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Law Firms in Transition 2011: Special Report on Laterals & Growth

Law firms are growing selectively in 2011, according to the Law Firms in Transition
2011 survey. As in 2010, the top two growth options firms will pursue are the
acquisition of laterals and the acquisition of groups. Ninety-two percent of all law
firms, and large majorities in every firm size category, plan to acquire laterals in
2011. Sixty-seven percent will also work to acquire groups of lawyers.

When asked whether lateral partners hired over the last five years were still with
their firms, law firm leaders reported a median retention rate of 90%. The retention
rate varied inversely with law firm size, with smaller firms reporting greater retention.
Firms with 1,000 or more lawyers had the lowest median retention rate (78%), while
firms with 50-99 lawyers reported the highest median retention rate (98%).

Firm leaders also estimated what percentage of lateral partners were contributing at
the level the firms had anticipated when the laterals were hired. About a quarter of
law firms reported that more than 80% of their laterals are meeting expectations.
Another forty percent say that 61%-80% of their laterals are contributing at a
satisfactory level. The balance of firms had success with 60% or less of their lateral
partner hires.

Clearly many law firms can improve their return on lateral hires. Considering the
time and money firms invest in the process, a baseline benchmark for lateral
success should be at least 80%. In the future, we expect firms to devote more
attention to the specifics of lateral portfolios, including detailed profitability analyses,
and to manage their recruitment, integration and cross-selling efforts more
rigorously.

Survey methodology

Conducted in April and May 2011, the Law Firms in Transition 2011 survey polled
managing partners and chairs at 805 US law firms with 50 or more lawyers.
Completed surveys were received from 240 firms including 38% of the 250 largest
US law firms.

The following is a special report of findings from the survey that relate to lateral
acquisitions and law firm growth. The full survey is available online to download at:
www.altmanweil.com/LFiT2011
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Law Firm Growth - 2011

What growth options, if any, will your law firm pursue in 20117

* Acquire laterals 91.6% 4.2%
Acquire groups _ 67.1% 8.4%
Open new US office/s _ 24.6% 18.6%
Acquire law firm/s _ 23.0% 18.7%

Merger of equals [6.4% 11.0%
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Lateral Partner Retention

Of the lateral partners your firm has hired over the last five years, approximately what percentage
would you estimate are still with the firm?
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© 2011 Altman Weil, Inc. 2011 LAW FIRMS IN TRANSITION



SPECIAL REPORT: Laterals & Growth

Lateral Partner Contribution

Of the lateral partners your firm has hired over the last five years, approximately what percentage
would you estimate are contributing at the level you anticipated?
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Growth and Retention Trends

A comparison of 2010 and 2011 survey results for top growth options law firms will pursue:

Top Growth Options ‘ 2010 2011

Acquire laterals 85.3% | 91.6%
Acquire groups 54.8% | 67.1%
Open new US offices/s | 17.5% | 24.6%
Acquire law firms 19.7% | 23.0%

Top 2011 growth options by firm size:

PN Efo i Nel e i Under 250 250 or more
by firm size lawyers lawyers
Acquire laterals 88.1% 98.4%
Acquire groups 57.6% 89.1%

Open new US offices/s | 19.1% 40.6%
Acquire law firms 15.4% 42.2%

Median retention rate of lateral partners over five years by firm size:

1,000+ 78%
500-999 80%
250-499 85%
100-249 90%
50-99 98%
ALL 90%
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2011 Investments

In 2011, what areas will your firm invest in that you believe will yield the greatest expected returns?
(select no more than three)

Business development 69.7%

* Adding new lawyers 68.8%

Client relationships 62.4%

Improved practice efficiency/Project
management

Planning at firm, practice or lawyer level
New technologies (not upgrades)

Lawyer professional development
Adding new practices

Adding new offices

Other
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2011 Survey Demographics

In April and May 2011, Altman Weil surveyed Managing Partners and Chairs of 805 US law firms with
50 or more lawyers. We received responses from 240 firms, a 30% response rate.

Firm Size | All US Law Firms | Survey Participants | % Response
1,000 + 22 6 27%
500 — 999 53 23 43%
250 — 499 88 35 40%

100 — 249 259 83 32%
50-99 383 76 20%
Unreported -- 17

All 805 240 30%

The respondent group includes:

= 389% of 2011 NLJ 250 law firms

= 37% of 2010 AmLaw 200 law firms

° The exact number of lawyers in a law firm changes frequently. The universe of law firms surveyed is based on published directories and league
tables available in spring 2011. Survey participants reported their own headcounts.

* Four firms invited to participate in the 50-100 lawyer category reported their size as under 50 at the time of the survey. We have included their
responses in the 50-99 lawyer category.

* Seventeen firms did not provide firm size information. Their responses are included in the full report only.
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About Altman Weil, Inc.
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provides management consulting services to law firms, law departments and legal
vendors worldwide. The firm is independently owned by its professional consultants,
who have backgrounds in law, industry, finance, marketing, administration and
government. More information on Altman Weil can be found at www.altmanweil.com.
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