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Suggested outline for in-house cost recovery CLE

Review the firm’s history of online research billing
Review ABA Formal Op. 93-379

Present current status of billing procedure/policy
Look at the bills

Present scenarios

Collect results

Present findings to management
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Sample Scenarios for a Cost Recovery CLE

Scenario A: For XYZ Service, we pay $150 per month in subscription fees. There is a
charge for each research transaction (either hourly or per search). We bill the client for the
research transactions. We do not allocate any portion of the subscription fee to the clients.

Question: Should clients be billed for a portion of the subscription fee? Why or
why not?

Scenario B: Most of our ABC Service research is covered by a “flat-rate” pricing
agreement. The pricing agreement is confidential and may not be disclosed. If it costs the
firm $25 for research, the client is billed $25.

A portion of our monthly fee consists of the cost of retrieving documents with a
citation. This comes to $100,000 annually. The firm wants to allocate the cost of getting
such documents to all clients for whom online research is performed. This can be done in
the accounting department by running a software program on the monthly electronic
invoice. For example, if the cost of the client’s research was $25 the final bill to the client
might show a charge of $30.

Question: Is it appropriate to allocate charges for retrieving documents with a
citation to client research charges? Why or why not?

Scenario C: Much of the computer-assisted research that is performed is for pro bono
clients, charitable and civic activities, speech writing and presentations, marketing and
business development, and for clients who simply refuse to pay research charges. The firm
would like to recover some of that expense by allocating some of the nonbillable research to
paying clients. Thus, for example, the client above whose actual research cost was $25
might be billed $35.

Question: lIs it appropriate to allocate charges for nonbillable research above to
paying clients? Why or why not?

Scenario D: Clients want to know in advance how much research is going to cost.
Therefore, after our best analysis the firm has decided to charge the following rates for
online legal research:

$5 per case pull

$50 for a company or financial search
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$100 for a news search

$100 for a trademark search
$160 for a caselaw search

$200 for a public records search

Question: Is it appropriate to use a rate adjustment or surcharge when the actual
cost may vary slightly? Why or why not?

Scenario E: The firm can use an automatic process (allocation or rebalancing) to optimize
the pricing of online research libraries within preset parameters. This will drive increased
recovery by boosting prices on databases that clients have demonstrated a high level of
willingness to pay for in the past while decreasing prices on databases that historically have
had lower recovery. Such rebalancing constrains price increases and decreases within user-
defined ranges to minimize excessive price swings. It balances to the actual online research
costs so as not to add a premium over the firm’s actual cost. This model yields a 20%
increase in chargeback realization and offers the potential for the firm to increase recovery
even further through aggressive manipulation of the algorithm, if we so desire. (The
rebalancing model forces some client bills to increase while causing others to decrease.)

Question: Do you agree to implement the rebalancing model? Why or why not?

Note: The above scenarios are examples only; numbers and percentages are illustrative,
not actual. Present scenarios that are based on your own firm’s billing history or actions
that are under consideration.

Conclusion

After completing the cost recovery CLE and debating the merits of different methods
of billing for online research, attorneys will reach a consensus on the appropriate cost
recovery methods for their firm. Attorneys and management must be in agreement for cost
recovery to work. Once they are in agreement, a viable cost recovery plan can easily be
developed and implemented.
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