaldson: It will fluctuate because —

318. Mr Beggs: On average, it is 250 
payments a week.

319. Mr Ronaldson: Yes, that would not be 
unreasonable.

320. Mr Beggs: If I have got it right, new 
clients have to be added on to the 
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system, and there are about 250 
payments a week. What else do the 20 
staff do?

321. Mr Armour: There is the customer care 
team, which interacts with the clients, 
and it, for example, takes phone calls 
from client representatives. There is 
the interface with the stockbroker and 
overseeing that relationship, and there 
is also the interaction with the judicial 
liaison group.

322. Mr Beggs: Aside from the computer 
system, have you looked at how you 
can improve your system so that fewer 
people are tied up in processes and the 
CFO could become more efficient?

323. Mr Armour: The primary focus is on the 
IT system. That will help us to reduce a 
number of the current processes.

324. Mr Beggs: Do you need any other 
changes to enable you to become more 
efficient so that clients can benefit?

325. Mr Armour: Rather than benefiting 
clients, it would benefit the Courts 
Service, because that is where the 
funding comes from.

326. Mr Beggs: Normally, it comes from the 
clients.

327. Mr Armour: We regularly review how 
we carry out our business, but, at the 
minute, we are in that difficult position 
with the IT system. We have talked 
through the issues, and it is difficult for 
us to make those improvements until 
the IT system is in place. Thankfully, the 
end is in sight with that.

328. Mr Beggs: Are legislative changes 
needed to enable you to become more 
efficient?

329. Mr Armour: I do not think that legislative 
changes would impact directly on 
efficiency. For me, the key issue is getting 
the IT system in. That is the big priority, 
because that is where the efficiencies 
will be significantly driven from.

330. Mr Beggs: This question is for the 
permanent secretary: should legislative 
changes be made to enable the system 
to operate more efficiently?

331. Mr Perry: Given the way in which the 
CFO is structured, I do not think so. I am 
sure that management is scrutinising 
carefully to make sure that resources 
are being used efficiently.

332. Mr Beggs: Given the report, what makes 
you sure that management is looking at 
it carefully?

333. Mr Perry: From talking to the chief 
executive, I know that they are.

334. Mr Beggs: Surely the report illustrates 
that management has not been carefully 
looking at the system.

335. Mr Perry: I know that, like every part 
of the Department, the Courts Service 
is carefully scrutinising what staff are 
doing daily. Clearly, I am aware of the 
IT business case, so I know that a 
significant justification for the new IT 
system is that it will help us to drive 
efficiencies. With the operation of the 
CFO, as Mr Lavery explained, there is 
a wider consultation on whether some 
administrative functions could be 
outsourced. That will form part of the 
consultation exercise.

336. Mr Beggs: I now turn to cost recovery. 
At present, surplus from deposits 
normally covers your running costs. I 
understand that smaller amounts of 
money are generally held in a deposit 
account rather than going for longer-
term investment. Do you accept that 
that is unfair on your clients who have 
smaller amounts of funds? Surely that is 
inequitable.

337. Mr Armour: I accept that there is an 
unfairness. Of course, as I said, we have 
not been recovering funds from clients.

338. Mr Beggs: You did that until, I think, 
2012?

339. Mr Armour: Yes, and that is one reason 
why we are now looking at our charging 
regime with a view to having a public 
consultation on what is the fair and 
appropriate way to do this.

340. Mr Beggs: You said that there were very 
healthy returns on the large funds that 
you had invested. In some years, it was 
17%, and I think that the lowest was 
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about 6%. You were not using any of that 
money to charge against your running 
costs, but you were looking at smaller 
clients who were putting money in the 
deposit account, and it was looking after 
your running costs.

341. Mr Armour: Individuals in that category 
will pay a management fee to the 
stockbroker for managing their funds. In 
principle, what you are saying is right. All 
our clients will have some sort of cash 
deposit, so they will be contributing. 
I do accept that there is an apparent 
unfairness in the way that that was 
operated. That is why, as I said, we want 
to move forward with a very different 
charging regime.

342. Mr Beggs: Would you not have a more 
stable income source if charges came 
out of all your investments?

343. Mr Armour: We will certainly look at 
that issue in the public consultation. We 
have a charging regime that covers our 
costs, is fair and is seen to be fair.

344. Mr Beggs: I turn to a different issue. 
It is important that all clients receive 
regular, timely updates on their 
investments. However, paragraph 5.13 
states that 75 cases on the portfolio list 
slipped through the net; they were on 
the portfolio list but not the broker’s list. 
How did that happen?

345. Mr Ronaldson: It was just a simple error 
by the broker at the time. Once it was 
uncovered, we took steps to rectify it 
and made sure that there were sufficient 
controls. We brought the controls 
in-house to ensure that it could not 
happen again.

346. Mr Beggs: Are you telling me that there 
are checks in the system to prevent this 
happening again?

347. Mr Armour: Yes.

348. Mr Rogers: My question is about 
driving efficiencies and the importance 
of internal audit, given the value and 
number of client accounts. Why was no 
internal audit carried out for about two 
years, between 2010 and 2012?

349. Mr Armour: You are right. The report 
highlights a period of just over a year 
— some 18 months, I think — during 
which no internal audit was carried 
out. As I understand it, there were 
other pressures at that time in internal 
audit’s work, but I assure the Committee 
that there has been an internal audit 
inspection every year since then. The 
head of internal audit in the Department 
sits on my audit and risk committee. 
There are, therefore, very clear linkages 
now, and we go through the audit 
process annually. At that time, there 
were other pressures, which, regrettably, 
resulted in no audit being carried out.

350. Mr Rogers: Internal audits are a 
recommendation. Do you take that on 
board?

351. Mr Armour: Absolutely. As I said, the 
head of internal audit sits on the audit 
and risk committee. He presents 
his report to that committee, which 
is a subcommittee of the agency 
management board. An action plan 
is put in place, and the audit and risk 
committee monitors its implementation. 
Given that the audit is done on behalf 
of the Department, it is also fed into the 
Department, which has oversight of the 
delivery of the recommendations.

352. Mr Rogers: What were the other 
pressures over those two years that you 
refer to?

353. Mr Lavery: I will answer this, because I 
was the chief executive at the time. You 
may recall the case of the McDermott 
brothers in the village of Donagh; they 
had been abusing children. One of the 
issues that emerged from that case was 
an inaccuracy in the recording of a court 
order by staff in the court office, which 
did not, however, materially affect the 
outcome of the case. I was concerned 
that it might not have been an isolated 
example, so I redirected internal audit 
resources to carry out a complete 
review of all court orders made in 
cases involving sexual offences. This 
was to make absolutely sure that no 
other mistakes had been made. They 
had to pull resources in, and I judged 
that it was appropriate to redirect some 
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internal audit capacity for a sustained 
period to carry out that urgent review. 
The internal audit consideration of the 
Court Funds Office resumed when the 
exercise was complete, but it brought 
to light some issues, although they are 
not material today. We worked with the 
office of the Lord Chief Justice to make 
sure that the orders were recorded 
correctly. We found that the courts 
were making one or two mistakes in 
some cases about the type of sexual 
offences prevention orders. That 
internal audit exercise helped us to fix 
that, but I simply redirected capacity to 
something that I thought was a much 
more immediate priority because it was 
a public protection issue.

354. The Deputy Chairperson (Mr Dallat): I 
have heard a lot of evidence today about 
the problems and concerns in the Court 
Funds Office. I am not sure whether 
you will be pleased with this remark, 
Mr Lavery, but it strikes me that it is 
an archaic, Cinderella service that is in 
urgent need of reform. Do you agree?

355. Mr Lavery: I think that we have 
consensus that the modernisation 
programme that Mr Armour described 
is a priority for us. I just did not want to 
give the Committee the impression that 
perhaps we had done nothing prior to 
the Audit Office report.

356. The Deputy Chairperson (Mr Dallat): 
The purpose of the CFO is to look 
after the financial affairs of the most 
vulnerable in society, such as minors 
who have been awarded damages in 
our civil courts and those who have 
become mentally incapacitated and rely 
on the Court Funds Office to manage 
their financial affairs. From what my 
colleagues and I have heard today, 
I think that those people have been 
let down and have not had value for 
money from the service that has been 
entrusted to look after their affairs. Do 
you agree?

357. Mr Perry: I think that the report 
has shown that there are valuable 
things that we can do to strengthen 
governance, demonstrate value for 
money and improve transparency. 

However, the acid test for us is whether 
the Court Funds Office provides a good 
and appropriate level of service, both 
for clients and the court. While we can 
do better, it essentially carries out its 
responsibilities, as I said, diligently 
and with great care and concern for 
the clients who are at the heart of its 
business. I take assurance from that.

358. The Deputy Chairperson (Mr Dallat): 
That is useful, and, just as I did in 
my opening remarks, I was simply 
regurgitating what was in the executive 
summary, which, I think, we all signed 
up to.

359. Members, we have all now had an 
opportunity to ask questions. Do 
the witnesses have any final issues 
that they wish to address before we 
conclude the session? Mr Layberry and 
Comptroller and Auditor General, is there 
anything that you wish to add regarding 
the evidence that you have just heard?

360. Mr Kieran Donnelly (Northern Ireland 
Audit Office): I have nothing to add at 
this point, thank you.

361. Mr Jack Layberry (Department of 
Finance and Personnel): No, thank you.

362. The Deputy Chairperson (Mr Dallat): 
Members, have you any questions that 
you would like clarification on from Mr 
Layberry or the Controller and Auditor 
General?

363. I thank you all for your attendance 
before the Committee today; it has been 
extremely useful, and the information 
received will be taken on board as we 
develop our report. It comes to mind, 
Mr Lavery, that, at an earlier stage you 
mentioned that you had drawn up a 
document. It would be useful if we had a 
copy of that.

364. Mr Lavery: Is that the investment 
protocol?

365. The Deputy Chairperson (Mr Dallat): It 
is the Amtec report.

366. Mr Lavery: Yes, of course we will make 
that available to the Committee.
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367. The Deputy Chairperson (Mr Dallat): 
You will be pleased to know that we may 
seek clarification of issues raised today 
and other issues as they arise during our 
deliberations. We will write to you about 
that. Thank you very much for your time.
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Correspondence of 20 March 2015 to 
Department of Justice

Public Accounts Committee

Room 371 
Parliament Buildings 

Ballymiscaw 
BELFAST BT4 3XX

Tel: (028) 9052 1208 
Fax: (028) 9052 0366 

E: pac.committee@niassembly.gov.uk

20 March 2015

Mr Nick Perry 
Permanent Secretary 
Department of Justice 
cc. Treasury Officer of Accounts

Dear Nick,

PAC inquiry into Managing and Protecting Funds Held in Court

I wish to thank you, Mr David Lavery, Mr Ronnie Armour and Mr Richard Ronaldson for 
attending the Public Accounts Committee meeting on Wednesday, 25th February. The meeting 
was extremely beneficial in providing the opportunity to discuss concerns and issues arising 
from the Audit Office report on Managing and Protecting Funds Held in Court.

A number of points were raised during the session and I write to request some additional 
information.

 ■ Could you confirm what is the annual cost of the Fujitsu computer system contract in the 
Court Funds Office?

 ■ Could you provide the Committee with a copy of the Amtec consultant’s report 
commissioned by the Northern Ireland Courts and Tribunals Service circa 2003?

 ■ Could you confirm when the benchmarking exercise on the investment performance of 
the Court Funds Office was carried out? Can you provide the Committee with all relevant 
documentation?



Report on Managing and Protecting Funds Held in Court

48

I would request a response on the above issues by 8 April 2015.

Yours sincerely,

Michaela Boyle

Chairperson, 
Public Accounts Committee
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Building a fair, just and safer community 

Rm B5.10, Castle Buildings 
Stormont Estate 
BELFAST   BT4 3SG 
Tel: 028 9052 2992 
email: nick.perry@dojni.x.gsi.gov.uk 

FROM THE PERMANENT SECRETARY 
Nick Perry

Your reference 
Our reference NP90-15; 
15/131746 
Date 31 March 2015

Ms Michaela Boyle MLA 
Chair of the Public Accounts Committee 
Room 371, Parliament Buildings 
Ballymiscaw 
BELFAST      BT4 3XX 
Email: pac.committee@niassembly.gov.uk 

Dear Ms Boyle, 

PAC INQUIRY INTO MANAGING AND PROTECTING FUNDS HELD IN COURT 

I am writing in response to your letter of 20 March 2015 requesting further information 
following attendance at the Public Accounts Committee (PAC) meeting on 25 February.

The annual cost of the application support contract for the Court Funds Office (CFO) 
system is £49,360.  The Northern Ireland Courts and Tribunals Service (NICTS) has an 
ICT Managed Services Contract with Fujitsu who sub-contract the support for the CFO 
system to ICS-Equiniti (the supplier of the software).  Due to the age of the system, 
support is provided on a best endeavours basis. 

As requested, I have enclosed a copy of the Amtec report from 2003. 

The benchmarking exercise on the investment performance of CFO is a continuous 
process.  Benchmarked performance information has been prepared on a monthly basis 
since July 2008.  Initially performance of equities was benchmarked against the 
FTSE100 Index, and this continued until January 2009.  Since February 2009, after 
discussions with the incumbent supplier of stockbroking services, monthly comparisons 
have been made with the FTSE All Share Index.

Since 2011/12, the annual accounts of the Court Funds Office have included a 
comparison of annual investment performance for both debt securities and investment 
securities, benchmarked against six applicable indices.  Comparison against the same 
benchmarks was introduced to the monthly reports in July 2013. 

Correspondence of 31 March 2015 from 
Department of Justice



Report on Managing and Protecting Funds Held in Court

50

Building a fair, just and safer community 

We recently compared our investment performance against the other jurisdictions in the 
UK and Ireland.  It is difficult to make a direct comparison, as each jurisdiction manages 
funds in court in a different manner and reports over different periods.  However, data 
for investment performance was extracted from the annual reports that were available. 

I have enclosed Schedule A, summarising the above benchmarked performance 
information over recent years.

In addition to the above, since March 2014 the current stockbroker has provided six-
monthly performance reports measuring their performance against a number of industry 
standard benchmarks.  I have enclosed a copy of their latest report (with individual 
names redacted) for the six month period to 30 September 2014. 

I trust that this additional information is sufficient, but please contact me if you require 
anything further.

Yours sincerely, 

N P PERRY 
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Summary of equity performance 

The performance of equities is compared monthly against the FTSE All Share Index.  The 
following table shows the annual performance of equities held on behalf of clients, compared 
against the annual movement in the index.  

Year�ended Year�ended Year�ended Year�ended Year�ended
Y/E�Mar�2010 Y/E�Mar�2011 Y/E�Mar�2012 Y/E�Mar�2013 Y/E�Mar�2014

£'000s £'000s £'000s £'000s £'000s

Opening�balance 12,858������������ 17,398������������ 24,231������������ 37,996������������ 56,220������������
Purchases 6,892�������������� 10,206������������ 15,178������������ 18,058������������ 37,060������������
Sales�and�transfers (5,745) (5,726) (3,655) (7,270) (9,521)
Movement�in�market�value 3,393�������������� 2,353�������������� 2,242�������������� 7,436�������������� 4,101��������������
Closing�balance 17,398������������ 24,231������������ 37,996������������ 56,220������������ 87,860������������

Movement�in�market�value�(%)* 29.7% 11.6% 7.0% 17.4% 6.2%

Movement�in�FTSE�All�Share�Index�(%) 46.7% 5.4% �2.1% 12.6% 5.2%

* - the percentage movement in market value is calculated monthly, so this figure takes account 
of which month the purchase and sale transactions occurred in throughout the year. 

Annual performance 

The following information has been extracted from the annual accounts of CFO. 
2011/12 2012/13 2013/14

Investments�held�on�behalf�of�minors
Debt�Securities 5.0% 1.9% �4.5%
Investment�Securities 4.6% 14.9% 5.5%

Investments�held�on�behalf�of�patients
Debt�Securities 9.1% 4.4% �6.2%
Investment�Securities 2.7% 15.3% 4.6%

Benchmarks

Debt�Securities
FTSE�Fixed�rate�gilts�up�to�5�years 1.7% �2.7% �3.9%
FTSE�Fixed�rate�gilts�5�15�years 11.6% 1.9% �7.0%
FTSE�Index�linked�gilts�up�to�5�years 2.0% 1.8% �3.4%
FTSE�Index�linked�gilts�5�15�years� 14.1% 9.7% �8.1%

Investment�Securities
FTSE�All�Share �2.1% 12.6% 5.2%
FTSE�100 �2.4% 11.2% 2.9%

Movement�in�market�value�(%)*

Movement�in�index�(%)

* - the movement in market value has been calculated, based on the average value of holdings 
during the year. 

Holdings are split between minors and patients, as different investment strategies are applied, 
with patients’ funds more likely to be held for a longer period. 

Debt securities consist of government gilts only.  Investment securities include equities and other 
investments. 



Report on Managing and Protecting Funds Held in Court

52

 Benchmarking against other jurisdictions

The graph below shows the results of the comparison of investment performance with other 
jurisdictions.  The information was extracted from the available annual reports of each 
jurisdiction. 

Ireland
The equivalent of the Court Funds Office in Ireland has created a “balanced fund” into which 
client funds are invested if considered appropriate.  It comprises of investments in cash, bonds 
and equity funds in the ratio 25:20:55.  As at 30 September 2013, a total of 37% of client funds 
held in court were invested in the “balanced fund” with the remaining funds held in a cash fund.
It is not possible to extract the performance of the equity element of the fund from the 
information available, so a direct comparison cannot be made. 

England and Wales 
The Court Funds Office for England and Wales has set up an Equity Index Tracker Fund (EITF) 
into which client funds are invested if considered appropriate.  As at 28 February 2013, a total of 
4% of client funds were invested in the EITF with 94% of funds being held as cash.  As this is an 
equity fund, it can be compared directly with the CFO (NI) equity performance. 

Scotland
In Scotland, funds are not generally held in court.  In the small number of cases where funds are 
held, they are not invested. 

Northern Ireland 
The graph above depicts the performance of equity investments held on behalf of CFO clients.  
As at 31 March 2013, a total of 19% of client funds held in court were invested in equities.  An 
additional 51% of client funds were invested in other investments, such as bonds and gilts, with 
the balance held as cash.
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Appendix 4

List of Witnesses 
who Gave Oral Evidence 

to the Committee
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List of Witnesses who Gave Oral Evidence to the Committee

List of Witnesses who Gave Oral Evidence 
to the Committee

 ■ Mr Nick Perry, Accounting Officer, Department for Justice DoJ;

 ■ Mr David Lavery, Director of Access to Justice, DoJ;

 ■ Mr Ronnie Armour, Accountant General and Accounting Officer, NICTS;

 ■ Mr Richard Ronaldson, Deputy Accountant General, NICTS;

 ■ Mr Kieran Donnelly, Comptroller and Auditor General (C&AG); and

 ■ Mr Jack Layberry, Treasury Officer of Accounts, Department of Finance and Personnel.
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