Advocate Lisa Springate,
partner, Bedell Cristin,
and Advocate Robert
Gardner examine a new
way to fund litigation
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Advocates Robert Gardner and Lisa Springate, of Bedell Cristin

T is a well-known feature of the

Jersey legal system that not

only are you expected to fund

your own legal costs but that

should you be unsuccessful in
your claim, you are also likely to
have to pay a substantial proportion
of the other side’s costs on either an
indemnity basis (approximately
80% of the overall costs) or on a
standard basis (approximately 65%
of the overall costs).

This adds an extra dimension of
risk to an already risky process and
can tip the balance in any costs-bene-
fit analysis when considering
whether or not to pursue a claim in
Jersey.

As with most things, it need not be
this way. This is because a new source
of funding has recently developed in
Jersey known as litigation funding
which offers those involved in sub-
stantial commercial disputes the
chance to offset the costs risk entirely.

What is litigation funding?

Litigation funding involves an
agreement between a litigant and a
professional funder. In broad terms,
the litigant will pass to the funder,
some or all of the responsibility for
the ongoing legal costs of taking a
case to trial. The litigant may also
purchase ATE (after the event) insur-
ance to cover any adverse costs if the
case fails.

The funder will take an active inter-
est in the case but will not meddle in
the litigation by getting involved in
decision making. In return, the liti-
gant will agree to share a percentage
of the proceeds with the funder.

Position in the United Kingdom
In the United Kingdom and else-
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where, litigation funding is main-
stream and has developed significant-
ly over the past few years. However,
while it has long been recognised by
litigation funders based in the UK
that the Channel Islands have a well-
established litigation market, there
has been no established domestic
market for funding.

This is because of the fact that until
the recent landmark judgment was
handled by the Royal Court in Jersey
in the Matter of the Valetta Trust, the
legality and enforceability of funding
agreements remained untested.

The Valetta case

The Valetta case involves litigation
commenced in 2011 by beneficiaries of
a Jersey discretionary trust and its re-
placement trustee, against the former
Jersey trustee, together with two indi-
viduals.

The only material asset of the trust
was a minority shareholding in an un-
derlying company which in turn
owned certain rights to a product.
The former trustee sold the trust
shares in the company to itself as
trustee of another trust which also
held shares in the company.

The plaintiffs contend that the sale
of the shares was done at a gross un-
dervalue which was known to the for-
mer trustee. The plaintiffs therefore
wished to institute proceedings
against the former trustee for breach
of trust as well as against certain
other persons who are said to be
knowingly concerned in the sale at an
undervalue. The former trustee and
other defendants strongly denied the
allegations.

When considering their litigation
options, the prospective plaintiffs
turned to litigation funding and en-

tered into a funding agreement with a
leading litigation funder, Harbour Lit-
igation Investment Fund LP (‘Har-
bour’), which is based in England. As
the Royal Court was being requested
to authorise the replacement trustee
to enter into the agreement and this
was the first time that the enforceabil-
ity of funding agreements had been
considered in Jersey litigation, it re-
quested detailed submissions on
whether such an agreement is permis-
sible and enforceable under Jersey
Law.

As a result of the arguments pre-
sented to it by Advocate Lisa
Springate, of Bedell Cristin, the Royal
Court concluded that a funding agree-
ment is in the interests of justice and
is to be encouraged, provided that it is
properly structured.

Conditional fee arrangements

However, the Royal Court empha-
sised that its judgement is only appli-
cable to litigation funding agreements
and that conditional fee arrange-
ments (agreements between a client
and a lawyer whereby the client pays
nothing or less if unsuccessful, but a
full fee, usually with a success fee or
uplift, if successful), remain outside
the Jersey statute book and are pro-
hibited in Jersey.

The importance of the Valetta deci-
sion to litigation funders and those
contemplating litigation in Jersey is
that litigation funding may now facili-
tate access to justice by plaintiffs who
would not otherwise be able to afford
to bring the litigation in question, as
well as for those who wish to share the
costs of litigation with a funder.

® Advocates Lisa Springate and
Robert Gardner act on behalf of the
plaintiffs in the Valetta Trust.
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We are specialists with a reputation for excellence in complex trust
litigation and precision in Jersey-related work. We employ the
sharpest legal minds, able to deliver the level of responsiveness and
attention to detail you'd expect from an international law firm with
swift, insightful and conclusive results. Our no-nonsense, cost-
effective approach to solving complex problems in contentious
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matters is something about which you can be certain.

Tel: +44 (0) 1534 766254
Contact:

XS

PO Box 842, 2 Mulcaster Street, St Helier, Jersey JE4 OUS

Advocate Stephen Baker: stephenbaker@bakerandpartners.com

Advocate David Wilson: davidwilson@bakerandpartners.com
or Advocate Emma Jordan: emmajordan@bakerandpartners.com




