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Purpose of the paper 
 
1. The Board is invited to comment on the OLC’s draft budget and business plan 

for 2021/22. OLC intends asking for a budget of £15.260 million in 2021/22, 
representing an annual increase of 19% (£12.808 million in 2020/21). 
 

2. No decision on the budget is required today; the Board will be asked to set the 
OLC’s budget at its March 2020 meeting. 
 

3. OLC representatives will be in attendance. 
 

Recommendation 
 
4. The Board is invited to: 
 

• Comment on the OLC’s budget paper and identify any issues or concerns 
with the information presented, which it wants further assurance on. 
 

• Agree to finalise the budget acceptance criteria with no changes. 
 
Background 

 
5. In accordance with the Legal Services Act 2007, schedule 15 para 23, before the 

start of each financial year the OLC must adopt an annual budget which has 
been approved by the Board.  
 

6. At this stage, and as in previous years, the OLC are sharing with the Board their 
initial assumptions and the outcome of their internal planning on their budget. 
The OLC has produced the paper at Annex A for the Board but is consulting 
publicly on its draft business plan and budget in parallel. The OLC’s consultation 
is available in VBR should the Board wish to refer to it. 
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7. As an additional step in the process this year, the OLC shared an early high-
level version of their plans with a sub-group of Board members on 12 October).  
 

8. The Board will be aware that the OLC is funded by a levy on approved regulators 
which must be approved by the Lord Chancellor. 
 

9. The Board will recall setting a standstill budget in 2020/21 after the OLC had 
originally proposed (but ultimately withdrew) a 21% budget increase. The OLC 
Chair carried out a budget learning review exercise immediately upon taking up 
her role, which has informed the process for this year’s budget. As an executive, 
we have also drawn out the learning from this review to inform our approach. 

 
Draft budget acceptance criteria 
 
10. Under the terms of the LSB-OLC-MoJ tripartite operating protocol, we sent draft 

budget acceptance criteria to the OLC on 26 August. The purpose of these 
criteria is to ensure that the Board ultimately has all the information it needs to 
make a sound decision at the March 2021 meeting. 
 

11. We have made significant changes to the draft criteria (attached at Annex B) 
since last year. This reflects developments in the LSB’s oversight approach, the 
budget learning review and some simplification of the existing criteria.  
 

12. On page two of its paper, the OLC has produced a reference table mapping 
sections of the paper against the draft acceptance criteria. 
 

13. The criteria should be finalised following this Board meeting to enable the OLC 
to prepare its full submission. Following a review of the OLC’s paper we do not 
propose making any changes to the draft criteria. 

 
OLC’s draft proposal 
 
14. The OLC is proposing a budget of £15.260 million for 2021/22, representing an 

increase of 19% (£12.808 million in 2020/21). The OLC has indicated a preferred 
direction of travel for the following two years (a further 6% increase in 2022/23 
before falling back slightly in 2023/24).  
 

15. The OLC has identified three key deliverables that the budget will support: 
 

• Maintain stable operational delivery and reduce wait times at pre-assessment 
by the end of the strategy period 

 

• Develop innovative ways to deliver their service more efficiently and to keep 
pace with evolving legal sector and consumer expectations 

 

• Increase the impact of their casework 
 

16. The table below summarises the headline figures in the OLC’s draft budget 
based on material in its paper. The OLC’s paper sets out the historical position 
and notes that its current budget is significantly less than in the early years of the 



         Board Paper (20) 58 

Legal Ombudsman’s operation. Appendix J in the OLC’s paper models the 
impact of a smaller or bigger budget on the performance trajectory. 
 
 

Table – Headline draft proposal 
 

 2020-2021 2021-2022 
(submission) 

2022-2023 
(indicative) 

2023-2024 
(indicative) 

Total budget £12.808m £15.260m £16.164m £15.756m 

Average 
Investigator 
establishment 
(FTE) 

102 126 147 132 

Cases 
accepted for 
assessment 

7,978 7,400 7,200 7,200 

Cases 
accepted for 
investigation 

4,432 7,351 9,139 7,620 

Cases Closed 4,851 7,135 9,139 7,620 

PAP volume by 
(end of year) 

4,968 4,200 1,245 0 

 
 

17. We draw the Board’s attention to the following issues: 
 
• Demand is expected to remain consistent, although the Legal Ombudsman 

does not yet have a long-term demand forecasting model and Covid-19 
creates uncertainty about future caseload volumes. It is unclear how OLC 
would respond in the event of volume fluctuation. OLC’s analysis shows that 
even a small change in demand or productivity will dramatically affect its 
ability to deliver reductions in the pre-assessment pool and wait times.  
 

• The scale of the performance challenge, in particular the pre-assessment 
pool is projected to grow to nearly 5,000 by the end of 2020/21 (doubling in 
12 months) with wait times of over six months for low complexity work. Wait 
times for medium and high complexity work are expected to be nearly a year. 
 

• A core strand of the OLC’s narrative is that a significant and sustainable 
improvement in output, productivity and wait times cannot be achieved within 
a twelve-month period and without putting an unacceptable risk on the Legal 
Ombudsman’s staff, reputation and commitment to quality. The OLC submit 
that to achieve the improvement sought, and to do so in a sustainable 
fashion, a significant investment in the Legal Ombudsman’s resources will be 
required over the remainder of the current three-year strategy period.  
 

• The large part of the investment in 2021/22 will be on investigator staff with 
this cohort increasing in number by nearly 50% by 2022/23.  
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• The projected improvement trajectory shows that some of the big gains for 
customers are unlikely to materialise until 2022/23. The pre-assessment pool 
will still be over 4,000 at the end of 2021/22, although a significant increase in 
cases accepted for investigation is projected. The OLC projects wait times for 
all complexities of under 75 days by the end of the strategy period and then 
effectively eliminated by 2023-2024. 

• Issues of attrition and staff engagement are a key underlying cause of the 
performance situation. While its attrition rate is currently just under 18%, in 
the recent past it has been significantly higher within the Investigator cohort. 
The new OLC Chair has brought a strong focus on people and there are 
recent signs of improved staff engagement. However, it is possible that 
Covid-19 is suppressing attrition and the organisation remains fragile.  

• The OLC’s initial focus continues to be on stability, incremental improvement 
and optimising existing processes. However, it has identified opportunities to 
invest in technological innovation and explore alternative delivery models, 
such as adjudication. Further information on approach, timetable and 
expected benefits would be welcome in the final budget submission. 

• OLC plan to focus more resource on Impact and Insight work. It argues that 
marginal additional investment in this work will enable the Legal Ombudsman 
to significantly increase its output, profile and influence. This has been a key 
focus of interest for the Board in previous budget rounds. 

• Appendix K of the OLC’s paper describes how the budget it intends to ask for 
would advance equality and diversity. There are parallels between the OLC’s 
plans to collate data in relation to differential outcomes and the Board’s 
emphasis on the need for regulatory bodies doing this in relation to sanctions. 

 

18. Clearly, the OLC cannot fully address the budget acceptance criterion on 
stakeholder engagement until after concluding its public consultation exercise. 
Nevertheless, the OLC’s early engagement suggests that the profession is keen 
to see performance improve but is unlikely to welcome an increase in budget. 
The exceptional circumstances caused by Covid-19 are relevant context. 
However, the views of consumer organisations will also be important to consider. 
 

19. As the OLC notes in its paper, the incoming Chief Ombudsman and Chief 
Operating Officer are likely to bring fresh ideas and ways of working with them 
when they join the Legal Ombudsman in early 2021. The Board will wish to be 
assured that the business plan on which the final budget is based will be what is 
delivered in practice, acknowledging the need for the OLC to have appropriate 
flexibility to adjust its plans. 
 

20. Appendix L to the OLC’s paper describes the governance around the budget. 
The benefits of stronger governance and project management compared to last 
year’s process are apparent. However, we should clarify the role of the OLC’s 
ARAC in developing the budget application. 
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Reserves 
 
21. The Board recently considered the issue of access to OLC’s reserves in relation 

to its in-year budget variation request. The OLC has considerable reserves, 
which far exceed the likely cost of winding down the organisation (a useful 
benchmark in assessing the prudence of reserves). In the context of Covid-19, if 
the OLC could access its reserves this would enable it to fund its transformation 
programme without adding to financial pressures on the sector. We understand 
there are technical reasons relating to HM Treasury guidance that present 
difficulties, but that Ministry of Justice officials are exploring this. Given the 
exceptional circumstances, it is imperative that OLC and LSB work together to 
continue to explore this issue with government officials. 

 
Initial conclusions 
 
22. The executive is not in a position to make a recommendation on the budget until 

the OLC confirms the final amount it intends to seek, and all the information that 
the Board needs is provided. This includes stakeholder responses to the OLC’s 
consultation, although stakeholder support is not determinative. 
 

23. The OLC submit that to achieve the improvement sought, and to do so in a 
sustainable fashion, a significant investment in the Legal Ombudsman’s 
resources will be required over the remainder of the current three-year strategy 
period. The OLC has new leadership, the Legal Ombudsman executive team is 
being strengthened and progress is being made in addressing the underlying 
institutional weaknesses identified in the 2020-21 funding round. However, the 
challenges facing the Legal Ombudsman remain significant. The Board has also 
stated that ultimately if it becomes evident that the Legal Ombudsman scheme, 
however well-led, is not capable of delivering for consumers to the required 
standard, alternatives to the current model must be contemplated. 
 

24. The Board’s decision in March is likely to be finely balanced. The dilemma is that 
the performance situation has created a lack of confidence in the scheme, but 
without the resources necessary to offer the opportunity for sustainable recovery 
the sector will have to accept less progress at a slower pace than is desirable. 
This may have consequences for public and professional confidence as well as 
lead to more delay for the Legal Ombudsman’s customers. If OLC is to make a 
convincing case for further investment, it will need to offer assurance on the 
substantive transformation programme, in particular plans to explore alternatives 
to existing delivery models within the current legislative framework. 

 
Next steps 
 
25. We should finalise the budget acceptance criteria shortly after the Board 

meeting. No changes are proposed, but should the Board wish to make 
changes, it is proposed that the Chair and the CEO approve the final criteria. 
 

26. The OLC commenced its formal external consultation on its 2021/22 budget and 
business plan on 4 November and this will run until 15 January 2021. 
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27. The Board will be asked to approve the OLC’s final budget at its meeting in 
March 2021. 

 
 
Annexes 
 
Annex A: OLC’s paper on its draft budget and business plan 
Annex B: LSB’s draft budget acceptance criteria 
 
 

Risks and mitigations 

Financial: 
The OLC will consult on its new business plan and budget for 
2021/22 and will need to demonstrate that it will have sufficient 
resources to deliver against its Plan. 

Legal: 
N/A  
 

Comms and 
engagement: 

There is significant interest in the Legal Ombudsman’s 
performance. The proposed 19% increase to the budget has 
attracted adverse media comment but it will be important to see 
the full range of considered responses to the OLC’s consultation.  

Equality and 
diversity: 

Appendix K to the OLC’s paper describes how the budget it 
intends to ask for would advance equality and diversity. 

Resource: N/A  

 
 

Freedom of Information Act 2000 (FoI) 

Para ref FoI exemption and summary Expires 

None   

 
 

 


