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Overview of Presentation

e \What are litigation metrics?
e \Why are they important?

e How do you implement a litigation
metrics management system?

e How do you use the results to show
legal value to Company?

What are Litigation Metrics

e Metrics are compilations of data that measure select
performance criteria
e Litigation Metrics Management System (“‘LMMS”) —
application of selected metrics to measure litigation
management achievements.
e Not a matter tracking or reporting system
¢ Identifies select and “big picture” metrics
e Flexible - additional metrics and sub-metrics can be
added in the future
e All Litigation Metrics and Measurements can be
criticized; other option is to do nothing

e No LMMS will happen overnight
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Important Objectives Achievable with
Litigation Metrics

e Controlling and reducing costs

e Trending performance

e Preventing or mitigating future loss through
“lessons learned”

e Improving performance by
e Setting targets
e Measuring success

e |dentifying litigation related business and legal
trends earlier

e Comparing performance against peer companies

e Demonstrating to management and others that the
litigation functions add value

Keys to Success

e Uniform operating guidelines

e Definition of processes

e Proactive management focus

e Effective communication, education and
training

e Effective utilization of technology

e Centralized program administration

This material is protected by copyright. Copyright © 2004 various authors and the Association of Corporate Counsel (ACC). 4



ACC's 2004 ANNUAL MEETING THE NEW FACE OF IN-HOUSE COUNSEL

Roadblocks to a Successful
Litigation Management Program

e Litigators are not historically trained, by
education or experience, to be proactive
macro litigation managers

e Data collections systems are either non-
existent or not designed to gather data to
support metrics

e Litigators are too busy “putting out fires” to
implement systematic change necessary to
have a successful metrics program

Eight Key Questions to Ask Before Setting Up a Litigation
Measurement Management System

r=n What are your specific goals as a litigation section or legal
department?

e<® How do you determine if these goals are met?
E<» What measurements are appropriate?

g<0 What data do we need to gather to accurately measure
whether you achieve the goals?

B<h Is that data already available? If not, what systems do you
need to put in place to gather the data?

g<h  Once the systems are in place how do we ensure compliance
with data entry requirements?

&) What is the best way to communicate the data to emphasize
achievements?

e What are the rewards for meeting the goals?
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Six Metrics Every Litigation
Manager Should Implement

r=h Case Inventory Outside counsel fees
e Type e Actual
e Business Unit e Budget
B Total cost to resolve (TCR+)E#<" Early case assessment
e Type e Use
e Business unit e Effectiveness
E<h Dispute cycle time z«ah After Action Reviews
o Type e Use
e Business Unit e Effectiveness

Pending Suit Reduction

XYZ Corp.
Reduction of Pending Suits over 12 Quarters

400

350 |

300 |

250 | —&—Personal

Injury
200 ~#—Errors and
150 Omissions

100

o M a5 a2 g . .

Q1 Q2 Q@ Q@ Q1 Q@2 Q@ Q@ a1 Q@2 a3 o4
2002 2002 2002 2002 2003 2003 2003 2003 2004 2004 2004 2004

This material is protected by copyright. Copyright © 2004 various authors and the Association of Corporate Counsel (ACC). 6



ACC's 2004 ANNUAL MEETING THE NEW FACE OF IN-HOUSE COUNSEL

Marked Increase in Selected
Actions

XYZ Corp.

Title VIl and Consumer Class Action Trends

Now ‘ ‘ |
Last Year ‘ ‘ |
2 Years Ago T ‘ ‘ |
T T
0 20 40 60 80 100

2 Years Ago Last Year Now

O Title VI 57 67 88

O Consumer Class Actions 12 17 25

TCR and TCR+ Definitions

TCR = TCR+ =
e Outside Counsel Fees+ e TCR
e Their Expenses + Added to
e Their Costs e Dollar Value of:
Added to: e In-House Counsel
o Resolution Costs e Para-professionals
e Settlements e Management time +
e Verdicts e EXxpenses
e Judgments , etc e (using formulae

rather than
timekeeping)
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Resolution Costs (settlement,
verdict/judgment, etc.)

e Total resolution costs for all
litigation matters collectively

e Total resolution costs as a % of
TCR and TCR+

e Average per matter resolution costs
for each substantive litigation area

XYZ Corp.

Reduced Total Cost To Resolve

$12,000
$10,000
$8,000

$6,000

$0

@ Avg. Fees and
Expenses

8 Avg. Resolution

Errors and Ommissions

4000 -
0

2003 2008
$5,500 $5,600

$4,500 $2,900

$40,000

Personal Injury
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Total Cost Resolution

XYZ Corp. — Personal Injury Cases

$14 $49

$12 $48
0 - $47
E’ $10 846 7
g $8 $45
é $6 $44 g
[ $43 2
5 $42 =
g % $8.7M $41

$o L. Lok “l s40

2002 2003 2004

= Settlements and Verdicts —e—Attorney Fees

Outside Counsel Fees,
Expenses, and Costs

e Total outside counsel fees, expenses, and
costs for all litigation matters collectively

e Total outside counsel fees, expenses, and
costs as a % of TCR and TCR+

e Total savings on outside counsel fees,
expenses and costs resulting from negotiated
discounts and alternative fee arrangements

e Average per matter outside counsel fees,
expenses and costs for each litigation
substantive area

This material is protected by copyright. Copyright © 2004 various authors and the Association of Corporate Counsel (ACC). 9



ACC's 2004 ANNUAL MEETING

THE NEW FACE OF IN-HOUSE COUNSEL

XYZ Corp.
Personal Injury

$100,000

Personal Injury

2004

$63,750

$18,550

$80,000 +—
$EMWO00 +—
$40,000 +—
$20,000 +—
$0
2003
[ Avg. Resolution $64,500
Costs
[ Avg. Fees and $30,500
Expenses
% Fees 47%

29%

$78,000

e Definition:

e Measures:

Dispute Cycle Time

e Time period between opening a matter and
closing it consistent with the matter
management guidelines

e Average dispute cycle time for all matters

in all litigation substantive areas

e Average dispute cycle time per matter for
each litigation substantive area
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Cycle Time - Case Age Reductions

XYZ Corp.

Reduction of Case Age Over 12 Quarters

300 —&— All Matters
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The Number of Resolutions Increase as
an ECA Discipline is Implemented
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As Use of Early Case Assessments
Increase Savings Increase

90%
80%

70%

60%

50%

40%

30%

20%

10% . . .
-~ m N

All

Quarter One Quarter Two Quarter Three Quarter Four

|D Resolutions with an ECA B Reduction in Chargesl

After Action Review Usage

e Definition:

e Formal process of conducting a timely analysis of
significant matters after matter conclusion,
primarily to secure and leverage “lessons learned.”

e Measures:
e Whether an AAR was conducted
e As a percentage of all “significant” matters
e Whether an AAR was conducted

e As a percentage of each litigation substantive
area
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Metrics at ConocoPhillips

Ron Denton —
Business Services Manager

October 25, 2004

T

ConocoPhillips

Measuring Value in Legal

* Inputs to measurements
— Number of lawyers and cost of service
— Internal billings
— Compensation
— Outside counsel costs

* Measurements
— Matters per lawyer
— Results of litigation
— Settlements and judgments

» Client satisfaction measures
— Periodic performance surveys
— Project service delivery reviews
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What Are Satisfactory Results?

* Increase in quality of service delivered
Decrease in cost of services delivered

— Cost per case or per transaction

— Positive impact on SVA
Creativity of solutions

Effectiveness of preventative counseling
— Reduction in cases

— Severity of problems lessen
Responsiveness and cycle time

— Fast track cases and matters (lifecycle)

— Shorten time to resolution (get to settlement)

Means for Demonstrating Value

» Information management — Collection
— Financial statistics

HR data

Internal and external performance data

Outside counsel costs

Asset valuation, such as IP

* Information management - Analysis
— Predictability, trends and progress mapping
— Calculations of metrics to support success

* Information management - Reporting

— Management understands numbers
— If legal can’t provide numbers, management will derive them for legal
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Issues for Consideration

Organizational structure,
in-sourcing / outsourcing

/

Outside counsel and

>

Financial management
and budgeting

<] vendor management

=

Improving the effectiveness
and value-add of the legal

function.

>

Legal service
delivery and

_—1 Technology strategy
and architecture

business processes

e

Performance metrics

7

Considerations
Technology

department?

processes?

» What technology do we have in place to serve the law
» Are we using technology effectively to support our work
* Are users satisfied with the current technology?

» Are we taking advantage of existing technology
designed to support the law department?
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Considerations
Costs
e What are our internal and external cost drivers?

» Do we have the right tools in place to adequately capture
costs?

» How does the cost of the legal department compare to
the cost of outside counsel?

Considerations

Accountability
» What tools do we have in place to collect data and
provide information?

* How do we measure our performance?

» Do our performance metrics provide incentives for the
right behavior?

* How do we report law department performance to senior
management?
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Examples of Metrics

Budget Highlights

[ 2

:l 02 Baseline :l Forecast :l Budget w— Target

TITHEGT
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Fully-loaded Inside Hourly Rate for
Attorneys

11 ]

m] ()
=] [m]
[m] O

Total Support Staff per Attorney

|

oE@mE0
ooomO
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Legal Assistants per Attorney

‘ ‘

mEm0Oo
oomO

Legal Department - Controllable Costs

19.40
251
17.98

18.60

2.72

16.70
o°

A
)
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1 Direct Costs u Inside Service u Qutside Legal Costs
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General Counsel - Cost Per Exempt
Employee

O O
80 77 72
L ! 67 71 67
230 227 226 205 199 200
# of exempt 8 69 52.5 54.5 57 55

employees (FTE’s)

63

55

201

Allocations to B.U.s - % of Total Costs

2004: $112.5MM

23%

15%

2003: $117.8MM
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COMBINED - PENDING LAWSUITS BY
TYPE

Toxic tort cases, including asbestos, continue
to dominate docket

B Commercial

B Environmental

B Oil & Gas/Real Estate
B Other
B Personal Injury/Property
Damage
RIRIBIRIER

Total Legal as Percent of Revenue

EomOo
Joomo
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B

OoEomEO

ooomO

Attorneys Per Billion Dollars of Revenue

N

per Attorney

JEEm0o

JoomO

Average Annual Chargeable Hours

This material is protected by copyright. Copyright © 2004 various authors and the Association of Corporate Counsel (ACC).

22



ACC's 2004 ANNUAL MEETING THE NEW FACE OF IN-HOUSE COUNSEL

Outside Spending as a Percentage of Total
Legal Spending

oEomEO
ooomO

Inside Spending as a Percentage of Total

Legal Spending

OpomO
ooomO
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Total Legal Spending as Percent of
Revenue

Fortune 100
Company

Fortune 100
Company

® 2004-Coproate Legal Spending Level

® First Quartile Spending Level

® Median Spending Level
Third Quartile Spending Level

Questions??
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