
Modeling Matter 

Engagements for 

Profitability & Risk 



Panel Introduction 

Kelly Callahan – Crowell & Moring – Strategic Planning & Analysis 

Matt Laws – Crowell & Moring – Pricing & Client Services 

Peter Secor – Pepper Hamilton – Pricing & Project Management 

Chris Ende – Goodwin Procter – Project Management & Pricing 

Michelle Mahoney – King & Wood Mallesons – Legal Logistics 

 



Simple Steps 

Understand 
the modeling 
that will be 

done and why 

Provide the 
data, 

projections, 
and estimates 

needed 

Explain  your 
business case 

Monitor your 
progress 



One Common Thread: Process 

Intake 

• Implementation of a workflow process integrating systems 

• Formalize gathering of data points 

Scoping 

• Client goals and definition of success 

• Key cost drivers and assumptions 

Budget & 
Structure 

• Develop honest assessment of costs 

• Choose a fee structure that addresses client’s needs 

Best 
Practices 

• Competitive Landscape 

Future 
State 

• What’s Next? 
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Challenges Facing Firms 

Understanding what pricing works -- for us and our clients 

Is there a clear depository of information to efficiently assess 

outcome of AFA business? 

Efficiency of analysis 

Is data easy to gather and use for future proposals? 

Aligning client needs with the right arrangement 

Turning client “requests” into fee proposals that work 

Increased reporting both internally and externally 

Risk Management 

Quality control over billing process 
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Benefits of an Intake Workflow 

Process 

Historical data  

Treasure chest of benchmarking data resulting from elaborate 
backfill exercise 

Education and client service 

Intelligent interface provides desktop access to AFA’s responsive to 
client needs 

Validation of existing AFA’s for existing clients reducing human error 
in the billing process 

Robust modeling of AFA proposals 

Efficient data access and reports 

Trending on experience to aid in client pitches and proposals 

Transparency and assessment of AFA performance throughout 
lifecycle of engagement 
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Matter Intake Process Design 

AFA? 

START 

Requesting 

Attorney (RA) 

Initiates New 

Matter process 

Elite Data 

Feed 

Matter 

Modeling  

AFA 

Assessment 

•Existing client 

validation 

•Client/Firm Priorities 

Assessment 

•Financial assessment 

based on specific 

thresholds 

•Liaison with 

requesting atty and/or 

Business Manager 

•Finalized models 

circulated for approval 

•Prepopulated billing 

information fed 

directly into billing 

system 

Reporting:  

Internal & 

External  

•Preliminary models 

linked to live matters 

once opened 

•Regular tracking for 

billing attorneys 

•Creation of client 

scorecards to be 

shared throughout the 

year 

Parallel Conflicts Process 



Define Scope and Assumptions 

Critical, and often overlooked, step 

Consider client’s goals and success definition 

Identify key cost drivers 

Determine which segments of the project are 

defined enough to provide solid estimates 

 



Develop an Accurate Budget 

Develop an honest assessment of the likely costs 

3 approaches to developing an accurate budget 

1. Lawyer experience and intuition 

2. Build the budget by estimating effort by 

timekeeper 

3. Analyze historical data for “similar” matters 

Remember … leverage drives profitability 



Actual  

Leverage 3 1 2 3 4 5 6 7 

Standard Value $168,539  $211,508  $182,289  $168,539  $159,945  $153,930  $150,063  $147,055  

Discount ($24,905) ($30,955) ($26,848) ($24,905) ($23,691) ($22,842) ($22,296) ($21,871) 

Expected $143,634  $180,553  $155,441  $143,634  $136,254  $131,088  $127,767  $125,184  

Expected % 85% 85% 85% 85% 85% 85% 85% 85% 

Direct Cost ($94,643) ($140,864) ($109,427) ($94,643) ($85,403) ($78,935) ($74,777) ($71,542) 

Direct Margin $48,991  $39,689  $46,014  $48,991  $50,851  $52,153  $52,990  $53,642  

DM % 34% 22% 30% 34% 37% 40% 41% 43% 

Net Margin $2,921  ($18,903) ($4,063) $2,921  $7,286  $10,341  $12,305  $13,833  

NM % 6% -47.6% -8.8% 6.0% 14.3% 19.8% 23.2% 25.8% 

Leverage Impact 



Driving / Managing Profit 

With the first budget complete 

Profit can be analyzed 

needed information 

direct costs 

overhead/indirect costs 

historical staffing leverage 

historical realizations 

Modeling tool 

self made 

programs 



Choose a Fee Arrangement 

Find the client’s pain and try to address it 

Consider the degree of uncertainty around 

key cost drivers 

Consider how risk sharing relates to the 

client’s goals and cost pressures  

 



Market Differences 

•Understand your buyer 

•Client need (cycle) – engagement strategy 

•Procurement & panels 

•Seeking innovation 

Client Engagement 
Models 

•Caps & Fixed - typically matter not portfolio 

•Budget orientation 

•Tender by each engagement 

•Buyer sets  

Fee Models 



Embedding Top of Mind 

LPM Methodology & Tool Kit 

Modeling & Value Engineering 

Engaging Conversations 

Plans for Improvement 

Estimate Framework,  Letter of 

Engagement, Price Book, Matter Updates 



Defining Opportunities 

Problem & 
Goal 
Statements 

Financial & 
Service 
Modelling 

Process 
Map & 
Project 
Plan 



Adding the Right Value 



Making it Simple 



Engaging Conversations 



Future State 

Legal Team: What staffing models will firms move 

towards to increase profits? 

 

Will Legal Project Management become fully integrated 

into law firms? 

 

What pricing arrangements will likely stand out as the 

“go to” choices for clients? 



Appendix 

Sample Budget Templates 

Profit System 

Matter Plan 

Task List 

Task Plan 

 

 

 



Budget – Templates 



Sample Budget 



Budget – Component Cost 



Profit System 



Matter Plan – over all 



Task List 



Task Result 


