





This material has two parts — a medium term financial plan comprising budget scenarios for 2015 and 2016 and the 2014 Budget.

Three Year Budget Scenarios

For the first time, the Society’s annual budget includes a forecast of revenues, expenses and annual fees for the next three years. This
presents Convocation with the financial implications of decisions made in the 2014 budget for 2015 and 2016. This budgetary process
will continue with each succeeding budget providing the current year budget and projected estimates for following years. This will
enable Convocation to engage in longer term financial planning and provide lawyers and paralegals with guidance on the future
direction of the annual fee.

ACHIEVEMENTS

Addressing Convocation Priorities and Fiscal Prudence

The budget has been prepared to address the priorities of Convocation established in 2011 for the 2011-2015 Bencher term.
Access to justice

Competence and professional standards

Equity, diversity and retention

Tribunal issues

Business structures / law firm financing

Professional regulation

SourwNdE

The Society has engaged in a review of operations with the intention of improving the efficiency of its program delivery and
administrative activities and procedures. This review has already reaped the benefits of administrative consolidation resulting in
staffing reductions and cost savings reflected in 2014, with additional savings expected in future years.

Annual Fee Stability

Since 2005, lawyers (paralegals since 2008) have experienced an increase in their annual fee each year. Although these increases have
been relatively modest year over year, the total fee for lawyers increased by $410 to $1,851 between 2005 and 2013. The 2014 budget
increases the annual fee to $1,866 for lawyers, an increase of less than 1%, and holds the annual fee at $996 for paralegals. The
scenario for 2015 and 2016 maintains the annual fee for lawyers and paralegals at these levels.
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Reduced Use of Fund Balances to Mitigate Annual Fees

In past years the Society has utilized the accumulated fund balances of the General and Compensation funds to mitigate fees. In 2013,
the total of fund balances utilized was $5.4 million representing just over 5% of the Society’s total budget. While utilizing fund
balances to mitigate fee increases is an accepted practice in not-for-profit budgeting, it is by its nature a short-term funding mechanism
that cannot be sustained for an extended period of time. In 2014, the use of General and Compensation fund balances to mitigate
annual fees is reduced to $1.5 million and declines to $413,000 in 2016.

Fund Balance Policy

In 2014, the annual fee will be due on March 1%, one month earlier than in 2013 and two months earlier than in 2012. This change has
significantly reduced the Society’s exposure to cash flow risk. Convocation’s approved fund balance policy requires that a minimum
of two months and a maximum of three months operating expenses be maintained in the General Fund balance. For current 2014
projections, that would translate into a minimum of $14.8 million and a maximum fund balance of $22.2 million. Given the significant
reduction in cash flow risk, it is reasonable to maintain the General Fund balance at or near the lower range of the spectrum. The
budget scenarios maintain a General Fund balance at the two month minimum through 2016.

Investment in Information Systems

The budget earmarks a substantial funding pool ($8 million) in the Capital Fund to invest in information systems over the next three
years. The Society must enhance its current level of technology to meet the growing demands of the digital age. The pool earmarked
for technology enhancements will be utilized as projects intended to improve efficiency and effectiveness are identified and approved.

LAWYER LICENSING PROCESS

Pathways Pilot Project

The lawyer licensing process is undergoing major change and, at the time of drafting, the financial implications of the changes are
unknown. The budget scenario assumes that the licensing process fee will be set to cover the full cost of the program net of any
contribution from the Law Foundation of Ontario and any contribution from lawyers.

The budget scenario revenues and expenses (including allocated administrative costs) associated with the lawyer licensing process are
based on 2013 budgeted activity. The actual cost of the new program and the full impact on the fee charged to candidates is still to be
determined.
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The development costs of the new program are assumed to be $500,000 and are incorporated in program expenses allocated entirely to
lawyers. These costs are assumed to be a one-time cost and are eliminated from the budget projections in 2015.

In November 2012, Convocation approved an appropriate member contribution to help defray costs of the pilot Pathways project. The
actual amount of this contribution is still to be recommended by the Professional Development and Competence Committee but a
preliminary $1 million contribution from lawyers has been included in these budget scenarios. This will reduce the fee for licensing
candidates by approximately $500, assuming 2,000 candidates in 2014,

CONTINUING PROFESSIONAL DEVELOPMENT “CPD” REVENUE

CPD revenue has exceeded budget in each of the last three years. For 2014 and beyond, $1.0 million has been added to budgeted CPD
revenue to reflect actual results over the past three years.

SIGNIFICANT PROGRAM CHANGES INCLUDED IN SCENARIOS

As approved by Convocation, a nominal charge for professional responsibility programming, generates an additional $1.3 million in
revenue starting in 2014.

Changes to the spot and focused audit program approved by Convocation generate savings of $500,000 over 2014 and 2015.

The Law Society's funding of LibraryCo has been maintained at the 2013 amount of $7.5 million for 2014. The Law Society remains
committed to a viable library system and will be exploring potential efficiencies and other sources of funds to supplement the
LibraryCo levy. To this end, there have been meetings with stakeholders and a working group of these stakeholders has been
established. The budget scenario reductions of $500,000 in each of 2015 and 2016 are intended to indicate a direction only while we
await the results from the stakeholder working group.

The contingency is reduced from $1.0 million in 2014 to $250,000 in 2015 and beyond.
Also it is assumed, that effective 2015, credit card payments will only be accepted through a third party payment processor that will

charge processing fees directly to the credit card user and not to the Society. This will remove approximately $1.0 million from
expenses in 2015 and beyond.
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CAPITAL EXPENDITURE FUNDING

For many years the Society has incorporated a capital levy in its annual fee to provide a source of funds to maintain and upgrade its
facilities at Osgoode Hall and to acquire, maintain and upgrade information technology in support of operations. The levy has been set
at $85 for the past few years. Over the years, management has attempted to restrain capital spending to the amount raised by the
annual levy without a detailed assessment of capital needs extending out over a number of years. This is particularly true in regard to
information systems.

The Society has recently undertaken a review of its information systems governance procedures, management, skill requirements and
physical assets. The Society will require a significant investment in information technology over the next several years in order to
achieve efficiencies in its operations and to meet the expectations of members and the public in terms of accessing information and
interacting with the Society. Increasingly, these expectations include the use of electronic communications, electronic data collection
and dissemination and the transition of processes that have been traditionally paper based to electronic formats. Meeting these
expectations will require significant financial resources and effort.

Steps have been taken as part of the operational review to address the management structure of information systems and a governance
structure for managing the establishment of priorities and monitoring progress on activities is under development.

The budget scenarios presented include a provision of $8.0 million ($6.0 million transferred from the General Fund balance to the
Capital Fund and $2.0 million from the existing Capital Fund balance) dedicated to the revitalization of the Society’s information
systems over the next three years. Details of proposed capital spending beyond 2014 are not included but will be presented to the
Audit & Finance Committee for consideration and recommendation to Convocation upon completion of management’s planning.

FINANCIAL OUTCOMES

i.  The 2014 budget increases the annual fee by $15 to $1,866 for lawyers and holds the annual fee at $996 for paralegals. The
forecast for 2015 and 2016 maintains the annual fee for lawyers and paralegals at these levels.

ii.  The use of General and Compensation fund balances to mitigate annual fees is reduced from $5.4 million in 2013 to $1.5
million in 2014 and declines to $413,000 in 2016. The balance of the lawyer General Fund at the end of 2013 is projected to be
$19.6 million. After the proposed transfer to the Capital Fund ($6 million), the fund balance at the end of 2014 will be $13.2
million. Together with the paralegal General Fund balance ($1.3 million), this will comply with the fund balance policy
approved by Convocation.
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Earmarks $8 million in the Capital Fund for critical information systems development and upgrades from 2014-2016 allowing
the capital levy, currently $85, to be dedicated solely to facilities projects for the period 2014-2016. This being the case, the
levy could be reduced to $50 in 2014 and gradually restored to an appropriate level to maintain the Society’s facilities and
information systems infrastructure.

Maintains the transfer to LibraryCo at the 2013 level of $7.5 million for 2014; reduced to $6.5 million by 2016.
Compensation fund balances remain in a strong position to absorb an extraordinary defalcation.
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Revenue
Annual fee revenue
Licensing process
CPD and other revenue
Fund Balances
Total Funding
Expenses
General fund
Capital fund
LibraryCo
Compensation Fund
Total Expenditures

Law Society of Upper Canada
2014-2016 Budget Scenario

Lawyers and Paralegals

Approved Approved Projected Projected
2013 2014 2015 2016
Budget Budget Budget Budget

71,758,050 73,731,200 75,178,210 76,590,980
7,494,600 6,753,800 6,842,640 7,035,540
18,789,900 19,637,000 19,833,370 20,043,710
5,401,000 1,506,400 492,230 413,000
103,443,550 101,628,400 102,346,450 104,083,230
89,843,800 89,405,500 88,552,150 90,024,380
3,455,250 2,077,500 2,631,900 3,381,300
7,498,000 7,498,000 7,000,000 6,500,000
2,646,500 2,647,400 2,647,400 2,647,400
103,443,550 101,628,400 100,831,450 102,553,080

Annual fee revenue is based on a consistent levy of $996 for paralegals and for lawyers: $1,851 in 2013 and 51,866 thereafter
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Law Society of Upper Canada
2014-2016 Budget Scenario

Lawyers
Approved Approved Projected Projected
2013 2014 2015 2016

Revenue Budget Budget Budget Budget
1 |Annual fee revenue 67,725,300 69,400,000 70,545,620 71,657,240
2 |Licensing process 6,186,700 5,446,700 5,521,110 5,671,410
3 |CPD and other revenue 17,799,500 18,409,400 18,593,490 18,785,430
4 |Fund Balances 4,551,000 1,153,200 433,000 413,000
5 |Total Funding 96,262,500 94,409,300 95,093,220 96,527,080

Expenses
6| General fund 83,118,000 82,514,900 81,698,220 82,965,330
7| Capital fund 3,111,000 1,860,000 2,343,600 2,995,200
8| LibraryCo 7,498,000 7,498,000 7,000,000 6,500,000
9| Compensation Fund 2,535,500 2,536,400 2,536,400 2,536,400
10 |Total Expenditures 96,262,500 94,409,300 93,578,220 94,996,930
11| Full Fee Paying Equivalent Lawyers 36,600 37,200 37,800 38,400
2014 Budget Summary Page 9



Law Society of Upper Canada
2014-2016 Budget Scenario

Paralegals
Approved Approved Projected Projected
2013 2014 2015 2016
Revenue Budget Budget Budget Budget
1 |Annual fee revenue 4,032,750 4,331,200 4,632,590 4,933,740
2 |Licensing process 1,307,900 1,307,100 1,321,530 1,364,130
3 |CPD and other revenue 990,400 1,227,600 1,239,880 1,258,280
4 |Fund Balances 850,000 353,200 59,230 -
5 |Total Funding 7,181,050 7,219,100 7,253,230 7,556,150
Expenses
6| General fund 6,725,800 6,890,600 6,853,930 7,059,050
7| Capital fund 344,250 217,500 288,300 386,100
8| Compensation Fund 111,000 111,000 111,000 111,000
9 |Total Expenditures 7,181,050 7,219,100 7,253,230 7,556,150
10| Full Fee Paying Equivalent Paralegals 4,050 4,350 4,650 4,950
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THE LAW SOCIETY OF UPPER CANADA

Fund Balance Projections
For years 2013-2016

($000's)
E&O
General Fund Compensation Fund | Capital | Investment

Lawyer * | Paralegal | Lawyer | Paralegal| Fund Income
Projected December 31, 2013 $ 19,622 $ 1,613 (525,001 $ 400(S 2,000]( S 2,500
Transfer to Capital Fund -S$ 6,000 S - S - S - S 6,000(S -
Investment Income 2014 S 1,000
Dedicated to IT upgrades 2014-2016 -$ 3,000
Proposed 2014 fee mitigation -S 446 -S 313 |-$ 707 -$ 40 | S - -$ 1,500
Projected December 31, 2014 $ 13,176 $ 1,300 | $24,294 S 360 | $ 5,000 ]S 2,000
Investment Income 2015 S 1,000
Dedicated to IT upgrades 2014-2016 -$ 3,000
Proposed 2015 fee mitigation -S 433 -59( S -
Projected December 31, 2015 $ 12,743 $ 1,241 524,294 S 360 | $ 2,000 | S 3,000
Investment Income 2016 S 1,000
Dedicated to IT upgrades 2014-2016 -S 2,000
Proposed 2016 fee mitigation -S 413 S - S -
Projected December 31, 2016 $ 12,330 S 1,241|5$24294 S 360 (S - S 4,000

* includes working capital reserve of $10.7 million

2014 Budget Summary

Page 11













The budget request for Convocation, Policy and Outreach is at $9.9 million. Payments to the Federation and CanLII are increasing by
just over a total of $100,000. Equity and Communications’ program expenses are declining by a total of $260,000. The budget for
bencher remuneration and expenses is being reduced by $275,000 reflecting trends in the past year.

The budget request for Services to Members and the Public is at $16.3 million. The major change in this area is the reduction in the
net cost of the Members Assistance Plan by $323,000. After the first year of operation of the new program it is apparent that the
original budget was conservative so both the underlying cost and LAWPRO’s contribution to the program are being reduced.

The budget request for Corporate Services & Administration is at $22.9 million. The major changes are that Legal Affairs is adding
two employees and reducing their external counsel budget by $130,000. There are also staff reductions in Human Resources,
Information Systems and Security Services.

The budget provides $400,000 (2013 budget: $400,000) for payments to lawyers in small firms or sole practice under the Parental
Leave Assistance Program.

The Society’s contingency allowance to provide funding for unanticipated events or activities that occur throughout the year is
maintained at $1.0 million.

General Fund Balance

In May 2013, Convocation approved policies to manage the size and use of the Law Society’s lawyer General and Compensation
Fund balances maintaining the sum of the lawyer General Fund balance (now including the Working Capital Reserve) at no less than
two, and no more than three months of General Fund budgeted expenses. The projected balance of the lawyer General Fund at the end
of 2014 is $13.2 million, at the low end of the approved range. This projected balance is after a proposed $6 million transfer to the
Capital Fund as part of the Information Systems improvement initiative.

The balance in the paralegal General Fund balance is projected at $1.3 million at the end of 2014. This is viewed as appropriate
although no formal fund balance management policies have been adopted due to the size of the balance and limited operational
history.
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Compensation Fund

The budget for 2014 sets the allowance for claims at $2.45 million (2013 budget: $2.45 million) for lawyers and $111,000 (2013
budget: $111,000) for paralegals. The Fund’s actuary indicates this level of claims experience is consistent with routine, recurring
claims levels for lawyers over the past ten years and a reasonable estimate for paralegals given the six years of historical data.

LibraryCo Inc.
The Law Society’s budget provides for $7.5 million funding for LibraryCo, the same as in 2013.

Other Canadian Law Society Fees

The Law Society’s current and proposed annual lawyer fee is $1,866. Although it is difficult to compare annual fees with other
Canadian law societies because of the difference in the numbers of members and responsibilities, the following are some of their most
recent fees: Law Society of Alberta - $1,760, Manitoba - $2,025 and Nova Scotia - $1,795. At the Law Society of British Columbia,
possibly the Law Society of Upper Canada’s closest comparator, the proposed 2014 practice fee is $1,940 (an increase of 2.5% from
2013).

Operational Summaries

Professional Regulation Division

The Law Society’s Professional Regulation division carries out a variety of activities, including working with complainants, lawyers
and paralegals to resolve complaints received by the Law Society, and when necessary, undertaking investigations that may result in
disciplinary prosecutions. In addition, the division provides Trustee Services for the practices of lawyers and paralegals who are
incapacitated by legal or health reasons.

The Professional Regulation predicted intake of new cases in Professional Regulation is expected to follow historical trends increasing
at an average rate of 2.5% for Intake, Complaints Resolution, Investigations and Discipline, although as of September 2013 the intake
has increased by 7% as compared to the first three quarters of 2011. It is expected that incoming new complaints can be absorbed by
the existing staff resources. The Discipline department’s inventory of current cases has continued to remain high as cases require
more hearing days to complete.

The 2014 Professional Regulation budget request includes no new positions. The Division will rely on new processes and strategies to
maintain a stable input/output throughout 2013 and 2014. The need for outside counsel and expert witnesses has reduced in 2013 and
will be further reduced in 2014. This is in part due to the completion of hearings in two major cases. In addition, the costs for outside
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counsel are more stable as a result of greater reliance on specific firms with expertise in mortgage fraud and unauthorized practice,
which are able to provide services at a reduced rate. To reflect this, the outside counsel and expert witness budget has been reduced to
$2 million for 2014 (from $2.4 million in 2013 and $2.7 million in 2012).

Compliance

Complaints Services is the starting point for all complaints about lawyers and paralegals. Administrative Compliance administers
most of the Law Society’s by-law driven processes. There are no significant changes to this department’s budget in 2014. By-law
Administration Services is responsible for the annual member filing process and a number of other by-law driven processes. The
introduction of several new administrative suspension types and the reduction in default periods is increasing activity. The staffing
composition is gradually being upgraded from Representatives to Law Clerks and one position is being transferred to Client Service
Centre Administration, reducing BAS headcount from 10 to 9.

Tribunals

The Tribunals Office supports the Law Society tribunals, including scheduling and clerking hearings, reviewing and serving tribunal
orders, reviewing and publishing written and oral reasons of the tribunals and responding to enquiries about the hearings process and
the status and results of hearings.

The 2014 budget also includes the new office of Tribunals Chair. The Chair is responsible for the overall implementation of the
strategic direction and performance of tribunals, including Hearing and Appeal Panels, in conformity with the provisions of the Law
Society Act and Convocation’s policies.

The 2014 Tribunals budget provides a total budget for Tribunals of $2.3 million (2013 budget: $1.9 million) with FTEs increasing
from 11 to 14 with the specific inclusion of the office of the Tribunals Chair. Some program expenses have decreased by a total of
$231,000 to better reconcile with the recent history for adjudicator remuneration and disbursements and due to fewer lengthy and
complex hearings.

Professional Development and Competence Department
The Professional Development and Competence (“PD&C”) department is responsible for all activities relating to licensing,
Continuing Professional Development, practice management support and remedial competence for lawyers and paralegals.

The 2014 PD&C budget increases revenues from $14.8 million to $16.5 million. CPD revenue has exceeded budget in each of the last
three years so for 2014, $1.0 million has been added to budgeted CPD revenue to reflect actual results over the past three years.
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A nominal charge for professional responsibility programming generates an additional $1.3 million in revenue.

The lawyer licensing process is undergoing major change and, at the time of drafting, the implications of the changes are unknown.
The 2014 budget assumes that the licensing process fee will be set to cover the full cost of the program net of any contribution from
the Law Foundation of Ontario and any contribution from lawyers. The LFO grant has decreased by 30%. In November 2012,
Convocation approved an appropriate member contribution to help defray costs of the pilot Pathways project. The actual amount of
this contribution is still to be recommended by the Professional Development and Competence Committee but a preliminary $1
million contribution from lawyers has been included for 2014. This will reduce the fee for licensing candidates by approximately
$500, assuming 2,000 candidates in 2014. Other revenues and expenses associated with the lawyer licensing process are based on
2013 budgeted activity with the exception of a one-time development cost of the new program estimated at $500,000 and incorporated
in program expenses.

Changes to the spot and focused audit program generate net savings of $320,000 in 2014. Operating and program expenses for the
Great Library are effectively stable.

Policy Secretariat

Policy is responsible for a number of functions important to the corporate interests of the Law Society, including policy development
and Convocation support. Staff acts as secretaries to committees, task forces and working groups. Policy Counsel are responsible for
developing policy ideas, including research, consultation with stakeholders, and writing reports. The Director of Policy and Tribunals
acts as Secretary to Convocation.

The Policy Secretariat also contributes time and expertise to the work of the Federation of Law Societies of Canada.

There are no significant changes in staffing numbers, operating or program expenses for Policy in 2014 with expenses totaling $1.2
million.

Bencher / Treasurer Expenses and Remuneration
The total budget for Bencher and Treasurer’s expenses has decreased from $3.4 million in 2013 to $3.1 million in 2014 because of
reductions in bencher remuneration and bencher functions totaling $275,000 based on the recent history of these expenses.

Communications
The Communications Department provides comprehensive and strategic communications advice and support to all areas of the Law
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Society to promote and enhance the organization’s profile and credibility. The services provided include:
e media relations
e issues management
e web content
e Jlawyer and paralegal communications including production of the Gazette, the Annual Report and items in the Ontario
Reports
public communications including creation and distribution of corporate brochures
e creative services such as desktop publishing and photography and
e french language services and translation

The total budget requirement for 2014 is $1.6 million (2013: $1.7 million) with a reduction in staffing by one to eleven.

Public Affairs

The Public Affairs department is responsible for managing strategic outreach and external relations for the Law Society. This includes
the articulation of a strategic vision consistent with the Law Society’s mandate and profile for interactions with external stakeholders,
including government.

Expenses of the Public Affairs department total $804,000 in 2014 (2013: $867,000). The position of Liaison Counsel has been
eliminated and the position of Government and Stakeholder Relations Advisor is being shared with Equity.

Federation of Law Societies of Canada
In 2014, the Law Society is budgeting to provide $980,000 for Federation annual fees and potential litigation expenses of the
Federation, up slightly from $937,000 in 2013 primarily based on membership numbers.

Equity Initiatives
Consistent with the Law Society’s mandate to govern the profession in the public interest and to facilitate access to justice, the Equity
Initiatives department undertakes activities to help ensure that:
e the Law Society’s services, programs and decision-making as well as its practitioners, are reflective of the Ontario population
and accessible to diverse communities
e there are no discriminatory barriers to participation in the legal profession in Ontario and
e the governance of the profession is guided at all times by goals of non-discrimination, equity and diversity
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The department’s total budget for 2014 has decreased to $1.2 million from $ 1.4 million in 2013. The decrease is a result of the
completion of the preliminary consultation in the Challenges Faced by Racialized Licensees Project ($120,000) and the Access to
Justice Guide ($40,000) in the Department’s Program Expenses. The total employee count remains at 6. The position of Government
and Stakeholder Relations Advisor is being shared with Public Affairs.

Contingency
Total corporate expenses include a contingency of $1 million (2013: $1 million).

Catering

The primary function of Catering is to provide food services for benchers and staff and a restaurant also operates in Convocation Hall
offering lunch service to lawyers, paralegals, judges, benchers and members of the public. In addition, the department caters internal
functions and events for outside organizations wishing to use the facilities at Osgoode Hall.

The cafeteria in the basement is also used for the provision of meals for the Lawyers Feed the Hungry program. The site and its
facilities are provided to the program free of charge. The program provides over 2,000 meals a week. Meals are served on
Wednesday, Thursday, Friday and Sunday. At three of the meals, brown bag lunches are also provided to guests as a take-away.

In 2014, Catering expenditures are budgeted at $2 million, effectively the same as 2013. After offsetting revenues the department has
a net cost of $302,000 (2013: $306,000).

Law Society Referral Service (“LSRS”)

The LSRS is a public service of the Law Society that helps people find a lawyer or paralegal. Members of the public calling the LSRS,
are provided with the name of a lawyer or paralegal who will provide a free consultation of up to 30 minutes. On-line assistance is
also available. The expense budget for the LSRS is effectively the same at $966,000 offset by revenues of $325,000.

Compensation Fund

The lawyer Compensation Fund levy for 2014 of $238 is $17 higher than 2013 due to the reduced use of the Fund’s balance.
$707,000 has been used in 2014 compared to $1.8 million in 2013 to mitigate the increase to lawyer’s fees that would otherwise be
required.

The lawyer Fund’s actuary has indicated a provision for claims for 2014 of $2.45 million (unchanged from 2013) is sufficient based
on the Fund’s claims history.
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The paralegal Compensation Fund levy of $150 has decreased slightly from $153 in 2013. The provision for claims remains the same
at $111,000, with the Fund benefiting from the increased number of members. As in 2013, the relatively large projected fund balance
has allowed the use of $40,000 of the fund balance to mitigate the 2014 levy without impairing the financial integrity of the fund.

Funding of External Organizations

In June 2012, Convocation approved a policy for requests to the Law Society from external organizations for support and funding of
initiatives that will assist the Law Society to fulfill its mandate. The Law Society received twelve grant applications for the 2014
budget year requesting a total of $1.4 million in funding for a variety of programs. After the grant applications have been assessed,
the current draft of the budget includes funding to the County and Districts Law Presidents Association ($248,000, unchanged from
2013) and Pro Bono Law Ontario ($125,000, unchanged from 2013). A summary of all applications is in the detailed budget material
(in camera).

In 2010, Convocation approved support for the Law Commission of Ontario (“LCQO”) for a further five year mandate subject to
budgetary considerations. In 2014, the Law Society is budgeting to provide $138,000 to the LCO, unchanged from 2013. The Law
Society also provides services in kind to the Osgoode Society for Legal History and the Ontario Justice Education Network.

Canadian Legal Information Institute (“CanLlI11”)

CanLlIl is a non-profit organization managed by the Federation of Law Societies of Canada. CanLlII's goal is to make Canadian law
accessible for free on the Internet. The website provides access to court judgments, tribunal decisions, statutes and regulations from all
Canadian jurisdictions.

Similar to the funding of the Federation, funding of CanLIl is membership based and the 2014 budget allocates $1.3 million (2013:
$1.2 million) for the operation of CanLlIl. Ontario lawyers continue to support three types of library-related services:

LibraryService 2014 Budget 2013 Budget
County and District Law Libraries (through LibraryCo Inc.) $7,500,000 $7,500,000
The Great Library $3,100,000 $3,100,000
CanLlI $1,300,000 $1,200,000
TOTAL $11,900,000 $11,800,000
Cost per lawyer $320 $322

‘G
ﬂ‘{ L

2014 Budget Summary Page 21



Member Assistance Plan (“MAP”)

MAP is a confidential service sponsored by the Law Society providing a suite of life event services that allows lawyers, paralegals and
their family members to address and resolve any personal or professional concerns. The net cost of MAP is decreasing from $538,000
to $215,000. The 2013 budget for MAP was established prior to the contract being finalized and was set at a conservative estimate.
The 2014 budget is based on the contract and the experience of the first year of the program’s operation.

Parental Leave Assistance Program (“PLAP”)

Convocation has approved an extension of the PLAP with the implementation of a means test. However the approval was subject to
any tax implications determined by the Canada Revenue Agency which has not been finalized and the program, as currently
structured, continues to be offered.

The budget provides $400,000 (2013 budget: $400,000) for payments to lawyers in small firms or sole practice under the PLAP.

Chief Executive Officer (“CEQO”) and Finance
The four main activities are the operation of the office of the CEO, the finance services for the Law Society, the provision of
administrative and accounting services in support of LibraryCo Inc. and the provision of administrative and accounting services in
support of the Law Society Foundation.
e The CEO’s Office oversees the implementation of policy decisions made by Convocation and leads the operations of the
Law Society
e The Finance department provides services for the Society in the areas of financial reporting, general accounting, accounts
payable, cash and investment management, payroll, financial policy development, insurance, government filings/returns,
central purchasing and the billing of all member and candidate related fees. The department is responsible for ensuring the
adequacy of internal financial controls intended to safeguard the financial assets of the Society and for ensuring the
Society's books and records are in compliance with generally accepted accounting principles
e The Finance department administers the Society’s Parental Leave Assistance Program
e The Finance department provides administrative and accounting services to the Law Society Foundation

The total budget of $4.3 million in 2014 compares to $4.2 million in 2013 with no change in staffing.
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Facilities

The Facilities Department provides ongoing facility services for the Law Society’s buildings and grounds. Services consist of

housekeeping and maintenance, event booking, security, fire prevention, environmental and energy management, space and

accommaodation planning, building preservation, curatorial, and minor and major capital project services. The latter includes:
e renovations and re-configurations

major equipment repairs and replacements

structural reinforcements and stabilization

energy conservation renovations and retrofits

security improvement upgrades

accessibility alterations and heritage restorations

The Facilities 2014 budget of $5.1 million is effectively unchanged.
The Facilities capital budget for 2014 is at the end of this material.

Client Service Centre
Corporate Services is a new division, created as a result of the operational review. Its mandate is to consolidate and align all of the
Law Society’s shared services, resulting in better coordination and increased efficiencies.

The Client Service Centre (“CSC”) is the largest area in Corporate Services which also includes the Corporate Resource and Training
Centre, Facilities, Security Services, Catering, the Member Assistance Plan, Human Resources and Information Systems.

The CSC is the front line one-stop access point to the Law Society. The department is equipped to effectively deal with a range of
requests from the public, lawyers and paralegals, providing services in a number of languages and formats.

The CSC includes:

Call Centre

Law Society Referral Service (included in the Services to Member and Public area for the budget)

Membership Services

Complaints Services (included in the Professional Regulation, Tribunals and Compliance area for the budget)

By-Law Administration (included in the Professional Regulation, Tribunals and Compliance area for the budget)
Administrative Compliance (included in the Professional Regulation, Tribunals and Compliance area for the budget)

o
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The Call Centre serves as the primary gateway for telephone communication with the Law Society. The 2014 budget for the Call
Centre is relatively constant at $875,000 and 12 employees.

The principal function of Membership Services is to administer and maintain the Law Society’s licensee database and member files.
The 2014 budget for Membership Services is relatively constant at $1.3 million and 19 employees.

Information Systems, Project Management Office and Web Content

The Information Systems (“IS”’) department is responsible for the computing infrastructure, communication networks, web sites,
databases and business applications that support the Law Society in fulfilling its mandate to the public and to its members. During
2013, with the assistance of consultants, the Law Society has assessed IS operational efficiency and effectiveness identifying three
areas of focus — governance, flexibility and process management leading to the creation of a Project Management Office (“PMO”).
This area’s mandate is to assist SMT in identifying which projects should take priority at the Law Society, and to coordinate those
projects and work closely with IS to bring them in on time and within budget. The creation of the PMO will also allow for a smaller,
more streamlined IS department.

The PMO team consists of five full-time and one contract position. Positions were funded through a combination of budget transfers
from IS, approved consulting funds, unfilled vacancies, and transfers of existing positions including the position of IS Director which
has been eliminated as IS is now overseen by the Director, Corporate Services.

IS provides technical services to the Society in the areas of computer operations, data storage/backup/retrieval, and design /
development of business applications and problem resolution. Specific accountabilities include the Law Society’s corporate databases,
business support applications, electronic files and document access, numerous web sites, telecommuting and remote support, all
aspects of telephony and telecommunications services, maintenance of security measures and disaster recovery/business continuity
plans.

Because a significant portion of its workload has shifted to the PMO, the IS staff complement has been reduced. Freed-up resources
have been redeployed in other areas, allowing changes to be made in those areas without affecting the division’s net 2014 budget
request. It is believed that these adjustments will better position IS to concentrate on its core mandate of supporting the Law Society’s
technical infrastructure and delivering services on a targeted, prioritized basis.

The Information Systems capital budget for 2014 is at the end of this material.
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Human Resources

The Human Resources (“HR”) function provides a full range of services, including development and implementation of programs to
support the organization, employee relations and performance improvement as well as maintenance, compliance and administrative
activities.

The budget requirement for HR for 2014 is $1.8 million, a decrease from $2.1 million in 2013 with FTEs declining by 2 to 8.

Corporate Resource and Training Centre

The Corporate Resource and Training Centre’s (“CRTC”) primary activities are as a resource and consulting group for all Law
Society divisions in the areas of quality improvement, process analysis and development, documentation and corporate and technical
training.

The 2014 budget of $567,000 is effectively unchanged.

Legal Affairs

Legal Affairs is responsible for providing in house legal services to the organization, and is also responsible for managing and
supporting the Litigation Committee and the organization with respect to litigation matters. The budget for 2014 is $993,000
compared to $843,000 for 2013 after the addition of two counsel to make a total headcount of 6. The budget for external counsel is
declining by $128,000.

Corporate Revenues and Expenses

The 2014 budget includes the transfer of surplus investment income from the Law Society’s Errors and Omissions Insurance Fund in
the amount of $1.5 million (2013: $3 million). Other corporate revenues are relatively static. For instance, the current financial
markets have led to no change in the budgeted self-generated investment income of $700,000 in the General Fund and $900,000 in the
Compensation Fund. Miscellaneous revenues are increasing by $200,000 to account for the impact of fees from lawyers and
paralegals for late filings and late payment of annual fees.

Other corporate expenses of $2 million (2013: $3.2 million) include the costs for insurance, professional services, severance, an
allowance for unpaid fees and credit card charges which continue to increase to $929,000.
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Paralegal Fee Model

In most areas of the Society’s operations it is difficult to isolate direct expenditures related specifically to paralegals. A notable
exception to this is the paralegal licensing process.

Since all operational departments are providing some level of support to the licensing and regulation of paralegals, a method of
allocating a reasonable portion of expenses for departments without direct paralegal resources is required. The model is based on the
percentage of paralegals to the total population of licensees, discounted for the limited scope of paralegal practice.

Conclusion

The Law Society has conducted an operational review that systematically reviewed operations and initiated changes directed at the
organization and management of operations, and potential efficiencies. The results of the operational review have been incorporated
into the 2014 budget and the three year budget scenario. Fee increases have been moderated and the use of fund balances to mitigate
annual fees is phased out in a measured manner, $8 million is earmarked for critical Information Systems development and
Compensation Fund balances have been maintained to absorb any potential extraordinary defalcation.

The 2014 budget and medium term financial plan are intended to ensure operational sustainability and ongoing support of the Law
Society’s core functions and the priorities of Convocation.
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The Law Society of Upper Canada
2014 Budget
Assumptions

e Increase in Full Fee Paying Equivalents members, 600 for lawyers to 37,200 and 300 for paralegals to 4,350

e Provision for salary merit increases of up to 2%

e Allocation of $1.5 million from the accumulated surplus investment income in the E&O Fund to mitigate fee increase for
lawyers (2013: $3 million)

e Allocation of $446,000 from the General Fund accumulated surplus to mitigate fee increase for lawyers (2013: $2.75 million)

e Allocation of $313,000 from the General Fund accumulated surplus to mitigate fee increase for paralegals (2013: $810,000)

e Allocation of $707,000 (2013:$1.8 million) from accumulated surplus in the lawyer Compensation Fund and $40,000
(2013:$40,000) from the paralegal Compensation Fund

e Capital levy decreased from $85 to $50

e LibraryCo funding maintained at $7.5 million

e Contingency set at $1 million (2013: $1 million)

e Preliminary estimate of a $1million contribution by lawyers to the cost of the Pathways pilot project. No provision has been
made for any revenues or expenses unique to the Pathways program with the exception of program development costs.

e A nominal fee for professional responsibility programming in CPD, increasing revenues by $1.3 million

e Grants from the Law Foundation of Ontario for the licensing processes at $365,000 for lawyers (2013: $520,000) and $36,000
for paralegals (2013: $50,000)

e Declining trends in bencher remuneration, functions and disbursements leading to a reduction in the budget for 2014 of
$275,000

e Lawyer General Fund balance projected to comply with Convocation’s fund balance management policy
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THE LAW SOCIETY OF UPPER CANADA
Approved Budget Lawyers and Paralegals
For the year ending December 31, 2014

Budget Summary

1 Total Employees/FTE
2 Operating Revenues

3 Fund Balance Utilized

Total Operating Revenue and Fund
4 Balance Utilized

5 Salaries & Benefits

6 Dept. Operating Expenses
7 Total Sal., Ben. & Oper. Exp.
8 Program Expenses

9 Total Direct Expenses

10 Direct Operating Result

Professional

Regulation/ Professional | Convocation | Services to Corporate Capital 2014 2013
Tribunals and | Development | Policy and |Members and Services & Allocation Approved Approved
Compliance |& Competence| Outreach Public Administration Fund Budget Budget
211.0] 205.5| 144.0] 137.4] 29.0] 29.0] 42.0 32.0] 149.0] 146.3 575.0 550.2]] 583.0] 558.6
988,500 16,493,800 45,000 3,445,000 5,418,500 - 26,390,800 26,284,500
- - - 746,800 759,600 - 1,506,400 5,401,000
988,500 16,493,800 45,000 4,191,800 6,178,100 27,897,200 31,685,500
22,644,900 13,777,000 3,614,500 2,585,300 14,058,400 - 56,680,100 56,346,600
1,703,600 926,900 206,700 140,400 845,100 - 3,822,700 3,761,300
24,348,500 14,703,900 3,821,200 2,725,700 14,903,500 - 60,502,800 60,107,900
3,791,100 7,635,300 6,046,400 13,538,100 8,037,200 2,077,500 41,125,600 43,335,650
28,139,600 22,339,200 9,867,600 16,263,800 22,940,700 2,077,500 101,628,400 103,443,550
(27,151,100) (5,845,400) (9,822,600)| (12,072,000) (16,762,600)[ (2,077,500) (73,731,200) (71,758,050)
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THE LAW SOCIETY OF UPPER CANADA
Approved Budget Lawyers and Paralegals
For the year ending December 31, 2014

Professional Regulation, Tribunals and Compliance

1 Total Employees/FTE
2 Revenues
3 Salaries & Benefits

4 Dept. Operating Expenses

5 Total Sal., Ben. & Oper. Exp.

6 Program Expenses
7 Total Direct Expenses

8 Direct Operating Result

2014 Budget Summary

Director of Complaints
Professional Case Complaints [ Resolution Trustee Complaints Admin By-Law
Regulation | Management [Investigations [ Resolution [ Commissioner Intake Enforcement| Services Discipline Services Compliance | Administration [ Tribunals 2014 Total
6.0 6.0 50[ 50| 59.0] 583] 24.0] 23.8 4.0] 3.8[ 10.0] 10.0] 5.0] 4.4] 12.0] 12.0] 36.0] 34.8] 14.0] 132] 12.0] 11.2 10.0]  9.2] 14.0] 13.8] 211.0] 205.5
- - - - - - 200,000 200,600 - - 522,700 65,200 - 988,500
1,049,500 568,900 6,269,300 2,575,100 422,900 | 1,060,100 501,000 1,175,300 4,829,200 1,191,900 876,400 694,400 | 1,430,900 22,644,900
157,900 25,500 577,600 166,100 23,100 41,100 21,500 58,700 314,100 78,900 71,100 81,400 86,600 1,703,600
1,207,400 594,400 6,846,900 | 2,741,200 446,000 | 1,101,200 522,500 1,234,000 | 5,143,300 1,270,800 947,500 775,800 [ 1,517,500 24,348,500
2,029,000 101,000 253,500 34,400 172,200 2,500 44,000 140,000 218,500 6,100 13,100 12,800 764,000 3,791,100
3,236,400 695,400 7,100,400 | 2,775,600 618,200 | 1,103,700 566,500 1,374,000 | 5,361,800 1,276,900 960,600 788,600 [ 2,281,500 28,139,600
(3,236,400) (695,400)|  (7,100,400)| (2,775,600) (618,200)| (1,103,700) (366,500)| (1,173,400)| (5,361,800)| (1,276,900) (437,900) (723,400)| (2,281,500)| (27,151,100)
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THE LAW SOCIETY OF UPPER CANADA
Approved Budget Lawyers and Paralegals
For the year ending December 31, 2014
Professional Development & Competence

1 Total Employees/FTE
2 Revenues
3 Salaries & Benefits

4 Dept. Operating Expenses

5 Total Sal., Ben. & Oper. Exp.

6 Program Expenses
7 Total Direct Expenses

8 Direct Operating Result

Licensing Quality
Process Assurance Competence Total
30.0] 29.2 51.0]  50.0 63.0] 58.2[ 144.0] 137.4
6,753,800 - 9,740,000 16,493,800
2,596,800 5,655,500 5,524,700 13,777,000
130,000 505,300 291,600 926,900
2,726,800 6,160,800 5,816,300 14,703,900
3,560,200 218,000 3,857,100 7,635,300
6,287,000 6,378,800 9,673,400 22,339,200
466,800 (6,378,800) 66,600 (5,845,400)
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THE LAW SOCIETY OF UPPER CANADA

Approved Budget Lawyers and Paralegals

For the year ending December 31, 2014
Quality Assurance

1 Total Employees/FTE

2 Revenues

3 Salaries & Benefits

4 Dept. Operating Expenses

5 Total Sal., Ben. & Oper. Exp.

6 Program Expenses

7 Total Direct Expenses

8 Direct Operating Result

Practice

Review Spot Audit Total
16.0] 16.0 35.0] 34.0 51.0] 50.0
1,737,300 3,918,200 5,655,500
146,900 358,400 505,300
1,884,200 4,276,600 6,160,800
77,600 140,400 218,000
1,961,800 4,417,000 6,378,800
(1,961,800) (4,417,000) (6,378,800)
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THE LAW SOCIETY OF UPPER CANADA
Approved Budget Lawyers and Paralegals
For the year ending December 31, 2014

Competence

1 Total Employees/FTE

2 Revenues

3 Salaries & Benefits

4 Dept. Operating Expenses

5 Total Sal., Ben. & Oper. Exp.

6 Program Expenses

7 Total Direct Expenses

8 Direct Operating Result

Continuing
Practice Certified Professional
Management Specialist Development Archives Great Library Total

9.0/ 9.0 1.0] 1.0 30.0| 26.5 4.0 3.5 19.0| 18.2 63.0| 58.2
- 270,000 9,277,000 - 193,000 9,740,000
1,258,100 65,500 2,367,100 278,400 1,555,600 5,524,700
78,900 7,000 116,200 13,900 75,600 291,600
1,337,000 72,500 2,483,300 292,300 1,631,200 5,816,300
90,800 50,800 2,180,600 39,400 1,495,500 3,857,100
1,427,800 123,300 4,663,900 331,700 3,126,700 9,673,400
(1,427,800) 146,700 4,613,100 (331,700) (2,933,700) 66,600
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THE LAW SOCIETY OF UPPER CANADA
Approved Budget Lawyers and Paralegals
For the year ending December 31, 2014

Policy, Outreach and Convocation

Policy Treasurer/ Public Federation of
Secretariat Bencher Communications Affairs Law Societies Equity Contingencies Total
1 Total Employees/FTE 70 7.0 1.0] 1.0 11.0]  11.0] 4.0] 4.0 6.0] 6.0 29.0  29.0
2 Revenues 20,000 - - - 25,000 45,000
3 Salaries & Benefits 1,036,000 100,800 1,221,100 509,900 746,700 3,614,500
4 Dept. Operating Expenses 52,300 19,800 50,900 35,100 48,600 206,700
5 Total Sal., Ben. & Oper. Exp. 1,088,300 120,600 1,272,000 545,000 795,300 3,821,200
6 Program Expenses 79,000 2,981,600 298,900 258,900 980,000 448,000 1,000,000 6,046,400
7 Total Direct Expenses 1,167,300 3,102,200 1,570,900 803,900 980,000 1,243,300 1,000,000 9,867,600
8 Direct Operating Result (1,147,300) (3,102,200) (1,570,900) (803,900) (980,000) (1,218,300) (1,000,000) (9,822,600)
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THE LAW SOCIETY OF UPPER CANADA
Approved Budget Lawyers and Paralegals
For the year ending December 31, 2014

Services to Members and Public

Compensation |ProBono &|Cty. & Dist. County
Catering LSRS Fund LCO Liaison CANLII Libraries MAP PLAP Total
1 Total Employees/FTE 28.0] 18.0 10.0]  10.0 4.0] 4.0 0.0] 0.0 | | 42.0] 320
2 Operating Revenues 1,735,000 325,000 1,200,000 - 185,000 - 3,445,000
3 Fund Balance Utilized - - 746,800 - - - 746,800
Total Operating Revenue and Fund
4 Balance Utilized 1,735,000 325,000 1,946,800 - 185,000 - 4,191,800
5 Salaries & Benefits 1,237,900 853,500 493,900 - - - 2,585,300
6 Dept. Operating Expenses 40,900 79,100 20,400 - - - 140,400
7 Total Sal., Ben. & Oper. Exp. 1,278,800 932,600 514,300 - - - 2,725,700
8 Program Expenses 758,500 33,500 2,647,400 263,000 247,700 1,290,000 7,498,000 400,000 400,000 13,538,100
9 Total Variable Expenses 2,037,300 966,100 3,161,700 263,000 247,700 1,290,000 7,498,000 400,000 400,000 16,263,800
10 Direct Operating Result (302,300) (641,100) (1,214,900)| (263,000)| (247,700)|  (1,290,000)|  (7,498,000) (215,000) (400,000) (12,072,000)
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THE LAW SOCIETY OF UPPER CANADA
Approved Budget Lawyers and Paralegals
For the year ending December 31, 2014
Corporate Services and Administration

Corporate
CEO/ Client Service | I.S. & Web Human Resource Legal
Finance Facilities Centre Content Resources Centre Affairs Corporate Total
1 Total Employees/FTE 31.0] 30.2] 25.0] 24.1] 36.0] 35.2] 38.0[ 38.0 8.0] 7.8 50 5.0 6.0/ 6.0 149.0[ 146.3
2 Operating Revenues 351,000 - 37,500 12,000 - - - 5,018,000 5,418,500
3 Fund Balance Utilized - - - - - - - 759,600 759,600
Total Operating Revenue and Fund
4 Balance Utilized 351,000 - 37,500 12,000 - - - 5,777,600 6,178,100
5 Salaries & Benefits 3,530,100 1,766,900 2,819,200 3,806,900 828,500 523,800 783,000 - 14,058,400
6 Dept. Operating Expenses 324,900 67,600 170,100 102,900 76,200 25,900 77,500 - 845,100
7 Total Sal., Ben. & Oper. Exp. 3,855,000 1,834,500 2,989,300 3,909,800 904,700 549,700 860,500 - 14,903,500
8 Program Expenses 422,100 3,287,100 35,400 1,214,400 893,900 17,700 132,600 2,034,000 8,037,200
9 Total Direct Expenses 4,277,100 5,121,600 3,024,700 5,124,200 | 1,798,600 567,400 993,100 2,034,000 22,940,700
10 Direct Operating Result (3,926,100) (5,121,600) (2,987,200) (5,112,200)| (1,798,600) (567,400)| (993,100) 3,743,600 | (16,762,600)
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THE LAW SOCIETY OF UPPER CANADA

Approved Budget Lawyers and Paralegals

For the year ending December 31, 2014
Client Service Centre

1 Total Employees/FTE

2 Revenues

3 Salaries & Benefits

4 Dept. Operating Expenses

6 Program Expenses

7 Total Direct Expenses

8 Direct Operating Result

Corporate Client & Member
Administration Services Call Centre Services Total
2.0| 2.0 3.0| 3.0 12.0] 12.0 19.0] 18.2 36.0| 35.2
- - - 37,500 37,500
278,700 529,700 834,100 1,176,700 2,819,200
27,400 60,000 22,200 60,500 170,100
5 Total Sal., Ben. & Oper. Exp. 306,100 589,700 856,300 1,237,200 2,989,300
- 1,100 18,500 15,800 35,400
306,100 590,800 874,800 1,253,000 3,024,700
(306,100) (590,800) (874,800) (1,215,500) (2,987,200)
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The Law Society of Upper Canada
Facilities Capital Fund Proposed Projects
For the year ended December 31, 2014

Item Project Description Budget
1 New air handling units - Bencher Wing Attic $1,200,000
2 Roof - Benchers Wing $80,000
3 Office space reconfiguration $410,000
4 Contingency $400,000
5 TOTAL 2014 CAPITAL REQUEST $2,090,000

2014 Budget Summary

Page 37



The Law Society of Upper Canada

Information Systems Capital Fund Proposed Projects

For the year ended December 31, 2014

Item Project Description Budget
1 Enterprise Content Management $675,000
2 E-Tribunals $350,000
3 LSRS System Development $350,000
4 Microsoft Office Upgrade $350,000
5 Lawyer/Paralegal Database Redevelopment $300,000
6 E-Commerce System Replacement $300,000
7 Technology Upgrades $265,000
8 E-mail Replacement of Lotus Notes with MS Exchange $100,000
9 Asset, Contract and License Management System $75,000
10 Data Centre Upgrades $60,000
11 Application Virtualization $50,000
13 Security/Threat Protection $50,000
14 TOTAL 2014 CAPITAL REQUEST $2,925,000
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