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- Lawyers ofien give discounts on their stated rates, or firms arange allemative feg pians with
~ ollents, including caps on fess, reteiners or other flat rages for legat work. Stil, finns jsan on

.- . comes from stternative fee Efructures, according to Sieve Neison of the McCormick Group
- Ine, = legal cenisulting frm in Northemn Virginia,

~ Dinsmore & Shohi, a Cincinnati-based firm, has changed the Way i sets rates instegd of
. ~ditching the biliable modet,
"The biflabie hour is st VEry important, There's probably 100 reasons for that," firmm
chairman George Vincent eaj .

.- Dinsmore opened gn office in Washington in 2011 « 50 billing rates for lawyers in the ngtion's
- - tapial notched higher than at the regt of the firm, At the same time, associates faced 5 shift
 away from rates that rige jn lockstep to individualized Pricing, Vincent seid. Dinsmore alsq

has added honparinertrack associates 1o cut some fees. The firm's lawyers charged
“between $590 and $176n 2010, but they ranged between $850 ang $160 in 2014,

- The spread shows a rate expansion that mimics the decislons made by other fimg —.
Increases for top eamers while sgueezing vaiue where they can,

h Associates, on 8verage, charged $306 an hour af 28 firms In the NL) study In 2014, an

The deleveraging of lawyers in the indus
Pay for legal work performead by first-year associates, Nelson sald, Associates instead frajn,

during thejr firet Year, or work on pro bono or the equivalent of clerk and paralegal tasks,
utseureing some work to cheaper consullants and firms plays into the Pricing models more

every ysar.

with an $1,800 hourly rate for Theodore Oison,

The billing rate story was different in bankrupiey matters. These numbers showed that the
prectice eres,

2012, The NLJ found fewer partners mentioned in new bankruptoy filings in 2014 compared
with the previous years. On average over three years, bankruptey partners charged about
$478 an hour, acsording io records from muore than g.apo_ firm shareholc(grs. LT .
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" in 2012, when rates were higher, elile New Yotk firms told courts their partners samed
~** 81,000 an hour or more on the work. This $1,000-an-hour club inciuded three partners from
- Pgu!, VVeiss, Rifkind, Wharton & Garrison end two partners from Well, Gotshai & Menges.

" i also Inciuded & teern of nine Sullivar 8 Cromweal! partners who charged $1,150 an hour
. egch fo represent Eastman Kodek Co. In s bankruptcy.

- In 2014, the rates for bankruptcy work topped out at about $800 an hour, according to the
. data. Two perners from Pachuiski Stang Zishi & Jonas, & Los Angeles corporate
“ restructuring boutique, charged $875 and $B05 each for their work on the bankruptoy of

- staffing company Ablest Inc.

. Copyright 2015. ALM Media Propertiss, LLC. All fighis reserved.
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Body

As recently as five years ago, law partners charging $1,000 an hour were outliers. Today, fou r-figure hourly rates for indemand partners at the most prestigious firms don't
rase eyebrows-and a few top earners are closing in on $2,000 an hour.

These rate increases come despite hand-wringing over price pressures from clients amid a tough economy. Bult everrising standard billing rates alsc obscure the growing
practice of discounts, fathng coliection rates, and slow march toward alternative fee arrangements.

Mearly 20 percent of thie firms included in The National Law Journal's annuai survey of targe iaw firm billing rates this year had at least one partner charging mere than
51,000 an hour. Gibser, Punn S Crtcher wpartner Theodore Olson had the highest rate recorded in our survey, billing $1,800 per hour while representing mobile satellite

service provider LiahtSquargd [ne. win Chapter 11 proceedings.

Of course, few law firm partners claim Olson's star power, His rate in that case is nearly the twice the $980 per hour average charged by Gigon. Duan wpartners and three
times the average $604 hourly rate among partivers at NLJ 350 fems. Gibgon Dynn wchairman and managing partner Ken Doran said Oison's rate is "substantialy” above
that of other partners at the firm, and that the firm’s standard rates are in fine with its peers.

“while the majority of Ted Olson's work is done under alternative billing arrangements, his fisuriy rate reflects his stature in the legal community, the high demand for his
services and the unigue value that he offers to clients given his extraordinary experience as a former solicitor general of the United States whoe has argued more than 60
cases before the U.S. Supreme Court and has counseled several presidents,” Doran said,

in reviewing biling tata this year, we took a naw approach, asking each firm on the NLI 350-our survey of the nation's 350 largest finms by attorney headcount-te provide
their highest, fowest and average billing rates for assodates and partners. We su pplemented those data through public records, All together, this year's survey includes
information for 159 of the country's largest law firms and reflects billing rakes as of October.

The figures show that, even in a down economy, hiring a large law firm remains a pricey prospect. The median among the highest partner billing rates reported at each firm
is 775 an hour, while the median low partner rate is $405. For associates, the median high stands at $510 and the low at $235. The average associate rate i5 $370,

Multiple industry studies show that jaw firm bitling rates continued to chimb during 2013 despite efforts by corporate counse! to rein them in, TyMetrix's 2013 Real Rate
Report Snapshot found thal the average law firm billing rate increased by 4.8 percent compared with 2012, Similarly, the Center for the Study of the Legal Profession at the
Georgetown University Law Center and Thomson Reuters Peer Monitor found that law firms increased their rates by an average 3.5 percent during 2013.

Of course, rates charged by firms on paper don't necessarily reflect what clients actuaily pay. Billing realization rates-which reflect the percentage of work billed at firms'
standard rates- nave fallen from 89 percent in 2010 to nearly 87 percent i 2013 on average, according to the Georgetown study. When accounting for bifled hours actuaty
collected by firms, the realization rate falls to 83.5 percent,

"Wwhat this means, of course, is that- on average-law firms are collecting only 81.5 cents for every $1.00 of standard time they record,” the Georgetown report reads. "To
understand the full impact, one need only consider that at the end of 2007, the collected realization rate was at the 92 percent ievel”

In other words, law firms set rates with the understanding that they aren't fikely to collect the full amount, said Mark Medice, who oversees the Peer Monitor Index. That

dex gauges the strength of the legal market according te economic indicators including demand for legal services, productivity, rates and expenses. "Firms starl oul with the
idea of, 'l want to achieve a certain rate, but it's likely that my client will ask for discounts whether or not 1 increase my rate," Medice said.
indeed, firns bill nearty all hourly work at discounts ranging from 5 percent Lo 20 percent off standarg rates, said Peter Zeughauser, a consultant with the Zeu:ghauser Group.

https://advance.lexis.com/document/index?crid=d38d5fad- d4f3-4071-b9bb- a6bf454572¢68 pdpermalink=5{8u90d9- 106a-4168- bd72-f909a568ee8d&pdmfid= 1000...  1/5
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Discounts ¢an run as high as 50 percent for matters billed under a hybeid system, wherein a law firm can earn a premiumn for keeping costs under a set level or for obtaining a
certain outcoime, he added, "Most firms have gone to a two-tier system, with what is essentially an aspirationat rate that they occasionally get and a lower rate that they
actuaily budget for,” e said,

tMost of the discounting happens at the front end, when firms and clients negotiate rates, Medice said. But additional discounting happens at the biling and coHections stages,
Handling alternative fee arrangements and discounts has become 5o complex that maore than half of the law firms on the aAm Law 100-NL) affiliate The American Lawyer's

ranking of finms by gross revenue-have created new positions for pricing directors, Zeughauser said.

THE ROLE OF GEOGRAPHY

Unsurprisingly, rates vary by location. Firms with their largest office in New York had the highest average partner and associate bifling rates, at $882 and $520, respectively.
.Similarly, TyMetrix has reported that more than 25 percent of partners at targe New York firms charge $1,000 per hour or more for contracts and cominerdal work,

wWashington was the next priciest city on our survey, with partners charging an average $748 and associates $429, Partners charge an average $691 in Chicago and
associates $427. In Los Angeles, partners charge an average £665 while the average associate rate is $401,

pricing aiso depends heavily on practice area, Zeughauser and Medice said. Bet-the-company patent litigation and white-cedlar litigation largely remain at premium prices, while
practices including laber and employinent have corme under huge pressure Lo reduce prices.

“If there was a way for law firms to hold rates, they would do it. They recogrize how sensitive clients are to price increases,” Zeughauser said. But declining proflt margins-due
int part to higher Lechnology costs and the expensive lateral hiring market-mean that firms simply lack the option to keep rates flat, he said.

BILLING SURVLY METHODOLOGY

The National Law Journal's survey of billing rates of the fargest U.S. law firms provides the high, low and average rates for partiers and associates.

The NL3 asked respandents to lts annual survey of the nation's largest law firins (the NL3 350} to provide a range of hourly billing rates for partners and associates as of
October 2013, '

For firms that did not supply data to us, in many cases we were able to supplement billing-rate data derived from pubiic records.
In total, we have rales for 159 of the nation's 350 largest finms,

Rrates data include averages, highs and low rates for partners and associates. Information alse includes the average full-time equivalent (FTE) attorneys at the firm and the
city of the firm's principal or largest office. : ’ ’

Ve used these data to cakculate averages for the nation as @ whole and for selected cities.

Bifling Rates at the Country's Priciest Law Firms

Here are the 50 firms that charge the highest average hourly rates far partners.

Billing Rates at the Country’'s Priciest Law Firms

FIRM NAME _LARGEST AVERAGE FULL- PARTNER ASSOCIATE

u.s. TIME HOURLY  HOURLY
OFFICE EQUIVALENT RATES RATES
ATTORNEYS'

AVERAGE HIGH LOW AVERAGE HIGH LOW

' Fult-time equivatent etarmey numbers and the targest U.S. office are from lha NLJ 350 published in Aprit 2013. For
.compiete numbers, please see dlJcam
™ Firm did not exist in this form for the enbire year.

Debevoise & Mew York  B15 51,085 $1,075 §955 $490 $760 5120
Pklmptcn
New York  BO3 $1,040 $1120 3760 $600 $780  $280
New York 1,735 $1,035 $1,150 $845 3620 $845  $340
Ered Frank
ns Sheiver §
55 New York 470G $1.000 $1.100 $930 §595 $760  $375
New York 2033 $3580 $1.110 $BO5 $605 8725 $465
Gigson, Dunn & New York 1086 $980 $1,800 $765 $590 §830 3175
Crutcher
Davis Polk & New Yark 787 5675 $985 3850 $615 3975 $130
\d\arrjwell
'glrr &
;-.a agher w New York 540 %950 §1.090 $790 3530 $7390 $350
Cadwafader, New York 435 $930 $1,050 $800 3605 $750 $395
Wickersham & Taf
Wil (atshal &
AanQEs v New York 1,201 $530 $1,075 $625 $800 $750 $300

https://advance.lexis.com/document/index ?crid=d38d5fad-d4f3-4071 -b9bb-aBbfd54572c6&pdpermalink=5{8bS0d9- 1bBa-4168-bd72-fa09a%Seebddpdmfic=1000. ..
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FIRM NAME
u.5.
QFFICE
. Quinn Emanuel New York
‘Urguharl & Suttivan
. Witmer Culler Washington
Pickering Hale and
Dorr
Dechert New York
Andrews Kurth Houston
+5 Hubbam &
New York
frgll & Manella v Los
Angeies
Proskauer Rose New York
White & Case New York
14
San
Francisca
Pilisbury Winthrop  VWashington
Shaw Pitimarn
. Kaye Schoter New rork
Kramer Levin New York
Naftalis & Frankel
Hogan Loveils Washington
Kasnwily, Banson
crres & Friedman
- New York
Kakiznd & Eilis »  Chicago
Cooley Palo Alte
Ameld 8 Poter »  Washington
Paul Haslings New Yotk
Curlis, Mallet- New York
Prevost, Colt &
Muasie
Wi v & Biawen
- Chicago
Bingham Boston
McCutchien

Alin Gump Strauss Washington
Hauer & Feid
[

Washinglon

fng & Spalding «  Alanta

Noran Rose

Fuibright

DLA Piper
arewal &

Baker & McKer

NiA"

New Yark

Haustan
vzie  Chicaga

Dickstein Shapira  Washington
Jennaf & Block = Chicago

Jones Day

New York

Los
Angeles

Seward & Kissel » New York
Yhalveny & dlyers

Los
Angeles
2UNGLAMILE

Chicago
Reed Smith Pittsburgh
Dentans A~
Jeffer Mangeis tos
Butler & Mitchelt Angeies

Los

Angales

Attanta

THE FOUR-FIGURE CLUB

These 10 firms posted the highest partner billing rates.

hitps://advance.lexis.com/document/index ?crid=

LARGEST AVERAGE FULL-

TIME HOURLY
EQUIVALENT RATES
ATTORMNEYS

AVERAGE
897 3915
961 $9058
803 $500
348 $890
344 $890
164 $690
746 $860
1,900 $875
1,010 $48645
502 $865
414 3860
320 $B45
2,280 $B35
365 3835
1,517 $825
632 $820
748 $815
899 $815
322 $800
842 $500
900 $795
806 $785
738 §780
838 §7758
NiA" $775
4,036 3765
432 $760
4004 $755
308 $750
432 $745
2363 $745
325 $740
152 $735
738 $715
1.024 3710
1,4G8 $710
NI $700
126 $600
521 $685

3675

803

Download Table

HOURLY
RATES

HIGH
$1,075

51,250

$1,095
$1,090

$995
$376

$950
$1,050

$1,195
$1,070

$1,080
$1,025

£1,000

$1,195
§995
g0
$950
§900
$860

8695
$1,080

$1,220

$890
$895
$800

$1,028

$1.125
$1,130
$1.250
§925
$575

$705

$850
3850

£835
3845
$1.050
$B75

875

3875

THE FOUR-FIGURE CLUB

. Gibson. Dunn & Cruichar
Dickstein Shapire
Wwilmer Cutier Pickering Hale and Dorr
Akin Gump Strauss Hauer & Feid
CKasowitz Bengen, Torres & Fasdman «

Hc i
. Amps Slate Meagherg Flom «

Baker & McKenzie
hd
Yihacon & Garpson «

d38d5fad-d4f3-407 1-babb- a6bfa5457 2c68 pdperm alink=5f8b30d3-1 bSa-4168-bd72-f909a9eSeebd&pdmfid=1000...

LOwW
810

$73b

$670
§745

§725
800
$725
$700

$585
$615

5716
740

3705

$600
$590
$650
36870
$750
§730

$650
§220

5615

$605
£545
§525

$450

$575
$260
$590
3065
$445

$640
$625
3615
$525
$545

$345
§560

$490

$495

AVERAGE HIGH

§410

290

$530
§524

3555
§535

$485
$525

§525
$520

$810
$690

$340
§540
$525
$500
§640
§480

§520
§450

5525

415
$460
$400

510

$440
$335
475
$465
3435

+

$400

$420
$426

5415

$425

$1.800
$1.250
$1,250
£1,220
§1,185
$1,195
$1,150
$1,130
$1,125
$1.120

$675

$695

§738
$785

§675
§750

$875
§1.050

$725
860

$680
$750

$625
5715
3630
$610
$755
$785

$590
$605

§660
5565

3735
$5615

5750

3700
§925
3585
§550
3775

600

$530
3685

$535

§575

R G0 VO MRIROPERG 808 aff 35

PARTNER ASSOQCIATE

Low
$320

§$73

3395
$265

$365
$395

$285
3220

§230

$320
5400

$200
$235
§160
$345
$335
$345

§425
$185

§365
$320

$125
§300

$250

$275
$100
§310
$380
$205

$200

$295
§230

5276

$2B80
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On Sale: The $1,150-Per-Hour Lawyer
Lewyer Fees Xeep Growing, But Dor't Believe Them. Clents Are Demanding, and Gefiing,
Discounts

Artlcle Video Stock Quotes Comments {38} MORE 1N LAW s

By JEMNIFER SMITH B T VRS
Top pariners at feading U_S. taw firms are charging more than ever before, yet see how Xnobbe Martens
thase houwsly rates arent alf they appear ta be. wing again and again,

Having blown past the ence-shocking
price tag of $1,000 an hour, some

sought-after deal, tax and trial jawyers KnﬂbhelMaﬂens
are commanding hourly fees of $1,150

IBYOLLEGCTIUAL PROFERTY LAW §
or more, accarding to an analysis of i

billing rates compiled from public filings.

Tep pertnars al leading U.S. lew firms a1 charging But, as law firms boost their standard

mare than ever — raufinaly §1,150 or mara sn hour H

« b afler discounts and write-offs he nosebieed fates, many a_re softening l'he.bmw with

sptes sran't =i they appear lo be. Jannior Smith widespread discounis and writa-offs,

reports. Photo; Getiy Imagas. . .
meaning fewer clients are paying full
freight. As 2 result, law firms on

average are actually collecting fewer cents on the doifar, compared with their

standard, or "rack,” rates, than they have In years.

Think of hourly fees "as the equivatent of s sticker on the car at a dealership,” said

legal consultant Ward Bower, a principal at Altnan Weil Inc. "I's lhe beginning of a 2]
negotiation....Law firms think they are setling the raies, but clients are the cnes i
determining what they're going to pay.” R

)
Star ‘awyers still can fetch 2 premium, Mossberg on Apple's Shork Bats Slrkin Five False

. Wew IPhones wikd New Phata Asvumplinns Abaut
and some of them won't budge on TheRich

prica. The number of partners bifling
$1,150-plus an hour has more than
doubled since this time last year,
according to Vaiee Pariners, a
consuifing firm that maintains a
datzbase of legal rates pulled from Pepular Now Vit This?
samesfewen count filings and other publicly disclosed 1 Where Job
information, More than 320 lawyers In . Growth Is Gt_:mi.l_:g
the fam's database bilied at that level in the fitst quarter of 2013, up from 158 a year S B
earlier. ) T T -

More in Law

China's Baby-Milk Iesnes Flare Anew
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. That gilded circle includes tax experts such as Chtistopher Roman of King &
Spalding LLP and Todd Maynes of Kirkland & Ells LLP, intelleciual-property pasinar
© Nader A_ Mousavi of Sulfivan & Cromwel LLP, and deal tawyers such as Kenneth
- M. Schneider of Paul, Welss, Rifiind, Wharlon & Garrison LLP.

_Those lawyers and their firms elther declined o comment or didn't reply 1o requests
for comment.

When cotporate legal depariments need a {rusted hand 1o fend off a hostile
iakeover or win a criticai court baltie, fow general counsels wilt nitpick over whether

. a key lawyer is charging $300 an hour ar $1,150 an hour, But for legal matters

~ where their fulure isn't on the Ene, companies are pushing for--and

winning—significant price breaks,

“We almost always nepofiate rates down from the rack rates,” said Randal S, Mlich,

general counse! for phone giant Verizon Communications Inc. [VZ 1“0.29‘2&3 The
resuft, he szid, is a "not-insignificant discount.”

For the bread-and-butter work that many big law firms rely on, haggiing has become
the norm. Many clients grew accustomed fo pushing back on price during the
recession and continue {o demand discounis.

Some companies insist on budgets for thelr legal work. If a firm billing by the hour
exceeds a set cap, [awyers may have 1o write off some of that time,

Other clients refusa to work with firms who don't discaunt, lopping anywhere from
10% to 30% off their standard rates. Some may grant rale increases {o individuai
pariners or associates they deem worthy. Another tactic: locking in prices with
tailored multiyear agreements with formulas goveming whether clients grant or
refuse a requesied rate increasea.

in practical terms, that means the gap between law firms’ sticker prices and the
amount of money they actually bill and cellect from their clients is wider than i has
baen in years. ’

According to data collected by Thomson Reuters Peer Monitor, hig taw firms raised
their average standard rate by about 8.3% aver the past three years. But they
weren't able to kesp up on the collection side, where the increase ovar the same
perod was just 6%. Firms that used to collect on average about 92 cents for every
doliar of standard time their lawyers worked in 2007, before the economic downturn,
now are getting less than 85 cents. "That's a hisloric low," said James Jones, a
senior feltow at the Center for the Study of the Legal Profession at Georgetown
Law.

Ta be sure, things have certalnly picked up some since the recession, when some
clients flat-out refused to pay rate increases.

In the first quarter of 2013, the 50 fop-grossing U.S. law firms baosted their partner
rates by as much as 5.7%, billing on average between $879 and §882 an hour,
according fo Valeo Parners. Rates for junior lawyers, whose labors have long been
a profit engine for major law firms, jumped even more.

While some clients resisted using associate lawyers during the downturn, refusing
to pay hundreds of doHfars an hour for inexperienced first- or second-year attomeys,
the largest U.S. law firms have managed to send the needle back up again. This
year, for the first time, the average rate for associates with one to four years of
experiencs rase to $500 an hour, according to Valeo.

The increases continue the upward trend of 2012, when legal fees in general rose
4.8% and associate biiling rates rose by 7.4%, according to a coming report by
TyMetrix Legal Analytics, a unit of Wolters Kiuwer, [WKLAE +0.95% | and CEB, a

research and advisory-services company. Those numbers are based on iegal- -

spending data from more than 17,000 law fims.
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More than a dozen leaders at major law firms declined o discuss rate increases on
- the record, though some said privately thal ihe increase in associate rales could be
caused in part by step increases as junior lawyers gain in seniority.

Joa Sims. an antitrust partner at Jones Day and former member of the fim's
partnership committee, said clients don't mind paying for associates, as long as
ihey feel they are getting {heir money's worth,

" .Sophisticated clients, he said, tend to focus on the overal§ price lag for tegaf work,
not on individual rates. “They are more concemad about how many peaple are
" working on the project and the totat cost of the project,” Mr. Sims said. "Clients want
value no matter who is on the job.*

While a handfut of elite tawyers have successfully staked oul the high end—the deal
teams at Wachiell, Liplon, Rosen & Katz, for example—legal experts say that slient
pressure to control legal spending means most law fims must be considerably
mare flexible on price.

"There will always be some 'bet the company’ problem whera a client will not
quibble about rates," said Mr. Jones, the Georgetown fellow, *Unfortunetely, from
the Jaw firms' slandpoint, that represents a small percentage of the work."

Write to Jennifer Smith at jennifer.smith@wsi.com
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Big Law Should Raise Partner -
Billing Rates 10+ Percent Now

It's critical to the long-term vaaballty of Big Law that partners delegate more
and that firms re-balance where margin is generated raismg partner rates
aggressively will help with both | ) . . A e

By Hugh A. Simons | November 15, 2018

We're close to a peak of the business cycle. Client businesses are performing strongly; they .
can afford aggressively-increased partner billing rates. But the logic for raising rates |
strongly now is more than just opportunism; it's about Big Law’s long-term viability. For
firms to remain prosperous two things must happen: partners must delegate more and
firms must re-balance where they generate margin (i.e. profit) from more junior to more
senior lawyers, Raising partner rates aggressively now will help on both these fronts.

On delegation, let's start with two observations. First, clients have been taking work away
from Big Law and doing it in-house (or through lower-cost providers) because so doing
saves money. This shifting will intensify as the new breed of more-capable in-house lawyer
(see Figure 1) takes not just more work, but more high-end work, away from outside "
counsel. Second, more than half the hours partners bill (in many cases, well more than half)
are for work that could be done by a lawyer with a lower billing rate. These observations
connect; getting partners to delegate more will lower total client charges which is vital to

Big Law stemming the contraction of market demand. As an aside | use ‘delegate’ not
leverage’ here deliberately: when partners hear ‘leverage’ they think they have to add more,

1ofa o o ' o S T 112072018, 1:40 Py
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associates to their matters; by using ‘delegate’ | hope for partners to hear that ;nstead of
their doing an hour's work, they have an assocnate do ;t BT S

The connection between delegation and
partner billing rates isn't entirely obvious
but it's real. Many partners recognize that
much of the work they do is not true n
partner-level work, Hence, they are wary
about charging full partner billing rates;

but rather than delegating (as they should), e e o h
they appease their conscience by shavinga - e ', T '.?---;:'.__- ..;' :' -
fittle off their billing rates. Despite this . | A

back-pressure, the failure to delegate results in unnecessarily-increased ciient fees and also
denies associates learning opportunities and disinclines partners from doing that which
they should be doing, i.e. going out and finding more high-quality work. Raising partners’
billing rates assertively will push back on this dynam:c mcrease deiegatlon Iower fees and ,
thus help stem the contraction in market demand. . : ' 3

On the issue of re-balancing where margin is generated, let’s again start with two
observations. The first is that, over time, technology will continue to reduce the demand for
junior lawyer time relative to that of senior lawyers. The second is that today's billing rates
generate higher margin on junior lawyer time than on senior lawyer time. To see this latter,
take a look at the amount by which billing rates exceed compensation (converted to an
hourly equivalent) by lawyer cohort. What you'li find is that billing rates are 4.5 to 5.0 times
compensation for junior associates and only 3.5 to 4.0 times.compensation for senior )
associates and counsel, Again, linking the two observations: Big Law is on a path to see
margins and proﬁtab;llty dlmlnlsh as technology continues to erode the demand forjunlor :
lawyer time, . . S e R -

Big Law’s margin structure is befuddling. It is inverted relative to all other businesses—all
others charge a higher mark up on their higher-value products—e.g. in the rag trade, the .-

s of 4 oo T T T : ' 112972018, 1:40 P)
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mark up on haute couture is much higher than that on prét-a-porter (ready-to-wear). The
inversion is the cumulative effect of many years of raising associate rates more than
partner rates while being careful not to let senior associate and counsel rates come too
close to junior partner rates. Clients are instinctively aware of the nonsense that associate
billing rates have become; that's why they say they see the value in partner billing rates but
baik at the junior associate rates. The truly weird part is that Big Law’s wacky billing rate
structure is entirely of its own making. Clients care greatly about the total fee charged they
care little about how that total is arrived at in the jaw firm's billing system. ' :

To change this profitability trajectory, Big Law needs to raise partner billing rates
aggressively so that the billing rates of senior associates and counsel can rise so that, in
turn, the greater margin earned on the time of these more senior lawyers can offset the

loss of margin through diminished demand for junior lawyer time. This cannot be done
overnight. But it must be done at a pace equivalent to that of technology’s erosion of junior .
lawyer demand, and it must begin now as Big Law’s billing rates are already behind the - -
curve. S e e e e

in a normal year, partner rates would go up around 5 or 6 percent. Continued increases at
this rate won't fix the problem. Rates must go up more especially in years where client
businesses are performing strongly. Thus, this year partner rates shouid go up by 8 to 10 e
percent, and by more for the most sought-after partners in the busiest practices. -

It's rare in Big Law that opportunity aligns with pressing needs. But now is such a time, The
opportunity is created by the business cycle; the needs are to increase delegation and re- . -
balance where margin is generated. It's an opportunity not to be missed. . :'-'7." L

Hugh A. Simons, Ph.D., is formerly a senior partner and executive committee member at
The Boston Consulting Group and chief operating officer at Ropes & Gray. He writes about
law firms as part of the ALM intelligence Fellows Program. He welcomes readers react:ons
at HASlmons@Gmali com (mallto HASlmons@Gmazl com) 1 E R

s of 4 T e TL T o T T 12902018, 1:40 PA



. O2sed5tBEErvO00236-NE - Document 2086 FiédDUE/REIR0 PRggeS19m6B245 -

EXHIBIT H



cmg e

I (ﬁaeeﬁSlZ&:mGGM?:&NK Document 4(&816 Fnddcaaﬁmmo PngeSIﬂ)JoDBMS

.71 NOT FOR REPRINT . .

B Click to print or Select 'Print’ in your browser menu 1o print this document.
Page printed from: hitps/www.law.com/207 8/02/21/sorry-clients-higher-law-firm-billing-rates-really-do-pay-oft/, . s -

illing Rates F
An analysis by Citi Private Bank's Law Firm Group. shows the advantage of |
aggress:vely raising published billing rates. |

By Miriam Rozen | Originally published on The American Lawyer (Jamericanlawver) | February 21,2018 -, IR 2

oy o

Law firms do better when they raise their
published billing rates at a faster clip, - - '
even if those increases result in a
widening gap between published and
realized rates, according to a recent :
analysis by Citl Private Bank's Law Firm . - - ¢ |

Group. st e T e e B e

“The analysis we have is how the Gredit: Sergey Nivens — Fotolia -
consistently most successful firms have ..~ kS R D PO
increased rates versus the broader

industry during 2010-17,” explained Gretta Rusanow (https://www.law.com
/americanlawyer/sites/americanlawyer/2018/02/07/citi-report-strong-fourth-quarter-

pushes-2017-financials-past-2016-results/), head of advisory services for the group.

Top-performing firms increased their rates at an average annual rate of 4.4

R
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percent, compared with an increase of 3.3 percent for the broader sample, - RN

Rusanow said in an email. While those top performers saw a wider gap between their

published and realized rates, their reahzed rates nonetheless grew. faster than at the
other, less aggressively priced firms. -« o R T

At top-quartile law firms—grouped by Citi based on profitability, contribution per lawyer
averages and net income margins—'realized rates grew at an average annual rate of 3,5 . -
percent, compared to 2.8 percent for the broader industry,” Rusanow said. RS

“The key takeaway,” according to Rusanow: Firms continued to increase published rates
while taking deeper d:scounts That’s how the t0p echelon of ﬂrms "wadened thelr rate
advantage.” RS IR SN :

The trend persisted in 2017. Citi's most recent survey of law firm performance
(https://www.law.com/americanlawyer/sites/americanlawyer/2017/12/14/in-2018-law-

firms-will-face-greater-challenges-than-slow-growth/} showed that for the most
successful firms, published rates increased 5.6 percent, versus 4.2 percent for the

broader sample. At the same time, realization rates increased 5.7 percent for the most . k
successful firms, versus 2.9 percent for the broader sample, Rusanow said, -~ " * - 2

Billing rates overall have continued a steady climb in recent years, despite pressure
from clients insisting (https://www.law.com/americanlawyer/almiD/1202749147696/) on

discounts, decreases and gther cost savings (nttpg /I WWW, lgw,ggm/ame[:gamgwygr/smg

more-extreme/).

For {aw firm consultant Janet Stanton of Adam Smlth Esq the C:t: analyms conﬂrms that
the elites have a built-in advantage. ‘ : T U , .

“This is more of the same,” Stanton said. “There has been a pulling away of firms witha
stronger performance, To me it also says something about the greater _v_qi_qe of brand = .

N
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One potential response to what Richard Susskind calls the “more-for-less challenge” facing the . ;
tegal industry is for law firms to “simply charge less.” v BRI

In 2 market where clients are struggling to deliver more legal services for less cosi (the Lo
challenge), Susskind said a law firm may be tempied to undercut its competition on price in . S

hopes of winning more work.

But is it actually happening?

While most agree that clients have more leverage today than in decades past, there's little
avidence to suggest that law firms have begun to lower their rates or “charge less." That said,
clients have exerted their power in a number of other ways—demanding discounts;
implementing budgets and fee guidelines—that have cut into law firms’ realization rates. Even if

law firms aren't charging less, they are effectively making less.

For starters, law firm rates rose more in 2015 than any year since 2010, according to the latest - "
Real Rate Report by Wolters Kiuwer. The 5.4 percent average increase in 2015, however, T
remains well below the 8 percent growth that was typically seen prior to the recession.

Top-line rates, though, have come to mean less and less as clients have pushed back on

paying them in muitiple ways. Thomson Reuters Peer Monitor data shows that growth in rates

clients agree to pay—what they call worked raies—are growing at a slower pace than that put

forth by the Wolters Kluwer data. Worked rates 2s of mid-2017 had grown 3 percent from the .- - o
prior year, which is slightly higher than the increases seen in the past three years.

Bui the hemorrhage doesn't end there. Realization against those worked rates has recently

declined. After holding between 89 and 90 percent in previous years, realization in the first _
quarter dipped below 89 percent for the first time, 1o 88,8 percent. It rebounded slightly, to 89.% ..
percent, at the midyear polnt. o e S T T

All of which means there is no growth in what clients are paying, according to a newer data set . . . : o
) ©110/4/2017, 1:28 PM ;
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“._"".-ffOutSide of the Am Law 50, we aren't seeing any appreciable growth in the rates law ST
" departments are paying,” said Bill Josten, semor legal mdusmr analyst for the Thomson L
. Reuters Legal Executive Institute, . - - .~ T
:I-;:"__"Josten said the biggest hits to realization don't actually come from clients directly pushing back

...on bills or requesting write-downs. Instead, Josten said Thomscn Reuters data shows that law

- firms’ realization has been hit hardest by actions the law firm takes: Discounting the:r rates up
_‘ront and taking write-downs from their bills before they head out the door.

“_S_oma of that is from actual pressure by clients,” Josten said, "Part of it is driven by fear."

“There is one other data point that could convince a managing p artn... that charging less will not
boost your profits. S 7 et
in a study of what made the country's most profitable firms as successful as they are, Josten

said he found that higher realization rates than their less-prof' itable peers, perhaps
unsurprisingly, are a major factor But the difference in reahzation is not due to a difference in

their clients’ behavior,
Josten said the two groups have simitar drap-offs in realization after their clients receive the
bills. The majority of the difference has {o do with law firms discounting their fees or writing

‘down their fees before sending bills to clients. That may suggest that “charging less" is more
likely to crimp profit margins than it is to bring in new clients.

*) dan't know that it's so simple to say that lawyers are going to just have to charge less or will
end up charging less,” Josten sald "lt wrl! be more about taﬂonng rates to practlces that wsu

allow you to proﬂt L i

Roy Strom, based in Chicago, cavers the business of law with a focus on how law firm
businass models are changmg He can be reached ar rstrom@alm com. On Tw:trer o

@RoyWStrom R UL AR PR
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