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Notes to the accounts: Year ended 31 December 2006 (continued) 
 

At 31 December 2006, £ 55,895,225 (2005: £ 55,718,059) was held by the Law Society as 
statutory trustee and comprised designated deposit accounts, office deposit accounts and 
the current account. The rightful beneficiary of these monies is often not known, and in some 
cases may never be known. The Compensation Fund may have a legal entitlement to some 
of these monies. 

This contingent asset, being the unknown amount that may be remitted from the STAs to the 
Fund has been excluded from the Fund’s statement of assets and liabilities. 

 

5. Amounts owed to the Statutory Trusts 
The latest estimate of amounts possibly owed to the Statutory Trusts, as at 31 December 
2006 is £ 5,791,541 (2005: £ 5,594,433). This includes estimated interest of £ 1,139,488 
(2004: £ 942,380).  

This represents client monies recovered by the Fund either directly or indirectly from 
defaulting solicitors before 31 December 2001, in a manner which may have been 
inconsistent with the Society’s fiduciary duties. These monies are held within the Fund’s 
current assets balance. However, they are possibly repayable to the Society as trustee of 
the Statutory Trusts.  Work is underway to establish what would have been the Fund’s 
proper subrogated claim in relation to these transfers.  This will, where evidence is available, 
establish whether the amounts paid to the Fund were, after all, justifiable or, more likely, 
partially justifiable.  An application to court may be needed to establish what can be done 
with monies where it is impossible to establish the position. 

 

6. Money invested in a managed fund 
The treasury strategy for the Compensation Fund is a conservative investment that focuses 
on the Deutsche Managed Sterling Fund supported by deposit and current accounts held 
with Barclays Bank Plc. 

 

The Sterling Fund provides a high level of 
current income while preserving capital by 
investing in a diversified portfolio of 
Sterling denominated short term debt and 
debt related instruments. The fund size is £ 
307 million of which the Compensation 
Fund investment as at 31 December 2006 
represented 16.7% of that fund. The 
Deutsche Sterling Managed fund is an 
“AAA” rated fund (Moody’s and S&P 
ratings). 

As at 31 December 2006 the amount held on investment was £ 51,247,571 (2005: 
£40,495,425) earning gross interest of £ 1,542,145 (2005: £ 1,566,156) before tax, providing 
an average annual yield of 4.29%, 19 basis points above the average interest rate applicable 
to the bank deposit account. 

Deutsche Sterling Managed Fund - Asset Allocation @ 
27/12/2006

Time Deposits  -  18%

Asset Backed Commercial
Paper  -  11%
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