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UPCOMING PROGRAMS IN 2024

* MPF Webinar Series — Third Wednesdays @ 2pm ET
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TODAY’S WEBINAR

Strategies for Improving Your Firm’s Financial Position for 2025

* 115 Managing Partners and Law Firm Leaders
» Registrant Survey Results and Audience Polling Questions
* On-Demand Recording, Handout Materials

» Your Feedback on Today’s Session
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AUDIENCE POLLING QUESTION

How many lawyers are with your law firm?

7.32% -s than 10 lawyers
34.15%
7.32% -'e than 100 lawyers
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What are your firm’s plans for rate increases in 2025?

0%+ | 9%
89% I 2%
6-7% 15%
4-5% 33%
2-3% 8%
Flat | 2%

Not sure 29%

‘Smart Strategies for the Forward Thinking Law Firm
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REGISTRANT QUESTION #2
In general, how often does your firm pursue rate increases?

90%
80%
70%
60%
50%
40%
30%
20% 18%

O% TT—

Less often than we Regularly Every chance we can get
should

80%
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REGISTRANT QUESTION #3

What are your expectations for
overall firm profitability in 2025, compared to 20247

70%

60% 58%

50%

40% 35%

30%

20%

10% o 4% 2%

0% ° [— —
Significant Moderate About the Moderate Significant
decrease decrease same increase increase
TheRemsenCroup

© 2024, TheRemsenGroup 6



The MPF Webinar Series

Rate Strategy

The benefit of realization improvement

2022 2023
Average Worked Rate$556 $588 583 increase
Collected Rate $508 $531 45%increase

Based on 91.3% Realization Based on 90.3% Realization
Gap: Worked to Collected  $48 $57

The higher collected rate seems like an improvement, but
the gap between worked and collected is widening.

Every 1% improvement in realization in our hypothetical results in additional cash
collections of $5.88 per hour.

This might seem minimal but...

100 lawyers x 1700 hours x $5.88 per hour = $1,000,000 in additional collections

© 2024, TheRemsenGroup 7
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Real Estate Strategy

Managing Partner Forum®
= ADVANCING THE BUSINESS OF LAW

AUDIENCE POLLING QUESTION

Does your firm have any leases for
office space expiring by year end 20267

31.71%
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AUDIENCE POLLING QUESTION

What is your firm’s position on RTO (Return to Office)?

61.76% | Maintain a hybrid solution

2.94% “Implement an RTO policy
S
14.71% Riﬂ@;iwlicy already implemented
20.59% | Always been in office and have no plans to change
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People Strategy
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AUDIENCE POLLING QUESTION

Does your firm have a strategy for assessing talent utilization?

21.43% -Iy monitor the utilization of our personnel
19.05% -ot have a grasp on the situation

A
£

Smart Strategies for the Forward Thinking Law Firm p AMES & GOuGH

Survey Tool Example

Time by Substantive Area

Mail and Messenger Services _55 (5.00)
B e e —_m—
R
=

Percent Of Hours Hours Cost

e R R R
T = =
¥ Mail and Messenger Services 5% 91 $5,283
Delivery Services 1% 23 $1.335

Mail Processing and Review 4% 68 $3.948

¥ Meetings Coordination 25% 455 $26.414
Meeting Setup 25% 455 $26,414

 Travel Management 40% 728 $42,263
Travel Planning A0% 728 $42.263

¥ Word Processing 30% 546 $31.697

2024, TheRemsenGroup 10
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Survey Tool Example (optional)

Support Activities

LEDES Codes Hours costi sy
Cost
Administrative Support 297.042 $13.425,195 $45 . 158%
Finance 99690  $8.118340 ss1 [Josn
Leadership and Management 80.278 $7.654,200 $95 I 9%
Business Development 49862 $6.602.999 6132 I 7.8%
Human Resources 60,958 $5.405.291 $89 I 6.4%
Information Technology 56,537 $4.266.759 $75 5%
Tactical Initiatives 11.019 $1.135.983 $103 |1.3%

% of Cost within
selection

B 2o
| BELY
B 6%
[ FZUY
B

| L

|20

 CostReduction

Expense Strategy
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AUDIENCE POLLING QUESTION

How often does your firm examine
expenses for administrative and office services?

5.71% 'ver

A
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What's a
Firm Leader to Do?
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* Find the Right Balance Between Culture and Profitability
» Determine and Monitor the Best KPlIs for Your Firm

* Maintain a Firm-wide Standard Hourly Rate Schedule

* Require Contemporaneous Time-Keeping Practices

+ Start Negotiating Your Next Lease Agreement Today

TheRemsenCrouo
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ADVANCING THE BUSINESS OF LAW

* Next MPF Webinar — November 20th @ 2:00pm ET

» On-Demand Recording, Handout Materials with Polling Results
» Your Feedback on Today’s Session

* Recap by 9Sail

* Check out The MPF-Al Community

TheRemsenCroup

orward Thinking Law Firm
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Today’s Guests

Rob Mattern, MBA
President and Founder - Mattern & Associates
Chadds Ford, Pennsylvania

Bill Mech
Principal - ofPartner LLC
Chicago, lllinois
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Rob Mattern — 610.459.7750; rmattern@matternassoc.com

Bill Mech — 312.720.6145; wmech@ofpartner.com

John Remsen, Jr. — 404.885.9100; jremsen@theremsengroup.com
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Administrative Support Services:
The New Way Forward

What happened to administrative support during COVID?

COVID forced law firms to change alongside a rapidly
changing world. The change, while sudden, was
successful for most firms and provided an opportunity
to restructure for today’s world. Law firm staff report
that their firms transitioned effectively to remote
work?, and, on top of this, 2020 and 2021 were two of
the most profitable years on record.?

Lawyers liked the shift to remote work. In fact, 86% of
lawyers prefer to continue working remotely, which is
proving to be an important factor for lawyers when
choosing a firm.3 It is no surprise, then, that firms are
adopting a hybrid model to attract and retain lawyers
and talented support staff.

The pandemic triggered changes to not just where
attorneys work, but how. Lawyers were forced to
upskill their technical skills—so much so that lawyers

are doing a good deal of what were the staples of a
legal secretary’s work, at least those tasks that had not
already been replaced by technology.

These tasks, such as transcribing dictated letters,
compiling and typing notes scribbled onto a legal
pad, answering lawyer phones, maintaining lawyer
calendars, filing hard-copy files, and managing
incoming and outgoing mail are relics from a previous
generation. Notes are now taken using a laptop,
documents can be edited on the go using a cell phone
or tablet, dictation software transcribes the audio for
end users, voicemail systems transcribe and deliver
messages to a lawyer’s inbox, electronic calendars and
reminders alert lawyers to upcoming meetings and
allow them to schedule with a click of a button,and
document management systems have eliminated the
need to maintain a hard-copy filing system.

1. The Legal Industry’s Handling of the Disruption Caused by COVID-19 The Findings Report.” Loeb Leadership, May 2020. 2. American Lawyer Am Law 100 rankings 2021-2022

3. 2022 Georgetown Law State of the Legal Market




Today’s increasingly tech savvy lawyers are seeking
specialized support such as graphic design, high-level
proofreading, and advanced word processing skills,and
are relying less on their secretaries for administrative
duties. At the same time, remote work is allowing
lawyers to shift their working hours to times that work
for them and their clients, resulting in more after-
hours support needs.

This is where the changes raise a tougher challenge
for firms. Lawyers began experiencing the impact of
skill deficiencies in their secretarial support or the
impact of needing after-hours support when their
assigned support was not available.

But this was already a problem in administrative
support. The lawyer-secretary function as a
relationship has been eroding for years. For a decade
or more, administrative support staff have been
challenged with providing increasingly technical and
advanced support to attorneys.

Meanwhile, the lawyer-to-secretary ratio is expected
to double to 13-1,and remote work is challenging

firms’ abilities to monitor, manage, and train staff.
Legal secretaries are an aging (and well-compensated)
pool of existing support staff, 20-40% of whom are
expected to retire in the next five years and their
replacements are becoming hard to find, with many
candidates not suited with the specialized skill set
needed in a modern law practice.

Because they either do not have capable support or
do not have available support, almost half (47 %)*
of lawyers have reported burnout from a heavier
workload during the pandemic and have noted
longer working hours caused, in part, by increased
administrative duties.

Junior- and mid-level associates are the most affected
(67%), citing heavier workloads and workrelated
responsibilities causing a decline in their well-being.?

Many of these administrative duties can and should be
taken on by a more cost-effective resource, but instead,
the current administrative model has shifted these
duties to associates,and firms are beginning to see
the impact.

Administrative Support is Broken. Here’s What to Do.

Law firms must take the opportunity to restructure,
realign, retool, and rethink their administrative
support models. To do so, some leading edge,
AmLaw 100 firms are starting by reducing their
secretary positions and beginning to reinvent it:
Fish & Richardson® announced the elimination of
its litigation secretary role; Morgan Lewis offered

a buyout package to all of its legal secretaries
nationwide; Fox Rothschild offered 300 support
staff separation packages as part of a practice-
specific support model’; and Reed Smith reduced its
secretarial personnel and aim to retrain its remaining
secretarial staff into an executive assistant role.?

Many of these firms are able to eliminate these roles
because they have created practice-specific support
who provide more legal expertise than a traditional
secretary, centralized their administrative support in-
house by separating its main administrative functions
into pools, or have outsourced their main support
functions to a service provider who provides expertise
in a variety of support services.

In general, these are the three prevailing models firms
are leveraging to reinvent their administrative support:
decentralized, centralized (insourced), and centralized
(outsourced). We provide more on these below.

4. "ANALYSIS: Attorney Burnout Abating, But Not Extinguished”. 2022. News.Bloomberglaw.Com. https://news.bloomberglaw.com/bloomberg-law-analysis/analysis-attorney-burnout-abating-but-
not-extinguished. 5.°ANALYSIS: Survey Finds Lawyer Burnout Rising, Well-Being Falling”. 2022. News.Bloomberglaw.Com. https://news.bloomberglaw.com/business-and-practice/analysis-survey-
finds-lawyer-burnout-rising-well-being-falling?context=article-related. 6. “Staff Layoffs At Fish & Richardson As Secretary Roles ‘Transition’ | The American Lawyer”. 2022. The American Lawyer.
https://www.law.com/americanlawyer/2022/09/19/staff-layoffs-at-fish-richardson-as-secretary-roles-transition/. 7. “Fox Rothschild Offers Separation Package To 300 Support Staff Amid Firmwide
Realignment | The Legal Intelligencer”. 2022. The Legal Intelligencer. https://www.law.com/thelegalintelligencer/2021/06/17 /fox-rothschild-offers-separation-package-to-300-support-staff-amid-
firmwide-realignment/. 8. “How Legal Secretarial Roles Are Evolving In Big Law | Law.Com International”. 2022. Law.Com International. https://www.law.com/international-edition/2021/09/07 /how-
legal-secretarial-roles-are-evolving-in-big-law/?region=/international-edition/region/latin-america/.

O Administrative Support Services: The New Way Forward
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Modifying the Traditional Support Model
(Decentralized)

Some firms have taken the approach to transform
traditional support roles into new roles with narrowly
focused duties, which allows firms to offer targeted
support to attorneys without providing much
disruption to the way the firm is currently operating.
However, with this method, many lawyers are still
relying on local support, which creates uneven
utilization (e.g., New York staff are 85% utilized and
Los Angeles are 45% utilized) rather than utilizing
the full administrative staff of the firm. Additionally,
because the staff are highly specialized, many
administrative tasks are still left to lawyers.

Pros:

e Easier to implement

e Firms can retain many existing staff
e Increased utilization of technology

e More advanced support for attorneys

Cons
* Siloed offices result in uneven utilization of staff

e Lawyers do not have a single point of contact for
support

*  Work can be passed around due to uninteresting
work or lack of capacity

o Staff are still expected to be proficient in a wide
range of tasks

e Limited availability after hours

Insourced Model (Centralized)

Some firms have created “pods” or “teams” within
their offices to support specialized functions (i.e.,
billing support, word processing, and other pools of
staff fulfilling a narrow group of tasks) within the
firm, some have moved administrative functions

to “centers of excellence” or “operations centers” in
lower cost real estate and labor markets, and some
are embracing a fully remote team allowing them to
recruit across the nation.

This model allows firms to utilize their firmwide
support staff to function as one to support the firm’s
entire legal staff. Staffing can also be staggered to
provide more coverage after hours without reducing
its support during normal office hours. Firms can
designate coordinators to distribute work received
throughout the firm to better allocate work and

increase staff utilization. This model still gives the firm

full control over the operation of the department.

QD

Pros:

e Increasing efficiencies by centralizing and
distributing work based on operator skill set and
available resources

* Improves end-user satisfaction through more
skilled resources

e Improves access to resources for end users

e Allows firms to further increase attorney-to-
secretary ratios while providing lawyers with the
support they need

e Provides a single contact point for end users

Cons

e Firm retains management and benefit costs for
staff

e Requires transferring, hiring, and training staff

e Firm responsible for developing new workflows
and processes

Administrative Support Services: The New Way Forward




Outsourced Model (Centralized)

Some firms have decided to partner with a service
provider who is experienced in providing administrative
support services. Service providers typically customize
each solution based on firm culture, preference, or
needs, but the two most common solutions are:

e Providing virtual support from an off-site service
provider facility

e Service provider staff providing onsite support
at a firm facility

This takes the onus of managing and training support
staff off the firm’s plate and provides all the efficiency
and utilization benefits of an insourced model. It also
provides a management structure that reports directly
into the firm with contractual obligations to meet
service level agreements related to end-user satisfaction,
productivity,and maintaining a highly skilled team.

Pros:

e Increased utilization of firm staff

e Provides a single point of service for lawyers

e Further reduced costs for real estate and labor

e Allows firms to benefit from best practices
learned from the service provider’s industry
experience

* Provides access to service provider’s training

» Some service providers offer ‘on-demand”
services that allow after hours support on an
as-needed basis

Cons:

e Firm loses insight into the department

e Some lawyers are hesitant to use outsourced
personnel

How to Decide Which Path is Best for Your Firm

The best time to start measuring what your support staff
are doing was 20 years ago. The second best time is now.

Firms can start by measuring the effectiveness of their
in-house operation and benchmark it against what an
outsourcing provider may offer.

Measuring productivity and task tracking for non-
lawyer staff is critical to right-sizing your support staff
as well as managing them in a hybrid environment.
Having this data then allows firms to make informed
decisions regarding the number of staff, the alignment
of staff, and the allocation of tasks.

The easiest way to collect this data is putting in place a
workflow management tool, such as those offered by
BigHand or ServiceNow, to evaluate and track what
your staff are doing so that you can adjust as the post-
COVID dust settles—identifying the practices requiring
the most support and what types of support they

are utilizing so the firm can tailor solutions to meet
lawyers’ needs. The biggest benefit of implementing
these software platforms is that they allow ongoing
monitoring so that firms can adjust staff according to
overall workflow trends.

For firms that want immediate data to act on, there are
survey and analysis tools, such as RevelationLegal, that
use a questionnaire to provide a one-time look at what
staff and lawyers are doing to allow a data-driven
approach based on where things are today. While a
survey tool provides firms with the immediate results
for data that the firm was not tracking previously, these

QD

tools are not a substitute for a workflow management
and tracking tool that allows long-term monitoring
and optimization of your staff.

Without properly evaluating and measuring, it is nearly
impossible to determine if support staff are being
utilized by their assigned lawyers, if they are working
on billable tasks that would be better allocated to

a different role or vice versa, or if they do not have
enough work. Additionally, although the firm’s goal is
to increase the effectiveness of administrative support,
firms also need to track what non-billable tasks their
attorneys are working on to identify support gaps that
cut into their billable hours, extend their days, and/

or lead to exhaustion. With this data, you can begin
investigating why attorneys are completing these
tasks instead of administrative staff or why billable
tasks are being assigned to administrative staff.

Administrative Support Services: The New Way Forward




Act on the Data Using the Mattern Method®: The Four Rs

Retool

Firms need insight into their workflows and

oversight over the work assigned to support staff

to ensure that it is being distributed and completed
effectively. Establishing best practices, structured work
distribution, and implementing a tracking tool for
ongoing monitoring is critical.

In addition to ensuring the work goes to the right
place, firms need to ensure their support staff have
the right skills. Unlike lawyers, support staff do not
typically receive ongoing training and evaluation of
their skill sets in relation to the demands or evolution
of their positions. Using the data the firm collects, the
firm has the information needed to identify the tasks
delegated to support staff, what staff are completing
what tasks, and receive lawyer feedback on the tasks
completed to help firms evaluate and identify training
needs of its staff to get the most out of its talent.

With the right talent, firms can better utilize new
technology it invested in during the pandemic® to
allow even more efficient completion of tasks by
automating many of the manual processes still utilized
by traditional secretarial support.

Rethink

Support staff are responsible for a variety of tasks,
including calendar management, travel arrangements,
email management, transcription, document formatting,
PDF conversion, printing, photocopying, time entry,

and more. Due to high ratios of lawyer to support

staff, support staff face a high volume of tasks with
competing deadlines that are often difficult to manage,
prioritize,and complete efficiently. This can not only
make the position undesirable to qualified personnel,
but also reduce lawyer utilization of support staff due
to delayed turnaround or inaccurate work.

Though firms still need a presence in the office

for client-facing tasks, the days of 20-year
lawyer-secretary relationships are long gone.°

In today’s workplace, lawyers require different
support. In today’s digital world, virtual meeting
software, such as Zoom, Teams, WebEx make it
possible to collaborate in real time, VPNs and Dual
Authentication make it possible to ensure security
of firm data while also providing all firm employees
with access to firm applications on the firm’s network,
and digital mail solutions (and generally less paper),
makes it easier to provide support and accomplish
these tasks from anywhere.

Restructure & Realign

Seventy-seven percent (77%) of firms have lawyers
working outside of standard office hours, creating a
need for increased after-hours support and new ways
to allocate work. To maximize the benefit of support
staff, lawyers need to know who and where to go for
support as well as when they can get it.}*

More than half of law firm staff do not believe work
is submitted effectively and 35% do not believe that
it is distributed evenly. Seventy-three percent (73%)
of support staff note that they move work internally
at least once per week with 50% doing so because
of workload/capacity and 20% because the work was
incorrectly allocated. In addition, BigHand reported
that less interesting work is often passed from
assistant to assistant without any justification.?

Three quarters of firms have already restructured or
created support teams, a third of firms have increased
their reliance on outsourcing,and a third are looking
to outsource their support functions.

I ¥

9. Technology adoption overall was the second highest YoY expense for law firms in the years of the pandemic (second only to recruiting) 10. https://www.bighand.com/en-us/resources/whitepapers/
the-legal-resource-management-report/ 11. https://www.bighand.com/en-us/resources/whitepapers/the-legal-resource-management-report/ 12.“Legal Support Staff Survey” 2019. BigHand
13. https://www.bighand.com/en-us/resources/whitepapers/the-legal-workflow-management-report/

QD
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Finding the Right Solution

There is no one-size-fits-all approach. Each firm is
different and each practice and lawyer also come with
their own unique needs and approach to their work.
Each firm needs to ask questions about its culture,
attorneys, and the working environment they want to
foster:

e Are you able to effectively manage, train, and
schedule support staff in each office?

e Do you need to hire support staff in all your
offices? In the most expensive and most
competitive markets?

e Do you need assigned support for each lawyer?

e Do you need a single role supporting all the
administrative tasks for your firm?

e How are your assignments allocated?

e What is the utilization of support staff in each
office? Each practice group?

More and more firms are recognizing that they should
stop thinking of administrative support in terms of
ratios and instead think of administrative support as an
all-inclusive solution for the firm. Due to the increased

specialization of many functions carried out by
traditional legal secretaries—legal research, document/
word processing, graphic design, presentation

creation, proofreading, billing support, and database
management—it is becoming nearly impossible to find
candidates who possess all of these skills.

Which is Right for your Firm?

This is an opportunity to re-think a broken support
system and make a significant impact. The needs of
attorneys have drastically changed during the past 10
years and even more over the past two. Secretaries are
not completing the same tasks they did before and
lawyers are demanding more specialized support for
their practices. This is the moment for change.

Firms should initiate change with a data-driven
approach. This is the first step to innovating and
modernizing a new administrative support model that
works. Firms also need to engage their legal staff to
ensure that their needs are considered and that the
solution fits in with the culture of the firm. Focus
groups, surveys, and observation on-site in firm offices
are the keys to determining how to tailor your support
staff for your firm.

Where firms do not have the administrative expertise,
industry knowledge, or time to evaluate data and make
these changes, bringing in an unbiased consultant to

(610) 459-7750 | www.matternassoc.com | 223 Wilmington/West Chester Pike, Suite 104, Chadds Ford, PA 19317

evaluate the operation is one way to find the solution
that works best for the culture. Consultants work
closely with your firm, speak with your administration,
lawyers, and support staff to evaluate their needs and
any problems they are experiencing with the existing
model. Consultants can also advise firms on what
workflow tool to use to create the best workflows,
what data to measure, and how to use that data to
continually improve its operation. They also bring
industry knowledge of best practices, knowledge of
the best software to increase efficiency, current market
rates,and can provide a targeted RFP if your firm
decides to investigate the market for any services.

In the end, the most important thing is to get it right.
Firms have the momentum for this change now and
it is critical to develop a strategy and solution based
on hard data that will result in lawyer buy-in. As the
evolution of hybrid accelerates across the market, we
are excited to be part of what the future will bring.
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Cost Recovery — Post-COVID

The more things change, the more cost recovery stays the same.

Law firm operations are different now. Obviously, the biggest impact of COVID has been the inception
and continuation of the hybrid work environment. This has had a notable ripple effect in two ways —
the first has been a kick in the pants on law firms migrating to a digital working environment which has
propagated a notable increase in onsite scan volumes. The other has been an expected decrease in
onsite volumes of b&w and color copies and prints. For firms that have been relying on this volume to
maintain this recovery stream, this decrease has been disconcerting and calls into question the
viability of recovery. For firms that have moved to scan recovery, the resulting increase in scan
volume has lessened the impact of the decrease in copy/print volumes.

In 2021, Mattern conducted a survey focused on examining how hybrid operations were impacting
cost recovery. In this follow-up survey of 2023, we can see many of those trends touched on in that
survey solidified as firms have adjusted their cost recovery strategies to the hybrid environment.

What are Firms Recovering?

As you can see in the chart below, from 2021, the percentage of firms recovering traditional areas of
cost recovery are trending upwards with an 11% increase in both B&W and color copies and a more
than 20% increase in b&w and color prints. Legal research and data storage are both continuing to
trend downwards with a 24% decrease in recovery for legal research and an 18% decrease in recovery
for data storage/hosting. Litigation support/eDiscovery services also increased by 7% with some firms
recovering costs by billing as an hourly professional fee.

Areas of Cost Recovery
100%
90%
80%
70%
60%
50%
40%
30%
| I | i
10%
& & & & ) & K & N
(JoQ\ (}oQ\ &€ o&% &L Q}\\\Q ds\b S \2\0&\ 3 s° Q/«\Q S ° QQ,O
NN ¢ ST S GRS P T N A AT AR
N RN N & & @ & & & e
® C o & & Q & & & &
A A S © & P R
& & OQQ @% Q &
S N S P & S
& ¢ o~ S
C Ny 3 >
&° &
w2021 m2023




How are Firms Doing it?

Ninety-two percent of respondents are utilizing a traditional cost recovery model to recover soft costs
while 8% are recovering only hard costs where costs are incurred as a 3™ party invoice and passed
through to the client.

Home, Office or Both?

Given the hybrid workplace, a limited number of firms have adjusted to recover costs from the home.
Since 2021, we've seen an 11% increase in firms that are recovering costs created in both home and
office environments.

Hybrid Considerations of Cost Recovery

100%
90%
80%
70%
60%
50%
40%
30%
20% .
10%
Em = i ——
Only recover costs Only recover costs  Only recover costs that Recover costs created Other
created in the office.  created in the office, can be captured both in the office and
We have no plansto  but considering cost  without an embedded home environments
recover any costs recovery in home or physical terminal
created in the home environments (e.g., print, legal
environment research, or litigation

support created in the
home environment)

w2021 m2023

Firms are facing more pushback from clients on soft cost recovery areas where they’ve historically
encountered it with the biggest pushback in B&W copy/print and legal research with more than half of
respondents noting they are challenged on these costs. Further, many clients are refusing to pay soft
costs for many areas at an increasing rate from our 2018 Cost Recovery Survey. However, one area
that continues to see a decrease in pushback is in word processing despite an uptick in respondents
who are recovering in that area.

One interesting area to note is litigation support. Client pushback had been steadily increasing from
2012 through 2018, but no respondents reported client pushback on litigation support in this year’s
results even though more respondents indicated they are recovering these costs.
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What areas are clients refusing to pay at the onset of an
engagement?
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Firms’ strategies for clients who refuse to pay soft cost disbursements are consistent with prior survey
results with 58% allocating these costs to a billable client-matter number and written off, 34%
allocating costs to an internal overhead or a non-billable client-matter number, and 8% allocating
costs to an attorney/practice group area.

Allocation of Costs - Clients that refuse
to pay
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Net realization of soft costs has continued to decrease from previous survey results.

Respondents to this survey reported a billable ratio for copies, prints, and scans at 43% representing a
14% decrease from 2018. Coupled with a lower percentage billed (63% in 2023 compared to 77% in
2018) and a lower percentage of these costs paid by clients (71% in 2023 compared to 85% in 2018),
the net realization has dropped by more than half.

Confidential
© 2024 Mattern & Associates, LLC * All rights reserved.



Billable, Billable Billed, Billable Paid, Net Realization

Billable % Billable actually Billed Billable actually Paid Net Realization
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These results show a decline in every measure of recovery for firms since 2018 and a continuation in
the trend we saw prior to the 2018 survey with clients pushing back more on the recovery of soft
costs. It’s not surprising that as inflation has led to rising costs clients are refusing to pay for ancillary
services.

While soft costs remain a source of contention between firms and clients, firms have been successful
in recovering hard costs with respondents reporting a net realization of 94% of hard cost
disbursements after internal/external write-offs, which represents a 4% increase from our 2018

survey.
Hard vs. Soft Realization
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Given the low realization on soft costs, firms will need to develop strategies to reduce the soft costs
involved, find creative ways of billing, such as adding to each billable hour, adding a flat percentage of
total charges, integrate these costs into their fees, or abandon recovery of soft costs.
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As seen in the chart below, 57% of respondents noted they’ve considered foregoing these charges
entirely, 43% considered adjusting fees to include cost recovery or adding a percentage to its fees to
recover costs. However very few firms have migrated in that direction.

Soft Cost Recovery
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Legal Research

Legal research has been a consistent struggle for firms to recover. Through 2016, net realization had
dropped consistently bottoming out at 25% in 2016 before a resurgence in 2018 to 37%. Once again,
legal research net realization is on the decline at 31% based on this survey.

Surprisingly, though net realization declined, both the billable amount billed increased 5% and the
percentage paid by clients increased 2% from 85% in 2018 to 87%. The decline in net realization can
solely be attributed to a decline in billable ratio, which decreased a whopping 17% from 69% in 2018
to 52% in 2023.

Confidential
© 2024 Mattern & Associates, LLC = All rights reserved.



Legal Research Net Realization
50%
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%
2008 2010 2012 2014 2016 2018 2023

e Net Realization

These results beg the question as to whether the decline from 2023 is based on the perception that
clients won’t pay for legal research vs what the data is showing that clients are paying legal research
charges at a very high rate.

Takeaways

Uptick in Recovery Dollars: There has been an increase in the recovery of dollars as a percentage of a
firms’ total revenue. From the previous figure of less than 1% in 2021, the 2023 survey shows that
77% of firms are now reporting recovery dollars greater than 1% of total revenue.

Changes in Cost Recovery Areas: Traditional areas of cost recovery like B&W and color copies and
prints have seen an increase in recovery despite decreasing volumes. Conversely, there has been a
decrease in recovery in such areas as legal research and data storage/hosting.

Challenges in Soft Cost Recovery: Firms are facing significant pushback from clients in soft cost
recovery areas like B&W copy/print and legal research.

Shift in Client Attitudes: Interestingly, there's no reported client pushback in litigation support cost
recovery, suggesting a possible area of client tolerance or acceptance where firms can focus their
recovery efforts.
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Going Forward:

As so eloquently stated by Rebecca in season 1 of Ted Lasso, “Turn your disadvantage into an
advantage.”

Need for New Strategies: With the low realization of soft costs, the impact of the hybrid environment
and the pressure to decrease costs, the survey (again) underscores the need for new strategies to
recover costs. These could include reducing the use of soft costs, integrating some items into fees,
developing a hard-cost based billing model, or even abandoning the recovery of soft costs altogether.
These moves, coupled with the need for firms to restructure its administrative support model due to
the hybrid environment, the advent of Al and the possibility of recovering costs associated with that
technology, provides a blank slate for firms to develop a new cost recovery strategy that actually
reflects how they currently work and will work in the future.

We are not advocating what Ted Lasso stated in response to Rebecca’s comment, about “causing
confusion or creating chaos,” however it is an opportunity to develop a model that truly reflects how
firms work and will work in the future.

) MATTERN

Unbiased Experts in Law Firm Operations

223 Wilmington/West Chester Pike, Suite 104
Chadds Ford, PA 19317 = P (610) 459-7750
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'8 Objective

Law firms routinely handle large amounts of data, both in
hard copy and electronic form, with a majority of this data
being sensitive and/or confidential, driving the need for
robust information governance (IG) programs. Chief Legal
Officers rank key components of a comprehensive IG
program, such as cybersecurity, regulatory compliance, and
data privacy as the most important issues they face year over
year, according to the ACC CLO Survey in 2023.

IG programs are designed for the protection, management,
security, and availability of a firm’s information, fostering
compliance with legal and regulatory requirements, while
simultaneously improving the firm’s overall efficiency and
productivity. At the core of all IG is the desire to maximize
the value derived from data, while mitigating the risks and
roadblocks to compliance maintaining it presents.

An effective IG policies and procedures framework serves to
guide employees on appropriate data use, where information
should be stored, and how and when information should be
disposed of (returned to client, destroyed, or converted to
vital record status). IG programs further help with regulatory
and outside counsel guideline compliance (OCG), operational
efficiency, and reducing discovery costs.

Mattern’s purpose for developing the Information
Governance Survey was to answer the primary question most
firms pose, but to which no prior industry-wide benchmark
exists — what are our peer firms doing in this area?

Throughout Mattern’s engagements, with firms of all sizes,
this question commonly surfaces regarding a variety of
topics, including email retention, digitization programs, or
how to curb data sprawl across network shares. Our intent is
to keep the survey open to capture evolving IG trends along
with new survey questions derived from participant feedback.

We’re pleased to share the results.

Key Findings

An overwhelming majority (94%) of respondent firms reported
currently having some kind of |G policy in place. Moreover,
many firms (86%) have recognized the importance of IG by
having positions within their respective firms dedicated to
overseeing records/|G.

Cost considerations underscore the financial implications of
effective data management. While a significant portion of firms
surveyed noted cost-related factors as drivers for creating and
implementing |G policies, cost is more of a concern for small
firms than large.

I 2024 Mattern Information Governance Report

Two examples are the cost of hard copy records in off-site
storage, which is a concern for 36% of large firms and 57% of
small, and the cost of data storage in the document
management systems, network shares, email accounts, etc.
which is a cost concern for only 9% of large but 43% of small
firms.

Beyond the financial implications, several additional challenges
manifest themselves in the day-to-day implementation of
successful IG programs, most of which are internal to the firm,
regardless of size, but do extend beyond the firm’s walls as
well. For example, over half (54%) of firms say they struggle to
comply with outside counsel guidelines.

Even more telling is the overall, substantial non-compliance
rate of 44% and endemic cultures of “granting exceptions”
reported by both large and small firms (31%). Extracting firms
with mature 1G programs, and removing those without, we see
that 47% are compliant with most IG policy elements.

Enforcement/compliance is clearly the biggest challenge, at
firms of all sizes. Overall, only 4% of all respondent firms
reported strict compliance with their IG policies (9% of large
firms and 0% of small firms). Although mandating strict
adherence to any/all IG policies/procedures may seem like an
easy fix, taking a step back reveals the lack of
enforcement/compliance is far more complex than that and is
driven by other G related variables.

i Data Organization

A significant percentage (27%) of law firms indicated they have
no formal structure in place for their network share drive
content, characterizing these repositories as the “Wild West.”
This lack of a meaningful folder taxonomy perpetuates poor IG
practices, in so much that information cannot be associated
with specific clients or matters for the application of
appropriate retention schedules and/or ethical walls.

Remediating information in network shares is a daunting task
for any IT or IG professional, one that largely results in
“kicking of the can" in Mattern’s experience, further
exacerbating the issue and associated risks. Fortunately, only
17% of firms with mature |G programs report this “Wild West”
network share drive situation, with 67% of these firms forcing
client/matter folder taxonomy at matter opening and another
8% not permitting the creation of these workspaces at all.

Also, a substantial percentage of firms mention challenges
related to unstructured information in network shares, email
accounts, and the inability to collaborate effectively (33%) or
apply ethical walls (15%) outside of the document
management system (DMS).

These challenges suggest firms are striving to streamline
information management for improved collaboration and
security compliance. These values are also significantly lower
in firms having a hybrid paper/electronic IG program (18% and
6%, respectively), due in all likelihood to their more mature I1G
program and information being appropriately profiled in the
DMS, where collaboration can take place while appropriate
access rights are applied.
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Additionally, independent of how well a firm’s data is
structured, there is the constant struggle regarding retention.
Retention is relevant to a wide array of data repositories,
including document management systems, eDiscovery
databases, network shares, extranet file shares, lawyer,
administrative, and support staff email accounts, email
archives, and more.

Likewise, clients are communicating their concern over
retention practices through prescribing these topics in
outside counsel guidelines. Complicating matters, a
significant percentage of firms, both large and small (56%),
indicated they currently have no strategy in place for limiting
data sprawl, and they have not applied retention to
electronic files, in direct conflict with client wishes in OCGs.

Responses regarding what to keep and for how long differed
greatly. The most common retention schedules adopted by
law firms for lawyer email accounts is no retention or
unlimited retention (47%). This extends to maintaining
former lawyer email accounts indefinitely (33%), and no data
purge applied to support staff and administrative leadership
email accounts (34%) even following departure (20%).

Email retention practices are improved, however, for those
firms reporting mature IG programs in place. 31% have
unlimited retention applied to current attorney email
accounts and indefinite maintenance of departed attorney
email accounts is reduced slightly to 27%.

It should come as no surprise that the common practice of
not deleting emails extends to email archives, where the
most common retention schedule adopted by law firms is
unlimited.

For extranet file share content, the most common retention
schedule is also unlimited (37%). This means content in
extranet file shares is not automatically deleted and is
typically retained indefinitely, or until the IT department is
challenged with escalating cloud storage space/costs.
Interestingly, only 8% of firms reporting to have deployed
comprehensive |G programs fail to address automated data
purge in extranet file shares.

Moreover, the most common retention schedule adopted by
law firms for unstructured, user-created repositories is
unlimited (57%). However, survey results show that this
indefinite retention schedule is reduced to only 31% of firms
with comprehensive IG programs.

Retaining network share drive information indefinitely is no
surprise given the previously mentioned “Wild West”
situation most firms describe, translating into a significant
data mapping project to unravel. In many cases, a decision as
to the degree of risk a firm is willing to accept in purging
information without first structuring and aligning it with
client/matters is warranted.

I 2024 Mattern Information Governance Report

For network share drive content structured in client/matter
directories the most common retention schedule adopted by
the industry is once again unlimited. While this degree of over
retention is concerning, the taxonomy exists to make quick
work of either aligning content with the rest of the matter file’s
retention period or profiling this content to the document
management system. Further, no firms with comprehensive 1G
programs reported unlimited retention applied to structured
network shares, with 77% aligning these with the rest of the
matter file’s paper and DMS content.

In contemplating litigation as it relates to retention, 44% of
firms expressed concerns about the potential for being
subpoenaed to produce over-retained information that could
harm their clients in future disputes. This risk factor highlights
the importance of data retention and risk mitigation from yet
another perspective... if you don’t have it, you can’t produce it!

The survey also highlighted a majority of clients (65%) are
pushing for OCGs to include clearly defined retention Llimits
regarding client-provided information and firm work product,
and this push for retention applies to both large (64%) and
small (50%) firms.

In summary, the importance of a compliant |G program cannot
be overstated. Clients are requiring outside counsel to advance
IG initiatives, namely ethical screens and data disposition,
beyond a typical lawyer’'s comfort zone. However, it’s hard to
escape the reality that cybercrime continues to escalate,
privacy regulations are expanding, and law firms continue to
serve as targets for discovery requests. As evidenced by these
survey results, the industry has made positive steps in recent
years but has a long road ahead to achieving defensible 1G
programs.

About the Survey

The survey is the first of its kind, targeting the legal market and
taking a deeper look into the specific practices of information
governance within law firms. Fifty law firms participated,
ranging in size from 21 to 3,000 attorneys. The breakdown by
firm size is as follows:

Participant Firm Size
by number of attorneys

over 1,000 under 100

101-250

501-999

251-500
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About Mattern

Mattern is the leader in law firm operations consulting and cost recovery solutions. In over 25 years of proven success, Mattern
has serviced nearly half of the Am Law 100, 70 of the Am Law 200, and has provided unbiased strategies for measurably
improving workflow efficiencies and the cost-effectiveness of firms’ office and administrative services, records and information
governance programs, in over 500 engagements. To learn more, please visit our website at www.matternassoc.com or email

info@matternassoc.com.

If you would like to discuss more detailed information on the results across policy, compliance and enforcement, retention and
retention triggers, digitization practices, matter mobility, and software applications, please contact Mattern.
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