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EXPLANATORY MEMORANDUM

BACKGROUND AND POLICY OBJECTIVES

3. The solicitors’ profession in Northern Ireland is regulated by the Solicitors (Northern
Ireland) Order 1976. Provisions of the Order deal with the operation of a Compensation
Fund where the Law Society for Northern Ireland may approve grants in circumstances
of loss arising from a solicitor’s dishonesty or failure to account for clients’ funds
(Articles 56 and 57). The Fund, the cost of which is entirely borne by the solicitors’
profession, in practice complements and underpins separate arrangements whereby
solicitors are required by the Society to maintain professional indemnity insurance
cover to meets claims arising out of the solicitors’ professional negligence.

4. Schedule 2 to the 1976 Order deals with the structure and financing of the Compensation
Fund. There is one statutory opportunity each year to raise funds by way of a levy on
solicitors (in January each year). Apart from this the only way to raise additional finance
is by borrowing. The Law Society also insures the Fund against major loss. Schedule 2,
paragraph 4 permits borrowing by the Compensation Fund but limits the amount which
can be borrowed to £100,000. This limit was set in 1976.

5. The main policy objective of the Order is to increase the limit that may be borrowed
from this figure to £1million. It is considered that the existing figure is much too low
and no longer reflects the increase in the value of client funds held by solicitors in their
accounts. In order to maintain the effective management and maintenance of the Fund,
the Law Society require the potential to borrow much more than they are currently able
to do under the 1976 Order. In addition, the Order intends to permit future consideration
of the figure to be undertaken by way of subordinate legislation.

1


