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Summary: 
Schedule 15 of the Legal Services Act 2007 requires the OLC, before the start of 
each financial year, to adopt an annual budget which has been approved by the 
LSB. The Act requires that the OLC’s annual budget must include an indication of 
the distribution of resources deployed in the operation of the ombudsman scheme 
and the amounts of income of the OLC arising or expected to arise from the 
operation of the scheme. 
 
In November 2017, the LSB and the OLC discussed the OLC’s draft budget 
principles, which provided Members with an opportunity to probe the OLC’s 
planning assumptions. Based on the issues that emerged at that discussion, the 
OLC were sent a suite of acceptance criteria which the formal budget submission 
would need to meet in order to allow the LSB to approve the budget (in addition to 
the statutory criteria described above). These were sent to the OLC in January 
2018 (Annex A).  
 
The OLC has made a budget submission for 2018/19 to the LSB that, in the 
executive’s view, meets both the statutory and LSB criteria (Annex B). The OLC 
are seeking approval for a gross revenue budget of £14.7m for 2018/19, with 
£12.7m allocated to the legal jurisdiction and £2m to the CMC jurisdiction. These 
costs are offset by case fee income of £1.1m for the legal jurisdiction and £0.19m 
for the CMC jurisdiction. The OLC are also seeking approval for a capital budget 
for 2018/19 of £0.25m. These figures are not materially different to those in the 
draft budget presented to the LSB in the OLC’s November 2017 budget principles 
paper; the differences reflect accounting policies around estates costs and income 
relating to the release of 25% of OLC’s office space to another public body. 
 
The budget has been approved by the OLC Board. 
 
The Board should be aware that, in parallel with the approval being sought from 
the LSB, the OLC must also gain budget clearance from the Lord Chancellor, both 
for the amount to be raised by way of the levy and as regards the grant-in-aid 
provided by the MoJ for the CMC jurisdiction. The OLC submission includes a 
letter of comfort from the MoJ. This demonstrates the department’s support for the 
budget, in advance of its formal clearance by the Lord Chancellor.  
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Note: the OLC will not be attending the meeting. 

 
Recommendation(s): 
The Board is invited to: 

(1) review the OLC’s submission on its budget for 2018/19 (Annex B) 
(2) consider approving the budget. 

 
Risks and mitigations 

Financial: 
OLC is required to comply with Managing Public Money 
requirements. The MoJ is responsible for financial oversight in 
year. The MoJ also provides Grant In Aid to the OLC in respect of 
the claims management complaints jurisdiction 

Legal: N/A  

Reputational: 

The LSB has no remit or authority to intercede in matters relating 
to ongoing financial management where meaningful oversight 
must be provided by the sponsoring Department.  
Whilst qualification of the OLC’s 2013/14, 2014/15 and 2015/16 
Accounts had the potential to present a degree of reputational 
risk to the LSB, this did not manifest. 

Resource: N/A  
 
Consultation Yes No Who / why? 

Board Members: X  Helen Phillips and Marina Gibbs were consulted 
on the final budget acceptance criteria.  

Consumer Panel:  x  

Others: 
John Ward, external advisor to the LSB’s ARAC reviewed a 
draft OLC submission. The MoJ’s formal position was not 
known at the time of drafting, although Appendix 4 of the OLC 
submission provides informal comfort. 

 
 
Freedom of Information Act 2000 (FoI) 
Para ref FoI exemption and summary Expires 
Para 29 all but 
first sentence 

Section 36(2)(c): information likely to prejudice the 
effective conduct of public affairs  

Annex B: Para 
35(c) second 
half of third 
sentence 
Para 35(f) all 
but first 
sentence 
Para 83 

Section 36(2)(c): information likely to prejudice the 
effective conduct of public affairs  
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Para 84 all but 
second 
sentence 
Para 85 first 
sentence and 
middle part of 
final sentence 
Appendix 4 
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LEGAL SERVICES BOARD 
 
To: Legal Services Board 
Date of 
Meeting: 22 March 2018 Item: Paper (18) 13 

 
OLC Budget Approval 

 
Recommendation 
1. The Board is invited to: 

(1) review the OLC’s submission on its budget for 2018/19 (Annex B) 
(2) consider approving the budget. 

 
Introduction 
2. The Legal Services Act 2007 (the Act) requires that the OLC must, before the 

start of each financial year, adopt an annual budget which has been approved by 
the Legal Services Board.  
 

3. The budget approval process undertaken by the LSB is designed not to duplicate 
the work properly done by the OLC Board in scrutinising the basis on which the 
budget has been developed. Rather, the approval process is designed to provide 
adequate assurance to the Board of the robustness of the OLC process in 
preparing its budget. The LSB provides the OLC with a suite of criteria to address 
in its budget submission to inform that assurance as a basis for approval. For this 
year, the LSB acceptance criteria were communicated to the OLC in January 
2018 informed by the LSB’s discussion with the OLC in November 2017 (see 
Annex A). 
 

4. The OLC’s submission covers its claims management complaints (CMC) 
jurisdiction, as well as its legal services complaints jurisdiction. The CMC budget 
is funded by public funds through Grant In Aid (GIA) from the Ministry of Justice 
(MoJ) and not by the levy on approved regulators. The MoJ must therefore agree 
to provide the necessary GIA. Additionally, the Lord Chancellor must approve the 
amount to be raised by way of the levy on approved regulators to fund the OLC’s 
legal complaints jurisdiction. Whilst the Act therefore requires the LSB to approve 
the entirety of the OLC’s budget, the decision must be mindful of these two 
additional decision points (required by the levy rules and Managing Public 
Money). 
 

5. The OLC has adopted a methodology for apportioning costs that are shared by 
both the legal and CMC jurisdictions so that they can be recovered from the 
relevant funding source – levy or GIA, which has been agreed with both the LSB 
and the MoJ. The apportionment basis relates to the number of operational 
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employees dedicated to the legal or CMC jurisdiction.  
 

6. The OLC is seeking approval for a gross revenue budget of £14.7m for 2018/19 
(for both jurisdictions combined) - £12.7m for legal activities and £2m for CMC 
activities - and a capital budget of £0.25m.  
 

7. The 2018/19 budget compares against a forecast outturn for 2017/18 of £11.1-
11.3m for legal and £1.5m CMC (against a total budget of £14.6m). 
 

Statutory requirements 
 

8. Paragraph 23 of Schedule 15 to the Act concerns the OLC’s budget and states: 
 The OLC must, before the start of each financial year, adopt an annual budget 

which has been approved by the Board (LSB). 
 The OLC may, with the approval of the Board, vary the budget for a financial 

year at any time after its adoption. 
 The annual budget must include an indication of: 

o The distribution of resources deployed in the operation of the 
ombudsman scheme, and 

o The amounts of income of the OLC arising or expected to arise from 
the operation of the scheme. 

 
9. As an independent NDPB, the OLC has its own Accounting Officer and Audit and 

Risk Assurance Committee. It also has its own independent relationship with the 
MoJ in accordance with Managing Public Money. Hence, while the LSB approves 
the level of the budget, it does not have ongoing responsibility in relation to in-
year financial control issues (unless these cause the budget to be varied) nor in 
relation to the propriety of spend. 

 
2018/19 Budget acceptance criteria 
 
10. The LSB shared draft budget acceptance criteria with the OLC in September 

2018. Following the presentation of the OLC’s 2018/19 Budget Principles at its 
November 2018 meeting, the criteria were amended. The final budget 
acceptance criteria were issued on 23 January 2018 (see Annex A).  
 

OLC 2018/19 budget submission 
 
11. The OLC’s 2018/19 budget submission is at Annex B. It is not materially different 

to the budget presented in the November 2017 budget principles paper. The only 
differences reflect accounting policies around estates costs and income relating 
to the release of 25% of the OLC’s office space to another public body. The OLC 
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is also forecasting slightly higher income from case fees in the legal jurisdiction. 
 

12. Sections 1 and 2 of the submission discuss the strategic, financial and 
performance context for the 2018/19 budget. Figure 1 presents budget trends 
and shows that the net OLC 2018/19 budget represents a £0.1m reduction 
against the equivalent budget in 2017/18.1  
 

 
Review of budget submission against LSB acceptance criteria 
 
13. The executive have reviewed the OLC’s submission against the final budget 

acceptance criteria, and in their view, the criteria have been met.  

 
1. Transparency around the expected trajectories for improvement in 

OLC’s performance, building on the initial discussion provided at 
paragraph 40 of OLC 2018-2019 Budget Principles. 

14. Section 3 of the budget submission provides details of the expected trajectories 
for improvement in the OLC’s performance. This builds considerably on the initial 
discussion in the OLC’s budget principles paper. The submission presents key 
performance indicators (KPIs) for the legal jurisdiction, including new KPIs for 
timeliness at Figure 2. The improvement in performance that is expected in 
2018/19 is discussed at section 3.2. The approach to handling legacy cases is 
discussed at section 3.3, and new cases at section 3.4. The trajectories for 
performance over the next three financial years are presented and discussed at 
section 3.5. 
 

15. The OLC notes that KPIs represent average performance across the year, and 
are not the same as the expected trajectory in improvement. The targets set out 
by the KPIs in section 3.1 are more ambitious than the forecasts presented in 
section 3.5. The OLC explain that this reflects the additional impact of 
interventions outlined in its business plan and build on the changes introduced by 
Modernising LeO.  

 
2. In accordance with the Act, an indication of the distribution of resources 

deployed in the operation of the ombudsman scheme and the amounts 
of income OLC expect to arise from the operation of the scheme. This 
should include a clear breakdown of:  

a. the legal and claims management company elements of the budget. It is 
appreciated that the funding for the latter comes from grant-in-aid, but 
the Act requires the LSB to approve the entirety of the OLC budget, not 
just the legal jurisdiction element.  

                                            
1 While, as set out in paragraph 6 of this paper, the OLC is seeking a gross revenue budget of £14.7m 
for 2018/19, its net budget will be £14.5m once its income from releasing office space to another 
public body from April 2018 is taken into account. 
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b. staff costs and numbers broken down by function – for instance: 
enquiries; investigations; ombudsman team; corporate, others  

c. assumptions around the volumes predicted for the year. 

16. Section 4.3 and Appendix 1 provide details on the distribution of resources 
between the legal and CMC jurisdictions. Appendix 2 provides a breakdown of 
staff numbers and costs by function. 
 

17. There is a net increase in the legal jurisdiction budget (£0.86m) in 2018/19 
reflecting the cost of tackling increased demand in the current year and the 
forecast of higher levels of demand in 2018/19. There has been a reduction in 
total overheads of 2% compared with 2017/18.  
 

18. Forecasts on income are discussed at paragraphs 53 and 67-70. Historically, 
income from cases fees in the legal jurisdiction has been broadly stable. In 
2018/19 it is forecast to be £1.1m, but this is subject to the numbers of cases 
resolved in which a case fee is payable. CMC case fee income has reduced 
significantly in 2018/19 due to changes in accounting policy.  
 

19. Assumptions about the case volumes for 2018/19 are discussed in section 4.1. It 
is assumed that core demand in the legal jurisdiction will be in the range of 7500-
7900 cases accepted (7500-7700 cases accepted in 2017/18). The OLC 
suggests that two factors are driving the additional case volumes: enhanced SRA 
signposting rules and CMCs choosing to become an ABS.  
 

20. CMC demand is forecast at 1750 cases (paragraph 35). The transition of CMC 
work to the Financial Ombudsman Service (FOS) is expected on 1 April 2019 and 
the budget assumes a hard cut-off where new and open cases transfer to the 
FOS at this point.  
 

21. The OLC is forecasting the closure of 8000-8425 cases in the legal jurisdiction in 
2018/19, reflecting the two streams of work – the legacy team and new cases.  

 
3. A summary of the key risks to delivering the Plan for 2018/19 and 

mitigation proposed, to include confirmation that sensitivity analysis of 
key assumptions has been carried out (although the full numerical 
details of the analysis are not required) around:  

a. the volumes predicted. Please include information about how the 
organisation would respond (including in terms of its resourcing 
strategy in the climate of recruitment and spend controls) in the event of 
volume fluctuation; and 

b. any possible variation around the income prediction, for example (but 
not limited to) due to changes in volume (up or down), or if changes to 
the case fee structure are introduced in-year.  
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22. Section 4.5 provides detail against these points. The sensitivity of the business 
plan to changes in demand (15% increase, 10% decrease) has been tested. The 
key risks to delivery of the business plan are interrelated risks around demand, 
recruitment and resourcing. The major risk is that forecast caseload is inaccurate. 
If demand is higher or lower than forecast, performance levels and unit cost will 
be affected. Mitigating actions include a more flexible resourcing model and 
increasing operational staffing. If demand increases more than 5% beyond 
budgeted levels, expectations around KPI performance will need to be adjusted.  
 

23. Paragraphs 67–71 discuss the impact of any possible variation in income and 
changes to the case fee structure. Here the OLC notes it intends to review the 
impact of case fees as part of a wider review of the legislative framework, 
scheme rules and business processes in 2018/19. However, it does not 
anticipate seeking to change the case fee structure during the year.  
 

4. A summary of where the budget has changed in response to stakeholder 
responses to consultation. In particular, the submission should cover 
the outcome of discussions with MoJ and the extent to which the final 
budget takes account of MoJ’s input 

24. The OLC consulted stakeholders on its budget as part of its consultation on its 
2018/19 business plan. There were no changes to the budget following 
consultation. Section 4.2 provides details of the issues raised in consultation and 
the OLC’s response. 
 

25. The MoJ provided a “letter of comfort” in January 2018. This is at Appendix 4 of 
the submission. Note that the difference in figures quoted in the MoJ letter and in 
the OLC’s submission to the LSB arises from the MoJ excluding non-cash 
depreciation from its figures. The OLC needs the LSB approval to cover the non-
cash element of the budget as well, hence using the gross figure.  

 

5. For 2018/19 in particular: 
a. an estimate of the cost per case saving/the improvement in quality (as 

relevant) OLC expects to deliver as a result of 2018/19’s Modernising Leo 
initiatives 

b. the approximate split of expenditure between:  
i. handling complaints about legal services 

ii. work to analyse and feed back to the sector learnings from 
handling complaints 

iii. anything else not covered by (i) and (ii) 
c. in relation to b(ii), an explanation of why OLC has chosen to allocate 5% 

of its budget to feeding back learning to the profession, and how best to 
measure the effectiveness of the OLC’s work in this area, if not by the 
proportion of expenditure. This was discussed when we met in 
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November and it would be helpful to have this rehearsed clearly in 
writing. 

d. the outcome of the pay benchmarking review discussed at paragraph 29 
of OLC 2018-2019 Budget Principles and the impact on the 2018/19 
budget. Again, this was discussed when we met in November. 

26. Section 4.6 addresses 5a. The OLC anticipates an improvement in the unit cost 
per case in 2018/19 relative to 2017/18. The unit cost is predicted to increase 
slightly in 2019/20, as the expected transfer of CMC jurisdiction in 2019 has an 
impact on overhead allocation, and as the number of cases closed falls slightly.  
 

27. The new Chief Ombudsman is developing plans to accelerate quality 
improvement and further simplify processes. Further efficiency gains are 
anticipated in 2018/19 as a consequence of Modernising LeO, and phase 2 will 
focus on further service improvements.  
 

28. Figure 7 in section 4.3 provides a breakdown of the budget against the factors 
identified in 5b(i)-(iii). Section 4.4a of the OLC’s submission replays the 
discussion at the November meeting and reflects the range of work undertaken to 
provide feedback to the profession, including the development of a new business 
intelligence and insight tool. It also discusses how the effectiveness of the Legal 
Ombudsman’s work in this area will be assessed. 
 

29. Section 4.7 discusses the outcome of the pay benchmarking review.  
 

 

 

  
 

Ministry of Justice uplifts  

30. In November, in its Budget Principles paper, the OLC proposed exploring a 
proportionate approach to handling in-year uplifts that may subsequently be 
applied by the MoJ to the OLC’s budget. The Board will recall that the 
unexpected uplift applied by the MoJ in 2017/18 necessitated an in-year 
application for budget variation of c.1.5% in September 2017. 
 

31. In response, the final budget acceptance criteria outlined circumstances in which 
an MoJ uplift would be considered approved (see Annex A of final budget 
acceptance letter). 
 

32. Section 4.8 provides details of current understanding of potential MoJ uplifts. If 
applied it is expected to be approximately £135K. In its letter at Appendix 4 of the 



 

10 
 

OLC application, the MoJ confirms that the uplift is an adjustment due to inflation, 
not additional funding.  
 

33. The OLC will notify the LSB should the uplift be applied to determine whether any 
further budget approval is necessary, or whether the uplift falls within “in scope”:  
 The uplift will be “in scope” and therefore not amount to a variation of the 

budget, if it is no more than 3% of the revenue budget and does not (in whole 
or part) cover items already included in the budget.  

 If the uplift is not “in scope” of the approval, the OLC would have to seek 
further budget approval from the LSB. Any such submission could be 
considered out of the Board meeting cycle to minimise any delays or 
administrative overheads.  

 
Observations from the external advisor to ARAC 
 
34. The external advisor to ARAC was asked for his view of the budget. He observed 

that it demonstrated a good depth of thought behind the raw numbers and 
seemed to be a sensible budget with meaningful objectives.  

 
Recommendation 
35. The Board is invited to: 

(1) review the OLC’s submission on its budget for 2018/19 
(2) consider approving the budget. 
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BOARD PAPER ANNEX A 
 
Rob Powell 
Chief Executive 
Office for Legal Complaints 
PO Box 6806 
Wolverhampton 
WV1 9WJ 

 
 
The Chief Executive’s Office 
Legal Services Board 
3rd Floor 
One Kemble Street 
London WC2B 4AN 
 
T 020 7271 0043 
 
 
www.legalservicesboard.org.uk 

23 January 2018 
 
 
Dear Rob 
 
OLC Budget 2018/19 
Thank you for your letter of 5 December regarding the OLC’s budget for 2018/19. Our 
next key governance milestone is the LSB’s approval of the OLC’s budget for 2018/19 
at its meeting on 22 March 2018. This letter provides the final budget acceptance 
criteria, along with details of the timetable for submission. 

Budget acceptance criteria 
We shared draft budget acceptance criteria for 2018/19 with you on 9 October 2017. 
Following your presentation at the November meeting of the LSB, below I set out the 
final criteria.  

The OLC 2018/19 Budget submission to the LSB should provide the following: 

1. Transparency around the expected trajectories for improvement in OLC’s 
performance, building on the initial discussion provided at paragraph 40 of OLC 
2018-2019 Budget Principles. 

2. In accordance with the Act, an indication of the distribution of resources deployed 
in the operation of the ombudsman scheme and the amounts of income OLC 
expect to arise from the operation of the scheme. This should include a clear 
breakdown of:  

a. the legal and claims management company elements of the budget. It is 
appreciated that the funding for the latter comes from grant-in-aid, but the 
Act requires the LSB to approve the entirety of the OLC budget, not just the 
legal jurisdiction element.  

b. staff costs and numbers broken down by function – for instance: enquiries; 
investigations; ombudsman team; corporate, others  

c. assumptions around the volumes predicted for the year. 

3. A summary of the key risks to delivering the Plan for 2018/19 and mitigation 
proposed, to include confirmation that sensitivity analysis of key assumptions has 
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been carried out (although the full numerical details of the analysis are not 
required) around:  

a. the volumes predicted. Please include information about how the organisation 
would respond (including in terms of its resourcing strategy in the climate of 
recruitment and spend controls) in the event of volume fluctuation; and 

b. any possible variation around the income prediction, for example (but not 
limited to) due to changes in volume (up or down), or if changes to the case fee 
structure are introduced in-year.  

4. A summary of where the budget has changed in response to stakeholder 
responses to consultation. In particular, the submission should cover the outcome 
of discussions with MoJ and the extent to which the final budget takes account of 
MoJ’s input 

5. For 2018/19 in particular: 

a. an estimate of the cost per case saving/the improvement in quality (as 
relevant) OLC expects to deliver as a result of 2018/19’s Modernising Leo 
initiatives 

b. the approximate split of expenditure between:  
i. handling complaints about legal services 
ii. work to analyse and feed back to the sector learnings from handling 

complaints 
iii. anything else not covered by (i) and (ii) 

c. in relation to b(ii), an explanation of why OLC has chosen to allocate 5% of 
its budget to feeding back learning to the profession, and how best to 
measure the effectiveness of the OLC’s work in this area, if not by the 
proportion of expenditure. This was discussed when we met in November 
and it would be helpful to have this rehearsed clearly in writing. 

d. the outcome of the pay benchmarking review discussed at paragraph 29 of 
OLC 2018-2019 Budget Principles and the impact on the 2018/19 budget. 
Again, this was discussed when we met in November. 

The Act requires the LSB to approve the entirety of the OLC budget, not simply for 
the legal jurisdiction, and so your submission will need to be clear about both the 
legal and claims management company elements of the budget. In regards to the 
latter, our Board will also expect to see details of the planning assumptions for the 
transfer of the Claims Management Jurisdiction to the Financial Ombudsman 
Service. 

You have proposed that the LSB could this year “pre-approve” any uplifts that may 
subsequently be applied by the MoJ to OLC’s 2018/19 budget. We understand the 
desire to seek a proportionate approach to approval of any uplifts. We are also clear 
that the LSB’s budget approval mechanism must be sufficiently certain so there is 
clarity on the budget for all parties, whatever the approach taken by MoJ to uplifts.  

It is essential that all parties have certainty as to the budget that has been approved. 
The approach outlined at Annex A seeks to provide this certainty, recognising our 
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respective statutory obligations and not seeking to fetter the actions of the MoJ with 
respect to uplifts. This approach forms part of the final budget acceptance criteria. 

 

Timetable 
In accordance with the Act, the LSB is required to approve the OLC annual budget 
before the start of the financial year. In the interest of clarifying what can be a relatively 
complicated process, we have set out the major milestones and timings that we will 
need the OLC to meet in order for the LSB to fulfil its function. This reflects the 
understanding in the Tripartite Protocol. 

The timing we propose is based on our understanding of key milestones and is 
designed to allow adequate time for informed analysis by LSB. I would be grateful for 
confirmation that this timetable is achievable. 

14 March OLC Board consider 2017/18 budget and approve submission to 
be sent to LSB for approval 

15 March OLC submission sent to LSB 

22 March OLC colleagues present budget to LSB Board for approval. 

As in previous years, the timetable is tight but if it is not met my Board may be unable 
to consider, and therefore approve, the OLC Budget at its 22 March meeting.  

 
Yours sincerely 
 
 
 
 
 
Neil Buckley 
Chief Executive 
 
E neil.buckley@legalservicesboard.org.uk 
 
  

mailto:neil.buckley@legalservicesboard.org.uk
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BOARD PAPER ANNEX A 
Annex A – LSB approval of MoJ uplifts to OLC 2018/19 Budget 
 

If the MoJ makes it clear before 22 March 2018 the extent of any MoJ uplift for 2018/19, 
the OLC will include this in its final budget submission to the LSB.  

If the MoJ does not provide this clarity, the OLC submission will be presented to LSB 
net of any potential uplift.  

In these circumstances, the OLC should provide assurance in its submission to the 
LSB that there would be no impact on its ability to deliver in the event the MoJ does 
not apply any uplift to the 2018/19 budget. 

In the event the MoJ applies an uplift following approval of the OLC 2018/19 budget, 
the OLC will notify the LSB to allow it to determine whether the resultant budget is “in 
scope” of the LSB’s budget approval decision, or whether the OLC would need to seek 
further approval as a variation to the budget. 

The uplift will be “in scope” and therefore not amount to a variation of the budget, if it 
is no more than 3% of the revenue budget and does not (in whole or part) cover items 
already included in the budget. We think a 3% cap is sensible in order to manage the 
exposure of levy payers. 

If the uplift is not “in scope” of the approval, the OLC would have to seek further budget 
approval from the LSB. Any such submission could be considered out of the Board 
meeting cycle to minimise any delays or administrative overheads.  
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BOARD PAPER ANNEX B – OLC SUBMISSION (SEE ATTACHED PDF) 




