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Her Majesty’s Courts Service...

1 is the new organisation responsible
for managing the administration
of courts in England and Wales

7 brings together the magistrates’
courts, the Crown Court, county
courts, High Court and Court of
Appeal into a single organisation
for the first time

1 puts the needs of victims, witnesses
and law-abiding citizens first

" manages a total of 650
courts across England
and Wales and employs
more than 20,000 people

"1is an executive agency
of the Department for
Constitutional Affairs.




Offenders sentenced. Debts paid.
Children at risk protected.

i These are the kinds of things that take The second part of the document looks

B Dlace in courts across England and Wales,  at our structure, how we work and

day in, day out —and they are all overseen how we are measured and managed.

by Her Majesty’s Courts Service, the new

organisation responsible for managing The third part contains the accounts of

the administration of the courts. the Court Service for the operating year
2004/05 —the final year of its existence.

This document is designed to give youan  The accounts have been prepared in

insight into Her Majesty’s Courts Service. accordance with HM Treasury guidelines

It explains who we are and what we do,  and audited by the Comptroller and

focusing on six key aspects inwhichwe  Auditor General.

are helping to improve the court process

for everyone involved. The stories

we include aren't those of anyone in

particular — but they are representative

of the kind of feedback people give

us about what we do and how we're

improving our service.

20,000......
650....

areas
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Our vision

Our vision

Delivering justice and protecting people’s
rights: these are two of the fundamental
aims of the Department for Constitutional
Affairs (DCA). The creation of Her
Majesty’s Courts Service (HMCS) is

a central element in our ability to meet
these goals.

HMCS is an organisation explicitly
designed around our principle of serving
the law-abiding public better. We know
that people want a justice system they
can respect and have faith in. They want
to see the law upheld, to have confidence
in their ability to seek redress and that
everybody (including defendants) will

be treated fairly, and to know that the
judgments made in court will be enforced.
Above all, they want a justice system that
leads to safer communities and protects
the vulnerable. By bringing together all of
the courts in England and Wales under a
single management, HMCS is helping us
meet these shared goals more effectively.

The courts in the community

Firstly, by uniting the former Court Service
and magistrates’ courts committees in

a single organisation, HMCS can provide
amore consistent service. No matter
which court people visit, they will know
what they can expect, both from the
courts and in the courts.

0 HMCS is an organisation 0 People want a justice
explicitly designed around system that leads to safer
our principle of serving the communities and protects

law-abiding public better. the vulnerable.



Secondly, a single organisation can make
better use of all the court premises in
England and Wales. Where that delivers
benefit is in terms of ensuring we can
continue to deliver justice locally; instead
of moving the court out of a town,
premises are consolidated and shared
between different types of courts,
making sure the court is a visible part

of the community.

Protecting the vulnerable

It's these same goals that we're addressing
through our approach to supporting
victims of crime. By ensuring there are
secure facilities in courtrooms, making
use of innovative technology such

as video links and looking to keep them
better informed from start to finish,
we are making trials and hearings less
intimidating — meaning more offenders
are brought to justice and so enabling

the law-abiding public to live their lives

HMCS can play a more positive role, sharing
without fear.

knowledge and allocating resources to enforcing
the decisions of the courts nationwide.

But it also needs to be respected — which
is why enforcement is such a key issue.
Here too, as a unified body, HMCS

can play a more positive role, sharing
knowledge and allocating resources

to enforce the decisions of the courts
nationwide. And when judgments

are respected and offenders brought

to justice, communities feel safer.

Thisis an integral part of the vision of DCA,
and has been since the Department was
established. It's now the vision of a new
organisation too — and | am delighted that
HMCS has been created to help make
this vision a reality.

Rt Hon Lord Falconer QC
Secretary of State for Constitutional
Affairs and Lord Chancellor

HMCS
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Our purpose

Our purpose

In just over a year as Permanent Secretary
at DCA, it's been an enormous honour
to oversee substantial change and growth,
with the creation of HMCS. On | April
2005, when the Crown, county and
magistrates’ courts, High Court and
Court of Appeal came together to form
this new organisation, DCA became an
employer of nearly 24,000 people.

But it's not simply in numeric terms that
this new addition to the DCA family is
so significant. More important is the fact
that over 20,000 of these people are
directly employed in delivering services
to the public. For a Whitehall department,
this is an unusually large proportion of
public-facing staff, and | believe it’s a vital
element not only of our character as

a department but also in our continued
commitment to focusing on the needs
of the users of our services.



Our people in the front line

It is HMCS staff who are in the front line,
engaging with victims, witnesses and
defendants as they enter the courts.

It is in their hands to ensure that people
attending court understand what

is expected of them, that they know
where to go, and that the vulnerable
can come to court without fear.

Similarly, it is HMCS staff who act as
listing officers, to make sure courtroom
cases are processed quickly, and HMCS
staff who handle fee payments and

help enforce orders after the hearings,
ensuring the whole experience is as
stress-free and effective as possible.

Taking the opportunities

Inturn, this places a responsibility back
on the Ministerial team and the senior
staff to ensure we provide a positive
working environment, in which people
can continue to make a difference.

| believe that HMCS will offer real
opportunities to do this, not only in terms
of giving greater career progression

but also enabling us to take forward key
policies, such as the Professional Skills
for Government agenda, and our
commitment to diversity — something

| already believe we can be proud of.

These kinds of policies not only help
develop our staff, raise their knowledge

and awareness, and ensure that their
working lives are positive, but in turn
help us to deliver a better service

It is HMCS staff who are in the front line, engaging
with victims, witnesses and defendants as they
enter the courts.

It's a major responsibility, but from
meeting these same people across
England and Wales, it's clear to me that
this responsibility is in excellent hands.

to the public.

l- I"F{_I._- o+ || A l.';'i v,

e

Alex Allan
Permanent Secretary,
Department for Constitutional Affairs

HMCS
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Our progress

Our progress

The year 2004/05 has been hugely
significant in the work of the courts in
England and Wales. It has seen a great
number of significant achievements and
major events, building up to the launch
of HMCS, in the company of the Queen
herself, on | April. Now | am in the
position of looking forward to what

we can deliver as HMCS, as much

as | am looking back and reflecting

on a hugely rewarding final year

for the Court Service.

When the year began, we had two

key objectives: to ensure everything
progressed as smoothly as possible
towards the launch of HMCS, and

to maintain and improve the standards
of performance we had set for ourselves
over recent years. I'm delighted to say
that we achieved both of these, though
inevitably not without a few anxious
moments along the way.

That we did so is an enormous credit

to the staff in the courts, who continued
to focus on delivering a high-quality
service to court users regardless of the
organisational change that was happening
in the background. At the same time,
credit is also due to the management
teams — both those of the Court Service
and the magistrates’ court committees
and the new HMCS Board — who worked
extremely hard to ensure the transition
to the new organisation was as seamless
as it could be.



Launching new initiatives Moving forward as HMCS

In amongst all this, new initiatives were  Naturally, there are areas where we
launched, investments made and policies  still have a great deal of work to do.
developed. Some of the most notable, =~ Most obviously, there are still substantial
from my perspective, were the nationally  improvements to be made in the way
co-ordinated fines enforcement ‘blitzes’,  difficult family issues, such as childcare
Operation Payback land 2. The ‘blitzes’  cases, are handled. But I'm confident
not only recovered a great deal of money  that this is precisely the kind of area

that was owed to the courts, but also where HMCS will prove its value.
helped emphasise that we will ensure
respect for and compliance with the HMCS is an organisation that combines

orders of the courts. The success of such  strengths in policy development with
initiatives has resulted in closer working  real-world delivery expertise. As a
with the police and other criminal justice  national body, we are better able to work
agencies as well as a high level of positive  with our partners in the justice and social
publicity and public awareness. care systems, and with the public,
to deliver a more consistent service.
“ HMCS is an organisation that combines strengths

in policy development with real-world Our ability to do that is dependent on

. : the strong foundations provided by the
delivery expertise. ,, Court Service, not least in its final year

of existence, as this Annual Report will
Another significant achievement has been show; and by the magistrates’ courts
the establishment of more than 100 courts committees. That's one of the reasons
dedicated to dealing with anti-social | can look forward to the next year
behaviour. We have worked closely with  with such confidence and optimism.
our partners across the justice system
to ensure we are able to respond quickly 7 A
and effectively. Other efforts have been | o~
focused on working alongside the judiciary L<u_'\' 1‘“* S8
to help reduce the number of ineffective
trials in England and Wales. I'm pleased  Sir Ronald De Witt
to report that we have exceeded our Chief Executive
performance targets in this area.

__‘___.‘—"‘
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Focused service

The final report (published June 2005)
on the evaluation of two pilot specialist
domestic violence courts highlighted
anumber of specific areas:

Number of days from arrest to case
finalisation Gwent

‘ Before pilot ‘ 86 days

7o dos

Number of cases withdrawn or
discontinued before trial Croydon

Before pilot 36%
During pilot 20%




Providing a more focused service
means our staff work more closely
together to get the right results.

What we’ve done

Our more focused service is equally visible in

the development of ‘specialist’ courts to deal

with particular issues — like anti-social behaviour

or domestic violence. We're bringing together our
resources, across different courts, statutory services
and the voluntary sector, to ensure that these issues
can be dealt with faster and more effectively, and by
people with the right level of expertise. We're also
working closely with judges and magistrates to ensure
they have the right training, as well as supporting
our own staff in understanding the issues too.

[0 We have identified more than |16 anti-social
behaviour response courts —where problems
that affect communities can be dealt with quickly
and effectively, with specialist anti-social behaviour
sessions held where appropriate.

[J There are at least seven magistrates’ courts in
England and Wales currently operating specialist
ways of dealing with domestic violence cases.
Evaluation at all seven sites has shown that
they have helped to reduce attrition, increase
convictions and improve victims' confidence
and satisfaction in the system.

[ In recognition of the fact that drugs offences
are often symptoms of a bigger problem, we
have already identified best practice in the way
that specialist drug panels deal with offenders
and we are establishing pilots of dedicated drugs
courts to help tackle the root causes.

The HMCS factor

HMCS is looking to ensure that innovative solutions
and best practices are developed in local areas

and used to tackle other offences. Because we
have overall administrative control and manage
performance across all courts, we are better
equipped to identify how the courts can respond
to specific problem areas and act accordingly, taking
account of different local needs.

Atthe same time, we can see where resources could
be shared effectively to support faster responses
and serve the needs of the community more clearly.
That may involve establishing more community
justice-style initiatives — but equally it might mean
supporting online payment of fines and fees.

In short, we want to provide a focused service,
which reflects the real needs of communities and the
individuals that live in them. As an integrated, national
organisation, that's exactly what we can do.

HMCS
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Fewer ineffective trials

Crown Court ineffective trial rate

03/04 17.8%
04/05 target | 18.4%
04/05 14.4%

Magistrates’ courts ineffective
trial rate

\03/04 \ 27.2%

04/05 target 24.5%

04/05 22.7%




What we’ve done The HMCS factor

Trials fail for a number of reasons, and we've One of the key advantages of the establishment of
introduced measures to respond to as many HMCS is that, as a single organisation, we are better
of these as we can. able to report on overall performance and share
and analyse information. This means in turn we can
O Video links have been installed in a number share best practice in tackling ineffective trials across
of prisons, meaning that preliminary hearings all courts.

can take place without having to bring prisoners
to court. Where prisoners do have to travel, we  Our strategy will look at a number of different ways
are working closely with the Prison Escort Service  to make sure victims and witnesses can feel safe

to make sure it has sufficient notice of trials. and comfortable at court, be fully informed about
the court experience, feel that their time is valued
[ Working with the judiciary, we have analysed all ~ while at court and that their contribution has

ineffective trials to identify the reasons for failure, ~ been appreciated.
so that we can focus our resources on solving the
real problems. Where trials fail now, judgesand ~ We also have the ability to focus our resources
magistrates are required to establish the reasons  more effectively across the entire court estate. That
for failure and to add their findings to our might mean ensuring that cases involving vulnerable
knowledge base. witnesses are heard at courts with appropriate
facilities, working closely with the judiciary so that

[ The same analysis process looked at the duration  we can identify how best to use all courtrooms when
of hearings for different offences and under listing hearings, and continuing to treat ineffective trials
different circumstances, to gain a clearer picture  as a priority, deploying key people to monitor
of how long trials will last. This has enabled more  progress and devise solutions.
effective trial listing, giving all participants a better

idea of when they are likely to be required and In addition, we are seeking ways to work more
avoiding having them waiting around for long closely with partner organisations within the justice
periods of time on the day. process, from the police to prisons, so that potential

problems are identified early. Ineffective trials affect
[0 To help with the scheduling process, we have also  the whole justice system; we need to tackle
looked to work more closely with lawyersto find  them together.
out how defendants will plead, and to get an idea
of the number of witnesses that are anticipated.

O A practice direction from the Lord Chief Justice,
Lord Woolf, has made it possible that in certain
circumstances, judges and magistrates can elect
to proceed without the defendant present.

Our role is to make sure the right
people are in the right places, with
the right information available,

at the right time.

HMCS 16
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That'’s why it’s so important to us that
the courts are now able to prioritise cases
where children are at risk.
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The HMCS factor

Our focus isn't simply on acting fast; it's about making
the right decisions faster. To do that depends on

our ability to bring together as much information

as possible, as quickly as possible.

As a single organisation, HMCS is able to build
nationwide relationships with other organisations
with the same priorities — such as removing children
from dangerous situations. We are working more
closely with the Department for Education and Skills
nationally, and individual schools locally, as well as
social services, to help identify potential problem
cases and bring together more evidence to support
decision-making.

Our staff know that faster resolution is We are also looking at ways to streamline the

better for everyone involved in a case. process of transferring cases within the court system
and ensuring that all the available information is
passed on in an intelligent and effective way, so that
subsequent hearings can be listed as soon as possible
to help maintain progress and continuity. The results
are a more integrated court process and, in turn,
a court process that can respond faster and
more effectively.

What we’ve done

Faster and more proportionate dispute resolution
isn't just about what happens in the court. In some
areas, we believe our service is best provided
outside traditional courtrooms.

J We have developed and promoted online
services to support money claims and allow
people to fill in forms and pay fees. This is more
convenient for those using the online services
and also frees up court resources.

[J More cases, such as speeding offences, are
resolved by fixed penalties, again reducing the
burden on courts and increasing convenience
for the customer. At the same time, we're looking
to provide more guidance on alternative dispute
resolution routes for civil and family problems,
which often turn out to be far swifter than going
through a full court hearing.

[ Following the successful pilot schemes in Luton,
Bedford and Newcastle county courts to conduct
some procedural hearings by telephone, DCA
has now launched a full consultation into the use
of telephone hearings nationwide.

[ Fines officers are being appointed, within
magistrates’ courts, to work with offenders so
that they can meet their financial obligation to
the court. The fines officer has the ability to adjust
the payment terms set by the court, thus freeing
up court resources to focus on more problematic
enforcement cases.

HMCS 20



~ JUSWISDIOJUS JawI4







JU=2W=0.10/Us Jaldi4



To improve enforcement, our staff
are working closely with a number
of different organisations.

What we’ve done

Over the last year, we have conducted two major
enforcement initiatives, Operation Payback and
Operation Payback 2. Both initiatives focused on
enforcing fines, compensation, bringing persistent
offenders to justice (working with the police to target
defaulters on persistent offender lists), high-value
individual fines and high-value company fines imposed
in the criminal courts — particularly the magistrates’
courts. These included fines imposed for offences
such as handling stolen goods, vandalism, disorderly
behaviour, car crime, theft, assault and some drug-
related offences.

[ The inaugural Operation Payback, which took place
in March 2004, recovered around £750,000 in
unpaid financial penalties. Experience shows that
there will be a further increase in payments after
the event, and that it will also encourage potential
defaulters to pay their fines in full and on time.

[J Operation Payback 2, which took place in
November 2004, was designed to make the
most of the lessons learnt and to reap the
benefits experienced during Operation Payback.
The amount collected increased by 136% in
Operation Payback 2.

[ A series of further new legislative measures
have been introduced to ensure that HMCS staff
have the powers they need for more effective
enforcement. These include increased powers
of search and entry for civilian enforcement staff,
use of police photo IDs to identify defaulters, the
compulsory use of attachment of earnings/deduction
from benefits, the appointment of Fines Officers
and the introduction of other enforcement sanctions
such as vehicle clamping and registration.

[ We have also introduced a number of new
information-sharing measures between different
criminal justice agencies, which have significantly
contributed to more effective enforcement,
identification of previously hard-to-trace
defaulters and a considerable reduction in
bureaucratic delays. Court areas now have
access to the Equifax credit reference agency
database, the Police National Computer
and the Department for Work and Pensions
Customer Information System.

The HMCS factor

In the longer term, the various elements of

the Enforcement Programme come together

in the business redesign proposed for HMCS. Work
is under way on a redesigned enforcement process,
based on current best practice, which will provide
HMCS with a single, consistent and more efficient
enforcement service.

The national enforcement service will build on

the wide range of initiatives currently being taken
forward to improve performance across all aspects
of enforcement —fines, community penalty breach
and fail to attend warrants, plus asset recovery. It will
putin place a framework for improved enforcement
and sentence compliance, as well as establishing

a distinct and clearly identifiable body of trained
enforcement professionals, which will focus on

fine defaulters, those skipping bail and community
penalty breaches.

Under a national enforcement service there will

be more collaboration, increased intelligence sharing,
centralised information, standard processes and
procedures — as well as reduced duplication of work
across the wider justice system.

HMCS
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Fresher thinking




Fortunately, the court advised
us to look at mediation instead — and it
turned out to be the perfect solution.

HMCS 26




Fresher thinking

What we’ve done

Over the last few years, we have worked hard

to establish a range of alternative dispute resolution
methods. The main challenge at this stage is informing
people about them and encouraging uptake.

[0 DCA set up the National Mediation Helpline,
in conjunction with the Civil Mediation Council,
providing a single telephone number and website
for people to find out more about mediation.

[J We have produced a series of leaflets and posters
to publicise mediation and explain how it works.

[J In addition, we have developed a best practice
mediation toolkit to help local courts set up their
own mediation service, based on extensive
evaluation of existing mediation schemes.

[ We are testing new forms of mediation, particularly
for small claims. Pilots are under way in Exeter,
Manchester, Reading and Wandsworth.

The HMCS factor

HMCS is committed to improving the public
understanding of the court process. We want

to make people more aware of their legal rights and
opportunities, whether that is in terms of going to court
or seeking resolution through an alternative route.

Tothat end, we are investing in a range of educational
programmes, including leaflets about what to expect
in court and how other dispute resolution methods
work, as well as a new video explaining the court
process, from the perspective of a victim, a witness,
and other court users. We are also publicising the
National Mediation Helpline, to help raise awareness
of what it can do and make people understand that
the court isn't their only option. This is a long-term
goal, and much needs to be done to change

public opinion, but we believe we are making
tangible progress.

Where cases do need to go to court, we are dedicated
to providing everyone involved with more information
before, during and after their involvement in the
process. One major intiative is to try and ensure
that every participant in cases in the criminal courts
receives a letter from the courts once judgment has
been passed, thanking them for their contribution
and informing them what the outcome was. This
fuller picture helps increase people's confidence

in and understanding of the justice system.

in court.

Mediation is a complementary solution
which enables us to dedicate resources
to the cases that can only be dealt with
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Further investment

Further investment

Lawyers, police officers and witness
care workers all recognise that
attending court is an important part
of their job, but they have many other
things to do in their working day too.
That’s why solutions like XHIBIT

are so valuable to them, to the courts,
and to the general public.

For over 400,000 people working in
the criminal justice system, XHIBIT
provides real-time information on
the progress of Crown Court hearings.
Anyone involved in a case now has
access to more accurate information
on proceedings, faster than ever
before. In the court precincts, in
waiting areas and via the internet,
witnesses and members of the public
can also track cases meaning they

are better informed on progress.

Because we have invested time and resources into
analysing the duration of the cases heard, the judiciary
is able to list cases more accurately.

magistrates’ courts in England and Wales now have
video links.

XHIBIT is also an important first step
towards joining up the criminal justice
system. It links with the CJS Exchange
XHIBIT Portal, which provides an
electronic repository for Crown Court
hearing information. This enables
instant access to case management
information for agencies across

the criminal justice system. Together
XHIBIT and the Portal provide a
capability to thousands of criminal
justice organisation staff, enabling them
to act on information previously only
available to those within the courthouse.

It’s all part of speeding up access to
important information from the Crown
Court, contributing to swifter justice
and a better deal for the public.

XHIBIT is live in 50 Crown Courts
(August 2005) — and national roll-out will
be complete by the end of March 2006.

Our investment in I T is transforming
the way our staff are able to work.



0 We have continued to roll out
video technology in both courts
and prisons, a programme that
will continue through till 2008.

0 We have developed
further our highly popular
online solutions, like Money
Claim Online.

What we’ve done

XHIBIT is an excellent demonstration of our
investment strategy, adopting new and innovative
technology to support and enhance streamlined
processes. These same principles are equally visible
in our other headline investments.

[J We have continued to roll out video technology
in courts.

[0 We have developed our popular online solutions,
like Money Claim Online.

[ We have examined our estates and identified
priority locations for improvement — whether
that's in terms of secure docks for defendants
or separate facilities for witnesses.

[J Some new premises have been built, such as
the Warwickshire Justice Centre. In other areas
we've invested in existing facilities, such as at
Newcastle Combined Court where we've set
up a new witness suite which had its first use
during a very high-profile trial.

[ We have also invested in back-office improvements
at the Northampton Bulk Centre, a single location
dedicated to tasks such as issuing claims, processing
payments and handling registrations.

The HMCS factor

As a single, joined-up organisation, HMCS will be
able to invest effectively in nationwide solutions that
drive efficiency and improve service, while benefiting
from economies of scale in terms of buying and using
new technology.

We are also able to make better use of all the estates
at our disposal. Already, the ability to share premises
and facilities has proved its worth. When floods hit
Carlisle, the magistrates’ court was inoperable, but
hearings continued at the Crown Court. When York
Crown Court suffered a fire, much of the work was
relocated to the magistrates’ court.

Our policy is not to restrict the availability of court
facilities as we consolidate our estate. Instead we
plan to take advantage of the opportunities now
open to us to remove the back-office function

from our court houses, so that they can concentrate
on defended cases. IT will play an important role

in all this — not only in terms of achieving savings,
but also in eliminating bottlenecks and helping

to deliver a more efficient service to our customers.

HMCS
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Our performance

Performance analysis

The year 2004/05, on paper, was difficult for

the Court Service. As the organisation continued
the transition to becoming HMCS, there could have
been a great deal of disruption to the day-to-day
business of the courts, both those administered

by the Court Service (Crown and county courts)
and the Magistrates’ Courts Committees.

However, as the following pages will show, the
reality was that performance over the year not
only met the majority of targets, but in several areas

exceeded them. This reflects a number of key factors:

O effective risk management throughout the
transition programme, empowering court staff
to continue with their work

J the commitment and dedication of court staff
to maintaining business as usual

0 the impact of several key programmes such
as the Effective Trial Management Programme
and our enforcement drive — programmes that
HMCS is set to build on.

Overall, then, it was a year of considerable success,

afitting end to the operational existence of the Court

Service and the 42 individual Magistrates’ Courts
Committees, and an excellent platform for further
development and achievement under HMCS.

Key achievements

[J The appointment of a new management Board
Throughout 2004/05, the interim administration
recruited and appointed a new management
Board, including seven regional directors and five
non-executive directors. The new Board brings
together a broad range of public and private
sector expertise, and includes a number of people
with many years’ experience of frontline service
delivery in the courts.

O Bringing courts into shared premises
Ina number of locations, courts have moved into
shared premises, reducing operational overheads
and real estate costs. This has proved a real
success, not least due to the approach taken by
court staff in terms of working with one another.

[ Reducing ineffective trials
As our performance against targets shows,
2004/05 saw real progress in our drive to reduce
the proportion of ineffective trials, with substantial
drops both in the magistrates’ courts and in the
Crown Court.

O Increasing customer satisfaction
Customer satisfaction levels have continued
torise, a fact that may be linked to better
enforcement and greater use of alternative
methods of dispute resolution.

[ Effective roll-out of video technology
and new IT systems
Over the course of the year, considerable
progress was made on a number of [T projects.
Video links were installed in more courts, the
XHIBIT system went live, providing information
about case hearings in a number of Crown Court
premises, and more IT facilities were placed
in courts to support the day-to-day work of
our staff. All these roll-outs took place without
disrupting operations.




The contribution of our staff in
enabling us to meet our targets during
the transition was immense.

A
B

Performance against PSA targets

HMCS contributes to the delivery of DCAs Public Service Agreement (PSA) targets. The following performance
figures are for Spending Review 2002 performance.

Objective |: To ensure the effective delivery of justice

HMCS works with DCA and others across government and with local partners to reduce the number
of ineffective trials and to guarantee the rights of defendants whilst ensuring that the public are protected

and that jurors, victims and witnesses are treated with respect and care.

Target I:

To improve the delivery of justice by increasing the number of crimes for which an offender is brought
tojustice to .15 million by 2005/06'; with an improvement in all criminal justice system areas, a greater
increase in the worst performing areas and a reduction in the proportion of ineffective trials?,

Target 2:

To improve the level of confidence in the criminal justice system, including increasing that of ethnic minority
communities, and increasing year on year the satisfaction of victims and witnesses, whilst respecting the

rights of defendants.

Measures

Target

Performance in 2004/05

A reduction in the proportion
of ineffective trials

The target will be met if the
national level of improvement
for Crown Court and magistrates’
courts is 27% by March 2006

This equates to a reduction in the
proportion of ineffective trials
from 24% to 17% in the Crown
Court, and from 31% to 23%

in the magistrates’ courts. The
target for 2004/05 is 18.4%

On course

Latest outturn for the proportion

of ineffective trials (quarter ending

March 2005) shows:

[ a reduction for Crown Court
centres from 24% (baseline)
to 14.4%

[J a reduction for magistrates’
courts from 3 1% (baseline)
1022.7%

To support Local Criminal Justice
Boards in meeting their Crown
Court target for the number

of defendants/appellants whose
cases are heard within target time

The targetis 78%

The average for the period April
2004 to March 2005 was 78.4%

To reduce the period from charge 71 days 68 days (quarter ending

to sentence for persistent young January 2005)

offenders cases

To increase sitting days in 104,200 101,823 (financial year ending

the Crown Court

March 2005)

‘Offences brought to justice’ counts the number of offences that someone is convicted of, has been cautioned for, has had taken into consideration by
the court, or for which they received a penalty notice (either for harassment, shoplifting (retail under £200) or vandalism (damages under £500)). Formal
warnings for the possession of cannabis are also included. Only notifiable cases are counted. The offences brought to justice aspect of the target was
modified in Spending Review 2004, superseding the previous target of |.2 million offences brought to justice in 2005/06. At the same time, a higher
target of 1.25 million offences brought to justice was set for 2007/08.

2'|neffective trials’ are trials that, on the date expected, do not proceed due to action or inaction by one or more of the prosecution, the defence

or the court, and a further listing for trial is required.

HMCS
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Our performance

8/

of customers satisfied with the
knowledge of court staff at the public
counter — exceeding our 85% target.

%

of customers satisfied with the
knowledge of staff on the telephone
service — exceeding our 80% target.

Objective II: To ensure a fair and effective system
of civil and administrative law

HMCS works to deliver a fair and effective system of civil and administrative law. We work to give people
access to a choice of proportionate and low-cost ways to resolve disputes including alternatives to court-
based systems. We work to make sure that costs are kept to a minimum, delays are avoided and judgments
are enforced so that excellent customer service becomes the norm.

Target 3:

To reduce the proportion of disputes that are resolved by resort to the courts.

Measures, baselines and target levels Latest outturn
(i) Reduce the number of non-family claims Slippage
in the civil courts by 1.8% (from 1.79 million [.791 million
to .58 million) Slippage due to the large increase in the number of

claims for recovery of debt and fines issued by major
users —such as water utilities, the DVLA and the
Inland Revenue (now Her Majesty’s Revenue &
Customs) These claims are rarely defended, and are
even more rarely the subject of court hearings. They
are not, therefore, ‘disputes’ in the sense envisaged
in the wording of the target.

(i) Reduce the proportion of allocated Ahead
(i.e. defended) cases that are resolved by Latest outturn: (year to March 2005) 40.5%
a hearing by 1.9% (from 48.9% to 47%)
(iii) Reduce the number of hearings by 9.3% Ahead
(from 71,300 to 64,700) Latest outturn: (year to March 2005) 6 1,500
(iv) Increase the proportion of contact and Slippage
ancillary relief orders made by consent Latest outturn: (year to March 2005) 69.9%
by 2.8% (from 70.6% to 73.4%) a) ancillary relief orders — current performance
a) Maintain the proportion of ancillary relief is91.2%
orders made by consent at over 90% b) contact orders — current performance
b) Increase the proportion of contact orders is32.0%

made by consent to 32.2%
This is a composite target and the two separate
elements are performing well. However, because
we have seen a greater increase in the number of
contact orders compared with ancillary relief orders,
overall performance is being dragged down.
This is because less than 33% of contact orders are
made by consent compared with the much higher
rate of 90% for ancillaries

Target 4:

Increase year on year the level of satisfaction of users by taking speedy, high-quality decisions and reducing
unnecessary delay and cost, and by ensuring that outcomes are enforced effectively. This target will be met
if all headline targets are achieved and 8 of the |4 supporting targets are achieved.

Measures Performance

The achievement of year-on-year improvements in four key areas of
dissatisfaction identified through the 2002/03 customer satisfaction survey

By March 2006: 2003/04 2004/05
85% of customers satisfied with the knowledge of court 87% 87%
staff at public counter (2004/05 target is 82%)

80% of customers satisfied with the knowledge of staff 85% 86%
on telephone service (2004/05 target is 78%)

60% of customers satisfied with the speed of resolution 31% 27%
of complaints (2004/05 target is 50%)

80% of customers satisfied with the helpfulness of written 79% 79%

communication (2004/05 target is 75%)

In 2004/05, three of the four headline targets were met. There was some slippage against the target measure
relating to customer satisfaction with the speed of resolution of complaints, though the percentage fall is within
the high statistical tolerance caused by a particularly low volume of responses to this question in the annual
customer satisfaction survey.



%

Target met for the number
of courts or units that apply
for the Charter Mark.

97

of complaints received by Ministers

answered within the target timescale.

Exceeding our 85% target.

Arange of activities has been implemented to improve the complaints handling process (e.g. including actual
speed of complaint resolution in senior managers’ performance reviews, introducing new standards for
customer service staff, and supporting staff and managers involved in resolving complaints through providing
new complaints handling guidance and new training events).

However, it is proving particularly challenging to translate improvements in the complaints handling process
itself through to customer perception, which the survey measures.

2004/05 supporting targets

Outturn for April-March

I 95% of courts or units that apply for the
Charter Mark are awarded that status

Target met early

In April 2004 we achieved 95% court accreditation.
From 2004/05 the Charter Mark process is changing
and individual courts will no longer apply, or re-apply,
for accreditation. Instead, we are working towards
achieving full corporate accreditation by 2008/09

The creation of Her Majesty’s Courts Service in April
2005 more than doubled the number of courts that
DCA directly oversees. Because of these changes
we have agreed with HM Treasury that this target
measure will be reported as ‘met early’ for the
remainder of the PSA period

2 85% of complaints answered within the
target timescales:

a) Received by Ministers — |7 working days 97%
b) Received at Court Service Headquarters

Customer Service Unit— 15 working days 95%
¢) Received by group managers — 10 days 75%
d) Received by court managers — 5 days 86%
3 94% of administration transactions completed

within 5 days 95%
To increase the percentage of civil cases heard
within target from allocation to hearing:
4 77% of small claims heard within 5 weeks 81%
5 77% offast-track cases heard within 30 weeks ~ 79%
6 77% of multi-track cases heard within 50 weeks 76%
Percentage of public and private law Children Act
cases and adoption cases dealt with within target by
the end of March 2006
7a) 70% public law heard within 40 weeks 41%
7b) 70% private law heard within 40 weeks 68%
8 70% of adoption cases heard within 20 weeks — 64%

9 Realise at least 30 opportunities for county
courts and magistrates’ courts to share

|7 We delivered 10in 2003/04 and a further
7in 2004/05, making a total of 17 out of

accommodation by April 2006 the target 30 achieved
|0 Establish a cost indicator (by April 2004) Met
II' The amount of money on enforceable warrants

as a percentage of the total value of enforceable

warrants will be 80% 91%
12 70% of charging orders will be processed in

the appropriate timescales:
a) From application to interim order in 2 weeks 93%
b) From interim order to final order in 10 weeks 84%
13 70% of third party debt orders will be

processed in the appropriate timescales:
a) From application to interim order in 2 weeks 92%
b) From interim order to final order in 10 weeks 84%
14 70% of attachment of earnings orders will be

processed in the appropriate timescales:

From application to first order (suspended

orfull)in 10 weeks 69%

HMCS
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HMCS operates 650 courts, employs
around 20,000 staff and works with
more than 30,000 judges and magistrates.
To ensure we provide the right balance
of central direction and local autonomy
and accountability, HMCS is structured
around 42 areas, which match the
existing criminal justice system areas,
operating within seven regions.

See map under flap
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Our organisation Removing the overheads of running 43 separate
organisations enables HMCS to divert more

In his review of the criminal justice system in 2001, resources to front-line service delivery. It also

Sir Robin Auld recommended a “single and nationally helps to provide a central focus for development
funded administrative structure, but one providing  of new policy initiatives and for sharing best practice.
significant local autonomy and accountability”.

Her Majesty’s Courts Service (HMCS), launched Our purpose is to deliver justice effectively

on | April 2005, is the organisation created and efficiently to the public. We will spearhead

in response to this recommendation. partnerships between the courts, criminal justice
agencies and others involved with tackling the

HMCS brings together for the first time all of the concerns of local communities. Our priorities

Crown, county and magistrates’ courts in England are listed below.
and Wales under one administration. This ends

the previously long-standing separation between

magistrates’ courts, each of which was run by

an independent local committee (of which there

were 42 across England and Wales), and the central

Government-run Court Service, which managed

the Court of Appeal, the High Court and all Crown

and county courts. The only court not included

within the remit of HMCS is the House of Lords.

11 Tackling crime leading to safer communities, by working
with our partners to help increase the total number of crimes
for which offenders are brought to justice to 1.25 million
HMCS brings together all 650 Crown, b)’ 2008/09

county and magistrates’ courts in England
and Wales under one administration.

1 Providing better facilities for victims, witnesses and vulnerable
people in all courts, such as separate waiting rooms and the
ability to testify via video link. These can help to reduce
ineffective trials and ensure people are confident to come
to court.

1 Reducing the amount of wasted time for witnesses, jurors,
police, families and those needing to resolve their disputes
as cases proceed on time and more effectively with better
co-operation across all courts and agencies.

1 Enabling tougher enforcement of court orders, which not only
means justice is done but also supports the work of the judiciary.

These priorities support the work of DCA, of which HMCS is an executive agency.

38 [39)



How we work

£ million

As a single agency, HMCS could
ultimately generate efficiencies
of as much as £20 million a year.

Organisational structure

HMCS operates 650 courts, employs 20,000

staff and works with 30,000 judges and magistrates.
Our headquarters is in Central London, in the
same building as the headquarters of our parent
department, DCA.

The central directors are based at these premises.

Chief Executive Sir Ronald De Witt KB
Director of Policy, Crime Neil Ward
Director of Policy, Civil and Family,

and Director of Customer Services Mark Ormerod

Resources Director Philip Lloyd
Estates Director Alan Fenton
Performance Director Clare Sumner CBE
Director of Communications Atula Gor
Director of Royal Courts

of Justice Group Alastair Clegg

We also have five non-executive directors:

O Sir Peter Bonfield

O Jeff Denton

[ Maggie Lee

[J Mee Ling Ng

O Lord Justice Thomas, the Senior Presiding Judge.

To ensure we provide the right balance of central
direction and local autonomy and accountability,
HMCS is structured around 42 areas, which match
the existing criminal justice system areas, operating
within seven regions.

Each area has an area director, who reports into one
of the seven regional directors, and a Courts Board,
which is designed to be a forum for local people

to be consulted regarding the operation of the

local courts.

Region Regional Director
London Nicola Bastin
South East Kevin Pogson
South West Peter Risk
Midlands Alan Eccles
Wales and Cheshire Nick Chibnall
North West Chris Mayer CBE

North East and Yorkshire Stephen Caven

The Courts Boards will scrutinise, review and make
recommendations about how local courts are run,
where they are located and how the level of service
for court users can be improved. They will not be
involved in any judicial decisions, like sentencing,
but will fulfil an advisory role to identify and meet
local needs.

The High Court

The High Court sits at the Royal Courts of Justice

in London, as well as at some major court centres
around the country. The work is handled by three
divisions, depending on its subject:

[ Chancery Division: equity, trusts, tax, bankruptcy

O Queen'’s Bench Division: contract, tort,
commercial matters

[ Family Division: divorce, children, probate.

The Divisional Court of the High Court sits in the
Family and Chancery Divisions, and hears appeals
from the magistrates’ courts and county courts. The
Administrative Court in the Queen’s Bench Division
deals with a variety of judicial review matters.

Court of Appeal

The Court of Appeal also sits at the Royal Courts

of Justice. The Criminal Division hears appeals from
Crown Court cases, while the Civil Division receives
appeals from the High Court, tribunals and, in
certain cases, county courts.

Supreme Court

In 2003, the Government announced that it would
create a new Supreme Court for the UK. Following
the passage of the Constitutional Reform Act 2005,
work is under way to establish it. The Supreme
Court is a superior court of record. Itis not part

of HMCS.



Central services

To support the work of the individual courts,
HMCS also provides some nationwide services,
such as the Bulk Centre, and is establishing

a national enforcement service.

The Bulk Centre, located in Northampton,
is dedicated to issuing claims across the whole
of HMCS. It consists of four main working areas:

O Claim Production Centre

[J Centralised Attachment of Earnings
Payment System

O Money Claim Online
O Traffic Enforcement Centre.

We have invested in IT systems to support the Bulk
Centre’s work and it is able to process claims quickly
and accurately. The Bulk Centre also runs dedicated
telephone helpdesks to support courts and end
customers. When a defence or acknowledgement
of service is received, claims are transferred to local
courts, and we are continuing to invest in [T
equipment for these courts as well.

In support of the work in our business redesign
proposals around enforcement, we are establishing
a national enforcement service. The national
enforcement service will build on the wide range

of initiatives and:

O ensure respect for the authority and orders
of the courts

O focus on compliance, confidence
and compensation

O show that justice is being done thereby increasing
public confidence

O put in place a more effective, professionalised
enforcement force to tackle hardcore offenders.

The enforcement professionals involved will be fully
trained and will have defined areas of jurisdiction,
in line with nationwide standards and processes.

The national enforcement service is not a new
government department or agency. Instead, it will
be a service that embodies the new approach to
enforcement across England and Wales, in which
HMCS is the senior partner.

The business redesign proposals will also
explore the possibility of an integrated civil and
criminal enforcement strategy, feasibility of call
centres for telephone enforcement, and regional
accounting centres.

Strategy

The work of the courts touches millions of lives
ayear. There are members of the public such as
victims, defendants, claimants, witnesses, jurors and
the families and friends of all of them. Then there
are all those involved in the justice system: judges
and magistrates, police officers, lawyers as well

as court staff.

HMCS wants to strengthen and develop the work
of the courts, and the court experience of all

the users of our services. By doing so we not only
support the justice system effectively, we can also
help ordinary citizens feel safer and more confident.

Our strategy is focused around three key
delivery areas:

O reducing crime and anti-social behaviour
O protecting the vulnerable

O supporting more effective and proportionate
dispute resolution.

These three areas are naturally interlinked and
all support the achievement of DCAs PSA targets.
HMCS has specific targets in each area.

Currently, our performance targets are the very
same as those the Court Service was previously
measured against. These PSA targets were
established as part of the 2004 Spending Review.
As a new organisation, we are committed to working
towards these targets as best we can. At the same
time, we are aiming to be in a position to play

alead role in setting our targets for the next
Spending Review.

Reducing crime and anti-social behaviour

WEe are working to reduce crime and anti-social
behaviour by ensuring court orders act as an
effective deterrent and by supporting the judiciary
in sentencing quickly.

Our strategy for achieving this objective covers
anumber of areas:

00 We willimprove enforcement of penalties and
sentence compliance through the development
of the national enforcement service.

O In partnership with a wide range of stakeholders
across the justice system, we want to help ensure
more offenders are sentenced by reducing
ineffective trials. Defendants who don't turn up
without good reason should expect to be tried
in their absence; victims and witnesses will
be encouraged to testify.

O Working with the judiciary, we are streamlining
processes to ensure that some cases can be
treated as priorities, such as those involving
persistent young offenders, where our aim
is to reduce the time from arrest to sentencing.

[0 We are also looking to increase the involvement

of members of the community in the delivery

of justice. Aside from our work to support the
recruitment of a more diverse magistracy, we
are investing in programmes such as the North
Liverpool Community Justice Centre, where
the needs and priorities of the community are
considered when sentencing.

HMCS
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How we work

Protecting the vulnerable

HMCS is committed to protecting the vulnerable
both in the court —when they are required to attend
hearings as victims or witnesses — and through the
court, with regard to acting fast to help remove those
at risk in childcare and domestic violence cases.

In court, our key goals are around ensuring the
provision of adequate facilities for witnesses and
victims. Part of this is the ongoing roll-out of video
technology within courts, so that witnesses don't
necessarily have to be in the same room as the
defendant when they are testifying. Equally
important, however, are things like separate waiting
areas, and having court staff and the Witness Service
on hand to assist. We recognise that our work begins
before the actual hearing, for example offering
pre-court familiarisation visits and are continuing

to develop a range of resources to help inform
potential attendees of what they can expect.

With regard to children, our aims are essentially
twofold: to protect the children and minimise

the levels of disruption brought into their lives,
and to ensure that the adverse impact on children
of parental separation is minimised.

HMCS is part of a Ministerial Strategic Group,
including representatives from the judiciary, the
Department for Education and Skills, local authorities
and DCA, which is helping develop an integrated
plan in response to the need for more effective
response in public law childcare cases.

In terms of domestic violence, we have been
extensively involved in the pilot programme of
afast-track system for domestic violence cases, which
proved highly successful. The principle is simple:

to provide adequate protection for the victim, both
in the short term and through ongoing court
protection. The Domestic Violence, Crime and
Victims Act 2004 included provisions in both of these
areas, making common assault an arrestable offence
and enabling courts to impose restraining orders

for any offence.

4000 95.

More than 4,000 cases a month
go through Money Claim Online.

of all civil and family business units
have Charter Mark accreditation.

154

More than 30 Crown Courts and 154
magistrates’ courts now have prison
video link technology installed.

The final report (published June 2005) on the
evaluation of two pilot specialist domestic violence
courts in Caerphilly (Gwent) and Croydon highlighted
a number of specific areas:

[ The number of days from arrest to case finalisation
dropped from 86 days to 76 days (Gwent).

[0 In Croydon, the number of cases withdrawn or
discontinued before trial decreased significantly
from 36% to 20%.

[ Victim retraction in Caerphilly dropped from 53%
to 27%.

O In Caerphilly convictions rose from 8% to 19%;
in Croydon from 0% to 19%.

The results of this support and feed in to the work
of a National Implementation Project Board, set up
in 2004, to consider the practicalities of piloting the
first integrated domestic violence court (IDVC).
Such a court would provide an improved service to
families in crisis by co-ordinating criminal and family
proceedings where the underlying issue was
domestic violence.

A model has been drafted, taking into account the
need for judicial continuity while ensuring a fair trial,
and we have now appointed Project Managers with
a view to piloting the first IDVC cases in Croydon by
the end of 2005.

By April 2006, we plan to have established
25 specialist, fast-track or cluster domestic
violence courts.

Supporting more effective and

proportionate dispute resolution

Going to court is and should be a last resort. One
of our key goals is to provide and inform people
about reliable and effective alternatives to court,
using other means of dispute resolution that can
be faster and more efficient for everyone involved.

Our strategy is focused on the ongoing development
of alternative dispute resolution methods. We have
developed the range of information around mediation
and new services such as the National Mediation
Helpline, which will further drive the public’s
understanding of the process and the advantages

it can provide.

At the same time, we're working with the judiciary
and other key stakeholders to ensure that they
have a full picture of the alternatives available in each
area. Court-based mediation schemes operate

in Central London, Birmingham, Exeter, Guildford
and South Wales.



In West Mercia, courts in Telford,
Shrewsbury and Kidderminster used
to each have their own administration,
secretariat and telephone helplines.
They have now been integrated into
one premises, freeing up space in the
courts themselves and helping deliver
a better service at the same time.

E
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-

We are also continuing to invest in the development
of online services such as Money Claim Online.

We provide a number of forms online and fees can
be paid by credit or debit card. This offers a range
of benefits: it's a better service to the public, and

it complies with government requirements in terms
of making services available online.

Providing an efficient and effective system

to support the business of the courts

While our delivery strategy is all about helping meet
HMCS and DCA priorities, our operational strategy
is focused on ensuring we can support the courts

as effectively as possible in their day-to-day business.
The creation of HMCS offers considerable scope

to improve operating efficiency. Indeed, the business
case for creating the organisation estimated that,

as a single agency, HMCS could ultimately generate
efficiencies of as much as £20 million a year. These
efficiencies will be generated through:

[J the creation of more consistent policies,
based on best practice identified around the
whole organisation

I the ability to integrate back-office resources,
through smart use of IT

O working better with the judiciary to ensure that
they have access to the information and resources
they need, wherever possible

O working more closely with all of our stakeholders
across the justice system. One example is
increased sharing of information with the Prison
Escort Service, so helping to ensure that defendants
coming from prisons are brought to court at the
right time for their trials. At the same time, we
have rolled out prison video links to a number of
magistrates’ courts and Crown Courts, removing
the need to bring defendants in from prisons

O removing or varying jurisdictional or procedural
barriers that reduce the flexibility to match cases
to the most appropriate tier of judiciary

[ smarter use of estates, both in terms of identifying
the most appropriate facility to hear certain cases
(e.g. using a court with a secure dock for a high-risk
defendant, or with separate entrances where
vulnerable witnesses are involved) and in some
situations looking at consolidating magistrates’ and
county courts in the same town into single premises.

Increasing customer satisfaction with the courts

In 2005/06, HMCS will embark on a programme to
achieve Charter Mark accreditation across all business
areas, including magistrates’ courts, with the objective
of achieving full corporate accreditation by 2008/09.
HMCS leads the public sector in terms of the number
of Charter Mark accreditations it has. Already, more
than 100 courts have achieved the Charter Mark,
including 95% of all civil and family business units.

One of the key criteria for meeting the Charter Mark
standard is for the courts to demonstrate a positive
contribution to the community they serve. This
programme of work will therefore help to support
the wider objective of forging stronger ties with the
community in order to make the court system more
accessible and better understood by the public.

Developing and implementing our strategy

A central principle of HMCS is that it combines
policy development and service delivery in the same
organisation. In recognition of this fact, HMCS
created two new roles: Service Policy Director for
Crime and Service Policy Director for Civil and Family.

There are a number of processes in place to ensure
that the views of those involved in delivering services
are heard when we develop policy and strategy. The
most obvious of these is the organisational structure,
which ensures insights from the individual court
boards are passed to area directors, who can then
present them to the regional directors, who sit

on the corporate Board. Similarly, strategic initiatives
and policies can be discussed at each level with the
staff, and their feedback then considered.

HMCS
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How we work

Improving and
standardising processes

As a national organisation that manages all courts,
HMCS is able to introduce nationwide processes
and best practice. This helps streamline the work
of the courts, deliver efficiencies and provide

a consistently high level of service to the public.

Some key process areas that HMCS is already
working on include:

L) Improving case management — HMCS is
committed to ensuring better management
of cases from start to finish. We have distributed
a toolkit’ to courts detailing how cases should
be prepared, what resources may be required
and how information should be stored.

[J Supporting better listing — better listing helps
ensure more trials take place at the appointed
time and plays a major part in cutting the number
of ineffective trials. HMCS has recorded and studied
the length of hearings for different types of case
and so is able to help the judiciary to estimate
more accurately how many cases it canfitin a
single day. We are also working more closely with
defendants’ counsel to anticipate their pleas and
the number of witnesses they might be calling,
again giving an idea of how much time to allocate
each hearing.

[ Giving certain cases priority status — thanks to
better listing and case management, HMCS is able
to give priority cases priority status. That means
that childcare cases, for instance, can be pushed
through quickly to help protect the child. A pilot
scheme, operating in London and North West
England, has put in place a common protocol
regarding the disclosure of police information in
family proceedings. The aim is to give police more
notice of forthcoming family proceedings and
enable them to indicate in advance the level of
information and evidence that may be available.

[] Ensuring earlier consideration of alternative
dispute resolution — our work to support
mediation begins before cases reach courts. All
civil and family court users are automatically sent
information about mediation as soon as their case
details are received by the court. This gives them
time to find out more about their options and
make appropriate decisions.

[ Encouraging better inter-working between courts
— clearly, HMCS provides increased links between
magistrates’ courts, Crown and county courts.
This is valuable when cases need to be referred
to a higher court; information flow is now much
easier and standard formats and procedures
can be introduced, monitored and optimised.

01 Empowering enforcement — aside from national
roll-out of the new enforcement framework
contained in the Courts Act 2003 and development
of the national enforcement service, HMCS also
provides a clear opportunity to integrate civil and
criminal enforcement activities. We have a joint
vision for the future that will look to maximise
cost-effectiveness and flexibility by integration
of field and administrative functions by 2007/08.

Our role in the wider
justice system

HMCS is one of a number of organisations involved
in the justice system, and our work covers not only
criminal justice but also family and civil issues, such
as separation, divorce and childcare, probate,

and all commercial and financial matters, including
small claims.

The nature of this work demands that we interact
effectively with a wide range of people, from the
judiciary who preside over the hearings, to the police,
the National Probation Service, social services, the
legal profession and, of course, the public at large.

As a single national organisation, HMCS is equipped
to build better relationships with our partners at
every level. Our policy teams can play a role in the
development of cross-department initiatives, while
our ability to deliver services ensures that this work
is implemented effectively and in support of the policy.

Working with the judiciary

Clearly the single most important working
relationship HMCS has is with the judiciary. HMCS
is committed to working closely with the judiciary,
ensuring the needs and views of magistrates and
judges are heard and supporting their work through
better resource management, information delivery
and enforcement.

Lord Justice Thomas, Senior Presiding Judge,
represents members of the judiciary on the HMCS
Corporate Board.

Throughout the last year, we carried out a major
survey of all 28,500 magistrates in England and
Wales to find out more about their views on the
efficiency and effectiveness of the courts they work
in. A White Paper in response to this consultation
was published before the end of 2005.

HMCS has also looked to support the judiciary
through investment in IT solutions, including the
ongoing development of eLIS (electronic Library
and Information Services), an online service which
provides a wealth of legal information. Accessible by
the judiciary, DCA and HMCS, it also acts as a portal
to other legal websites and valuable online resources.



Court structure

House of Lords*

(also Scotland and Northern Ireland)
(* not administered by HMCS)

Appeals from the Court of Appeal and, in exceptional circumstances, from the High Court

+ Administrative Court
Supervisory and appellate
jurisdiction overseeing the
legality of decisions and actions
of inferior courts, tribunals,
local authorities, Ministers

of the Crown and other

public bodies and officials

Court of Appeal
Criminal Division Civil Division
" Appeals from Appeals from the High Court,
the Crown Court some tribunals and certain cases
from county courts
High Court
Queen’s Bench Division Family Division Chancery Division
Contract and tort, etc. Divisional Court. Appeals Equity and trusts, contentious
Commercial Court from the magistrates’ courts probate, tax partnerships,
Admiralty Court bankruptcy and Companies

Court, Patents Court

Divisional Court. Appeals
from the county courts
on bankruptcy and land

Crown Court
Trials of indictable offences, appeals from
magistrates’ courts, cases for sentence

County courts
Majority of civil litigation subject to nature
of the claim

i

Magistrates’ courts

Trials of summary offences, committals to
the Crown Court, family proceedings courts
and youth courts

Throughout the last year, we carried

out a major survey of

all 28,500

magistrates in England and Wales.
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How we work

Our aim is to ensure that HMCS truly becomes an employer
of choice, with a working environment that develops its staff,
recognises excellence and provides consistent, sound

management at all levels.

Supporting and developing
our staff

As a service delivery organisation, HMCS depends
on the work of its staff in courts across England and
Wales as well as in its offices to maintain the high
standards of service set over recent years. We are
committed to developing and supporting our staff
so that they can make the most of the increased
opportunities available in the new organisation.

The transition to HMCS was clearly a potentially
difficult time for our staff, many of whom were
moving from relatively small organisations, such
as individual magistrates’ courts committees, into
asingle, far larger one.

One key decision, to help ensure a more consistent
service, was that HR support for HMCS — from
recruitment and selection, to policy development,
to advice and guidance — should be provided as
aservice by the HR Directorate of DCA.

This has proved vital in ensuring we have been able
to develop and implement organisation-wide HR
policies, and meant there was a stable support
service available during the transition period.

A second fundamental principle was that there
would be no forced redundancies through the
transition. This gave people a good degree of
confidence and was pivotal to ensuring our staff
continued to deliver outstanding customer service
throughout the run-up to the creation of HMCS,
afact highlighted in our performance against targets.

Establishing the organisational structure

One of the main tasks carried out by the HR
Directorate, in conjunction with the change
programme managers, was to establish precisely
what new roles would be required within HMCS,
allocating them to the correct grades or spans,
and confirming pay brackets.

Once these decisions were made, recruitment could
begin for any new positions — many of which were
filled by existing court staff.

As part of the transition process, there were a
number of ongoing communications with staff
atalllevels, such as the ‘Focus on the Future’ events,
which were delivered to all HMCS staff. These
culminated in the sending out of a personal letter

to each individual staff member by the end of March
2005, which confirmed their new job title and place
of work.

Developing new ways of working

Alongside the transition to HMCS, the HR
Directorate was also preparing to undergo a
transition of its own. This involved the integration
of new staff from 43 different organisations, creating
a directorate of more than 400 people, split across
50 locations, as well as beginning to integrate
systems with the long-term aim of having a single

IT platform for all human resources issues.

HMCS now has HR business partners located

at the centre and at regional and area level, giving
areal insight into the HR needs of staff across
England and Wales.

The HR team has not only been restructuring
internally, but has also begun the development

of new, standardised, simplified policies to support
the organisation as a whole.

One example is that following a report on
recruitment and selection, which sought the views
of key stakeholders, and several recommendations
were made to help streamline recruitment for
HMCS. This led to the launch of a new recruitment
policy in April 2005 — one of several new policies
created at the same time. Others included an interim
performance management process, and a revised
disciplinary policy.

Work is currently under way to redesign the reward
strategy and supporting systems for all HMCS
employees. The aim is to ensure that HMCS truly
becomes an employer of choice, with a working
environment that develops its staff, recognises
excellence and provides consistent, sound
management at all levels.

The HR transformation programme is targeted

to be complete by 2010, by which time a full range
of revised HR policies and processes will be in place.
The organisation will be supported by an [T-enabled
HR shared service function, which is both more
efficient and adds greater capacity.



Support for our staff Managing and developing our people
A number of initiatives are in place to supportall staff ~ As an organisation, HMCS (like DCA) is committed

more effectively in their day-to-day working lives. to developing people and supporting them in
their work.

[J Through DCA, HMCS provides an in-house
occupational welfare service, accessed via We have continued to invest in developing
a national helpline, which is available to all leadership skills at all levels by providing a suite of
employees, individuals and managers, who development events targeted at different groups,
need support and guidance on work-related from senior leaders to first-line managers. Al
or personal welfare issues. programmes aim to develop skills that are in line

with DCA's leadership profile.
O InJuly 2004, the stress tool kit was launched,
giving managers advice on how to reduce stress,  Staff were able to attend more than 70 different
identify individuals suffering from stress and what  skills, knowledge and technology courses across our

to do when it could become an issue. core operational business areas and headquarters.
To support the delivery of PSA 4, around customer
O To offer a swifter, less antagonistic alternative to service, we produced a new customer service

the formal complaints procedure, we also setup  training strategy, and developed ten new courses.
a mediation scheme, in which trained mediators ~ This included an event to support Part 3 of the

can be asked to help resolve disputes in the Disability Discrimination Act 1995, which came into
workplace, where both parties are willing force on | October 2004. We also supported the
to participate. early stages of XHIBIT implementation by training

business representatives and staff to use the system.
O HR communications sends out monthly bulletins

detailing any changes to HR policy, so keeping We offered a range of over 20 development events,
all staff informed. from leadership and management to communication
and diversity, including positive action training, and
Diversity produced a series of events to support the launch
HMCS is committed to ensuring our workforce of Stress at Work — A manager’s toolkit.
reflects the population it serves, and has an excellent
track record in supporting diversity. To support the Government's skills strategy, HMCS

also took further steps to help staff at all levels:
O Anumber of diversity networks operate within
DCA, which extend into HMCS. These include [0 We broadened the range of National Vocational

the Proud network, the Rainbow network Qualifications available to staff and offered support
and a Disability network. In each case, the aim for Apprenticeships regardless of age.

is to provide support for people from diverse

backgrounds, helping them overcome any [0 We continued to participate in Prince’s Trust Team
problems they face and encouraging them and Skills for Life activities.

to take opportunities available to them.
O We are a pathfinder department for the
O In July 2004, we launched the Ability Manual, Foundation 4 Government foundation degree,
which provided managers with a range of practical ~ and have |6 participants.
guidance on how to make reasonable adjustments

to working conditions to support those with [J We began a pilot programme to sponsor staff to
disabilities, as outlined in the Disability study for Master of Public Administration courses,
Discrimination Act 2005. or other similar public sector qualifications that

match the private sector MBA.

[0 DCA won the Carers UK 'Carers in Employment
Award'’ at the Working Families Employer ofthe  HMCS is keen to support DCA in maintaining
Year Awards. corporate Investors in People status. This was
achieved in May 2004 and included the then
Court Service.

HMCS is a diverse organisation, and
seeks to ensure its workforce reflects
the population it serves.
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How we work

Managing our estates

HMCS is responsible for the management of
court premises across England and Wales. We are
developing an integrated estates strategy that will
enable us to make the best use of these facilities,
support redevelopment without compromising
services and ensure we deliver the best value for
money from our resources.

New premises
In 2004/05 new court premises were opened in
Exeter, Sheffield and East Anglia (all built through PFI

schemes), as well as for Manchester City Magistrates’

Court, and the Warwickshire Justice Centre
in Nuneaton.

This single building, costing £13 million, houses

the police, the Crown Prosecution Service, a
magistrates’ court, a family court, the Probation
Service, the Youth Offending Team and the Victim
and Witness Support Service. The aim is to support
inter-working between these agencies and ensure
effective information sharing, leading to a better
service to the public and a safer community. With
working practices already integrated before the
building was complete, the local magistrates’ court
already had the smallest number of ineffective trials
in England and Wales.

Effective enforcement is also increased through
enabling key justice services to work more closely
together. The in-house magistrates’ court at the
Warwickshire Justice Centre recently issued a fine to

a defendant who did not have a permanent address.

When he didn't pay the fine, an arrest warrant was
issued. Because several different parties involved
in the justice system are all located in the same
premises, the court was able to get an address for
the offender from an adjoining probation officer,
and take the warrant to the police, within minutes.

Sharing premises

HMCS offers the opportunity to look at consolidating
estates, while adhering to the overall strategy

of delivering justice on a local level. At this stage,
the main aim is to ensure that cases are heard

in the court with the most suitable facilities.

However, where we need to redevelop premises,
HMCS is able to move hearings to an alternative
court. This will prove valuable as we continue our
modernisation programme but has already proved
its worth during the winter of 2004/05, even before
HMCS was launched.

[0 When York Crown Court was damaged by fire,
hearings were immediately moved to York
Magistrates’ Court, giving the administration
time to put into action its disaster recovery
plan of relocation to Leeds Combined Court.
York Crown Court has now been refurbished
and reopened.

[ When floods hit Carlisle in February, the
magistrates’ court was underwater. Hearings
were moved to the Crown Court and cases
could continue.

Modernisation

HMCS will continue the modernisation programmes
begun under the Court Service and the Magistrates’
Courts Committees. We are also committed

to ensuring that, by 2008, all Crown Court sites

and 90% of magistrates’ courts will have separate
facilities for victims and prosecution witnesses. One
example of the value of this was during a high-profile
murder trial at Newcastle Combined Court.

The witness suite was made available to the families
of the victims, offering them space away from the
media and other pressures as well as ensuring they
wouldn't be in close proximity to the defendant.

Further modernisation work is based around

the continuing need to upgrade the IT provision

in courts across the country. In many civil courts, this
is now going further and wireless networks are being
set up to enable lawyers, barristers and professionals
to access email and other resources while waiting
for a hearing.

The Libra project has already successfully put new IT hardware
and software into all magistrates’ courts. This offers over 12,000
staff access to modern PCs and printers, the internet and secure
email facilities, giving staff a safe and efficient way of communicating
with customers, colleagues and other criminal justice organisations
and agencies, such as the police.



%
By 2008 all Crown Courts and 90%
of magistrates’ courts will have

separate facilities for victims and
prosecution witnesses.

More than 60 sites now have the
hardware and software to use key
case management systems.

6,000

More than 6,000 staff now have access
to email and the internet through
the LINK programme.

During the year a further 26 Crown Court sites, 64
magistrates’ courtrooms and all family care centres
were equipped with modern videoconferencing
facilities. This not only provides enhanced facilities
for vulnerable witnesses in the criminal courts but
it also allows the Crown Court and care centres to
hear evidence from remote witnesses. As a result,
witnesses from as far away as Australia have given
evidence without travelling to court. Furthermore,
in Liverpool we have begun a pilot of a single
solution for all audio and visual requirements in the
Crown Court and we will be evaluating this during
the coming year.

Health and safety

We are committed to providing safe and healthy
working conditions for all our staff and to ensuring
the security of all court hearings.

During 2004/05, we began a large-scale review

of court security, helping to ensure trials were held
at courts with the appropriate level of secure facilities
(e.g. secure docks, separate/covered entrances).
We will continue this review in the coming months.

In terms of the health and safety of our own staff, we
have continued to develop measures and train staff
effectively. Courses have been delivered on general
workplace safety issues to all staff, while many
managers have been to specific courses and

training events.

One significant task over the last year has been an
extensive programme to ensure display screens are
safe. Thirty-two training days supported a nationwide
risk assessment, and a revised health and safety
manual has been circulated.

IT and investment

There are a number of ongoing IT programmes
that HMCS is now responsible for. These include:

O LINK —the project to install a new I'T
infrastructure within larger courts, connecting
courtrooms, offices and judges’ chambers
to HMCS's new national network, is making
excellent progress. More than 90 criminal court
premises have been modernised with new
cabling, hardware and software designed to
support IT projects for the next | 5-20 years.
More than 40 county courts have also been
updated, as have parts of the Royal Courts
of Justice. In total, for the first time, over 6,000
staff now have industry standard office software,
access to email and the internet. The programme
is on schedule to complete as planned by April

2006 and is within budget. It will provide the missing

link between the courts and the rest of the criminal
justice system. Equally importantly, it has caused
very little disruption to the work of the courts —a

major achievement on the part of the project team.

O Libra—the Libra project has already successfully
put new |T hardware and software into all
magistrates’ courts. This offers over 12,000 staff
access to modern PCs and printers, the internet
and secure email facilities, giving staff a safe and
efficient way of communicating with customers,
colleagues and other organisations and agencies,
such as the police. Libra will also provide
magistrates’ court staff with modern and
standardised case management software,
the new Libra Application. The application will
help improve ways of working, provide new and
improved electronic links with other organisations
and agencies, and form a platform to build
on for the future, making it a key element
of ‘joined-up justice’.

00 XHIBIT —XHIBIT stands for Exchanging Hearing
Information by Internet Technology. Itis a
computer system for the Crown Court, which
provides information about events in a case as
they happen. It improves the day-to-day business
of every Crown Court and is a first step towards
joining up the criminal justice system through the
provision of vital information to all criminal justice
agencies in real time. Witnesses and members
of the public can view how a case is progressing
on public display screens at the court, or on the
internet through www.hmcourts-service.gov.uk.
Atthe end of August 2005, 50 Crown Court sites
were live and the project will be rolled out
nationwide by the end of March 2006.

Much of the work undertaken around IT over recent
years has been managed by the e-Delivery group.
This group, working alongside members of the
judiciary, served to promote the need for improved
I'T within courts and to ensure the solutions and
projects delivered met the requirements of a wide
range of stakeholders. It also served as an excellent
model for the interworking of court staff and the
judiciary.

DCA as awhole has put in place a comprehensive
plan for the re-letting of all its core IT support
contracts when they expire over the next three
years. CCS, the major IT contract underpinning
the work of the courts, and Libra are both among
these, along with core finance, accounting and
human resources services. Because these decisions
will clearly affect HMCS, we are closely involved

in the procurement exercise.
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How we work

Performance measures

HMCS measures its performance in a number of
ways. For some years, we have measured ourselves
in line with our PSA targets — most of which refer

to the actual throughput of the courts. For instance,
current measures look at the number of sitting days
in the Crown Court, the percentage of ineffective
trials, the percentage of warrants enforced, the
speed at which cases reach judgement, and levels
of customer satisfaction.

Our performance challenge, however, is to
improve service delivery to customers and ensure
that we provide consistently high standards across
all courts. HMCS has the opportunity to achieve
this goal through:

O better training for all staff, ensuring good practice
is shared

[J better use of resources, so that the right cases are
heard in the right premises, with the right facilities
available (such as secure docks for high-risk
defendants or separate entrances for witnesses,
victims or families)

O better management information about our
performance in all areas, helping identify best
practice, as well as seeing any areas in which we
are underperforming early, so that we can take
appropriate action

[ better connection from policy to delivery and vice
versa, ensuring that policies introduced are able
to make a practical and valuable difference to the
work of the courts.

The role of the performance team, led by the
Performance Director, is to oversee all these areas,
develop appropriate performance indicators and
continually identify the areas and courts that are
performing well to enable the sharing of good
practice. The performance team consists of the data
collection and analysis team, and the performance
improvement team, which includes seven regional
performance managers.

One of the key questions that affects each of our
programmes to improve performance is whether
they are best delivered locally, regionally or nationally.
The performance team helps decide this, and also
looks to benchmark HMCS service standards against
other organisations. In the future, the performance
team will also seek to introduce ways of measuring
our involvement in some of the outcomes of

the courts.

Risk management

Following the major transition programme, part
of which was a comprehensive risk audit, HMCS
is in a strong position to manage risk. We have
successfully overcome the single largest risk of the
last financial year —the transition itself —and have
a full understanding of what our current risks are.

To further the governance arrangements, a risk
steering committee has also been established, which
will review the key risks identified through local
arrangements, consider any impact upon the
corporate risk register and monitor progress.
Ongoing programmes all have key measures in
place, enabling us to keep track of whether projects
are on budget and on schedule.

Looking forward, our key risks are:

0 The development of new service delivery
channels, such as electronic services
Though to date customers have been keen to
use electronic services to pay fees and fines, and
pilots have been successful, the fact remains that
increased dependency on electronic channels
places real demands on our [T infrastructure.
We have invested in systems and developed
processes to give us business continuity in the
event ofan IT failure.

00 Increased use of alternative dispute resolution
methods, such as mediation
While the pilot programmes have shown some
willingness for people to use mediation rather
than going to court, there is still a good way to
g0 to win over public opinion. If mediation were
to prove unpopular in the long term, or an
ineffective way of resolving disputes, the courts
would be required to pick up the burden of
all these cases again.

[1 Our dependence on other partners within the
justice system
HMCS is only responsible for part of the justice
system — ensuring the effective administration
of the courts themselves. We are dependent on
organisations such as the police and the Crown
Prosecution Service to enable the courts to meet
their targets. We have therefore continued to
seek ways to strengthen our relationships with
these organisations at a local and national level.



Governance and
reporting arrangements
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HMCS is committed to providing effective
governance and ensuring our operations meet the
highest standards for transparency and accountability.

[J The Chief Executive of HMCS reports to the
DCA Permanent Secretary, Alex Allan, and is
accountable to the Secretary of State and Lord
Chancellor, Lord Falconer.

00 HMCS set up a new management Board, with
a different structure to that of the Court Service.
The Board of HMCS combines those responsible
for policy development, the regional directors
responsible for delivery, corporate directors
and non-executive directors. This last category
includes a senior member of the judiciary, Lord
Justice Thomas, and non-executive directors with
extensive private and public sector experience.
The management Board meets at least every
two months, and more frequently if required.

[J Performance is managed centrally, with data
collected to support ongoing monitoring and
evaluation of performance both against PSA
target objectives and around specific HMCS
challenges and goals. Local court boards also
have responsibility for managing performance
and monitoring finances at the local level.
Accounting practices are fully compliant with
HM Treasury guidelines.

O We operate an HMCS Audit Committee,
chaired by a non-executive director. Further,
a Regional Risk and Audit Committee is being
established in each region, also to be chaired
by a non-executive director. The regional
non-executives will have direct input to
the national Audit Committee.

and sustainable development

HMCS recognises its responsibility to the
communities it works in, both in terms of
administering justice and acting as a good corporate
citizen. We are actively seeking to involve the
community within the justice system, as the North
Liverpool Community Justice Centre demonstrates.

In terms of sustainable development, we are
working in line with DCA's policy and operational
guidelines. Some of the key initiatives are:

[ undertaking energy and water surveys to identify
where resource can be saved

O training key staff to work with two pilot
environmental management systems

[1 ensuring more than 80% of the DCA estate now
receives electricity from renewable sources

0 introducing sustainable development clauses in all
new building contracts and in the court standards
design guide

[ raising staff awareness through training sessions
and internal communications.

It is anticipated that, by the end of the financial year,
HMCS will have developed its sustainable
development policies further.
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Background information Senior management

The Court Service was created as a unified service  The Court Service Board was responsible for
in 1972 as a result of the Courts Act 1971. The Court determining strategy and for ensuring its
Service was established as an executive agency of achievement through effective planning. The
the Department for Constitutional Affairs (DCA) on  members of the Court Service Board during
3 April 1995 under the ‘Next Steps’ initiative. the year to 3 | March 2005 were:

Sir Ronald De Witt KB Chief Executive
Role of the Court Service Nicola Bastin Regional Director — London
(from April 2004)

The Court Service managed the Supreme Court of

England and Wales (comprising the Court of Appeal  Mark Camley Supreme Court Grpup
and the High Court of Justice — including the Probate Director (from April 2004)
Service, but excluding the Court of Protection), the  Stephen Caven Regional Director — North East
Crown Courtand county courts. (from April 2004)

Nick Chibnall Regional Director — Wales and

Cheshire (from April 2004)

Formation of Her Majesty’s Helen Dudley CBE  Human Resources Director
Courts Service (to March 2005)

Alan Eccles Regional Director — Midlands
This is the last set of accounts for the Court Service (from April 2004)
which, under the framework of the Courts Act Alan Fenton HMCS Estates Director (from

2003, merged with the 42 magistrates’ courts

committees on | April 2005 to form Her Majesty’s November 2004 - see below)

Courts Service (HMCS). The merger is considered ~ Philip Lloyd Resources Director
atransfer of function and, as such, the Court (from January 2005)
Service's status as a going concern is not affected. Peter Lovell Resources Director

(until October 2004)
Chris Mayer CBE ~ Regional Director —

Ministers North West (from April 2004)
Ministers with responsibility for the Court Service, ~ Kevin Pogson Regional Director —South East
henceforth referred to as ‘the agency’, during the (prewously Acting Director,
financial year were: Field Services)
Jonathan Radway  Performance Director
O Secretary of State and Lord Chancellor — (May 2004 to January 2005)
Lord elzarerei | orsien , , Peter Risk Regional Director —
0O Parliamentary Secretary — Christopher Leslie MP South West (from April 2004)
Kevin Sadler Criminal Court Development

Director (to January 2005)

Alan Sloan OBE Estates Director
(to March 2005 — see below)

Simon Smith Business Solutions Director
(until June 2004)

Annette Vernon CBE e-Delivery Director

(May 2004 to March 2005)
Neil Ward Service Policy Director —

Crime (from December 2004)
Jeff Denton Non-executive Director

Lord Justice Thomas Non-executive Director
(from April 2004)




Alan Fenton was appointed Estates Director for
HMCS in November 2004 and attended Court
Service Board meetings alongside Alan Sloan until
the end of March 2005. Colin Lyne and Amanda
Finlay left the Board on 31 March 2004.

The Chief Executive of the agency was appointed
by the Permanent Secretary of the DCA. The
appointment was for an indefinite period under
the terms of the Senior Civil Service contract.
The rules for termination are set out in Chapter ||
of the Civil Service Management Code.

Other members of the Court Service Board were
appointed by the Chief Executive of the agency.
These appointments were also for an indefinite
period, and the rules for termination were as above.
No Board member had any other directorship

or significant interest that conflicts with their
management responsibilities.

Remuneration

Ministers’ remuneration is set by the Ministerial

and Other Salaries Act 1975 and the Ministerial and
Other Pensions and Salaries Act 1991. No elements
of Ministerial salaries are included in these accounts.

The salaries for the members of the Court

Service Board were determined by the Permanent
Secretary of the DCA in accordance with the rules
set outin Chapter 7.1, Annex A of the Civil Service

Management Code. Further details on remuneration

and pensions are set out in Note 4. 1.3 to the accounts.

Operating and financial review

Modernisation of the courts

The major programme of constitutional reform

of the courts system continued during the year,
together with other initiatives intended to modernise
the way the courts are run:

[ The creation of HMCS on | April 2005
has brought together the Crown, county
and magistrates’ courts as well as the High Court
and Court of Appeal into a single unified
administration, under the legal framework
provided in the Courts Act 2003. The new
agency has replaced the Court Service and
the 42 magistrates’ courts committees and ran
in shadow form during 2004/05 before ‘going
live’ on | April 2005. The 2005/06 financial year
will be the first year of operation for HMCS,
giving local communities a stronger voice
in the running of their courts and supporting
the independent judiciary.

[ Work continued on the LINK project to install a
new IT infrastructure within the Crown Courts
to provide new hardware and software and
access to case management systems. To date,

60 sites throughout England and Wales have been
updated. It is anticipated that the infrastructure
will be in place across the court system by the

end of the 2005/06 financial year.

00 The modernisation of the court estate continued
during 2004/05, as three new court building
schemes, in Exeter, Sheffield and East Anglia,
were completed under PFl schemes and brought
into use during the year.

Financial performance

The Court Service was a supply-financed agency
within DCA. It was required to recover the majority
of the costs of civil proceedings, after an allowed
subsidy, by setting fees for that business at an
appropriate level. The subsidy was planned to
ensure that no sector of the population was denied
access to justice through the inability to afford the
requisite fee. In 2004/05 there was a shortfall, after
subsidy, of £81 million, (2003/04: £5 | million)

with 8 | % of costs recovered (2003/04: 87%).

The increase in the shortfall had several contributory
factors: delay in the introduction of new Fees Orders
until the last quarter of the year; the removal of
subsidies from the calculation; increased IT costs
due to the roll-out of the courts modernisation
programme to more civil courts; and the
commencement of service charges on the three

PFl court building schemes.
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The Court Service had responsibility for the
administration of the majority of tribunals that fell
under the direct responsibility of the Secretary of
State and Lord Chancellor up until February 2004.
The tribunals now form a separate delivery arm
within DCA. This change was a key first step
towards a dedicated Tribunals Service. As a result,
tribunals are not reported in these accounts,

and the 2003/04 comparatives have been restated
(see Note 24).

The agency’s expenditure for 2004/05 forms part

of the Department's request for resources and

is accounted for within the Departmental resource
account. The Court Service had to manage its
business and meet its objectives within the resources
allocated to it by the Department. These were set
out in the Supply Estimates and are approved

by Parliament.

The net cost of operations for the year ended 31
March 2005 was £564.2 million (2003/04 restated:
£428.2 million). This has been calculated after
including a number of notional and non-cash costs
which are not borne directly by the agency. Details
of these are given in the notes to the accounts.

The Court Service complied with the British
Standard for Achieving Good Payment Performance
in Commercial Transactions (BS 7890). Court
Service policy was to pay bills in accordance with
contractual conditions or, where no such conditions
exist, within 30 days of receipt of goods and services
or the presentation of a valid invoice, whichever is
the later. The most recent prompt payment survey,
for the financial year 2004/05, shows that 87%

of invoices were paid on time.

Investment and banking review

The implementation of the investment and banking
review continued throughout 2004/05. This brought
together specific activities in the Court Funds Office,
the Office of the Official Solicitor and Public Trustee
and the Public Guardianship Office. Significant urgent
operational issues were addressed and detailed

risk and compliance assessments completed for all
investment and banking (I&B) processes. As a result,
substantial improvements have been made to

the operation and the service to clients and in the
governance reporting to key stakeholders. These
improvements will be sustained going forward.

In parallel with this work, a number of policies were
developed looking at the future provision of I&B
services from the DCA. The general strategic direction
has been discussed and broadly endorsed by the
Corporate Board and Ministers. Further detailed
planning and consultation is now underway.

Fixed assets

Capital expenditure in the year totalled £129.6
million (2003/04 restated: £70.9 million). Of this
total, £59 million is due to the capitalisation of the
three PFl court building schemes and approximately
£41 million related to the LINK infrastructure assets,
with an additional 40 sites going live during the year.
In addition, £24 million was spent on building
projects, including £18 million on the Manchester
Civil Justice Centre.

Employee involvement

The Court Service attached considerable
importance to ensuring the fullest involvement

of employees in delivering its aims and objectives.
It was an ‘Investors in People’ (IiP) organisation
and fully demonstrated the levels of good practice
for improving performance through its staff, which
it continued to ensure were met. Re-accreditation
was achieved in May 2004.

Disabled persons

The Court Service was committed to ensuring that
all people with disabilities were supported and
encouraged to apply for employment and to achieve
progress through the organisation. HMCS follows
the same principles.

Equal opportunities

The Court Service was, and HMCS is, committed
to equality of opportunity in all its employment
practices, policies and procedures.

The Court Service was, and HMCS is, committed
to becoming an organisation that recognises, reflects
and supports the diversity of the society it serves.

No employee or potential employee will be subject
to discrimination on any unfair ground, and all
employees are entitled to be treated with respectin
an environment free from harassment, victimisation,
bullying and discrimination. In accordance with this
commitment, the Court Service adopted aspirational
diversity targets to ensure that the agency will,

in future, be more representative of the society

it serves at all levels.

The effectiveness of the Court Service equal
opportunities policies was reviewed by monitoring.
The results are considered centrally, and support
and action are developed where change is necessary.



Accounts and audit

These accounts have been prepared in accordance
with a direction given by HM Treasury in pursuance
of Section 7(2) of the Government Resources and
Accounts Act 2000 and follow HM Treasury guidance,
including the Resource Accounting Manual.

The accounts have been prepared on a going
concern basis and there have been no changes to
the accounting policies in the year covered by these
financial statements. Although, as a result of the
Courts Act 2003, the Court Service merged with
the magistrates’ courts committees on | April 2005
to form Her Majesty’s Courts Service, this does

not affect the going concern status of these accounts,
or of the Court Service as a whole.

They have been audited by the Comptroller and
Auditor General, who is the appointed auditor
under Section 7(3)b of the Government Resources
and Accounts Act 2000 and whose Certificate and
Report appears on pages 58 and 59. The cost of the
audit is included in the £210,000 reported in Note
5.1 to these accounts. Also included is the cost of
the Comptroller and Auditor General’s audit of the
Funds in Court Part A accounts which are prepared
by the Court Funds Office and audited by the
Comptroller and Auditor General in accordance
with the Administration of Justice Act 1982.

Sir Ronald De Witt
Chief Executive
17 October 2005

Statement of agency’s and Chief
Executive’s responsibilities

Under Section 7(2) of the Government Resources
and Accounts Act 2000, HM Treasury has directed
the agency to prepare a statement of accounts for
each financial year in the form and on the basis set
out in the Accounts Direction issued by HM Treasury.
The accounts are prepared on an accruals basis

and must give a true and fair view of the agency's
state of affairs at the year-end and of its net cost

of operations, recognised gains and losses and cash
flows for the financial year.

The Accounting Officer for the Department for
Constitutional Affairs has designated the Chief
Executive of the Court Service as the Accounting
Officer for the agency, with responsibility for preparing
the agency’s accounts and for transmitting them

to the Comptroller and Auditor General.

In preparing the accounts, the Accounting Officer
is required to comply with the Resource Accounting
Manual prepared by HM Treasury, and in particular to:

O observe the relevant accounting and disclosure
requirements, and apply suitable accounting
policies on a consistent basis

O make judgements and estimates on
areasonable basis

O state whether applicable accounting standards,
as set out in the Resource Accounting Manual,
have been followed, and disclose and explain
any material departures in the accounts, and

O prepare the accounts on a going concern basis.

The responsibilities of an accounting officer; including
responsibility for the propriety and regularity of

the public finances for which an accounting officer
is answerable, for keeping proper records and for
safeguarding the agency’s assets, are set out in the
Accounting Officers’ Memorandum’ issued by HM
Treasury and published in Government Accounting.

HMCS

54 [55]



Foreword to the accounts

Statement on internal control

Scope of responsibility

As the Court Service Accounting Officer, |
acknowledge my responsibility for maintaining

a sound system of internal control, including risk
management and governance practices. This system
supports the achievement of the agency's policies,
aims and objectives, set by the Department’s
Ministers. It also helps to safeguard public funds
and departmental assets, for which | am personally
responsible, in accordance with the responsibilities
assigned to me in Government Accounting.

The Court Service was an executive agency within
the Department for Constitutional Affairs (DCA).
The Lord Chancellor and Secretary of State was
the Minister accountable to Parliament for the
activities and performance of the Court Service.
The agency had a Management Board, which
comprised non-executive and executive members,
who co-ordinated the governance, strategies and
activities of the Court Service.

The purpose of the system of internal control
The system of internal control was designed

to manage risk to a reasonable level rather than
eliminate all the risk of failure to achieve policies,
aims and objectives. It could therefore only provide
reasonable and not absolute assurance of
effectiveness. The system of internal control was
based on an ongoing process designed to identify
and prioritise the risks to the achievement of the
agency's policies, aims and objectives. Identified risks
were then evaluated for likelihood and impact and
mitigations put in place to ensure they were managed
efficiently, effectively and economically. A system

of internal control was in place in the agency
throughout the year ended 3 | March 2005 and

up to the date of approval of the annual report

and accounts. It accorded with HM Treasury
guidance. HMCS has now adopted a similar system.

Modernisation of the courts

During the year, work continued to bring together
the existing 42 magistrates’ courts committees and
the Court Service through the Unified Courts
Administration Programme and on | April 2005 the
new agency, Her Majesty’s Courts Service (HMCS),
was established. A review of the governance, risk
management and assurance certification processes
currently operating within the magistrates’ courts,
Court Service and Corporate directorates was
recently conducted and identified various limitations.
The purpose of the review was to introduce within
HMCS and across all its activities effective risk
management, control, assurance and governance
arrangements and a comprehensive and consistent
system of risk registers and assurance certification.

| am aware of the various control, assurance and
governance issues that feature within the DCA
Statement on Internal Control and these will be
addressed during the current year. | will also ensure
that continuous improvement is made to the system
of internal control of the new agency and sound

and embedded governance arrangements are

in place which accord with HM Treasury guidance
and best practice.

Capacity to handle risk

The Court Service Board recognised its
responsibility for risk management within the agency
and the Department. The Court Service Board had
a policy document for identifying risks in the Court
Service in accordance with the policy set by its
parent department, DCA. It set out the Department’s
attitude to risk in the achievement of its policies and
objectives, and provides guidance on the process
of identifying, assessing and managing risk.

The document was available to all staff on the
Department’s Intranet. The system established
reports on the significant risks; these were aligned
for accountability to the owner for delivery. These
risks were managed by the agency and were
reviewed at local monthly management meetings.
Building on this information, a consolidated Agency
Risk Register was used to report on the significant
risks across the business, which was considered

by the DCA Executive Committee quarterly. The
Court Service worked alongside the DCA Finance
Director who leads on the Department's work

in implementing the recommendations contained
in the Strategy Unit's Report ‘Risk: Improving
Government's capability to handle risk

and uncertainty’.



The risk and control framework

In the Court Service the main processes that we
had in place for identifying, evaluating, and managing
risk were:

O aframework policy for identifying, evaluating
and managing risk in accordance with the DCA
framework strategy on risk

0O a departmental risk strategy which was available
to all staff in the Court Service

O training in risk management

O senior management reporting on risk at Circuit
Board monthly meetings, local management
meetings and quarterly senior field team
meetings, and

O arisk register reviewed quarterly by the Court
Service Board.

The Court Service had an internal control
framework based on regular management
information, financial regulations, administrative
procedures, including segregation of duties;
and a system of delegation and accountability.

In particular, it included:

O comprehensive planning and budgeting systems
with an annual budget which was reviewed
and agreed by the Court Service Board

O regular reviews by the Court Service Board
of periodic and annual reports which indicated
performance delivery and financial performance
against headline targets and financial forecasts

O clearly defined capital investment control guidelines

O assurances from senior budget holders, on
a quarterly basis, that internal controls were
in place within their areas of responsibility

O as appropriate, formal programme and project
management disciplines

O aformal system of operational risk controls

O delivery plans which identified the risks and
ensured ownership was aligned with
accountability for delivery

O asystem to ensure that the guidance on reviewing
risks operated consistently and effectively across
the agency, and

O ensuring that the reporting of strategic risks
identified by the Circuit Boards flowed up
to the Court Service Board.

Review of effectiveness

As Accounting Officer, | also have responsibility for
reviewing the effectiveness of the system of internal
control. My review of the effectiveness of the system
of internal control is informed by the work of the
internal auditors and the executive managers, within
DCA support services and the Court Service,

who had responsibility for the development and
maintenance of the control framework, and
comments by the external auditors in their
management letters and other reports. The Board
and the Audit Committee have advised me on

the results of reviews undertaken during the year

of the effectiveness of the system of internal control.

My review of the effectiveness of the system
of internal control is therefore informed by
the following:

O Various management boards that met monthly to
consider the plans and the strategies of the agency
and report to the Court Service Board.

O An Audit Committee that was chaired by
a non-executive Director. Court Service Board
Directors and internal and external auditors
also attended the meetings. A review of the
Committee's non-executive membership led
to the new HMCS, in accordance with latest HM
Treasury guidelines, increasing its representation.
In the short term this was offset by encouraging a
strong contribution from the executive
membership. The Committee reviewed
the external and internal audit workplans
and considered reports from management,
internal and external audit on the system
of internal control, risk management and
any material weakness.

O Reports on audits by DCA Internal Audit Division
(IAD), to standards defined in the Government
Internal Audit Standards. These include the
independent opinion of the Head of Internal
Audit (HIA) on risk management, control and
governance, together with recommendations for
improvement. The work of the internal audit unit
was informed by an analysis of the level of risk to
which the Court Service was exposed, and annual
internal audit plans were based on this analysis.
The analysis of risk and the internal audit plans
were endorsed by the Court Service's Audit
Committee and approved by me. At least
annually, the HIA provided me with a report
on internal audit activity in the Court Service.

HMCS
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Before producing this statement, | have also
reviewed the following:

O the results for the reporting process in which
the Directors for DCA, Support Services and
the Court Service have completed a statement
confirming compliance with prescribed internal
controls throughout the period, including the
reporting of exceptions and remedial actions

O a certificate of assurance provided by Liberata
UK Limited to confirm that the accounting
services supplied by them have been delivered
in compliance with the assurance and control
requirements of the DCA and the Court
Service, and

O audit reports received throughout the year from
the HIA.

Significant internal control issues

Court Funds Office (CFO)

Following the completion of the Internal Audit
Review of Court Funds Office accounting
procedures in June 2003, there has been a
concerted effort to clear the identified operational
and accounting deficiencies and to establish ropriety
and ‘best practice’ through a complete review of the
structure and working practices. In support of this
appropriate control, training and guidance were
concluded ahead of roll-out to all staff and comply
fully with the quarterly/annual certification process
during 2004/05.

Finance and payroll services provided by DCA
The Court Service was reliant on DCA for various
shared IT and financial services, including payroll

and accounts payable, provided through outsourced
contracts. DCA was responsible for the tender
award and ongoing management of these contracts.
Delays in the implementation of new systems
emerged, in the last quarter of the year, with delivery
of part of the payroll project to transfer the 42
magistrates’ courts payrolls to DCA and to transfer
the accounts payable system to Oracle | liby | April
2005. To address these issues, over the period

of the delays, risk assessments were undertaken,
new project management structures put in place,
additional resources recruited and recovery plans
and new control arrangements implemented.

At this time limited assurance is given as to the
overall level of control provided by these temporary
arrangements required to support delivery of

the contractual commitments.

Sir Ronald De Witt
Chief Executive
17 October 2005

The Certificate and Report
of the Comptroller and
Auditor General to the
House of Commons

| certify that | have audited the financial statements
on pages 60 to 80 under the Government
Resources and Accounts Act 2000. These financial
statements have been prepared under the historical
cost convention as modified by the revaluation of
certain fixed assets and the accounting policies set
out on pages 62 to 63.

Respective responsibilities of the agency, the
Chief Executive and Auditor

As described on page 55, the agency and Chief
Executive are responsible for the preparation

of the financial statements in accordance with the
Government Resources and Accounts Act 2000
and Treasury directions made thereunder, and for
ensuring the regularity of financial transactions. The
agency and Chief Executive are also responsible for
the preparation of the other contents of the Annual
Report. My responsibilities, as independent auditor,
are established by statute and guided by the Auditing
Practices Board and the auditing profession’s

ethical guidance.

| report my opinion as to whether the financial
statements give a true and fair view of the Court
Service and are properly prepared in accordance
with the Government Resources and Accounts Act
2000 and Treasury directions made thereunder, and
whether in all material respects the expenditure and
income have been applied to the purposes intended
by Parliament and the financial transactions conform
to the authorities which govern them. | also report
if, in my opinion, the Foreword is not consistent with
the financial statements, if the agency has not kept
proper accounting records, or if | have not received
all the information and explanations | require for

my audit.

| read the other information contained in the Annual
Report and consider whether it is consistent with
the audited financial statements. | consider the
implications for my certificate if | become aware

of any apparent misstatements or material
inconsistencies with the financial statements.



| review whether the statement on pages 56 to 58
reflects the agency's compliance with Treasury’s
guidance on the Statement on Internal Control. |
report if it does not meet the requirements specified
by Treasury, or if the statement is misleading or
inconsistent with other information | am aware

of from my audit of the financial statements. |

am not required to consider, nor have | considered,
whether the Accounting Officer’s statement covers
all risks and controls. | am also not required to

form an opinion on the effectiveness of the entity’s
corporate governance procedures or its risk and
control procedures.

Basis of audit opinion

| conducted my audit in accordance with United
Kingdom Auditing Standards issued by the Auditing
Practices Board. An audit includes examination,

on atest basis, of evidence relevant to the amounts,
disclosures and regularity of financial transactions
included in the financial statements. It also includes
an assessment of the significant estimates and
judgements made by the agency and Chief Executive
in the preparation of the financial statements, and
of whether the accounting policies are appropriate
to the agency's circumstances, consistently applied
and adequately disclosed.

| planned and performed my audit so as to obtain
all the information and explanations which |
considered necessary in order to provide me with
sufficient evidence to give reasonable assurance
that the financial statements are free from material
misstatement, whether caused by error, or by
fraud or other irregularity and that, in all material
respects, the expenditure and income have been
applied to the purposes intended by Parliament
and the financial transactions conform to the
authorities which govern them. In forming my
opinion | have also evaluated the overall adequacy
of the presentation of information in the

financial statements.

Opinion
In my opinion:

O the financial statements give a true and fair view
of the state of affairs of the Court Service at
31 March 2005 and of the net cost of operations,
recognised gains and losses and cash flows for
the year then ended and have been properly
prepared in accordance with the Government
Resources and Accounts Act 2000 and directions
made thereunder by Treasury; and

O in all material respects the expenditure and
income have been applied to the purposes
intended by Parliament and the financial
transactions conform to the authorities which
govern them.

| have no observations to make on these
financial statements.

John Bourn
Comptroller and Auditor General
24 October 2005

National Audit Office

157—197 Buckingham Palace Road
Victoria

London SWIW 9SP
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Income and expenditure account
for the year ended 3| March 2005

2004/05 2003/04 restated
Note £000 £000 £'000 £000
Income
Operating income 3 360,754 356,424
Expenditure
Staff costs 4 (423,314) (399,733)
Other operating costs 5.1 (393,621) (288,359)
Depreciation 7 (48,659) (42,139)
Total operating costs (865,594) (730,231)
Net cost of operations before interest (504,840) (373,807)
Interest payable 5.2 (59,357) (54,399)
Net cost of operations (564,197) (428,206)
All activities are continuing (see ‘Foreword to the accounts’).
Statement of recognised gains and losses
for the year ended 3| March 2005
2004/05 2003/04 restated
Note £000 £000
Unrealised surplus on revaluation of tangible
fixed assets 12.3 55,083 144,015

The notes on pages 62 to 80 form part of these accounts.

Balance sheet
as at 3| March 2005

31 March 2005

31 March 2004 restated

Note £000 £000 £000 £000
Fixed assets
Tangible fixed assets 7 [,788,339 1,669,741
Current assets
Debtors 8 66,287 90,674
Cash at bank and in hand 9 24,334 24,690
90,621 115,364
Creditors: amounts falling due within one year 0.1 (80,650) (64,53 1)
Net current assets 9,971 50,833
Total assets less current liabilities 1,798,310 1,720,574
Creditors: amounts falling due after more than one year
10.2 (59,439) (427)
Provisions for liabilities and charges Il (1,941) (2,684)
1,736,930 1,717,463
Taxpayers’ equity:
General Fund 12.1 983,199 1,005,952
Revaluation reserve 12.3 753,731 711,511
1,736,930 1,717,463

Sir Ronald De Witt

Chief Executive

|7 October 2005

The notes on pages 62 to 80 form part of these accounts.



Cash flow statement
for the year ended 3| March 2005

2004/05 2003/04

restated
Note £000 £000
Net cash outflow from operating activities Cl (227,822) (178,316)
Net cash outflow from investing activities C2  (46,329) (68,616)
Net cash inflow from financing C3 274,222 249,126
Decrease in third party balances 10.3 (427) (71,282)
Decrease in cash 9 (356) (69,088)
Notes to the cash flow statement
CI. Reconciliation of operating cost to operating cash flows
2004/05 2003/04
restated
Note £000 £000
Net cost of operations before finance charges (504,197) (428,206)
Adjust for notional and non-cash costs 7.1 313,387 243,701
Adjust for movements in working capital other than cash 7.2 23,505 7,416

Transfer of provisions to parent department
Cash movement in provisions

. (633)
(G17)  (594)

Net cash outflow from operating activities

(227,822) (178,316)

C2. Analysis of capital expenditure and financial investment

2004/05 2003/04
restated
£'000 £000

Purchase of fixed assets
Proceeds of disposal of fixed assets

(69,570)  (70,905)
23241 2289

Net cash outflow from investing activities

(46,329) (68,616)

C3. Analysis of financing

2004/05 2003/04
restated
£'000 £000

Funding from Department

Transfers to parent department

Payments to Consolidated Fund re: current year
Payments to Consolidated Fund re: prior year
Capital element of finance leases

276,139 251,985

. (633)
(119 (536)
(32)  (1,087)

(1766)  (603)

Net cash inflow from financing

274,222 249,126

The notes on pages 62 to 80 form part of these accounts.
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Notes to the accounts
for the year ended 3 | March 2005

| Accounting policies

I.I Basis of accounting

The accounts have been prepared in accordance
with the Resource Accounting Manual issued by
HM Treasury, using the historical cost convention,
modified to account for the revaluation of fixed
assets at their value to the business by reference
to their current cost.

Without limiting the information given, the accounts
meet the accounting and disclosure requirements
of the Companies Act, the Accounting Standards
Board and HM Treasury, in so far as those
requirements are appropriate.

Further to the merger of the Court Service with the
42 magistrates’ courts committees on | April 2005,
the Accounting Officer has determined that these
accounts can be prepared on a going concern basis
and no adjustments have been made to the carrying
value of assets.

I.2 Fixed assets

Land and buildings have been included on the basis
of professional valuations which are carried out

at least every five years. Most properties are valued
at depreciated replacement cost because they

are specific and specialised buildings, whilst other
properties, such as offices, are valued on the basis
of existing use value. Vacated properties awaiting
disposal are valued at open market value. In 2000
arolling programme of professional valuations was
introduced. The Valuation Office Agency (VOA)
carries out the valuations in accordance with the
RICS Appraisal and Valuation Manual. Each year 20%
by number of the property assets, together with
the four most highly valued properties are revalued
through on-site inspections by professional
surveyors. The 20% are drawn from different types
of property and geographical areas. The remaining
property assets are revalued by the VOA via a
desktop valuation system using market knowledge
and input from earlier surveys.

Legal title to freehold land and buildings shown in
the accounts is held in the name of the First Secretary
of State (Office of the Deputy Prime Minister).

The DCA/Court Service assumed responsibility

for the former ‘Departmental Estate’ on | April 1991
and for the former ‘Common User Estate’ on

| April 1996. The Court Service enjoyed beneficial
ownership of the properties it used as ‘major
occupier’ and such properties are therefore
capitalised and included in the balance sheet.

Plant, equipment, furniture and vehicles are
included at cost in the month of purchase and
thereafter are restated annually using Price Index
Numbers for Current Cost Accounting

(Office for National Statistics).

The threshold for capitalisation of tangible fixed
assets was £1,000 to 31 March 2005, but from

| April 2005 the threshold increased to £10,000.

As a result, the decision was taken to write off assets,
except furniture, with an original gross book value
less than £10,000 in 2004/05.

Furniture, with the exception of operational antiques
and high-density storage, is recorded on a pooled
basis. The increase in the capitalisation threshold to
£10,000 from | April 2005 will see existing furniture
grouped into a single pool, which will be subject to
normal revaluation and depreciation policy. Future
purchases will be assessed against the £10,000
threshold on an individual basis.

[tems of antique furniture are valued individually
at open market value. Professional valuations are
carried out at least every five years. The value

of non-operational antiques, such as paintings
and other works of art, is not considered material
so these items are not capitalised for balance
sheet purposes.

1.3 Depreciation

Depreciation is provided at rates calculated to write
off the valuation of freehold buildings or current
replacement cost of other tangible fixed assets, less
estimated residual value, evenly over their estimated
useful lives or, for leased assets, over the life of the
lease. Depreciation of land and buildings is based
on opening balance sheet values, while all other
depreciating assets are depreciated on closing
balance sheet values. Asset lives are normally

in the following ranges:

Category: Asset life:
Freehold land Not depreciated
Freehold buildings Remaining life or 60 years,

whichever is the shorter

Leasehold buildings  Shorter of: remaining life,
remaining lease period or
50 years

Leasehold land Remaining lease period
(except that leases with
more than |25 years
remaining are not

depreciated)
Assets under
construction Not depreciated
Plant, equipment
and computers 5to 7 years
Furniture 20 years
Vehicles 3to 4 years
Finance leases Lease period

Operational antiques 50 years

1.4 Stock

Stocks of consumable stores, e.g. stationery held,
are not considered material and are written off

in the income and expenditure account as they
are purchased.



I.5 Income

Income includes both operating income
appropriated in aid and income to the Consolidated
Fund authorised by HM Treasury to be treated

as operating income. It is stated net of VAT.

Income comprises primarily fees and charges for
services provided to external customers, mainly fees
for civil cases. The accounting systems used record
each fee in full at the time it is raised. In a number of
cases, fees taken will relate to work which will not
be completed within the accounting period. Deferred
income is estimated at period end using a standard
time per case workflow model to adjust the total
income recorded in the period.

Other operating income includes rents receivable
and miscellaneous receipts (e.g. sale of publications).

|.6 Value added tax
VAT is accounted for in accordance with Statement
of Standard Accounting Practice 5 (SSAP 5).

I.7 Pensions

Most of the agency's staff are members of the
Principal Civil Service Pension Scheme (PCSPS),
which is a multi-employer pay-as-you-go defined
benefit scheme. Departments and agencies covered
by the PCSPS make employer contributions to the
cost of pension cover provided for their staff by
payment of charges calculated on an accruing basis.
For the Court Service these employer contributions
were a charge on the income and expenditure
account. Pension benefits payable under the PCSPS
are financed from the Consolidated Fund on an
annual basis through a separate resource supply,
voted each year by Parliament. The employer
contributions and benefits paid are accounted

for in separate resource accounts for the PCSPS.

|.8 Early departure costs

The Court Service was required to pay the
additional cost of benefits beyond the normal PCSPS
benefits, in respect of employees who retired early,
unless the retirement was on approved medical
grounds. The total cost was provided in full when
the early departure programme was announced

and was binding on the agency.

1.9 Notional and non-cash charges

A notional charge for interest on capital is included

in the income and expenditure account. This is
calculated at 3.5% of the average capital employed,
which is the value of total assets less total liabilities,
after excluding cash held in the Paymaster General
account and amounts owed to the Consolidated
Fund. The value of total assets is the opening balance
plus fixed asset additions at cost less fixed asset
disposals at their opening balance sheet values.

No outside insurance is effected except where there
is a statutory requirement to do so. While a notional
charge for insurance is not included in the income
and expenditure account, in accordance with HM
Treasury’s Fees and Charges guide, a notional charge
has been made to cover such risk in calculating the
Court Service fees targets and is included in Note 2.

Similarly, the portion of early departure costs funded
by HM Treasury under the 80:20 Scheme is not
included in the income and expenditure account,
but is included in Note 2, in line with the Fees and
Charges Guide.

Other notional and non-cash charges include: the
external auditors’ remuneration, which represents
the National Audit Office’s cost for the audit of the
Court Service’s financial statements and the Funds

in Court Part A accounts; notional rent on properties
owned by the Corporation of the City of London;
and departmental overhead charges, which were
recharged to the Court Service by the Department.

1.10 Operating leases

Rentals under operating leases are charged to the
income and expenditure account on a straight-line
basis over the lease term.

LIIFinance leases

Where assets are financed by leasing agreements
that give rights approximating to ownership (finance
leases), the assets are treated as if they had been
purchased outright. The amount capitalised is the fair
value of the leased assets. The corresponding leasing
commitments are shown as obligations to the lessor.
Assets held under finance leases are depreciated

over the shorter of the lease terms and the useful life
of equivalent owned assets.

1.12 Payments to PFl suppliers

PFl transactions have been accounted for in
accordance with Technical Note No. | (Revised)

on ‘How to account for PFl Transactions’. Where
the balance of risks and rewards of ownership of the
PFl property are borne by the PFl operator, the PFl
payments are recorded as an operating cost. Where
the agency has contributed assets a prepayment

for their fair value is recognised and amortised over
the life of the PFI contract by a charge to the income
and expenditure account. Where the balance of risks
and rewards of ownership of the PFI property are
borne by the agency, it is recognised as a fixed asset
along with the liability to pay for it which is accounted
for as afinance lease.

HMCS
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2 Segmental analysis

The Court Service was required, in accordance with HM Treasury’s Fees and Charges Guide, to disclose
performance results for the areas of its activities where fees and charges were made. The following analysis
is not intended to meet the requirements of Statement of Standard Accounting Practice 25 —

Segmental Reporting.

The fee target for civil business is to recover the full administrative and judicial costs, less the cost

of providing fee exemptions and remissions. This subsidy is a planned subsidy, that has been agreed
with HM Treasury, to ensure no sector of the population is denied access to justice through the inability
to afford the requisite fees.

In the short term, however, this target is not feasible for family business, and HM Treasury agreed in
SR2004 that the agency should aim to move family fees, in stages, from the current level of less than 50%
cost recovery to 66% by the end of the spending review period (2007/08). Planned recovery for family
business in 2004/05 was 53% of the cost net of exemptions and remissions.

The costs below include the judicial costs that are borne directly by the Consolidated Fund and notional costs
for insurance and early departure which are not included within the income and expenditure account.

Civil business

Less: Net Total Fee recovery
Income Expenditure subsidy expenditure surplus/(deficit) Target Actual
£000 £000 £000 £000 £'000 % %
2004/05
County 263,123 (228,167) 4,483 (223,684) 39,439 100 18
Family 39,612 (136,540) 15281 (121,259)  (81,647) 100 33
Insolvency 8,684 (14,473) 1964  (12,509)  (3,825) 100 69
Supreme Court 17,157 (59,714) 1,087 (58,627)  (41,470) 100 29
Probate 19,722 (13,026) 7 (13,019 6,703 100 152
Total 348,298 (451,920) 22,822 (429,098) (80,800) 100 8l
2003/04
Total restated 344,160 (424,439) 29,046 (395,393) (51,233) 100 87
Court Funds Office
Total Fee recovery
Income Expenditure surplus/(deficit) Target Actual
£000 £000 i % %
2004/05 10,495 (10,495) - 100 100
2003/04 8,564  (8,564) = 100 100

The civil business fee recovery target, above, is based on expenditure net of exemptions and remissions.
Applicants in receipt of certain means-tested benefits are entitled to automatic fee exemption. Remission
of fees is considered on an individual basis and is granted in cases of hardship. Total fees remitted during
2004/05 amounted to £2,419k (2003/04 restated: £1,820k) and applied in 32,270 instances

(2003/04 restated: 28, 148 instances).

The Court Funds Office recovers the full cost of operations from the UK Debt Management Office
on a reimbursement basis, in accordance with the Administration of Justice Act 1982.

Fees were increased by new Fees Orders on 4 January 2005, introduced following commencement of
Section 92 of the Courts Act 2003 (which provides the Secretary of State and Lord Chancellor with a single
fee-making power in respect of the Supreme Court, county courts and magistrates’ courts). The Civil
Proceedings Fees Order makes the provision for taking fees in the Supreme Court and county courts. All
fee increases followed the set of nine principles set out in Parliament on 19 November 1998. HMCS is
currently developing its strategy for civil court fees and the principles will be reviewed as part of this.



3 Operating income

2004/05  2003/04
restated

£000 £000

Fee income 348,298 344,160
Rental income 355 436
UK Debt Management Office recoveries 10,495 10,052
Miscellaneous receipts 411 [,217
CFER income 195 559
360,754 356,424

Authorised to be appropriated in aid 360,559 355,865

Rental income comprises amounts paid by minor occupiers of the Court Service estate. Of the £355k taken
as income (2003/04 restated: £436k), £54k relates to non-government bodies (2003/04 restated: £168Kk)
and the remaining £30 | k relates to public agencies (2003/04 restated: £268k). This income is generated
from property that is either owned by the Court Service or occupied under an operating lease. None of the
leasing agreements with minor occupiers falls into the category of a finance lease.

4 Staff and judiciary costs and numbers

Staff costs and numbers are broken down between those attributable to employees of the Court Service
and those attributable to members of the judiciary. Each category is dealt with in the following notes, but

the total costs are summarised in the table below:

2004/05 2003/04
restated
Note £000 £000
Staff costs 4.0, 197,321 184,385
Judicial costs 4.2.1 225993 215,348
423,314 399,733
4.1 Court Service staff
4.1.1 Staff costs
The payroll costs for the year were as follows:
2004/05 2003/04
restated
£000 £000
Wages and salaries 165,859 155,795
Social security costs 12,025 9,882
Employer’s pension contributions 19,300 18,669
197,184 184,346
Inward secondments 288 39
197,472 184,385
Less recoveries in respect of outward secondments (I51) -
197,321 184,385
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4 Staff and judiciary costs and numbers continued

4.1.2 Staff numbers
The average number of full-time equivalent persons paid during the year, including Board members, was:

2004/05 2003/04

restated

Headquarters, circuit offices, group offices and judges’ lodgings 386 403
Supreme Court and Court of Appeal [,030 [,007
Criminal Appeals [69 156
Civil Appeals 62 6l
County court 4,392 4,355
Crown Court 2,375 2,319
Contract staff 73 44
8,487 8,345

In addition to the staff shown above, the Court Service paid for 74, 1 23 days of casual employment (2003/04
restated: 64,798), equivalent to 36| full-time staff (2003/04 restated: 324). Included within the wages and
salaries figure above is £3,037k (2003/04 restated: £2,09 | k) relating to contract staff.

4.1.3 Remuneration of Chief Executive and other Board members

The Chief Executive received remuneration including the monetary value of benefits in kind of
£150,000 (2003/04: £6,942). The Chief Executive is an ordinary member of the Principal Civil
Service Pension Scheme.

Board remuneration

2004/05 2003/04
Salary Salary

(exc. pension (exc. pension

contributions) Benefits in kind contributions) Benefits in kind
Name £000 (to nearest £100) £'000 (to nearest £100)
Sir Ronald De Witt 45— 150 - 5-10 -
(Chief Executive)
Nicola Bastin 75-80 - - -
Mark Camley 55-60 - = =
Nick Chibnall 70-75 300 - -
Helen Dudley 80-85 - 85-90 -
Alan Fenton 35-40 - - -
Philip Lloyd 30-35 - - =
Peter Lovell 35-40 - 65-70 -
Chris Mayer 80-85 - - -
Kevin Pogson 85-90 - 85-90 =
Peter Risk 80-85 2,300 - -
Kevin Sadler 65-70 - 80—85 -
Alan Sloan 65-70 - - -
Simon Smith 015 - 70-75 -
Annette Vernon 80-85 - - -
Neil Ward 30-35 - - -
Peter Handcock - - 00— 105 -
Colin Lyne - - 95— 100 -
Jeff Denton 5-10 - 5-10 -

No costs are disclosed for Lord Justice Thomas, who is remunerated via the Consolidated Fund. Alan Eccles,
Stephen Caven and Jonathan Radway were remunerated during the year by magistrates’ courts committees.
Although Amanda Finlay was on the Board until 3 | March 2004 no costs are disclosed in the 2003/04
comparatives since she received no remuneration in her capacity as a non-executive director of the

Court Service.

Where a director joined or left the Board during the year, their salary reflects only that which they received
whilsta member of the Board. Where they were a member of the Board for only part of the year but have
been employed by the agency or DCA throughout, their annual salary has been reported on a ‘days
served’ basis.

Salary includes gross salary; performance pay or bonuses; overtime; reserved rights to London weighting
or London allowances; recruitment and retention allowances and any other allowance to the extent that
it is subject to UK taxation.



Benefits in kind

The monetary value of benefits in kind covers any benefits provided by the employer and treated by the
Inland Revenue as a taxable emolument. During the year Peter Risk had the private use of an allocated car
in circumstances permitted by the Civil Service Management Code; Nick Chibnall had the benefit of an
interest-free loan as part of a relocation package awarded prior to his appointment to the Board.

Board pension benefits

Accrued pension at age 60 CETVat CETVat Real

Real increase in at 31 March 2005 and 31 March 31 March increase

pension at age 60 related lump sum 2005 2004 in CETV
Name £000 £000 £000 £000 £000
Sir Ronald De Witt 2.5-5.0 0-5 53 5 33
plus 0.0-2.5 plus 0-5
lump sum lump sum
Nicola Bastin 0.0-2.5 20-25 361 308 33
plus 5.0-7.5 plus 55-60
lump sum lump sum
Mark Camley 0.0-2.5 [5-20 [75 154 10
plus 2.5-5.0 plus 45-50
lump sum lump sum
Nick Chibnall 0.0-2.5 [0-15 168 144 |4
plus 2.5-5.0 plus 40-45
lump sum lump sum
Helen Dudley 0.0-2.5 25-30 427 374 28
plus 5.0-7.5 plus 85-90
lump sum lump sum
Alan Fenton 0.0-2.5 0-5 8 0 8
plus 0.0-2.5 plus 0-5
lump sum lump sum
Philip Lloyd 0.0-2.5 0-5 5 0 5
plus 0.0-2.5 plus 0-5
lump sum lump sum
Peter Lovell 0.0-2.5 25-30 412 383 9
plus 0.0-2.5 plus 75-80
lump sum lump sum
Chris Mayer 2.5-5.0 25-30 460 367 69
plus 12.5-15.0 plus 85-90
lump sum lump sum
Kevin Pogson 0.0-2.5 40-45 684 635 25
plus 7.5-10.0 plus 120—125
lump sum lump sum
Peter Risk -5.0--25 30-35 517 486 -
plus 0.0-2.5 plus 95—100
lump sum lump sum
Kevin Sadler 0.0-2.5 15-20 240 218 15
plus 2.5-5.0 plus 55-60
lump sum lump sum
Alan Sloan 0.0-2.5 30-35 634 571 32
plus 5.0-7.5 plus 100-105
lump sum lump sum
Simon Smith 0.0-2.5 20-25 254 255
plus 0.0-2.5 plus 60-65
lump sum lump sum
Annette Vernon 0.0-2.5 25-30 303 266 20
plus 5.0-7.5 plus 75-80
lump sum lump sum
Neil Ward 0.0-2.5 [0-15 229 198 |7
plus 2.5-5.0 plus 40—45
lump sum lump sum
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Pension

Pension benefits are provided through the Civil
Service Pension (CSP) arrangements. From

| October 2002, civil servants may be in one of three
statutory based ‘final salary’ defined benefit schemes
(classic, premium and classic plus). The schemes are
unfunded with the cost of benefits met by monies
voted by Parliament each year. Pensions payable
under classic, premium and classic plus are increased
annually in line with changes in the Retail Price Index.
New entrants after | October 2002 may choose
between membership of premium or joining

a good quality ‘money purchase’ stakeholder based
arrangement with a significant employer contribution
(partnership pension account).

Employee contributions are set at the rate of 1.5%
of pensionable earnings for classic and 3.5% for
premium and classic plus. Benefits in classic accrue

at the rate of /80th of pensionable salary for each
year of service. In addition, a lump sum equivalent
tothree years' pension is payable on retirement. For
premium, benefits accrue at the rate of | /60th offinal
pensionable earnings for each year of service. Unlike
classic, there is no automatic lump sum (but members
may commute some of their pension to provide

a lump sum). Classic plus is essentially a variation

of premium, but with benefits in respect of service
before | October 2002 calculated broadly

as per classic.

The partnership pension account is a stakeholder
pension arrangement. The employer makes a basic
contribution of between 3% and 12.5% (depending
on the age of the member) into a stakeholder pension
product chosen by the employee. The employee
does not have to contribute but where they do make
contributions, the employer will match these up

to a limit of 3% of pensionable salary (in addition

to the employer’s basic contribution). Employers
also contribute a further 0.8% of pensionable salary
to cover the cost of centrally-provided risk benefit
cover (death in service and ill health retirement).

Further details about the CSP arrangements can
be found at the website www.civilservice-
pensions.gov.uk

Cash equivalent transfer values

A cash equivalent transfer value (CETV) is the
actuarially assessed capitalised value of the pension
scheme benefits accrued by a member at a particular
pointin time. The benefits valued are the member’s
accrued benefits and any contingent spouse’s
pension payable from the scheme. ACETVis a
payment made by a pension scheme or arrangement
to secure pension benefits in another pension

scheme or arrangement when the member leaves a
scheme and chooses to transfer the benefits accrued
in their former scheme. The pension figures shown
relate to the benefits that the individual has accrued
as a consequence of their total membership of the
pension scheme, not just their service in a senior
capacity to which disclosure applies. The CETV
figures, and from 2003/04 the other pension details,
include the value of any pension benefit in another
scheme or arrangement which the individual has
transferred to the CSP arrangement and for which
the Civil Superannuation Vote has received a transfer
payment commensurate to the additional pension
liabilities being assumed. They also include any
additional pension benefit accrued to the member as
a result of their purchasing additional years of pension
service in the scheme at their own cost. CETVs are
calculated within the guidelines and framework
prescribed by the Institute and Faculty of Actuaries.

Real increase in CETV

This reflects the increase in CETV effectively funded
by the employer. It takes account of the increase in
accrued pension due to inflation, contributions paid
by the employee (including the value of any benefits
transferred from another pension scheme or
arrangement) and uses common market valuation
factors for the start and end of the period.

|eff Denton, a non-executive Director, is not

a member of the Civil Service Pension scheme
and no other pension contributions are made

on his behalf. No pension details are disclosed
for Lord Justice Thomas, who is remunerated

by the Consolidated Fund.

4.1.4 Superannuation scheme

The PCSPS is an unfunded multi-employer defined
benefit scheme but the Court Service was unable to
identify its share of the underlying assets and liabilities.
Afull actuarial valuation was carried out at 3 | March
2003. Details can be found in the resource accounts
of the Cabinet Office; Civil Superannuation
(www.civilservice-pensions.gov.uk).

For 2004/05, employers’ contributions of £19.3m
were payable to the PCSPS (2003/04 restated:
£18.7m) at one of four rates in the range 12% to
18.5% of pensionable pay, based on salary bands.
Rates will remain the same for the next year, subject
to revalorisation of the salary bands. Employer
contributions are to be reviewed every four years
following a full scheme valuation by the Government
Actuary. The contribution rates reflect benefits as
they are accrued, not when the costs are actually
incurred, and reflect past experience of the scheme.



4.2 Judiciary

4.2.1 Payroll costs of the judiciary

Members of the judiciary were independent of the Court Service and are independent of HMCS. Their
payroll costs for 2004/05 were met either from the Consolidated Fund (senior judiciary) or by the Court
Service. All costs are included within the accounts of the Court Service to ensure the full cost of operations

is disclosed.

The payroll costs for the year were as follows:

2004/05 2003/04
restated

Consolidated Other Consolidated Other

Fund judicial judicial Fund judicial judicial
salaries salaries Total salaries salaries Total
£000 £000 £000 £000 £000 £000
Wages and salaries 97,128 68,66 | 165,789 92,227 65,653 157,880
Social security costs |'1,340 7,798 19,138 10,774 7,303 18,077

Employer’s pensions

contributions 28,384 12,682 41,066 27,011 12,380 39,391
136,852 89,141 225,993 130,012 85,336 215,348

4.2.2 Judiciary numbers

The Court Service met the salary cost of District Judges and all fees paid to Deputy Judges. Costs disclosed
in Note 4.2. | include salary costs for 525 judicial officers (2003/04 restated: 524) and 63,747 fee paid days
(2003/04 restated: 6 1,768), equivalent to 296 full-time District Judges (2003/04 restated: 287). The salary
costs of a further 793 members of the senior judiciary (2003/04: 77 1) were met from the

Consolidated Fund.

4.2.3 Superannuation scheme

Judicial pensions are paid out of the Consolidated Fund where the judicial office holder’s salary was paid from
that fund, or the Judicial Pension Scheme where the salary was paid from the Department's supply estimate.
Superannuation has been included for judicial salaries using a rate of 29.25% (2003/04: 29.25%).

The benefits payable are governed by the provisions of either the |98 Judicial Pensions Act for those judicial
office holders appointed before 3| March 1995, orthe 1993 Judicial Pensions and Retirement Act for those
newly appointed or appointed to a different judicial office on or after that date.

5 Other administrative costs

5.1 Other operating costs

2004/05  2003/04
£000 £000
Accommodation, maintenance and utilities 84,174 71,069
Juror costs 37,919 39,520
PFI suppliers 60,104 38,542
Other staff costs (including travel and subsistence) 4,501 8,063
Other judicial costs (including travel and subsistence) 14,985 13,768
Contracted services 18,606 17,603
Consultancy 8,657 4,426
Communications, office supplies and services 30,525 20,094
Miscellaneous expenditure 10,501 ['1,082
Operating leases:
Property rents 25,404 19,321
Hire of plant and machinery 557 138
Other expenditure 751 477
Non-cash costs:
External auditors’ remuneration 210 205
Gain on disposal of assets (3,038) (26,758)
Accounting loss on disposal 5,001 -
Permanent impairment in asset value 14,703 8,118
Reversal of prior period permanent impairment (1,984) (574)
Notional rent 1,962 1,300
Movement in provisions (226) 490
Prepayment on PFl contracts 23 106
Departmental recharge 80,267 61,274
Bad debt provision 19 95
393,621 288,359
There is no external auditors’ remuneration for non-audit work.
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Under the Courts Act 1971, the Corporation of the City of London provided the Court Service with use
of the Central Criminal Court and the Mayor’s and City of London court, for minimal rents. To fairly reflect
the value of the cost of use of these properties, the Court Service recognised a notional rent charge, which
was regarded as the most appropriate way to represent this value.

5.2 Interest payable

2004/05 2003/04

£°000 £000
Notional interest on capital 59,323 54,305
Finance charges on leased assets 34 94

59,357 54,399

6 Analysis by administration and programme

For public expenditure control purposes the income and expenditure of the Court Service was classified
between administration and programme. Whilst this classification is reflected in the operating cost statement
of the resource accounts prepared by the Department for Constitutional Affairs, the Court Service considered
it to be inappropriate for its executive agency accounts. For this reason the agency took advantage of the
dispensation offered by the Resource Accounting Manual for agencies which are not whole departments

to adopt a Companies Act format for their income and expenditure account.

Despite the Resource Accounting Manual requirement to split the capital charge between administration
and programme, owing to the complexities of the Court Service estate it was not considered practical.
Many properties are used for activities that fall into both categories.

If the Resource Accounting Manual format for an operating cost statement had been adopted, the analysis
of net operating costs would have been as follows:

2004/05 2003/04
restated
£000 £000 £000 £000
Administration costs:
Staff costs (197,320) (184,384)
Other administration costs (441,730) (323,910)
Gross administration costs (639,050) (508,294)
Operating income 11,228 10,904
Net administration costs (627,822) (497,390)
Programme costs:
Staff costs (225,995) (215,348)
Other programme expenditure (59,906) (60,989)
Gross programme costs (285,901) (276,337)
Programme income 349,526 345,521
Net programme costs 63,625 69,184

Net operating costs (564,197) (428,206)




7 Tangible fixed assets

Furniture,
Land and buildings Information Plantand fixturesand Assets under
excluding dwellings Dwellings  technology = machinery fittings construction Total
£000 £000 £000 £000 £000 £000 £'000
Cost and valuation
asat | April 2004
restated 1,545,935 17,620 84,222 18,882 30,726 19,822 1,717,207
Additions 60,391 - 21,707 800 2,986 43,733 129,617
Disposals (230) . 318) (483) (130) - (1,161)
Write-off . - (2536)  (4651) (2,087 - (9.274)
Revaluation 10,205 1,915 (7,736) 94 619 - 5,097
Reclassification [,708 - 19,349 - 227 (21,284) -
Transfers to parent
department - - 259 (122) (466) - (329)
Asat 31 March 2005 1,618,009 19,535 114,947 14,520 31,875 42,271 1,841,157
Land and buildings Information Plant and Assets under
excluding dwellings Dwellings  technology ~ machinery Furniture construction Total
£000 £000 £000 £000 £000 £000 £'000

Depreciation
asat | April 2004
restated 445 37 17,320 14,212 15,452 - 47,466
Charged in year 36,061 256 9,292 1,393 [,657 - 48,659
Revaluation (36,503) 293) (672) 20 181 - (37,267
Disposals 3) . (530) 319) (106) . (958)
Write-off . - (L) (2,368) (793) - (4272)
Transfers to
parent department - - (587) (69) (154) - (810)
Asat 31 March 2005 - - 23,712 12,869 16,237 - 52,818
Net book value:
As at 31 March 2005 1,618,009 19,535 91,235 [,651 15,638 42,271 1,788,339
As at 31 March 2004
restated 1,545,490 17,583 66,902 4,670 15274 19,822 1,669,741

The value of freehold land included within ‘land and buildings excluding dwellings’ is £308m (2003/04

restated: £295m).

In 2004/05 the rolling programme of professional revaluation of the estate covered 39% by value of all
property assets. A further 57% were re-valued on the basis of a professional desktop valuation based on
local geographic knowledge. The remaining property assets are shared ownership sites with the magistrates’
courts. These property assets were re-valued on the basis of gross internal area. The last professional
valuation of all the property assets was carried out by the Valuation Office Agency (VOA) in June 2000.

There was one property vacated and awaiting disposal at 3 | March 2005 (3 | March 2004: two). Such
premises are held at open market value and are not depreciated.

Included in ‘information technology’ are assets leased under a finance lease with a net book value of £0.44m
(2003/04 restated: £0.59m). Included within the depreciation charge for the year is an amount of £0. | 6m
(2003/04 restated: £0.42m) relating to these leased assets.

Also included in ‘information technology' is an asset representing the capitalised value of an element of the
payments made under the County Court Systems (CCS) PFl contract (see Note 20), which under FRS5
is deemed to be an asset of the Court Service. This has a net book value of £0. | 3m (2003/04 restated:
£0.42m). Included within the depreciation charge for the year is an amount of £0.04m (2003/04 restated:

£0.6 | m) relating to this asset.

Included in ‘land and buildings excluding dwellings’ are assets representing the capitalised value of an element
of the payments made under the Exeter, East Anglia and Sheffield PFl contracts (see Note 20), which under
FRS5 are deemed to be assets of the Court Service. These have a net book value of £54.38m (2003/04:

not applicable). Included within the depreciation charge for the year is an amount of £1.39m (2003/04:

not applicable) relating to these assets.

During the year, an accounting loss of £5.0m (cost £9.3m less depreciation £4.3m) arose from the write-off
of assets costing less than £ 10k, excluding furniture pools, following an increase in the capitalisation threshold.
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8 Debtors

2004/05 2003/04

restated
£000 £000

Amounts falling due within one year:
VAT recoverable 6,179 5,704
Trade debtors 2,612 [,143
Deposits and advances 968 594
Other debtors 21,309 21,18l
Prefunding of early departure costs - 159
Prepayments and accrued income 10,785 7,555
Prepayment on PFl contracts 5,045 7,076
46,898 43,412

Amounts falling due after one year:

Deposits and advances 57 82
Other debtors 16,616 36,616
Prepayments 3 19
Prepayment on PFl contracts 2,713 10,545
19,389 47,262

66,287 90,674

OlIncluded in debtors are amounts due from other government departments totalling £7,274k and amounts
due from local government organisations totalling £527k. There are no significant amounts due from
trading funds or NHS Trusts.

O Trade debtors are shown net of bad debt provision of £26k (2003/04 provision: £95k).

OlIncluded in deposits and advances are amounts of £604k (2003/04: £600k) due within one year and £57k
(2003/04: £82k) due after more than one year relating to staff loans.

0O Other debtors due within one year includes £20m (2003/04: £20m) from the sale of property. Afurther
£16.6m (2003/04 £36.6m) from the sale of property is included in debtors due after one year.

O Prepayments and accrued income includes property rentals of £5. |m (2003/04: £3.8m).
O The prepayment on PFl contracts, both within and after one year, represents advance payments for [T
services, together with an element of the open market value of assets transferred to Liberata UK Limited

and EDS Limited on commencement of the PFI contracts, the latter being released evenly over the lives
of the contracts.

9 Cash at bank and in hand

2004/05 2003/04

restated

£000 £000

Balance at start of year 24,690 93,778
Decrease in cash during the year (356) (69,088)

Balance at end of year 24,334 24,690

2004/05 2003/04

restated
£'000 £000

Comprises:
Balances at Office of HM Paymaster General (OPG) 22,810 23,636
Commercial banks 313 366
Cash in hand [, 121 605
Imprests 90 83

24,334 24,690

OAn amount of £3.84m (2003/04: £4.27m) is included in amounts held at OPG on behalf of third parties.

O The Court Service used commercial banks to deposit funds from courts and transmit them to the account
with OPG and therefore also to process refer-to-drawer cheques and any discrepancies. Separate accounts
were maintained for different purposes, but as there was a right of off-set the net balance is disclosed here.



| 0 Creditors

10.1 Amounts falling due within one year

2004/05 2003/04

restated

Note £°000 £000

Taxation and social security 9,209 719
Other creditors 4,937 3,358
Accruals and deferred income 60,186 55,883
Obligations under finance leases |74 268
Creditor for capital value of PFl contracts 2,224 -
Cash balances payable to the Consolidated Fund 76 32
76,806 60,260

Third party balances 10.3 3,844 4,271
80,650 64,531

OIncluded in creditors are amounts due to other government departments totalling £9,209k. There
are no significant amounts due to local government organisations, trading funds or NHS Trusts.

10.2 Amounts falling due after more than one year

2004/05 2003/04
restated
£000 £000
Creditor for capital value of PFI contracts 55,337 -
Accruals and deferred income 3,812 -
Obligations under finance leases 290 427
59,439 427
The creditor falls due within:
2004/05 2003/04
£000 £000
Two to five years 12,999 427
More than five years 46,440 -
59,439 427
10.3 Third party balances
The third party balances included in the accounts are:
31 March Gross Gross 31 March
2004 inflows outflows 2005
£000 £000 £000 £000
Bank balances and monies on deposit 4,271 55,885 (56,312) 3,844
31 March Gross Gross 31 March
2003 inflows outflows 2004
£000 £000 £000 £000
Bank balances and monies on deposit 75,553 58,313 (129,595) 4,271
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Il Provisions for liabilities and charges

2004/05 2003/04
restated
Note £000 £000
Provision for early departure costs [1.1 528 942
Provision for maladministration 1.2 l,413 |,742
1,941 2,684
I1.I Provision for early departure costs
2004/05 2003/04
£000 £000
Balance at start of year 942 1,942
Transfer to parent department - (633)
Increase in provision I'l 150
Unwinding of discount |7 59
Utilised in year (442) (576)
Balance at end of year 528 942
The liability falls due within:
2004/05 2003/04
£'000 £000
One year 277 442
Two to five years 248 473
More than five years 3 27
528 942
11.2 Provision for maladministration
2004/05 2003/04
£°000 £000
Balance at start of year [,742 [,479
Utilised in year (75) (18)
(Decrease)/increase in provision (254) 28|
Balance at end of year 1,413 1,742

Provision has been made for a number of specific claims against the Court Service in respect of the

administration of court proceedings. The provision represents cases where a claim has been admitted

but not yet paid.

The provision for by analogy pension scheme, operated for the benefit of immigration adjudicators,

no longer appears in these accounts, as this was transferred to the parent department along with the rest

of the balances relating to tribunals.



|2 Reserves

12.1 General Fund

2004/05 2003/04

restated

Note £°000 £000

Balance at start of year 1,005,952 934,329

Funding from Department 276,139 251,985
Transfer of provisions to parent company - (633)
Transfer to parent department 7 48| (209)

Net cost of operations

(564,197) (428,206)

Notional costs 2.2 250,230 220,085
Transfer from revaluation reserve 12,863 24,654
CFERs treated as operating income (195) (570)
Fixed asset adjustments in respect of prior years 1,926 4,517
Balance at end of year 983,199 1,005,952
12.2 Notional costs
2004/05  2003/04
restated
Note £000 £000
Consolidated Fund judicial salaries and social security costs 42.1 108,468 103,00l
Interest on capital 52 59,323 54,305
Overhead recharge from parent department 5.1 80,267 61,274
Notional rent 5.1 1,962 1,300
External auditors’ remuneration 5.1 210 205
250,230 220,085
12.3 Revaluation reserve
2004/05  2003/04
restated
Note £000 £000
Balance at start of year 711,501 592,151
Revaluation of fixed assets during the year 55,083 144,015
Transfer to general fund of realised element of reserves (1'1,749) (11,455)
Transfer to general fund on disposal of revalued assets (I,114) (13,200)
Balance at end of year 753,731 711,511

I3 Capital commitments

Contracted capital commitments at 3 | March 2005 for which no provision has been made amounted

to £47.3m (2003/04: £72.3m).
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|4 Commitments under operating leases
2004/05 Land and 2003/04

Land and buildings Other buildings Other
£000 £000 £000 £000
At 3| March 2005 the agency was committed to
making the following payments during the next year
in respect of operating leases expiring:
— within one year 2,195 75 1,080 149
— between two and five years 3,792 202 4,317 199
— afterfive years 18,698 42 15,857 36
24,685 319 21,254 384

I5 Other commitments

The minimum commitments payable under non-cancellable PFl contracts are:

Within: | year 2-5years 6-10years |I-15years 16-20years 21-25years 26-30years

£000 £000 £000 £000 £000 £000 £000

CCS 7,300 7,300 - - - - -

ARAMIS 19,200 14,690 - - - - -

Probate Records 1,550 6,700 9,505 10,850 12,295 3,370 -

Exeter 2,410 9,640 12,050 12,050 12,050 12,050 9,640

East Anglia 4,064 16,585 21,538 22,545 23,685 19,868 -
Sheffield 912 3,881 5,422 6,135 6,941 6,204

35436 58,796 48515 51,580 54,971 41,492 9,640

The PFI commitments relate to contracts for the provision of financial and other services. The amounts
shown assume payments due in 2005/06 are unchanged in future years. Future annual payments may in fact
vary by unknown amounts in accordance with a formula based on operating requirements. Details regarding
the above contracts are shown in Note 20 to these accounts.

|6 Contingent liabilities

The Court Service has works of art on loan from the Government Art Collection. In addition, there
are many works of art on loan from other museums and galleries. Valuations are not held for these items.

The recent sixth edition of Her Majesty’s Revenue and Customs’ VAT guidance notes for government
departments has clarified the list of eligible services under the Treasury (Contracting-out) Direction. HMCS
is currently reviewing claims against this guidance to ensure that it has correctly claimed refunds of VAT,



I7 Notes to the cash flow statement

I7.1 Summary of notional and non-cash costs

2004/05 2003/04
restated
£000 £000
Depreciation 48,659 42,139
Permanent impairment adjustment 12,719 7,544
Gain on disposal of fixed assets (3,038) (26,758)
Fixed asset write-off 5,001 -
Notional rent 1,962 [,300
Prepayment on PFI contracts 23 106
Consolidated Fund judicial salaries 108,468 103,001
Notional interest on capital 59,323 54,305
(Decrease)/Increase in provisions (226) 490
Departmental recharge 80,267 61,274
External auditors’ remuneration 210 205
Bad debt provision 19 95
313,387 243,701
17.2 Movements in working capital
2004/05 2003/04
restated
£000 £000
Decrease/(Increase) in debtors 24,387  (57,789)
Adjusted for movement in:
Prepayment on PFl contracts (23) (106)
Fixed asset debtors (20,000) 56,615
Bad debt provision (19) (95)
4,345 (1,375)
Increase/(Decrease) in creditors 75,131 (54,058)
Adjusted for movement in:
PFl and finance lease creditors (57,330) (671)
Fixed asset creditors 976 (8,815)
Cash balances payable to Consolidated Fund (44) 1,053
Third party creditors 427 71,282
19,160 8,791
Decrease in working capital 23,505 7,416
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I8 Related party transactions

The Court Service was an executive agency

of the Department for Constitutional Affairs. DCA
is regarded as a related party. During the year the
Court Service has had a significant number of material
transactions with the Department and with other
entities for which DCA is regarded as the parent
department, e.g. the Public Guardianship Office.

In addition, the agency had a significant number
of material transactions with other government
departments and other central government bodies.

Registry Trust Limited is a private company limited
by guarantee with no share capital. [t maintains, on
behalf of the Secretary of State and Lord Chancellor,
the Register of County Court Judgements. In view
of its role and its relationship with the Secretary of
State and Lord Chancellor, Registry Trust is regarded
as a related party. Income received from Registry
Trust Limited in the year 2004/05 amounted to
£121k (2003/04: £123Kk).

During the year none of the Board members,
members of key management staff, or other related
parties undertook any material transactions with
the Court Service.

|9 Post balance sheet events

On | April 2005, the Court Service merged with 42
magistrates’ courts committees throughout England
and Wales, to form Her Majesty’s Courts Service.
This was carried out under the framework of the

Courts Act 2003. The merger is considered a transfer

of function and as such does not affect the Court
Service's going concern status.

20 PFl contracts

The Court Service entered into six private finance
initiative arrangements:

OARAMIS PFI Project with Liberata UK Limited

for the provision of accounting, management
information and corporate IT services to the Court
Service and DCA Headquarters. The nine-year
contract commenced in January 1998. The
majority of assets underlying the services provided
are deemed to be off balance sheet under FRS5.
IT assets relating to the provision of the estate
management system are included in the balance
sheet at a cost of £239k. The capital value of the
contract is currently estimated to be £39.5m out
of a total expected contract value of £217m. At the
start of the contract certain IT assets owned by the
Court Service transferred to Liberata. This created
an initial prepayment of £225k, which is amortised
over the life of the project.

O Probate Records Scheme with lron Mountain

Europe Limited to provide storage and retrieval
services. This contract was signed on 27 July 1999
for a period of 25 years. The assets underlying the
services provided are deemed to be off-balance
sheet under FRS5. The capital value of the contract
is estimated to be £10.9m out of a total expected
contract value of £56m. The contract has been
operational since January 2002.

O CCS (formerly LOCCS) PFI Project with Electronic

Data Systems Limited (EDS) to supply IT services.
The contract was signed on 30 September 1996
and covers the provision of computer systems,
software development, support and maintenance
for operational systems to the Court Service and
now HMCS. The contract has been extended for
afurther three years to run for a total of 10 years.
The majority of assets used in the provision of this
contract are deemed to be on balance sheet under
FRS5. Some assets have also been provided under
finance lease arrangements within the contract.
The capital value of the contract is currently
estimated to be £20m out of a total contract value
of £288m. The costs have increased due to: roll-out
of the Xhibit system, introduction of e-Diary and
roll-out of the Possession Claims Online Service.
Disclosures regarding the assets and related
liabilities are made in the appropriate notes.



O Exeter — this project provides a new courthouse
comprising four criminal courts, one civil court
and four District Judges Hearing rooms.
Accommodation for the Probate Registry and for
the Group Manager is also included. The contract,
with Enterprise Civic Buildings Limited, was signed
in November 2002 and runs for 30 years from
completion of the building. The net present value
of the project is £23.2m, while the capital value
is £20. Im. The building was operational on
I'5 November 2004 when the first court session
took place. The scheme has been assessed as
being on balance sheet under FRS5. At the end
of the PFl term the building will revert to the
Department at no cost.

O East Anglia — this project provides new court
accommodation in East Anglia. Specifically, the
project includes the provision of new Crown
Court centres in Ipswich and Cambridge. The
new accommodation was required to replace
poor existing accommodation. Ipswich Crown
Court consists of five criminal courtrooms,
Cambridge Crown Court consists of three criminal
courtrooms. The contract, with Modern Courts
East Anglia Limited, was signed on 3 | October
2002 and has a term of 25 years from completion
of the buildings. The project has a net present value
of £43.3m and a capital value of £34.5m. Both sites
became fully operational on 7 June 2004. The
scheme has been assessed as on balance sheet
under FRS5. At the end of the PFl term the
buildings in Ipswich and Cambridge will revert
to the Department at no cost.

O Sheffield — this project provides a new Family
Hearing Centre in Sheffield. The new hearing
centre was required to enable the court to deal
with increasing workload levels and provide more
appropriate facilities for family hearings. The new
hearing centre consists of two family courtrooms,
two hearing rooms and a training room which is
capable of being converted into one large, or two
small, hearing rooms. The contract, with Palecastle
Limited, was signed on 2| November 2002 and
has a term of 25 years from completion of the
building. The new centre became operational on
I'5 June 2004 and court sittings commenced on
5 July 2004. The scheme has a net present value
of £8.8m and a capital value of £7.7m. The scheme
has been assessed as on balance sheet under
FRSS. At the end of the PFl term the Department
has the option of acquiring the underlease at the
lower of its open market value or £2m.

21 Accountability

The following disclosures are included
to comply with Government Accounting
reporting requirements:

OThere were 701 cases (2003/04 restated: 500)
involving cash losses totalling £125k (2003/04
restated: £230k).

OThere were 307 special payments (200/04
restated: 958) totalling £223k (2003/04
restated: £609k).

OThere were 32,270 cases (2003/04 restated:
28, 148) where fees were remitted. The total value
was £2,419k (2003/04 restated: £1,820k).

22 Financial instruments

FRSI3, Derivatives and Other Financial Instruments,
requires disclosure of the role that financial
instruments have had during the period in creating
or changing the risks an entity faces in undertaking its
activities. Because of the largely non-trading nature
of its activities and the way in which government
departments are financed, the agency is not exposed
to the degree of financial risk faced by business
entities. Moreover, financial instruments play a much
more limited role in creating or changing risk than
would be typical of the listed companies to which
FRSI3 mainly applies. The agency has very limited
powers to borrow or invest surplus funds. Financial
assets and liabilities are generated by day-to-day
operational activities and are not held to change the
risks facing the agency in undertaking its activities.

As permitted by FRSI3, debtors and creditors which
mature or become payable within |2 months from
the balance sheet date have been omitted from the
currency profile.
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Liquidity risk

The agency’s net revenue resource requirement is
financed by resources voted annually by Parliament
to the Department for Constitutional Affairs, just

as its capital expenditure largely is. It is not exposed,
therefore, to significant liquidity risks. However,
within the normal Parliamentary supply procedure,
the agency has to budget for resources (both revenue
and capital) in the nine months preceding the financial
year in which it will be granted.

Interest-rate risk

1 00% of the agency'’s financial liabilities carry nil or
fixed rates of interest, and therefore it is not exposed
to significant interest rate risk.

Foreign currency risk
The agency’s exposure to foreign currency risk
is not significant.

23 Other third party assets

The Court Funds Office manages money held in
court on behalf of clients who may: be involved in

a civil legal action; be patients who, under the Court
of Protection, are not able to manage their property
and affairs; be children under the age of 18. These
are non-agency assets and are not included in these
accounts. The assets held at the balance sheet date
to which it was practical to ascribe monetary values
comprised cash, securities and unit holdings in the
Common Investment Scheme. These items, with
values as at 28 February 2005, are listed below:

0O Cash — held and invested on behalf of the
Accountant General of the Supreme Court
through the Commissioners for the Reduction
of the National Debt — £4.26bn (2003/04
restated: £3.96bn).

O Common Investment Scheme — administered
on behalf of the Secretary of State and Lord
Chancellor by an appointed Investment Manager.
The Accountant General holds unit shares in the
Index Tracker Fund on behalf of the beneficiaries.
The Index Tracker Fund is a balanced portfolio
managed by the Investment Manager in accordance
with the investment strategies in force at the
time — £36.3m (2003/04: £30.4m).

Further information is contained in the Funds in Court
published White Paper Accounts, which are audited
by the Comptroller and Auditor General and laid
before Parliament.

24 Transfer of function

The Court Service had responsibility for the
administration of the majority of tribunals that fell
under the direct responsibility of the Secretary

of State and Lord Chancellor up until February 2004.
The tribunals now form a separate delivery arm
within DCA. This change is a key first step towards
a dedicated Tribunals Service. As a result, tribunals
are not reported in these accounts and the 2003/04
comparatives have been restated.

The tables below show the balances relating to
tribunals that have been removed from the

respective headings in the 2003/04 figures:

Income and expenditure account

2003/04
£000
Income 352
Staff costs (72,575)
Other operating costs (49,571)
Depreciation (2,157)
Net cost of operations (123,951)
Balance sheet
2003/04
£'000
Fixed assets 20,588
Debtors 710
Cash at bank and in hand 37
747
Creditors due within one year (6,830)
(6,083)
Total assets less current liabilities 14,505
Creditors due after one year -
Provisions for liabilities and charges (1,150)
13,355
Taxpayers’ equity:
General Fund 12,649
Revaluation reserve 706
13,355
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