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Welcome &

ALA Credit Al A

Association of Legal
Administrators

4 N

* CLM® Credit: 1 Hour Financial Management
* ALA-recognized webinar

» Designed for managing partners, admins,
and finance staff

|_‘ LeanLaw




Meet Your

e Gary Allen
e Founder, LeanLaw
» 35-year practicing attorney

* Painful experiences from

poor law firm management
GARY ALLEN

* Laser-focused on helping Founder, LeanLaw
firms be happier and more
profitable




The 3 Pillars of

Efficient Productive  Aligned Products
Processes People & Services

() LeanLow



Three
Levels of

Financial
Metrics

Gas
Gauges

warning
Lights

Performance
Tuning



c— Gas Gauges

Metrics That Drive Cash:

WIP
Billed
Collected

Cash Flow




D LeanLaw

Track unbilled work to monitor revenue pipeline
and ensure attorneys / paralegals are fully utilized

Ensure billable time isn’t missed
Eliminate billing bottlenecks
Anticipate billing difficulties
Track fixed fee profitability

Track trends
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Understand how long it
takes to get paid

Highlight billing delays by
timekeeper or client

List to follow up on AR

Better understand future
cash flow

Helps planning

Understand write downs
and write offs
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Collected

Monitor Key to liquidity Identify billing
payments and partner & collection

received draws problems
Refine : Enhances client
- Drives e
billing communication

accountability

practices and satisfaction



Cash Flow

D LeanLaw

Assess near-term operating cash

Plan for major outflows or draws

Identify financial trends & risks

Improve profitability

Improve financial stability




a— Warning Lights
Revenue - Overhead = Profit

Performance Metrics:

Capacity Collection

Utilization Overhead %

Realization Profit




Capacity & Utilization

Capacity = Revenue potential Why track capacity
& utilization?
o Capacity:
What are real

Utilization = % of time spent :
expectations?

on billable matters

e Can be total time or o Utilization:
billable budget Are our people
busy?
N J

(b LeanLaw



Realization & Collection

Why track
realization?

o Realization: Is
our work
efficient?

o Collection:
Are we getting
paid?

Realization = Time Billed

Collection = Time Collected




Overhead & Profit

Overhead % = Operating cost
/ Revenue (not including
salaries)

Profit = Revenue - Overhead

‘b LeanLaw

Why track
overhead %?

o Are our
operations
efficient?




Your Law Firm Report Card

Law Firm Financial Report Card

Data Categories Financial Data Input

Firm Type
Firm Size (# Lawyers) Large Mid (21-39)

Your Role Administrator / HR

# Lawyers | Other Billable
Staff
#Non-Billable Staff

Avg Total Expected Hrs ! Yr/
Atty (Billable + Non-Billable)

Avg Expected Billable Hrs | Yr
Avg Billable Hrs Worked | Yr
Avg Billable Rate

Avg Non-Billable Clerical Rate

Strategy Type Financial Metric Amount

Strategy 3

Metrics
After
Strategies

% After Grade After
Strategy 5 Strategi Strategi

Strategy 4

Billable Capacity 510,800,000

Utilization ($ worked) $8,400.000

Revenue Effectiveness

Realization (§ billed) 8% 95% G
Collection (§ collected) 1% 5%

Cost Saving Overhead 4% 30% D
Profit 52,800,000 5% 6% D

Working Capital Change

Improve Profitabilty of Fixed Fee
Matters: Ensure fixed fee matters are
profitable by tracking tme and
optimizing pricing

Mitgate Cash Flow Risks with
Financing Options

Provide BNPL and litigation financing
to address low cash balances and
Ihigh contingency AR

Reactivate Inactive Matters to Enable
Bising

Identiy and resume work on inactive
matters to generate additional bitable
revenue

Reduce Expense Overruns to
Improve Profitability:

Lower excessive expenses to
improve overall proftabilty.

Improve Scheduling Effciency to Free
Up Billable Time:
Optimize lawyer schedules to reduce
conflicts and free up time for billable
work.

Prevent Revenue Delays from WIP:

Reduce WIP delays to ensure timely

billing and avoid bottlenecks.

Accelerate Cash Flow by Reducing
AR Aging: Speed up collections to
improve cash flow and raduce AR
aging from 38 to 30 days.

$10,800,000

360,000 $8.760.000

Reduce Revenue Loss from Invoice
Write-Offs: Use trust automation to

reduce invoice write-offs and ensure. $164.400 $8.024.400 2%
payment
45,200
Reduce Adminsiaive Tme 0 1579 2 4,cq ime Spnt on Onsoarding
d Support

Automate invoicing, payment o
recording, and billing cycles to save l"""':““ Eolagzeok) f"“ ey, S520800 | 52470200 2%
. ime to improve operational eficiency.

$1.045200  $5.366.000 50%

5375250

The Warning Lights
For Your Business



HOMEWORK

Which warning light blinks
most at your firm?
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The Wake-Up Call

e Best-in-class
firms outperform

by

e Over a 40-year
career:

Revenue - Overhead = Profit

AV (I3 Best-in-Class

Capacity $540k $540k

Billable
Utilization

Realization 83% 95%

78% 95%

Collection 89% 95%

Overhead % 48% 30%

Profit/Atty $118K $318K

Lifetime Profit $4.7M $12.7M




Performance Tuning

/ e  Write-down % \
e  Write-off %

« Effective billing rate

» Average billing rate by timekeeper

* Realization % by client

The PrObIem * Readlization % by matter type
with Performance « Billed-to-collected lag time

Tuning « Collected per timekeeper
- J/« Worked-to-billed ratio

* Unbilled time aging by timekeeper

* Profit margin per matter

» Profitability by practice area

* Flat fee margin variance
* Fixed fee overage frequency

Report latency (time from close to report)



The Problem with Performance Tuning

c e Cost per matter (with \W
overhead allocation) e ~
 Client lifetime value * Partner draw ratio
« AR aging by client  Compensation-to-collection delta
 Client-level realization « GL account variance
e Trust balance by client » Deferred compensation accrual
« Evergreen retainer status » Operating cash flow forecast accuracy
e Time capture variance * Budget vs. actuals by department
(worked vs. tracked) » Utilization variance by month
« Expense recovery rate * Non-billable time analysis
e Collection rate by billing * KPI compliance scorecard
attorney * Dashboards per role
« Originating vs. working -

attorney receipts



Refocus Diagnostic Use

Diagnostics are powerful—but only if tied to action.
Use them to target specific problems.

Don’t track Prioritize Review Link each
everything 3-5 focus weekly or to a
metrics monthly process
owher and

a goal




Improve Utilization

~
g W (S'rra'regies:
Targets: [ | Fix time
Metrics: tracking,
95% Delegate
. admin
Time Capture
Variance,

Unbilled Time

D LeanLaw



Improve Realization

Targets:

95%

D LeanLaw

W

- R
Strategies:

-

Metrics:

Worked-to-Billed,
Write-Down %,
Effective Rate

Reduce
discounting,
improve
pricing




Improve Collections

4 . N
g W Strategies:
Ta rge'rs: : M i Retainers,
o efrics: Payment links,
95 /O AR aging Reminders,
Write-off’%, Communication
Collection lag

D LeanLaw



Reduce Overhead %

- . N
s W Strategies:
Targets: [ I‘D‘.‘:I*."m‘“e
- ) I Ing’
30% Metrics: Reduce tools,
COS:'r Pre" Streamline ops
matter,

Admin hours/
invoice,
Staff to
attorney ratio

D LeanLaw



Align Metrics to Roles

Create
dashboards
by role:

D LeanLaw

/

=) MPs

=) Admins

=) Bookkeepers
=) Attorneys

=) Paralegals




What Will AI Do?

Great
promise,
real risks:

D LeanLaw

/

=) Data Set-up
=) Agent Design
=) Strategy

=) Math

=) Confidentiality
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Key

Takeaways

ol

02

03

04
05

Gas gauges for
day-to-day

warning lights reveal
root causes

Data isn’t free and it
can dilute your focus.
Use diagnostics
sparingly for most
important priorities
(ideally 5 or less)

Link metrics to roles

Keep your eyes on Al
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Free Tools

® Slides and Recording

® Firm Financial Report Card.
Fill out and return for free
customized law firm
profitability report.

SCAN TO
SCHEDULE

® 15-minute free consult

(b LeanLaw
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Thank You!

gary.allen@myleanlaw.com

www.leanlaw.co

.................... 888.882.3017



