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"Our research also shows that, as a group,
corporate legal departments with mature
e-billing and legal ops have been remarkably
effective at preventing growing legal costs.
They do this despite the high degree of
volatility going on in individual corporate
law departments in any given year."

Nate Cemenska
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Introduction: Managing costs In

a disrupted environment

The struggle to gain control

Corporate legal departments (CLDs) have
been feeling the pressure to contain and
manage costs for a while. Now, however,

macroeconomic factors have dialed that

pressure up even further.

There are several factors that are making
it increasingly difficult for CLDs to follow
their mandate for cost management,
including:

- Inflationary pressures that are driving
up costs in just about every market—
including legal

« Aworld where business disruption has
become the norm, making it difficult to
predict what might be around the next
corner

+ Increased matter complexity due to
globalization, multiple jurisdictions, and
the potential for conflicting regulations

Each of these issues is leading to other
cost challenges. Outside counsel rates
have been increasing and will likely
continue to do so, thanks in part to
increases in law firm salaries. Meanwhile,
legal matter complexities are increasing
cycle times, slowing the pace of business,
and elevating legal costs.
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Using technology to meet these challenges

Fortunately, general counsel and their CLDs can use technology to track costs and
identify opportunities for spend optimization. They can identify and automate costly
and time-consuming manual methods (for example, manual efforts during legal bill
review processes), cut costs, define strategies to be better prepared for potential
future disruptions, and display their true value to their executive teams.

In this whitepaper, we’ll explore how CLDs can use technology to:

/N,

1 > Transform legal bill review processes
N—r"

/N,
2 > Improve panel management
N—

/N,

3 > Accurately budget for outside counsel spend
N—r"

In short—we’ll examine how CLDs can use technology to strengthen their alignment
with broader business goals and drive value for their organizations—all while
navigating a disrupted world.
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Transform legal <
1

bill review
N

Current legal bill review processes can lead
to spend leakage
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The disruptive environment is compounding the many bill review challenges that CLDs
have long been struggling to overcome—particularly when it comes to managing billing
guideline violations. Violations can cause legal to pay out more than is necessary for
outside counsel. Unfortunately, many violations are so subtle, they can be easily missed
by human eyes.

Top billing guideline violations

Block billing, in which multiple tasks are included together in a single entry
without clearly assigning how much time was spent on each task

Incorrect, incomplete, or vague task coding - for example, coding time to Uniform
Task-Based Management System (UTBMS) codes with insufficient information to
identify the work that had been performed

Matter management violations, such as violating guidelines on alternative fee
arrangements or flat fees, or billing to the wrong matter

Late invoices that are delayed by 31 to 60+ days

Excessive internal communication, including having multiple, nonessential
meeting participants or an unnecessarily high amount of internal communication

Unusual ratio of partner to non-partner time, which can result in unnecessarily
higher billing rates that may exceed negotiated hourly rates
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Incorrect tax applications, which can adversely affect legal teams operating in
multiple jurisdictions as they rely on correctly calculated taxes based on their
business territories

Unfortunately, many CLDs do not have the necessary data or insights required to improve
these processes. They find it difficult not only to manage the problems but also to
pinpoint where the problems are originating from. As such, they’re unable to effectively
identify areas for improvement and instead continue to struggle.

Legal technologies that incorporate Al into their bill review processes can alleviate

issues by automatically analyzing invoices, finding patterns within the information, and
immediately flagging potential billing violations. The Al can scan through hundreds of line
items much faster than is humanly possible, quickly ascertaining the accuracy of invoices.

Machines alone are not enough, however. Accurate bill review still requires the use
of human experts to confirm the accuracy of the results and perform adjustments as
necessary. Their feedback is then input back into the Al, helping the system become
smarter over time and resulting in even greater accuracy and efficiency gains as new
invoices are received.

The resulting cost management benefits include:
— Corporate attorneys spend less time reviewing invoices and more time performing
high-value work

— Improved billing guideline compliance, resulting in less spend leakage and lower
outside counsel costs

Higher data quality, allowing teams to have honest conversations with outside counsel
(thus strengthening relationships with them)

—> Better transparency, allowing teams to discover areas of improvement
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Only six percent of
corporate legal
professionals say their
guidelines are very easy to
audit. None are completely
satisfied with outside
counsel’s billing guideline
compliance.

Using Al for legal bill
review can result in an
estimated 10 percent
additional cost savings
due to efficiencies gained
and more accurate billing.?

1 2017 Gartner/Wolters Kluwer ELM Solutions Survey
2 According to estimates from Wolters Kluwer ELM Solutions
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mprove panel
management < 2

Legal teams can no longer rely on “gut
Instincts”
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Creating and managing outside counsel panels is a great strategy for maximizing value
from law firm partners but only if CLDs can capture key performance data regarding the
performance of their firms.

For panel management to be effective, legal teams must be able to discern which firms
are providing the most value depending on their previous experience with matters, past
adherence to billing guidelines, the time it takes them to resolve matters, and more. This
can be done by analyzing matter details (including time to resolution and outcomes), firm
ratings, timekeeper rates, and the history of invoices.

All too often, however, panel management is done via gut instincts and intuition, rather
than through measurable data. CLDs are likely to use a firm based on past relationships or
recent wins, as opposed to whether the firm is right for a matter, their compliance record,
or other important metrics.

Use data to manage law firm panels

Legal software can help CLDs move beyond relying on instincts and intuition by providing
data-driven recommendations that help them choose the right firms for the right matters.
With these recommendations in hand, legal teams can define groups of preferred firms,
derive maximum value from outside counsel partners, and reduce unnecessary spend.

Three ways software can help CLDs manage panels and control costs

/N Benchmarking. Legal teams can easily create benchmarks and

W_ compare firms to determine where they align with other panel
members with similar criteria. Users will have all the data they

~—— need to streamline rate negotiations and make more informed
cost-saving decisions.

7~ Scoring. Teams can create legal scorecards to collect data about
8: > the experience of working with a firm and other objective data
@=

points. This information can be compiled into reports used to
“——" consistently measure a firm’s capabilities and successes against
pre-established metrics. This intelligence can spark thoughtful
conversations on strengths and weaknesses.

~ N\ Tracking. Teams can track, enforce, and report on volume

@ discounts to strengthen negotiations with both panel and non-
@ panel firms. This gives teams an edge when choosing the best
“——" and most cost-effective firms for their matters.

Plus, CLDs can gain a broader view of panel, firm, and performance data to identify
opportunities for vendor consolidation to capture cost savings and simplify operations.
Firms can be held accountable, preventing overspending and surprise costs and leading to
better and stronger outside counsel relationships.
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Legal teams must be able
to discern which firms
are providing the most
value based on data, not
instincts and intuition.



Accurately

budget for < 3
: N~——

outside counsel

spenda

Build budgets based on data for better cost
control
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Setting and adhering to budgets is critical to cost control, especially in volatile markets.
But many legal teams do not bother to set outside counsel budgets. When they do, only a

small number enforce them.

When matters drag out or when outside counsel is not well aligned to the matters they're —
working on, dollars tend to skyrocket. To keep this from happening, CLDs must manage
their outside counsel budgets effectively, accurately, and predictably. This will allow
them to improve decision-making when it comes to choosing the right firms and mitigate
excessive spend.
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Predictive analytics are invaluable to this effort. Predictive analytics use a combination
of historical data points from actual law firm invoices to determine reliable and accurate
budget and cycle time estimates, regardless of the complexity of the matter.

According to Altman Well,
Three ways software can help CLDs improve budget management only 54 percent Of CLDs

—~ o _ . ' require outside counsel
1 > Identify which firms are likely to deliver the highest value on budgets from their law

~—" specific matters
firms. Only 34 percent

2 > Predict cycle times and gain cost insights to better understand enforce them.?
~—" and anticipate potential red flags

3 > Identify, enforce, and evaluate alternative fee arrangements
~—" (AFAs) to ensure CLDs are getting the highest possible value

54%

CLDs that require outside
counsel budgets

34%

CLDs that enforce outside
counsel budgets

32019 Law Firms in Transition Survey - Altman Weil, Inc.
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I<eys {0 success
N 2025 - and
Deyond

Checklists for accomplishing two core goals
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Change is the new normal. It's imperative that legal teams look beyond near-term
cost management solutions to establish forward-looking strategies that prepare their
businesses for what may be coming.

Here are two core areas to focus on and how technology can help CLDs accomplish them.

Establish a legal technology roadmap Data-driven decision-making

— Identify problem areas that could — Leverage technology solutions

12

benefit from technology-aided
support or process improvement

— Define technology investments
that deliver value on business
priorities and advance legal
operations maturity where it's
needed most

Improve cross-functional buy-in
due to alignment on critical goals

— Visualize and communicate the
incremental steps necessary to
reach long-term goals
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designed to improve data quality
to set the stage for better-
informed decisions

Reduce in-house counsel’s
reliance on personal
relationships by implementing
data-driven outside counsel
selection, rate negotiation
processes, and reliable
benchmarking practices

Increase knowledge and
documentation of alternative
supplier capabilities, leveraging
insights for improved rate
negotiations

Define KPIs that signal critical red
flags




Controlling costs to
drive value

A better way to manage costs

More than ever, CLDs must find ways to
control costs, but external market forces
and pervasive business disruption have
made this even more challenging. In the
face of these headwinds, legal teams
need a better way to manage their spend
and drive value for their businesses.

Employing advanced technologies

that leverage Al, predictive analytics,
automation, and other features can
help CLDs strengthen cost management
and align with the big-picture goals of
their businesses. These technologies
can bring clarity to billing and law firm
management and help teams balance
legal costs with associated outcomes.

In the process, they can help crystalize
the value that CLDs bring to their
organizations and show that the legal
team isn't just about legal counsel; it's
about driving the best outcomes while
optimizing and managing costs.
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Learn more

Contact us to learn more about
how ELM Solutions can help
your organization leverage
industry-leading technologies to
manage costs and drive value.

Contact information:
Wolters Kluwer ELM Solutions
World Corporate Headquarters
2929 Allen Parkway, Suite 3300
Houston, Texas 77019

Phone 800.963.3273

elmsolutionssales@wolterskluwer.com

www.wolterskluwer.com

Wolters Kluwer ELM Solutions is the market leading global provider of enterprise legal spend and matter management, contract
lifecycle management, and legal analytics solutions. We provide a comprehensive suite of tools that address the growing needs of
corporate legal operations departments to increase operational efficiency and reduce costs. Corporate legal and insurance claims
departments trust our innovative technology and end-to-end customer experience to drive world-class business outcomes. Our
award-winning products include Passport®, one of the highest rated ELM solutions in the latest Hyperion MarketView™ Legal Market
Intelligence Report; TyMetrix® 360°, the industry’s leading SaaS-based e-billing and matter management solution; CLM Matrix, named a
“Strong Performer” in the 2021 Q1 CLM Forrester Wave report; and the LegalVIEW® portfolio of legal analytics solutions based upon the
industry’s largest and most comprehensive legal spend database with more than $180+ billion in invoices.
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