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Executive summary 

1. This paper addresses the Legal Service Board’s (LSB) acceptance criteria for the 
Office for Legal Complaints’ (OLC) 2018-19 budget. 

2. This builds on the earlier budget principles paper discussed at the LSB meeting on 
23 November. It also picks up feedback from our 2018-19 business plan and budget 
consultation. The table below summarises how we address the acceptance criteria 
set out in Neil Buckley’s letter of 23 January 2018. 

Acceptance criteria Coverage 
a) Transparency about performance improvement trajectories Sections 3.1-3.5 
b) Summary of key assumptions Section 4.1 
c) Changes in response to stakeholder consultation feedback Section 4.2 
d) Distribution of resources and income, breakdown by 

jurisdiction, staffing by function and volume assumptions 
Section 4.3 

e) Split of expenditure between complaints handling, feeding 
back to the sector and justification of the budget allocation 
for feeding back learning to the profession  

Section 4.4 

f) A summary of key risks and mitigations Section 4.5 
g) Cost per case savings from Modernising LeO initiatives Section 4.6 
h) Details about future pay structures Section 4.7 
i) Inflationary uplifts Section 4.8 

3. We have developed a new set of Key Performance Indicators (KPIs) for 2018-19. 
Building on our investment in and positive progress with our Modernising LeO 
programme in 2017-18, the key priority in 2018-19 is to deliver sustainable 
improvement in performance.  

4. Given our starting position, and the time required to recruit, train and on-board 
substantial numbers of new staff, sustainable improvement will build over time. 
Improving performance is the absolute key priority for 2018-19, so this paper focuses 
primarily on demonstrating this improvement trajectory (section 3), before 
addressing the LSB’s other acceptance criteria in turn (section 4). 

The LSB is asked to APPROVE the proposed 2018-19 revenue and capital 
budgets set out in this paper: 

 £14.7m gross revenue (£12.7m legal/£2m CMC) net of MoJ uplifts; this 
includes estates costs recovered through a sub-letting arrangement; 
and 

 £0.25m capital.  
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Part 1 - Strategic context 

5. 2018-19 is the second year covered by the OLC’s three year strategy and business 
plan 2017-20. We formally consulted stakeholders on our 2018-19 business plan 
and budget during Q4. 

6. This has been a period of intensive organisational change through our modernisation 
programme, set against a backdrop of increasing demand, complexity and long-term 
budget reductions. During 2017-18 the Modernising LeO programme has: 

a) implemented a new, more flexible staffing model; 

b) redesigned our business processes against which a new case management 
system (CMS) has been developed, scheduled to go live in April 2018; 

c) successfully implemented new Cloud-based IT infrastructure and new 
telephony and contact centre provision, using Skype for Business; and 

d) achieved a recurrent net annual saving of £0.16m by sharing part of our 
Birmingham office with another public body from 1 April 2018, and 
implemented a more modern flexible working policy. 

7. At the same time, work is ongoing to execute the transition of the Claims 
Management jurisdiction to the Financial Ombudsman Service (FOS). Our plans 
assume this will take place from 1 April 2019 with a hard cut-off with work in 
progress transferring to FOS at the point of transition. 

8. Improving performance against previous KPIs has remained challenging during 
2017-18. Our 2017-20 strategy consultation set out our intention to develop a more 
robust, balanced and appropriate performance management framework. The new 
framework will address the recommendations of the MoJ’s Tailored Review of the 
OLC and LSB, by balancing measures of quality and timeliness, and drive improved 
performance over time.  

9. We have invested in a new operational forecasting and capacity modelling tool which 
tells us the impacts of actions to improve performance. This helps clarify what we 
need to do to achieve a clear performance improvement trajectory against our new 
KPIs, informed by a more granular understanding of our staffing and case mix (set 
out in part 3 of this paper). Our performance trajectory will form part of our published 
business plan. This will enable the OLC to test and provide key stakeholders, 
including the LSB, with assurance about LeO’s performance. 
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Part 2 - Financial and performance context 

10. The cost efficiency activities in our 2014-2017 strategy have now been delivered, 
resulting in substantial reductions in our cost base as shown in Figure 1.  

Figure 1 – budget trends 

Legal jurisdiction 2012-13 
actual  

2013-14 
actual 

2014-15 
actual 

2015-16 
actual 

2016-17 
actual 

2017-18 
budget 

2018-19 
budget 

Case fee income £0.26m £1.2m £1.1m £1.3m £1.4m £0.94m £1.1m 

Estates income 1       £0.16 

Expenditure 
(gross) 

£16.7m £15.7m £12.8m £11.6m £10.4m £11.6m 2 £12.7m 

Cases 
accepted 

8,430 8,323 7,635 7,033 7,223 7,000 3 7,500-
7,900 

Cases 
resolved 

7,360 8,055 7,440 6,416 6,573 7,000 4 8,000-
8,425 

CMC jurisdiction 2012-13 
actual  

2013-14 
actual 

2014-15 
actual 

2015-16 
actual 

2016-17 
actual 

2017-18 
budget 

2018-19  
budget 

Expenditure NA £0.15m £0.8m £2.1m £1.8m £3.0m £2.0m 
Income NA NA £0.07m £0.38m £0.43m £1.07m £0.19m 
TOTAL BUDGETED EXPENDITURE 
GROSS £16.7m £15.85m £13.6m £13.7m £12.2m £14.6m £14.7m 
NET £16.7m

  
£15.85m £13.6m £13.7m £12.2m £14.6m £14.5m 

1 Accounting policies requires our 2018-19 budget to include £0.16m estates costs for which we will recover 
an equal amount of income by releasing 25% of our office to another public body from April 2018. The gross 
budget for approval purposes includes both but the net budget (the true cost to levy payers) is lower. 
2 For comparison, this is net of MoJ uplift (£0.2m); forecast outturn is in the range of £11.1-£11.3m for legal 
and £1.5m CMC 
3 Forecast outturn is in the range of 7,500-7,700 
4 Forecast outturn is in the range of 6,100-6,300 

11. Demand is the biggest factor that impacts our KPI performance. In 2017-18 we have 
experienced increased case volumes and case complexity in the legal jurisdiction. 
The increased demand was acute during the first half of the financial year, which 
contributed to a build-up of cases awaiting allocation and work in progress, resulting 
in cases aging as they awaited completion.  

12. The forecast for the number of cases accepted for investigation has reduced from 
the 7,900 forecast in our November paper, and is now expected to be between 7,500 
and 7,700. This reflects a more pronounced reduction in cases accepted in Q3 and 
Q4 than our earlier forecast anticipated. CMC demand, which is highly sensitive to 
bulk incidents (there have been none this year), has been lower than forecast. We 
have mitigated the impact of this by holding vacancies in the CMC jurisdiction. 

13. Case closures in 2017-18 are below forecast, reflecting three supply-side factors: 

a) high staff turnover in an increasingly competitive local recruitment market has 
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impacted closure levels, timeliness and quality; turnover also leads to 
reallocations of cases; this reduces capacity for new case allocation and 
increases unallocated cases and age profiles; in Q3, 250 reallocations above 
forecast levels had an equal impact on the number of unallocated cases; 

b) the impact of the ambitious Modernising LeO programme on business as usual; 
although we have made very good progress delivering the programme, this has 
required more operational resource and management time than the limited 
additional staffing included in the 2017-18 revenue budget, in particular to keep 
the new case management system on track; and 

c) following advice that we would have created the unacceptable risk of being ultra 
vires with regard to our investigations under the Legal Services Act, we decided 
not to proceed with the delivery partner pilot, which would have seen a third party 
take 200 cases from the unallocated queue by the end of March. 

14. The factors above have led to reduced closure rates. As a result of these and our 
need to control unit cost, there has been an under-spend on the legal budget in 
2017-18. This has arisen for a number of reasons: around half of the forecast 
underspend represents savings in ring-fenced non-cash and bad debt elements of 
the budget. The remainder reflects high levels of staff turnover, the inability to 
progress the delivery partner pilot, our expectation that we will be unable to pay a 
staff bonus this year and the need to control unit cost in light of the number of 
closures falling below budgeted levels as a result of the first two factors. This does 
not affect the need for increased resource in 2018-19 – we are actively seeking to 
ramp up resources in preparation for the new financial year, reduce levels of 
turnover and invest time and budget in achieving sustainable improvement in 
performance against our delivery plan. 

15. The final 2017-18 budget proposals to the LSB highlighted the risk that a significant 
increase in demand would lead to high levels of unallocated cases and cases 
awaiting an Ombudsman decision. This risk materialised and shortages of staff, as 
well as the resourcing requirements of delivering Modernising LeO, resulted in a 
much greater number of cases awaiting allocation than forecast. It also led to a 
corresponding shift in age profile, resulting in KPIs being unachievable.  

16. Our new operational forecasting model allows us to better understand our capability 
and performance. It helps us understand the impact on KPI performance of different 
levels of demand, case complexity, staffing and process efficiency. We will be better 
able to identify and respond more quickly to changes. The model has been 
developed recently, and reflects a new process for which we have no actual 
historical data. Thus we expect the accuracy of our forecasts to improve over time. 
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Part 3 – Performance improvement trajectory 

3.1 Key performance indicators 
17. Delivering consistent and sustainable improvement in performance – against a new 

set of KPIs – is our priority for 2018-19. We have not changed timeliness KPIs for 
the final year of the CMC jurisdiction, but have done so in the legal jurisdiction which 
is the focus of this section. 

18. Reflecting the findings of the Tailored Review, our new KPIs seek to: 

 move from arbitrary targets to a new suite of measures that better balance 
quality and timeliness, and avoid perverse incentives for poor service;  

 manage perverse impacts of potentially conflicting performance measures, 
especially timeliness and quality; and 

 better capture performance by establishing differential KPIs for low/medium 
and high complexity cases, reflecting our statutory purpose to ‘resolve 
complaints quickly with minimum formality’. 

19. Our new KPIs for timeliness appear in Figure 2 (actual for 2018-19 and indicative for 
the two subsequent years). From April 2018, headline external KPIs for timeliness 
will be based on measurement of cases actually closed in each reporting period. 
This prevents reported performance changing (usually a small improvement) in 
subsequent months after monthly KPIs are initially reported. The OLC will continue 
to track timeliness performance using the previous calculation methodology 
alongside the age band of open cases which will be a strategic (Board) performance 
measure.  

20. Quality KPIs relate to customer satisfaction, service complaints and internal quality 
reviews of outcomes and achievement of appropriate customer service principles.  

21. It should be noted that the KPIs represent the average performance across the year. 
As such, they do not fully demonstrate the expected performance improvement 
trajectory over time as staff are recruited, trained and productive. Further, for 
context, the KPIs for 2020-21 reflect the long term expectation that the low 
complexity cases are largely the 90 day cases, the medium, the 180 day cases and 
the high the completed in-year cases. Cases, which may not be complex for us, but 
have ongoing other matters that create delay, do distort that simple rule. 
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Figure 2 – Timeliness key performance indicators 2018-19 to 2020-21 

 

3.2 Improving performance 
22. We aim to improve overall productivity by approximately 5% through process 

changes already introduced. Based on assumptions about incoming demand, we 
anticipate at least a 25% increase in the number of cases resolved in 2018-19 
relative to 2017-18 and a reduction in the budgeted unit cost of 7%-12%.  

23. Performance is about more than timeliness, which is one important element of 
quality. It is primarily about achieveing the right outcome as efficiently and effectively 
as possible in the circumstances of each case. We will achieve further improvements 
in performance by developing the professional competence, capability and 
productivity of our staff by building up to the correct staffing levels and getting new 
staff, and those new in role, up to speed and productive. Our model shows that this 
is likely to take the first two quarters of 2018-19 before it translates into improved 
throughput and a further lag before it translates into qualitative measures of 
performance.  

24. We will be investing in quality improvement. All of our initiatives to improve 
productivity, performance and service levels will take time in the early part of next 
year, but are necessary to achieve a sustainable level of quality and throughput. We 
will:  

 invest heavily in training to drive greater consistency and quality;  

 introduce a supervision model to streamline the process and improve quality; and 

 introduce an internal learning and feedback model to drive continuous 
improvement in process, productivity and performance. 

2018-19 2019-20 2020-21
KPIs - new cases accepted from 1 April 2018 Indicative Indicative
90 days
% of low complexity legal cases resolved within 90 days 60% 65% 70%
% of medium complexity legal cases resolved within 90 days 30% 40% 50%
% of high complexity legal cases resolved within 90 days 0% 0% 0%

180 days
% of low complexity legal cases resolved within 180 days 85% 90% 90%
% of medium complexity legal cases resolved within 180 days 80% 85% 90%
% of high complexity legal cases resolved within 180 days 30% 33% 40%

365 days
% of low complexity legal cases resolved within 365 days 99% 99% 99%
% of medium complexity legal cases resolved within 365 days 90% 95% 98%
% of high complexity legal cases resolved within 365 days 85% 95% 95%

KPI - all cases (legacy and new business as usual)
% of all legal cases resolved within 90 days 26% 45% 54%
% of all legal cases resolved within 180 days 72% 78% 88%
% of all legal cases resolved within 365 days 90% 95% 95%
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3.3 Legacy performance 
25. Time factors are highly material to our performance improvement trajectory. There 

are no instant fixes to improve timeliness performance, and performance is affected 
both by lead times to recruit and train new staff, and lag impacts of problems with the 
flow of cases through the system. While there is an improving trajectory during 2018-
19, it will take us until early 2019-20 to sustain more consistent performance. 

26. In the first half of 2018-19, both timeliness and quality indicators will reflect the 
cumulative impact of challenges we have faced during 2017-18 and the impact of the 
existing issues as we entered the year. In particular, the number and of cases 
awaiting allocation at the end of March 2018 will significantly impact timeliness 
performance during 2018-19, as will the age of work in progress. 

27. A legacy team of highly experienced staff will pick up unallocated legacy cases on 
our old system and process them as quickly as possible.  The opening age of the 
cases means they are unlikely to contribute to performance against the 90 day 
timeliness target. The legacy team will focus on processing these cases to facilitate 
the transition of the bulk of our staff to the new process and CMS. Figure 3 shows 
the expected profile of the legacy team clearing cases currently awaiting allocation in 
the old CMS. 

Figure 3 – the work of the legacy team 

 

3.4 Performance for new cases 
28. Timeliness performance for new cases will be higher. However, a material factor in 

2018-19 will be the lead time to bring new members of staff up to full productivity. 
The time it takes to recruit and train new starters means there is at least a six month 
lead time before our additional staff achieve full productivity, and that the number of 
new unallocated cases will build in the first part of 2018-19. 
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29. Performance will remain highly sensitive to demand. If demand increases or 
decreases by more than 5% we will revisit our timeliness KPIs; overall delivery will 
be affected if demand increases by more than 10%. 

3.5 Performance trajectory 
30. Assuming demand, attrition and case complexity align with current forecasts, we 

forecast timeliness performance for all case complexities over three years as set out 
in Figure 4. These figures reflect all cases and are significantly impacted by the 
number and age of unallocated cases at the end of 2017-18, and the opening age of 
work in progress in April 2018. 

Figure 4 – forecast timeliness (all cases, all complexities including legacy) 

 

31. Excluding the work of legacy, we forecast timeliness performance over a three year 
period as set out in Figure 5.  

Figure 5 – forecast timeliness (new cases excluding legacy, all complexities) 

 

32. Our targets, as set out in Figure 2 are more ambitious than the forecasts in Figures 4 
and 5, particularly for new low complexity cases concluded within 90 days. This 
reflects challenge from the OLC for LeO to set stretch targets, and the additional 
impact of planned interventions set out in our business plan. These will build on the 
changes introduced through Modernising LeO to improve performance, and will: 

 further streamline the assessment process to comemnce cases more quickly; 
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 introduce a supervision model which achieves a greater integration between 
investigation and ombudsman decision; and 

 invest in training, quality and feedback, in particular to equip our staff to better 
focus the scope of complaints and investigation process. 

33. In terms of quality, customer satisfaction and service, our KPIs relate to: 

 the outcomes of internal quality reviews - we have set targets that over 90% of 
case reviews will be assessed as meeting appropriate customer service 
principles, and over 95% as having a fair and reasonable outcome; 

 the percentage of service complaints upheld at their final stage – we will use 
trend analysis rather than a target as we want to drive this toward zero; and 

 customer satisfaction - we will distinguish between complainants and service 
providers who are satisfied and dissatisfied with their outcome; we expect over 
85% satisfaction among those satisfied and 15% for those dissatisfied.  

34. Figure 6 sets out the delivery plan to progress our caseload during 2018-19. This 
reflects the impact in Q1 and Q2 of getting staff new in role fully productive, which 
particularly affects our investigators and Level 1 Ombudsmen. This plan sets out the 
caseload management targets which we will use to manage the flow of work through 
the Legal Ombudsman in 2018-19. We anticipate performance improving in the 
second half of 2018-19. This recognises the time lag before the impact of quality and 
customer satisfaction initiatives is apparent, and the investment we will need to 
make in the first half of the year bringing new staff up to speed.  
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Figure 6 – 2018-19 caseload delivery plan  

  
Q1 
opening Q1 exit Q2 exit Q3 exit Q4 exit Total 

 
Demand – cases accepted (new)          
Low – new cases accepted  923 941 837 855 3,555 
Medium – new cases accepted  902 920 818 835 3,475 
High – new cases accepted  226 230 205 209 870 
       
Cases resolved (new, active WIP and legacy) 1         
New low   793 747 791 837 3,168 
New medium   733 640 742 779 2,894 
New high   168 106 108 142 524 
Legacy  346 362 356 384 1,448 
       
Closing work in progress (excluding legacy)          
New low   291 439 412 398   
New medium   272 423 437 464   
New high  262 434 571 595 648   
       
Legacy       
Legacy – opening WIP 317      
Legacy – unallocated 1,490 1,116 742 348 0  
Legacy – investigator takes 0 374 374 394 348  
Legacy – closures   346 362 356 384 1,448 
Legacy – closing WIP 2  345 357 395 359  
Legacy – total WIP 3 1,807 1,461 1,099 743 359  

 
1 Of cases resolved, it is expected that between 1,000 and 1,400 will represent decisions made by 

external pool ombudsmen 
2 Previous quarterly closing WIP plus takes less closures 
3 Unallocated plus closing WIP 
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Part 4 – Other acceptance criteria 

4.1 Key assumptions 

35. The key assumptions we have made in setting the high level budget include: 

a) Core “demand” in the legal jurisdiction will be in the range 7,500-7,900 cases 
accepted (the upper end of the range is 13% above the 7,000 budgeted in 2017-
18). 14% of these cases will be high complexity, 43% medium and 43% low. 
Although we now expect to accept between 7,500 and 7,700 cases in 2017-18 
(rather than 7,900), there are two further factors leading to our 2018-19 forecast 
of additional increases case volumes: 

 new SRA rules on enhanced signposting; and 

 CMCs choosing to become Alternative Business Structures regulated by 
one of the legal sector regulators. 

b) We forecast CMC demand reducing to 1,750 cases, with no bulk incidents. 

c) We assume CMC work will transition to FOS on 1 April 2019, with a hard cut-off 
where open and new cases will transition to FOS. We assume FOS will produce 
the Lord Chancellor’s fee document including any LeO costs. In line with our 
workforce plan we will use vacancy management to avoid compulsory 
redundancy,  

.  

d) Shared indirect costs will continue to fall in 2019-20, but the reduction will not 
fully offset the impact of losing the CMC jurisdiction in April 2019. 

e) The CMC budget has reduced by 34% largely a result of changes in the 
accounting treatment of case fee income and bad debt expenses where there is 
no possibility of recovery. The core CMC budget reflects the minimum critical 
mass of staff to manage incoming CMC calls and caseload efficiently.  

f) Pay increases reflect ongoing government pay restraint limiting increases to 1%. 
 

 
. 

g) We will decommission the existing case management system in Q4 2018-19 and 
will have dual running and storage costs for the year.  

36. We are forecasting the resolution of between 8,000 and 8,425 legal cases in 2018-
19.  This increase reflects two streams of work: 

 the work of our legacy team, which will be working through around 1,400 cases 
on our existing case management system; and  

 new cases started in the new business process and case management system 
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from April 2018 (we forecast accepting 7,500-7,900 new cases in 2018-19). 

37. Our staffing has been increased for the work of the legacy team and to meet 
increased core demand. We will also require further efficiency improvements to 
achieve sustainable performance and workloads by the end of 2018-19. 

38. We have considered alternative scenarios of demand at 10% below the central 
7,900 cases accepted scenario (7,110 cases) and 15% higher (9,085 cases). 

39. The budget and performance forecasts also assume staffing resource will be 
constrained by: 

 ongoing investment in the next phase of modernisation; and 

 training and development to support staff as role ready and to drive improved 
quality and effectiveness. 

4.2 Changes in response to stakeholder consultation feedback 

40. We published a consultation document on our 2018-19 Business Plan and Budget 
on 13 December 2017. Eight organisations responded whose feedback included: 

 a general recognition that increasing demand requires additional resource; 

 whether the case fee structure should be reviewed; and 

 support for our commitment not to use levy funds for work on extending 
redress to unauthorised providers. 

41. The final 2018-19 business plan will address feedback requesting more detail about 
KPIs, the final breakdown of the budget and the reduction in unit cost in 2018-19. 

42. We have maintained close contact with the Ministry of Justice about our budget and 
plans for 2018-19. We received a ‘letter of comfort’ of 12 January 2018  

, confirming MoJ support for our budget proposals subject to LSB approval.  

4.3 Distribution of resources, income and staffing  

43. Our total budgeted revenue expenditure for 2018-19 is £14.5m (net of inflation and 
estates costs/associated income), comprising £12.5m for the legal jurisdiction and 
£1.989m for CMC. The total OLC budget represents a reduction of £0.1m compared 
with the equivalent 2017-18 budget of £14.6m.  

44. There has been a net increase £0.9m in the legal jurisdiction budget which reflects 
the cost of tackling increasing demand during 2017-18, and our forecast of higher 
levels of demand continuing in 2018-19. The budget is broken down as shown in 
Figure 7. 
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Figure 7 – breakdown of the 2018-19 budget 

Element of budget Legal £m (%) CMC £m (%) TOTAL £m 
Casework 7.68 (61%) 1.13 (61%) 8.81 (61%) 
Feeding back to the profession 0.61 (5%) 0.10   (5%) 0.71   (5%) 
Overheads 4.21 (34%) 0.76 (34%) 4.97 (34%) 
TOTAL (net estates and inflation) 12.5 1.99 14.49 
INCOME -1.1 -0.19 -1.29 

45. Appendix 1 provides a breakdown of resources by jurisdiction and budget line, with 
a short summary of scope and any movement.  

46. The direct legal staffing budget has increased by 18 per cent (offset by reductions in 
communications, translation, bad debt and overhead recharges), which reflects: 

a) one-off investment in dedicated legacy resources (pool ombudsmen and 
short-term staffing to back-fill the legacy team) for the 2018-19 financial year; 

b) an increase in our core legal staffing; and  

c) provision for pool ombudsmen to provide flexible decision-making. 

47. It is important to see our overhead in context. It includes a number of shared costs 
which we apportion across both jurisdictions, but which are integral to front-line 
delivery. In particular, IT costs are largely direct telephony and case management 
costs. Overhead costs also include work to feedback to the professions and the 
data, insight and quality team. Without these shared direct costs, the ‘true’ overhead 
is around 20%. 

48. We continue to reduce total overheads by 2 per cent compared with 2017-18, while 
continuing to invest in modernisation, as a result of: 

a) a £0.16m annual net saving on estates costs by releasing half a floor for use 
by another agency from April 2018; additional income will offset gross costs; 

b) the decision not to replace the Director of Corporate Services directly; and 

c) further reductions in corporate support service staffing. 

49. Total overheads continue to fall in 2019-20, but the impact of CMC transition to FOS 
offsets those savings as fixed costs will be fully allocated to the legal jurisdiction.  

50. Building on the improved IT infrastructure and systems delivered in 2017-18, the 
next stage of our transformation will focus on digitising our service. In 2018-19, we 
will need to continue to invest in our IT infrastructure, focusing on: 

 developing an on-line complaint form to help assess complaints, signpost 
complainants and handle increased demand by more efficiently filtering out 
contacts we are unable to help; and 

 reducing Cloud storage costs and ensuring GDPR compliance.  

51. We are still in the investment phase of developing our IT infrastructure and face one-
off costs (£0.3m) during 2018-19 relating to running two CMS in parallel, 
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decommissioning the current CMS and establishing new managed service provision.  

52. We have increased budgets for training and recruitment. For training, this reflects 
our commitment to invest in quality, supervision and leadership. We increased the 
recruitment budget because of the strategic significance of effective recruitment and 
recognising that the budget has been set too low historically. 

53. In terms of income, there are two primary sources of income: 

a) case fee income – £1.3m across both jurisdictions based on case fees of 
£400 for chargeable cases (assuming closure of 8,425 and 1,750 cases in 
legal and CMC respectively); and 

b) estates income – additional income of £0.16m which offsets associated 
estates expenses from sub-letting 25% of our space to another public body. 

4.4a Split of revenue expenditure and allocation for feeding back to the professions 

54. The budget acceptance criteria requested a justification for the allocation of the 
budget to feeding back learning to the profession. This comprises the time of our 
Ombudsmen and costs associated with our work on insight, research, feeding back, 
stakeholder engagement and policy and communications.  

55. Data quality and assurance underpins feedback to the professions. We will complete 
ongoing development of a new business intelligence and insight tool during Q1 to 
enhance our insight and feedback to the professions, and share data with the 
regulators. The quality agenda focusses on recommendations from casework to 
influence improved complaint handling at first tier. 

56. As discussed at the LSB meeting in November, we have assured ourselves that the 
budget is sufficient to discharge our business plan objectives to feedback learning, 
while prioritising investment in addressing the challenges we face with our casework.  

57. In terms of value for money, our focus is on impact rather than inputs. MoJ spending 
controls preclude spending on external communications and engagement activity. As 
a result, our work necessarily uses staff time and low cost, effective and targeted 
communications, social media and engagement.  

58. Measuring the effectiveness of work to feed back is inherently challenging for the 
Legal Ombudsman as it is for other organisations. Our new KPI framework includes 
annual stakeholder feedback about whether the Legal Ombudsman provides value-
adding insight. We also have strategic measures about the impact and quality of our 
feedback activity, and our Klout social media score. Individual projects within this 
stream of our business plan have their own success criteria to measure and evaluate 
impact. 
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4.4b Capital expenditure 
59. The OLC’s levy funding includes depreciation of capital expenditure. The OLC has a 

separate capital expenditure budget delegation directly from the MoJ. 

60. Recent investments provide a solid foundation for more strategic exploitation of IT to 
deliver the aims of the new IT strategy approved by the OLC in December 2017, to: 

 extend the focus from internal IT improvement to better incorporate the needs 
of external customers (web complaint form, customer portal); 

 develop further efficiencies and economies in IT services; and 

 develop the organisation’s data, information and digital capability. 

61. Our capital budget for 2018-19 is £0.25m, 49% lower than 2017-18, and is broken 
down as shown in Figure 8. Our capital programme seeks to enable improved 
operational performance, customer service and staff morale. It also maintains our 
ability to refresh and enhance hardware/infrastructure on a rolling basis and provide 
equipment to new staff.  

Figure 8 – capital budget breakdown 

Element Budget 
(£k) 

Benefit 

Web-complaint form 
development 

30 Development of an interactive web complaint form to 
signpost complainants through the assessment process. 

Digital projects 50 Development of new website platform for digital services. 
End user devices 20 Rolling refresh of laptop/desktop computers. 
Business intelligence tool 40 Developing a business intelligence tool to interrogate case 

data building on CMS development. 
Infrastructure maintenance 30 Replacing end of life switches/flexible working technology.  
CMS Phase 2 50 Costs associated with second phase of developing new 

CMS. 
Use your own device 30 Flexible working, productivity and net estates cost reduction. 
TOTAL 250  

4.5 Key risks and mitigations 

62. The key strategic risks relevant to delivery of the budget and business plan are inter-
related risks around demand and recruitment/resourcing to deliver the scheme 
effectively. Our key mitigations are set out in the table below. 
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Risk Mitigation 
Demand - the major risk is that 
our forecast case load proves 
inaccurate. Increased demand 
has been a key challenge for 
LeO in 2017-18 and could 
affect performance levels and 
unit cost if demand is higher or 
lower than forecast. 

 Budget includes uplift in operational staffing to reflect increased demand. 
 Ring-fenced legacy team will tackle the cases awaiting allocation at the end of March 2018, 

allowing most staff to focus on new business process. 
 Modernising LeO changes provide a more flexible delivery model; further work to simplify and 

streamline our processes is underway. 
 Potential to increase our use of pool ombudsmen. 
 If demand increases more than 5% beyond budgeted levels we will need to adjust our expectations 

about KPI performance. 
Operational resourcing 
(legal) – high turnover 
materially impacts our 
performance, and increases 
cost, or we fail to recruit and 
train the additional staff we 
require sufficiently quickly. 
Sickness levels and 
paternity/maternity leave can 
also materially impact 
resources. 

 Increased operational establishment for 2018-19 to meet increasing core demand, and active 
recruitment underway. Continued use of rolling recruitment to bring in staff in advance of turnover. 

 Successful recruitment, training and on-boarding of pool ombudsmen to provide flexible decision-
making capacity to meet peaks of demand. 

 We are exploring strategic partnerships with academic institutions to develop our staff pipeline. 
 Supervision model pilot aims to reduce the lead time before staff new to role are productive and 

the time taken at the end of our business process. 
 Enhanced focus on workplace well-being to improve productivity and performance. 
 Impact of changes in staffing levels modelled through new operational capacity/forecasting model. 
 We have enhanced our employee value proposition to achieve a stronger offer and market position, 

particularly a new flexible working approach. 
 Re-procured occupational health provision from 1 April will help support staff well-being and 

manage sickness absence. 
Operational resourcing 
(CMC) - specific risks should 
staffing levels fall before 
transition. 

 Use of fixed-term contracts and agency staff to manage the transition and maintain the necessary 
critical mass of staff in the CMC jurisdiction.  

 Ongoing liaison with Financial Ombudsman Service, HM Treasury and staff to manage transition. 
 Contribute any OLC costs to the Lord Chancellor’s fee paper for 2019-20. 
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63. Using the new operational forecasting and capacity model, we have undertaken 
sensitivity analysis on the key variables. In particular, we have tested the sensitivity 
of the business plan to changes in demand (a 15% increase and a 10% decrease 
relative to the central case), changes in rates of staff turnover impacting active 
operational staffing, and changes in the profile of incoming case complexity.  

64. Timeliness performance is most sensitive to changes in demand, and improves at 
lower demand and is impacted by substantial changes in demand. There is also a 
sensitivity to increasing complexity, as complex cases take longer to investigate and 
result in more cases going to final decision. Increased complexity would negatively 
impact both timeliness performance and the number of cases awaiting allocation. A 
reduction in the proportion of complex cases would see KPI performance improve. 

65. Unit cost would be affected by changes in demand.  If demand fell, to contain unit 
cost we would need to consider in-year cost savings, for example holding vacant 
posts and reducing discretionary expenditure. If demand increased significantly, unit 
cost may reduce if we are able to maintain rates of case closure. We may also need 
to consider seeking in-year increases in resource and/or accept a higher unit cost 
than forecast. 

66. Our plans to respond to volume changes are as follows: 

Change Response 
Demand 
increases 

 An increase in demand for our service is likely to increase cases awaiting 
allocation, impact timeliness and customer satisfaction KPIs; it is also 
likely to reduce unit cost and increase case fee income.   

 We could process up to 10% more cases than budgeted but with a 
negative impact on performance; we would need to consider whether to 
set lower KPI targets which could impact confidence in our service.  

 If demand increased by more than 10%, operational sustainability would 
be materially impacted and we would need a short-term increase in 
resources. 

Demand 
reduces 

 If we were to experience a reduction in demand for our service, 
performance against timeliness and customer satisfaction KPIs would 
improve. However, the cost per case and investigation could increase. In 
addition, income via case fees would reduce which could impact on levy 
funding and Grant in Aid.  

 We would need to understand why demand was falling. Depending on 
whether this was due to a permanent shift in levels of demand.  

 Should there be a significant reduction in demand, we would manage 
vacancies and take steps to reduce expenditure to control unit cost. 

 We would consider setting higher KPI targets for timeliness. 
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Change Response 
Resourcing 
–higher 
turnover or 
sickness 
means we 
lack 
sufficient 
trained 
staff 

 Turnover and sickness creates opportunity costs for performance, with the 
need to reallocate cases, recruit and train staff new in role. 

 We will mitigate through rolling recruitment to recruit and train new staff in 
anticipation of future turnover, a streamlined approach to onboarding 
(supervision model and initial allocation to conveyancing work only), over-
recruitment and use of pool ombudsmen. We are also working on a 
strategic partnership with a local academic institution to improve the 
pipeline of potential recruits. 

 Should turnover be higher than the 12% assumed in the forecasting 
model, we will close fewer cases, cases awaiting allocation will increase 
and performance against KPIs will reduce because of the time to make 
staff new in role productive, and the impact of reallocations on productivity 
(both unallocated cases and the number of cases resolved).  

67. Case fee income depends on the numbers of cases resolved and the proportion 
(33%) of these which find poor service and therefore a case fee is payable. The 
income projection is sensitive to changes in both of these variables. 

68. Historically case fee income in the legal jurisdiction has been fairly consistent at just 
above £1m. Our 2018-19 legal budget reflects a similar level of income at £1.1m.  

69. CMC case fee income has reduced significantly in 2018-19 (to £0.2m) as a result of 
the change of application of our accounting policy for recognising income. This 
means a corresponding reduction in case fee income and bad debt expense, whose 
net effect on the budget is neutral. 

70. A change in case fee income could affect the amount of levy or Grant-in-Aid 
payable, depending on the jurisdiction. We would seek to manage costs to reduce 
the impact of this uncertainty and draw initially on any remaining deferred levy on the 
balance sheet.  

71. We have considered changes to the case fee structure, including the possibility of 
introducing tiered case fees. This assumed changes that were cost neutral and did 
not increase the cost of the scheme to the levy payer. Feedback from some 
stakeholders in response to our budget consultation highlighted issues associated 
with case fees, and views about where the burden of case fees should fall.  

72. Our 2018-19 business plan includes a review of the legislative framework, scheme 
rules and business process to maximise value for money. This will include a review 
of the impact of case fees, including on equality and diversity. However, we do not 
expect to seek changes to the case fee structure during 2018-19. 
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4.6 Cost savings and quality improvements as result of Modernising LeO initiatives 
73. Our unit cost is analysed in Appendix 3. Unit cost for 2018-19 will be in the range of 

£1,484 to £1,563 (net of inflationary uplift), as set out in Figure 9.  

Figure 9 – unit cost trends (legal jurisdiction) 

Legal jurisdiction 2013-14 2014-15 2015-16 2016-17 2017-18 
(budget) 

2018-19 
(budget) 

Cases resolved 8,055 7,440 6,416 6,573 7,000 8,000-8,425 
Cost (£m)  15.71 12.77 11.63 10.4 11.8 12.51 
Average unit cost 
(£) 

1,950 1,716 1,813 1,587 1,685 1,484-1,5631 

 

1 2018-19 expenditure is shown net of £0.16m estates costs/income from releasing 25% of our office to 
another public body from April 2018, and any MoJ inflationary uplifts, currently estimated as £0.135m. The 
gross budget will include both in addition to the figures above. 

74. We are forecasting closures in the range of 8,000 and 8,425. The lower end of the 
range (8,000) reflects the potential impact of a number of factors which have 
affected us since we made our original forecast of 8,425: 

a) lead times to recruit and for new staff, or staff new in role, to become fully 
productive; 

b) the decision not to pilot a delivery partner undertaking low complexity 
investigations due to legal constraints; 

c) increased unallocated cases to be processed by the legacy team as a result 
of Q3 and Q4 2017-18 impacts;and 

d) changes to our plans for transition to the new business process, have 
changed the profile of case closures. 

75. Our intention has been to focus on sustainable improvement reducing long-term cost 
through improved quality. Our new Chief Ombudsman is prioritising quality and 
sustainability, and is developing plans to accelerate quality improvement and further 
simplify our processes.  

76. After a year embedding our new business processes in 2018-19, we anticipate 
further efficiency gains as a result of the Modernising LeO changes. Phase 2 of 
Modernising LeO will focus on improving our service and will prioritise: 

 enhancing our service and delivering efficiencies by improving quality, further 
streamlining our ways of working and digital developments; 

 improving the quality, analysis, use and assurance of our data, reducing our 
information footprint and improving cyber security; and 
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 developing our people and ways of working. 

77. We have forecast reductions in operational staffing through natural wastage in 2019-
20 and 2020-21 as a result of process efficiencies, improved quality and the new 
CMS. This also depends on demand and case complexity being in line with 
forecasts. Improved IT infrastructure and stabilisation of the current CMS have 
already significantly reduced historical levels of unscheduled downtime which 
supports efficient processing by the legacy team and of work in progress as of the 
end of March 2018.  

78. These improvements are reflected in the projected 2019-20 budget which for the 
legal jurisdiction is expected to be £12.1m net of estates costs and income. 
However, overhead costs allocated to the legal jurisdiction will increase as a result of 
the loss of the CMC jurisdiction. Assuming projected case closures of 7,900, unit 
costs in 2019-20 are estimated at £1,528 net of estates costs and income, and 
inflationary uplifts. 

79. Unit cost will increase slightly in 2019-20 because the number of case closures 
reduces. We will achieve a reduction of £52 per case in total overheads, but 
operational staffing efficiencies will be largely offset by the impact of all overhead 
being charged to the legal jurisdiction assuming the loss of the CMC jurisdiction from 
April 2019.  

4.7 Future pay structures 
80. The recruitment market in Birmingham is buoyant. A number of similar organisations 

have been actively recruiting in large numbers, often at relatively attractive salaries 
and/or on full civil service terms and conditions not available to LeO staff. 

81. Turnover among operational staff remains high, at a rolling annual rate of 18%. This 
has materially impacted performance due to the time required to bring new 
investigators up to full productivity and the opportunity cost of reallocating cases (we 
reallocated 250 cases above forecast levels during Q3).  

82. This year’s staff survey results saw a marked fall in staff satisfaction with pay and 
benefits, which may reflect local labour market conditions. Evidence from exit 
interviews suggests workload and a perceived target culture is the main reason for 
staff leaving. Our staff survey results had a lower score on ‘I have an acceptable 
workload’ than any of the main comparator departments in the published statistics. 

83. Our pay policy requires us to undertake pay benchmarking every three years. That 
work has taken place for operational salaries. It confirms that although salaries are 
broadly within market ranges, they are generally at the lower end of market rates. 
This suggests the market benchmark has moved away from our pay scales which 
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84.  
. This is part of a wider strategic review by the new Chief 

Ombudsman of our delivery model, development pathways and staffing structure. 
 

. 
 
 

.  
.  

85. . A range of work has taken 
place to refresh our employee value proposition. Since November, we have 
launched a new flexible working policy,  

, and made a strong 
commitment to workplace well-being to drive improved productivity and engagement.  

4.8 Inflationary uplifts 
86. In 2017-18 we had to return to the LSB to secure approval to access inflationary 

uplifts to our budget figures applied by the MoJ, which caused delay and additional 
work for all parties. 

87. All figures stated in this paper are net of MoJ uplifts and assume LSB pre-approval 
of any additional MoJ uplifts to the agreed figures. MoJ have confirmed anticipated 
increases are estimated to add 1.5% (£135k) to the revenue budgets (which is within 
the tolerance set out in the budget acceptance criteria). This would increase the unit 
cost by approximately £16. 
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Appendix 1 – Breakdown of 2018-19 revenue budget 

 

Budget line Legal 
£’000 

CMC 
£’000 

Overhead 
£’000 

Total 
£’000 

Staff Costs 7,478 1,069 2,513 11,060 

Training 40 10 126 176 

Recruitment 16 10 85 111 

Travel & Subsistence 4 5 31 40 

Fees (internal and external audit, 
service complaint adjudicator, 
legal fees, licences) 

0 10 163 173 

Print, Post, Scan & Translation 200 35 11 246 

Research, surveys 81 40 106 227 

Premises - net of income   452 452 

IT & Telecoms   1,443 1,443 

Bad debt 48 35  83 

Other (Bank charges, books & 
publications) 

  15 15 

Interest receivable   -27 -27 

Depreciation   490 490 

Reallocation of Overhead 4,633 775 -5,408 0 

Total Costs 12,500 1,989 0 14,489 
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Appendix 2 – breakdown of staff numbers and costs 
2018-19   Legal CMC Corporate Establishment Legal CMC Corporate total 
   FTE FTE FTE FTE £'000 £'000 £'000 £'000 
Operational management  6.28 1.98   8.26 326 95   421 
Senior Ombudsman   3 0   3 190 0  217 
Level 2 Ombudsman  10 0.5   10.5 551 27  551 
Ombudsman pool  2.4 0   2.4 185 0  185 
Level 1 Ombudsman   28 2   30 1,046 86  1,132 
Team leaders  9 2   11 426 99  525 
Investigators  110 19   129 3,699 706  4,405 
General Enquiry Team  14.0 2.0   16 404 55  459 
Legacy team1   15.6 0.0   15.6 615 0  615 
Total establishment operational   197.78 27.48  225.26 7,442 1069  8,511 
Executive       3 3   215 215 
OCLO       7.81 7.81   403 403 
Legal       5 5   209 209 
Data & Insight       3.6 3.6   184 184 
Quality       1.6 1.6   79 79 
HR       5.76 5.76   261 261 
Facilities management    2 2   50 50 
Finance       4 4   186 186 
IT       11 11   535 535 
Portfolio Management Office       2 2   104 104 
Total establishment corporate       45.77 45.77   2,226 2,226 
TOTAL ESTABLISHMENT   197.78 27.48 45.77 271.03 7,442 1,069 2,226 10,737 
Parental leave / apprenticeship levy / non-consolidated bonus             324 
Total staff costs                 11,060 

1 The final allocation of staff between the core operational and legacy teams will be managed flexibly within the overall operational establishment  
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Appendix 3 - Unit cost analysis 
 
The table below shows that the unit cost for 2018-19 reduces largely as a result of the 
increase in the forecast number of case closures during the year. There are also reductions in 
our overhead costs as a result of changes made, particularly the net reduction in our estates 
cost (£20 a case). 
The indicative unit cost increases in 2019-20 because the number of case closures reduces. 
Although there will be a reduction in total overheads of £52 per case, this is largely offset by 
the impact of all overhead being charged to the legal jurisdiction after the assumed loss of the 
CMC jurisdiction from April 2019. We are assuming a reduction of £100 per case in 
operational staffing.  

 

Legal 
jurisdiction 

2013-14 2014-15 2015-16 2016-17 2017-18 
(budget) 

2018-19 
(budget) 

2019-20 
(indicative) 

Cases 
resolved 

8,055 7,440 6,416 6,573 7,000 8,000-
8,425 

7,900 

Average 
unit cost (£) 

1,950 1,716 1,813 1,587 1,685 1,484-
1,563 * 

1,528 * 

 

* Net of MoJ inflationary uplifts and estates expenses/income for space released to another public body from 1 April 2018. 
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Appendix 4 
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