Performance Management for Law Firms
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Typical Firm Management Questions

Are we doing well financially?

Will we run out of cash?

Are our client relationships healthy?
Are we effective at getting new clients?
Are we on top of our matters?

Are our people happy?

Are we paying fairly?
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What is Performance Management?

Capturing, analysis and adjustment of the firm’s financial and
operational performance

Key areas:

- Reporting, analytics and modeling
- Organizational structure
. Operational systems and processes
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How does it work?

Modeling 5 t Projections Adjustments ﬁ

Fina_ncial Organizational
Variable Structure

Reporting /
Analytics l{:(i}'
Operational

Variable Operational
Systems &

Processes
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Performance Modeling
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Basic Financial Reports

H $

TKPR Productivity Income Statement e  Balance Sheet
(Hours, Billings,
Collections) Cashflow e Income Statement

wiIp Payroll
A/R Expense Ledger

Billed vs Collected
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Advance Financial KPIs

il

Average Bill Rates e  Overhead per TKPR Average Collected
TKPR, Position, Practice Profit

Area, Experience, Q Grade

e  Average
Average Billable Hours Compensation Average Profit

TKPR, Position, Practice Margin
Area, Experience, Q Grade

Collections
TKPR, Position, Practice
Area, Experience, Q Grade

PerformLaw




Advanced Operational KPIs

Average days files are open (cycle time)

Files opened per week/month

Files closed per week/month

Closed vs open per month

Attorney leverage, paralegal leverage

Average time spent on a case by client and case type
Average time to trial/settlement

Matters per attorney/paralegal

Staffing ratio (staff per matter, per client)

by office,

practice area,
year
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Performance Modeling
Operational variables

i

Technology Marketing _ Training &
Systems Environment Development

People

Compensation Management

0

PerformLaw




Performance Modeling

Financial variables

Hourly rates Operations expenses
(retainers/ AFA’s settlements)

Billable hour Reinvestment

requirements
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Projections

Operational

Service Quality

Job Satisfaction

Operational Efficiency

Organizational Stability
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Projections

Financial

Revenue Profit Cash Needs
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Operational systems
and processes




Components

Practice management software and IT Performance evaluation system

Attorney training and development Pay and progression program

Components

Employee experience program Firm marketing system
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Practice Management Software and IT

Case / matter management @ Firm and trust accounting

@ Contact management/ CRM

Calendar & task management

@ Reports and analytics

Timekeeping/ billing @& @ Remote access

Document management, ‘ Collaboration tools

. 4
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Attorney Training and Development

Training plans (Legal skills, case management, client relations, firm culture,
technology, marketing, leadership and management)

Practice/ career plans (Career goals, legal work focus and commitment,
marketing, skill development, recruiting, management and administrative
contributions)

Mentoring program
Opportunity distribution
4
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Employee Experience Program
i

Cultural assessments and workplace satisfaction surveys

S

ol Communication policies

Bl Benefit packages
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Performance Evaluation System

Performance
improvement plan

Performance
evaluation and

review

Progressive performance
expectations

(legal and case management,
Erofitability, productivity,
usiness development, training
and supervision, interpersonal
behavior, administrative

contributions) /~/‘/
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Pay and Progression Program

Compensation

O Base salary
and bonus Points-based

compensation

Fee sharing/

Formula O Profit sharing ,

A
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Pay and Progression Program

Progression

Progression

path * Associate to equity partner

Progression

* Management, business development, production, legal resource
focus

management

* Experience, profitability, work quality, originations, marketing

Progression A ) ) A
contributions, client service, culture contributions

Criteria
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Firm Marketing System

firm activities and
individual plans

Marketing
activities

marketing management and
specialist, website, budget
approval, web designer,
marketing agency, marketing/
CRM software

Support
structure

participation, budgets,
collaboration, support
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