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The economy of law 
firms in the UK is static and more 
change is on its way. This report 
tracks the financial data of small 

to medium-sized law firms  
from year end 2012 and 

represents significant analysis  
of the current legal market. 

Among 337 firms, less than half 
the current head count will 

generate revenue while income is 
sidelined for some 104 days in 

lock-up. Efficiency has never been 
more important. So how can 
financial benchmarking keep  

your legal firm ahead of the rest? 
Read on.



This report is delivered 
by the Commercial 
Banking Division of 
NatWest and focuses on 
the performance of legal 

firms operating within the small and 
medium enterprise (SME) space.

For the purposes of this report, 
those firms with fees of less than 
£1.5 million are described as ‘small’, 
while those with fees in excess of 
that amount are described as ‘large’.

In producing this report, the bank 
has accessed its library of financial 
data representing the performance 
of 337 firms, employing 15,200 
people in total, and covering year 
end 2012. The large number of 
contributions has enabled us to 
develop a robust cross-section of  
key performance outputs at both 
national and regional levels.

With the majority of existing 
reports detailing outputs from the 
country’s top 100 legal firms,  
we wanted to undertake a piece of 
work that focused on the firms that 
sit outside this group.

These firms are clearly at the 
frontline in respect of the 
operational challenges associated 
with legal sector reform and the 
consequences of an economic 

slowdown that has certainly 
outstayed its welcome.  
Our ambition was to report a set  
of performance measures that 
are truly reflective of those 
firms representing the majority 
of legal firms.

In our experience, too few firms 
choose to employ financial 
indicators to influence their pace or 
direction of strategic travel. Without 
such indicators, it is unlikely that 
the leaders of law firms will be in a 
position to change the behaviours 
of their people and influence future 
performance, given the lack of 
specific performance objectives. 

The report identifies many areas 
of significant differential across 
common and potentially critical 
performance measures, including:

n  Profit to fees varies from  
5% to 54%

n  Profit per equity partner 
(PEP) varies from £11,000 
to £459,000

n  Year-on-year fee performance 
varies between 93% and 123%

n  Total lock-up varies between  
46 days and 184 days

Working alongside Robert 
Mowbray, we have looked to deliver 
a survey that can be easily 
interpreted and employed by legal 
firms in order to benchmark their 
own efficiency against that of their 
regional and national competition.

We hope that the report is of 
interest, but more importantly 
enables you to develop and deliver  
a strategic plan that keeps your legal 
firm ahead of the competition and  
fit for business.

In addition to providing access to 
Professional Sector Relationship 
Managers who benefit from 
accredited training and our annual 
series of CPD-qualifying Legal 
Conferences, this report forms part 
of the bank’s ambition to provide 
specific business support and 
expertise to the legal sector.

Steve Arundale
Head of Professional 
Sectors & Financial 
Institutions, 
NatWest Business & 
Commercial Banking
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About the author
Robert Mowbray is a chartered accountant who has worked for professional firms for more than 
30 years. His involvement with law firms began in the late 1980s and quickly developed into a 
niche business. His book entitled Maximising the Profitability of Law Firms, published in the 
mid-1990s, was the first book on law firm financials. He has been involved in a large number of 
surveys of the legal profession which have focused on the financial health of firms, but he has also 
worked on other surveys to research other aspects of law firm performance.

Robert works with about 80 firms each year and helps them to improve their performance in a 
number of different ways. He has assisted in many areas, including: improving the quantity and 
quality of time capture; improving the ability of fee earners to negotiate fees with clients and to 
introduce more creative fee arrangements; managing lock-up to improve cash flow; profit-sharing 
arrangements which reward improved business performance; and introducing strategic and 
business planning. 

He has worked with law firms in more than 30 countries, involving 1,000 firms in total. His 
clients range from the global elite, through to major regional firms, to a large number of small 
firms and sole practitioners. He is an owner of Taylor Mowbray LLP. This is a niche business, 
focusing exclusively on law firms, which he runs with Janet Taylor, an authority on the SRA 
Accounts Rules.



Client testimonials

Rix & Kay Solicitors LLP
Bruce Hayter, managing partner & Nick Redman, finance director
“There is a saying that if ‘you don’t measure it, you can’t manage it’ and 
this is so applicable to performance in a law firm. This report provides a 
wealth of information which not only helps guide new firms on what to 
measure, but serves as a timely reminder to established firms of the key 

areas to monitor regularly. Putting the measures in place is a good start, but being able to 
then compare the results with firms of a similar size and geographical location can provide 
real advantages in identifying where action needs to be taken and priorities set. 

This benchmarking report has been derived from a much larger base of information than 
others and so it delivers a more accurate picture of reality in the field. It is also credible as its 
author Robert Mowbray is a leading expert in law firm management and performance. 

We would encourage you to find the time to read this report and to benchmark your own 
performance against the relevant category for your size and location. There is a vast amount 
of very useful information, explaining the key factors determining performance on areas 
such as fees, profitability and lock-up, how the performance measures are calculated, and 
what may be normal for a law firm to expect. Each table of figures has its own commentary 
on what the data demonstrates, and on the results. Each section also contains a set of key 
questions that act as a focus for self-improvement. 

What the report shows is that so many of the 
factors that impact on law firm performance are 
interlinked and, in fact, even small improvements 
in a number of measures can have an exponential 
impact on profitability. 

The information required to do the comparisons 
is not extensive and will basically comprise your 
financial accounts, the number of employees and the 
number of chargeable hours recorded in a year by fee 
earners. Identifying how you compare against the 
various measures will help in the business planning 
process to focus attention and resource. We will 
certainly be looking at our own numbers and seeing 
where improvements can be made against our peers.

We hope that you enjoy reading this report and 
that it will lead to increased profits in years to come.”

Darbys Solicitors LLP 
Simon McCrum, 
managing partner 
& Julia Ley, finance director
“As managing partner 
and finance director of a 
Top 200 law firm that had to 
be dismantled and rebuilt in 

order to survive the recession, and which is now 
seeing record levels of turnover, profit and cash 
collection, we have found great drive and 
inspiration from this benchmarking report.

Often, one can become so bogged down in 
the detail of one’s own firm, that it is good to 
occasionally step out of the woods so you can see 
what other people’s trees look like. Having 
benchmarking details to hand allowed us to not 
only set priorities, it also demonstrated to our 
people what was achievable and also that what we 
were asking of them was only reasonable.

We have found that with this report and the 
wide range of data included in it, we got a long way 
in a short time. It gave us an effective internal and 
external compass, and allowed us to set challenges 
and to monitor our progress against those 
challenges. We cannot imagine how we could have 
got where we have now got without this compass.”



n  One of the key drivers of 
profitability was gearing: in small 
firms it was two, while in large 
firms it was four. Small firms need 
to think about the development of 
a larger fee earner base.

Lock-up
n  Total lock-up was a median of 104 

days but the lower quartile figure 
was 148 days and the upper 
quartile was 69 days. The median 
in Scotland was just 83 days.

n  These figures suggest that most 
firms were not seeing a significant 
deterioration in cash flow.

Finance
n  The median office bank balance at 

the year end was £17,000, which 
shows that most firms were not 
reliant on debt and should have 
the ability to borrow to invest.

n  Partner capital at 27% of fees was 
providing the finance for work in 
progress (WIP) and debtors in the 
median firm.

n  The median firm would exceed  
its overdraft balance in about 
40 days if it stopped generating 
cash from fees.

Fees
n  The fee per equity partner at  

the median level was £393,000  
per annum – 2% up on the 
previous year.

n  The fee per fee earner was a 
median of £132,000 per annum. 
The London region at £217,000  
was considerably higher than the 
North at £155,000, while the 
combined figure for Wales, 
Midlands and East of England  
was lowest at £112,000.

Profit
n  At £59,000, the median profit per 

equity partner (PEP) in small firms 
was exactly half of that in large 
firms at £118,000. Median PEP 
across all firms was £90,000. If 
fair remuneration for an equity 
partner was £80,000, then it could 
be observed that the average firm 
was making virtually no real profit.

n  Median PEP was up 18% on the 
previous year in small firms and 
increased by 2% in large firms.  
In total, median PEP increased  
by 6%.

n  A firm with upper quartile 
performance for gearing, hours 
recovered rate and margin made  
a profit of about 10 times more  
per equity partner than one with 
lower quartile performance.

n  Profit as a percentage of fees saw  
a median figure of 23% with the 
lower quartile point at 15% and the 
upper quartile at 33%. This was in 
line with pre-recession surveys 
and showed the legal sector to be 
in good health.

Executive summary

This survey is a substantial review of law firms with fee income of up to about  
£27 million. Taking part in the survey were 337 firms across England, Wales  
and Scotland, employing 15,200 people. Their total income was £1.05 billion 

The 
average firm was 
making virtually  
no real profit

overview

The survey uncovered some notable findings.
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INTRODUCTION
When the financial crisis erupted in 2008, 
throwing the country into recession, nobody 
appreciated how long and painful the recovery 
period would be. Until then, law firms had 
enjoyed 16 years of unbroken economic growth 
and it had been relatively easy to increase profits 
as fee income grew.

Recent analysis has shown that the economy  
of the UK and the economy of law firms have both 
become static: there has been no real rise in fee 
income and most law firms have suffered a fall  
in profits during this period. There is no real 
prospect of the situation improving significantly 
over the next few years and this environment is 
perhaps the new normal.

We have also seen the arrival of new 
competitors in the legal market and the advent  
of the alternative business structure (ABS). This 
will create further change over the coming years, 
which will either be seen as a threat or an 
opportunity for firms, depending on how quickly 
they can adapt to an evolving legal market.

It is therefore becoming very important for  
all firms to benchmark themselves against their 
competitors, in order to assess how well they  
are performing and to identify how financial 
performance can be improved.

The emphasis should be on increasing profits 
rather than on increasing fees. Partners want to 
run a more profitable firm. There is little point in 

Aim to 
increase profits, 
rather than 
trying to 
increase fees     

running a larger firm if it does not generate more 
profit. Having said this, large increases in profit 
will only be generated if the firm grows in size 
over the medium term. So, firms should focus on 
increasing profitability now; then, when they have 
a good profitable business, it should not be too 
difficult to scale up and grow.

This report is based on contributions from 337 
firms, using figures from their financial year end 
in 2012; as such, it represents a very significant 
analysis of the current legal market. The 
combined fee income of the firms in the survey 
was £1.05 billion. The combined profits were  
£247 million and covered 1,834 partners. The 
information is broken down into a number  
of regions (see Table 1 for regional definitions) 
as there was a significant difference in the 
performance of law firms across the UK. The 
report also analyses the performance of different-
sized firms to see if there is an optimum size of 
firm (see Table 1 for category definitions).

The report provides median lower quartile 
(LQ) and upper quartile (UQ) figures. Law firms 
want to be the best at everything but this is clearly 
unrealistic. Firms tend to talk about what they are 
good at and try to get even better at this, rather 
than focusing on areas of under-performance 
where improvements might more easily be 
achieved. When looking at the tables that follow, 
it is perhaps best to focus on the areas where your 
firm is currently below the median figure and to 
think about what needs to be done to generate 
better results.
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Table 1.

1.  Firms by location
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Table 2.

2.  Firms by constitution
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Table 2 shows the split of firms taking 
part in the survey by constitution. The 
figures show that nearly half of the firms 
are limited liability partnerships (LLPs) 
or companies. It is interesting to note 
that there is a higher proportion of 
companies in the North than elsewhere, 
while in the South East, most firms are 
LLPs. One possible explanation for the 
large number of companies in the North 
is the development of personal injury 
(PI) specialist firms which have seen 
notable growth in this part of the country 
and often with a corporate structure. 
Statistics from the Solicitors Regulation 
Authority (SRA) show that in November 
2012, in total there were 10,947 legal 
businesses, of which 14% were LLPs, 31% 
sole practitioners, 27% partnerships and 
27% incorporated companies.

Table 1 shows an analysis of the firms in 
the survey by region and by size. Three 
regions were grouped together to form 

Wales, Midlands and East of England, as 
there were not enough firms from Wales 
and East of England for these regions to 

be analysed separately. The survey has 
divided the firms into two categories: 

those with annual fees of less than  
£1.5 million are described as ‘small’ while 

those with fees in excess of £1.5 million 
are classified as ‘large’.

 introduction
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[ section 1 ]

Fees
Key questions to consider
1. What do we need to do to 

increase our fees as a multiple 
of fee earner salary costs? 

2. Are we investing properly 
in IT and knowledge to 
maximise fee income? 
3. Can we charge more 

for what we do if we get the 
service right?   



Fee earners generate fees. It is often 
difficult for a fee earner to influence the expenses 
incurred by a firm and, therefore, it is right that 
they should be asked to focus on fee generation. 
Any bonuses should, at least in part, be linked to 
their ability to maximise their billings.

Given that the salary of a fee earner is fixed  
in the short term, the gross profit of the firm is  
the fees generated by the fee earners less the cost 
of employing those fee earners. The gross profit 
will be increased if the fee earners can generate 
more fees. The easiest way to measure this is to 
state the fees as a multiple of the salary cost of  
the fee earners.

Traditionally, good profitable firms have talked 
about the need to achieve a fee multiple of three 
times the salary cost of fee earners. If this can be 
achieved, then there will be a gross profit of two 
thirds. The accepted norm is that firms will then 
spend another third on overheads leaving a profit 
for the equity partners equal to one third of fee 
income. To achieve fees equal to three times 
salaries does not mean that all fee earners have to 
achieve fees equal to three times salary cost as the 
partners will also be generating fees and they do 
not receive a salary. In these difficult times, most 
firms are struggling to achieve three times salary 
costs and as a consequence both their gross and 
net profits are falling.

Some firms are totally focused on this measure 
of productivity and have worked out how to 
achieve a multiple of four or even five times salary 
cost. This increases the gross profit and means 
that firms can invest more in certain overheads 
and still achieve a net margin in excess of a third. 
There is no magic wand that helps you to increase 
this multiple. It is achieved by getting partners to 
focus on the following:

fees
profit potential goes 
hand in hand with 
productivity and fee 
earning capability

Resourcing
There must be a very able team so that all work 
can be delegated to the right level and the client 
will happily pay for the time taken. Everyone 
needs to be skilled and motivated if they are to 
achieve maximum fee generation.

Time capture
All time must be properly captured so that both 
the firm and the client can see exactly what has 
been done. The client needs to see the total effort 
if they are to give credit for the work done, and the 
firm needs to see what things really cost so that 
they can always be thinking about how to further 
improve efficiency.

Information technology
Firms must invest in IT and knowledge systems 
consistently, so that their fee earners can produce 
more in a day than they would otherwise. Such 
investment should be designed to improve 
quality, reduce risk and increase efficiency. The 
firms that have invested wisely in this way do not 
need as many fee earners to achieve the same 
level of fee income as other firms.

Business development
Achieving a multiple of fees which is higher than 
three times salary costs will not be achieved with 
peaks and troughs in the work flow. Partners must 
therefore look ahead, even when they are busy, 
and start to do the necessary business 
development work to make sure that future 
troughs are filled before they become real.

Most firms 
are currently 
struggling to 
achieve three times 
salary cost   

 {section 1} fees
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REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     147 192 260 156 261 364 149 217 314
South East   78 98 120 106 137 205 94 117 175
South West   93 134 191 110 129 190 99 132 194  
Wales, midlands & East of England 98 107 135 102 127 150 100 112 147  
North    105 121 145 148 241 338 121 155 244  
Scotland     103 133 181 73 119 164 96 128 179  

Total for all regions    98 120 171 110 146 228 101 132 193

REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     546 546 632 721 1,065 1,444 457 731 1,129
South East   165 211 310 484 525 957 231 373 589
South West   242 294 463 359 398 682 259 355 488 
Wales, midlands & East of England 149 249 368 374 437 690 249 374 509  
North    235 291 411 514 1,212 1,877 265 509 1,351  
Scotland     191 281 390 327 414 678 231 332 512  

Total for all regions    188 273 428 379 543 1,109 262 393 676

Table 3.

3.  Fees per fee earner (£000s)

Table 4.

4.  Fees per equity partner (£000s)

Table 3 shows fees earned per fee earner. Not surprisingly, the larger firms achieved  
a higher figure of £146,000 per fee earner compared to the £120,000 achieved by 
smaller firms. Firms in the South East achieved a surprisingly low figure, only about 
half of that achieved by London firms.

Table 4 shows fees per equity partner. Given that one way to increase profits per 
equity partner (PEP) is for partners to take on more fee earners, it is also helpful to 
measure the fees generated per equity partner as this will provide an indication of the 
size of the team being managed by the partner. It is quite striking that the median 
figure of fees per equity partner at larger firms at £543,000 was almost exactly double 
that achieved by smaller firms of £273,000. The median across all firms was just below 
£400,000. London had the highest median figure of £731,000, followed by the North 
at £509,000. For large firms, it is interesting to see that in the North the upper 
quartile figure approached £2 million. 
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REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     0 0.12 0.65 0 0.05 0.53 0 0.10 0.62
South East   0 0 0.29 0.69 1.19 1.71 0 0.48 1.35
South West   0.19 0.45 1.62 0.20 0.64 1.48 0.19 0.45 1.58
Wales, midlands & East of England 0 0.19 0.70 0.18 0.64 1.47 0.09 0.40 1.08
North     0 0.23 0.98 0.05 0.12 0.85 0 0.17 0.90
Scotland     0.16 0.35 0.63 0.08 0.31 0.66 0.14 0.33 0.65
Total for all regions    0  0.25 0.79 0.09 0.42 1.34 0.05 0.31 1.15

REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     94 104 123 98 104 114 98 104 118
South East   100 104 112 98 103 106 98 104 109
South West   95 101 116 95 97 101 95 100 110
Wales, midlands, & East of England 93 102 112 100 102 112 100 102 112
North     93 98 111 101 109 118 98 105 116
Scotland     93 99 105 99 103 106 95 101 106
Total for all regions    94 102 112 99 103 110 97 102 112

Table 5.

5.  Fees as % of previous year’s fees 

Table 6.

6.  Interest received as % of fees 

Table 5 demonstrates changes in fee income since 2011. In total, the median figure 
shows that fees were up by 2%. Although this is only an increase in line with inflation, 
it does at least demonstrate that there was no overall decline. The lower quartile 
position saw a fall in fees of 3% while the upper quartile saw considerable growth in 
fees of 12%. The median figure for both small and large firms was fairly consistent for 
all regions other than the North, which saw growth of 9% for larger firms and a fall of 
2% for smaller firms.

Table 6 measures the value of income raised from interest. In addition to earning  
fees from professional work, most firms also earned further income from the interest 
earned on client account. Historically, at a number of firms the profit earned in a year 
was close to the interest earned for the year on client account. This is alarming  
as it suggests that such firms make nothing from practising the law and are reliant  
for their income on bank interest.
The last few years have seen a dramatic fall in the level of interest earned – on the  
back of very low interest rates – and a drop in the volume of transactional work, such 
as residential conveyancing, which leads to solicitors holding client money in the first 
place. This table shows that interest earnings were very low and did not contribute  
to profits in the same way as was seen in the past. The figures varied around the 
country, explained by the fact that different levels of client money were held around 
the country (see Table 22).

 {SEcTION 1} fees

 |  11 |   laW FIRmS  f inancial Benchmarking report {2013}



 |  12 

[ section 2 ]

Profit
Key questions to consider

1. Have we benchmarked our 
performance against 

comparable firms, and have we 
identified where we are below 

the upper quartile point?
2. Are we under-recording 

time and not showing clients 
the full extent of our efforts?

3. How can we get a better rate 
per hour for what we do?

4. Do we effectively 
understand ‘creative’ fees? 
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The traditional rule of thumb has 
been that good firms make profits equal to a third 
of income and spend a third on fee earner salaries 
and a third on overheads. An average firm makes 
profits of around 25% of its income, while some 
firms that are struggling badly have reported no 
profit or even a loss.

More important than the profit percentage  
is the actual level of profit earned, a figure which 
varied quite dramatically around the country  
and between firms of a different size (see Table 8). 
Given that there was little difference in the  

profit margins of larger and smaller firms (as 
demonstrated in Table 7), the difference was due 
to the significantly different annual fee figures  
per equity partner, highlighted in Table 4.

It is not really surprising that a new small firm 
had lower billings per equity partner than a longer 
established and more mature larger firm, but it 
highlights the need for smaller firms to think 
about how they can increase billings per equity 
partner without diluting the margins.

It is also not surprising to see that the region 
with the highest profit figures was London, but  
it is interesting to see that the median figure  
in London was more than double that achieved in 
any other region.

The profit per equity partner (PEP) figure is 
calculated before any deduction for the finance 
cost of the capital, or the partner’s end of year 
remuneration. If a partner was receiving a salary, 
a typical figure might be £80,000. If this was 
deducted from the median PEP figure of £90,000, 
then the median law firm is not really making  
a profit at all, despite taking significant risks. 

Solicitors should be concerned by this point 
and should think about how they can make a real 
profit as a return for the risks they are taking.

REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     17 33 54 19 30 35 17 31 44
South East   12 30 37 14 22 28 13 26 32
South West   15 19 29 16 22 27 16 20 29
Wales, midlands & East of England 5 18 30 15 23 29 10 21 30
North     10 18 28 16 21 35 14 21 34
Scotland     23 30 34 17 28 34 20 29 34
Total for all regions    13 25 34 16 23 32 15 23 33

Table 7.

7.  Profit as % of fees

Table 7 shows how firms performed when profit is expressed as a percentage of fees. 
The results are very close to previous figures, and demonstrate that firms have been 
able to maintain margins in these difficult times. London (31%), Scotland (29%) and 
the South East (26%) all had median profit margins of more than 25%. There is no 
significant difference on this measure between smaller and larger firms although at 
the median level the smaller firms are slightly ahead.

 {SEcTION 2} profit

profit
maintaining a healthy 
profit margin involves 
balancing a set of 
common variables
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REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     81 147 267 156 323 459 93 222 400
South East   26 49 71 72 147 189 43 71 147
South West   47 59 92 71 87 151 56 70 103
Wales, midlands & East of England 11 42 79 66 105  162 30 74 113
North     28 54 108 105 189 419 46 108 257
Scotland     55 77 106 83 106 130 56 90 125
Total for all regions    35 59 102 78 118 259 48 90 160

Table 8.

8.  Profit per equity partner (£000s)

REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     20 30 71 1 4 10 2 8 32
South East   8 17 50 1 2 10 2 9 26
South West   3 13 24 1 2 4 1 5 18
Wales, midlands & East of England 7 12 33 0 2 4 1 4 14
North     12 26 68 1 5 33 3 14 48
Scotland     8 19 52 0 1 3 2 7 32
Total for all regions    8 18 42 1 2 5 1 6 26

Table 9.

9.  Increase in PEP from 2011 (%)

Table 8 compares profit per equity partner (PEP) and shows how this number varied 
quite dramatically around the country and for different-sized firms. The median  
PEP was £90,000 across all firms, but £59,000 for smaller firms and exactly double,  
at £118,000, for larger firms.

Table 9 looks at what happened to PEP compared with the previous year. The survey 
shows that the median figure grew by 6% on the back of fees increasing by 2% (as 
shown in Table 5). The striking fact is that smaller firms have increased median PEP 
by 18%, while larger firms have increase PEP by just 2%. As Table 8 demonstrates, the 
smaller firms still have considerable work to do to catch up with the larger firms, which 
report a PEP figure double that of the smaller firms.
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 {section 2} profit

Whether fees are rising or falling, the emphasis 
should always be on maximising profitability.  
For a company this might be best measured as 
earnings per share because if more shareholders 
invest, then profits should increase on the back of 
the higher capital base. A similar position exists 
for law firms so the most common measure of 
profitability is PEP.

In this survey, where a firm is incorporated the 
profit has been calculated as the profit before any 
director salaries, and has been divided by the 
number of shareholders.

A useful way for law firms to understand and 
benchmark their own profitability is with the 
following model, based on four variables:

Variable 1: Gearing
The first variable is referred to as either ‘gearing’ 
or leverage. It is a number, representing the size 
of each team in the firm including the partner.  
So, if a partner manages two fee earners, the firm 
has a gearing of three; if the partner manages five 
fee earners, the firm has a gearing of six. Clearly, 
the larger the team, the more it can bill and the 
more profit it can make. The reason why gearing 
normally does not get too high is connected to the 
complexity of the work. Only simple legal work 
can be done with huge gearing; more complicated 
work requires more supervision and experience.

Variable 2: Chargeable hours
The second variable is the annual recorded 
chargeable hours per fee earner. If everyone is 
busy and confident in recording their time, the 
number will be high. If there is a shortage of work, 
or if people are slack over their time recording, 
then the recorded hours will be lower. It is not 
surprising that the firms who pay the most seem 
to get the most hours recorded. When the first 
two variables are multiplied together, you are 
calculating the annual hours generated by each 
partner through their team.

It is no 
surprise that the 
firms that pay 
most seem to get 
the most hours 
recorded

small firm 
PEP 

= £96,000

larGe firm 
PeP 

= £504,000

GearinG
x

Hours
x

recovered 
rate/Hour

x

5.00

1,400

£240

30%

4.00

1,000

£120

20% Profit 
marGin

=
PeP 

Benchmarking profitability
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Variable 3: Recovered rate per hour
The third variable is the recovered rate per hour 
billed. The higher the rate, the greater the profit 
margin. Clearly, if work is complex it can demand 
a higher rate than if the work is routine. Some 
firms like to break this variable down into the 
recorded rate and the percentage of this rate that 
has been billed. In other words:

Variable 4: Profit margin
The final variable is the profit margin. This is the 
percentage of the fee that ends up as net profit. It 
is the efficiency with which a firm turns fees into 
profit. If the firm is efficient, then the net profit 
margin will be high; if there is inefficiency, the 
margin will drop and can become negative.

The example on the previous page shows that 
to go from a PEP of about £100,000 to a PEP of 
about £500,000 does not require a fivefold 
increase in all the variables. Relatively small 
increases in one or more of the variables can 

REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london               1.75  2.50  3.00  2.94  4 .00 6.43  2.03  3.14  4.37 
South East             1.50  2.00  3.00  2.99  4.53  6.67  2.00  3.00  4.98 
South West             1.50  2.00  3.00  2.54  3.29  4.17  1.67  2.50  3.75 
Wales, midlands & East of England 1.33  2.07  3.00  2.83  4.00  6.50  2.00  3.00  4.47 
North               2.00  2.00  3.25  2.17  3.25  7.25  2.00  3.00             6.00 
Scotland               1.67  2.00  2.92  2 .00 4.29  5.60  1.67  2.33  4.14 
Total for all regions    1.50  2.00  3.00  2.42  4.00  6.50  2.00  3.00  4.38 

Table 10.

10.  Gearing 

Table 10 shows how the gearing varied, particularly by size of firm. It is very 
interesting to see that median gearing in smaller firms was 2, in larger firms it 
was 4, and across all firms it was 3. Given that gearing is logically a function of the 
complexity of the work being done, and not a function of the size of the firm, this is 
evidence that if smaller firms want to increase fees and PEP then they will need to 
tackle the low levels of gearing identified in this survey.

= x
recovered 

rate per 
hour

recorded 
rate per 

hour
realisation 

%

(With realisation % being the 
percentage of time recorded 
that can be billed) 

deliver very significant improvements in profitability. 
This is why firms should regularly benchmark against 
their competitors so that they can identify where they 
can most easily improve.

Clients are demanding that work is done better, 
faster and cheaper. Perhaps the best way of achieving 
this is with increased delegation and investment in 
processes to support the work being done. It will be 
interesting to see how gearing numbers evolve in the 
coming years but there is huge pressure coming from 
clients for this number to increase.

Thus, the multiple of the first three variables determines the fees that will billed by the partner in the year. 
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 {section 2} profit

Getting the resourcing right in a firm is not just a 
question of gearing. It is also important to get the 
right mix of fee earners and business services 
staff. It is surprising to see that in the firms 
surveyed, 48% of people are fee earners (see 
Table 11). In other words, there are slightly more 
business services people than fee earners. The 
danger if business services numbers are cut back 
too greatly is that you could end up with fee 
earners performing low-level administrative tasks 
that clients are not willing to pay for. 

If fee earners are busy and recording all of their 
time, then fees should be maximised (see Table 12 
on the following page).

Recording time
However, given that most solicitors work hard all 
day for clients, it would appear that considerable 
amounts of time are going unrecorded. This is 
almost certainly because the culture in the UK 
has always been to confuse time-recording with 
billing – and fee earners are too quick to discount 
their time at the point of recording. This has 
become worse in the last few years, with everyone 
feeling insecure and worrying about the prospect 
of time being written off.

There is clearly a considerable amount of time 
being under-recorded. Firms should look to issue 
clear guidance on how time should be recorded 
and provide training to their staff on how 
narratives should be written so that they better 
reflect the value being provided to the client.

Billing efficiently
We have considered how gearing, chargeable 
hours and margin all affect the PEP; the final 
variable is the recovered rate per hour (see  
Table 13). Clients are increasingly resisting 
time-based fees and may be seeking more 
‘creative’ or alternative fee arrangements (AFAs). 
The mistake made by many firms when asked to 
deliver AFAs is to increase the discount.

A creative fee is a ‘win-win’ arrangement  
that benefits both the client and the firm.  
At its simplest, a creative fee is a fixed fee:  
the client likes the certainty and the firm can 
make excellent profits if the service can be 
delivered efficiently. 

All solicitors need to think again about AFAs 
and how such creative fees need to be managed  
so that they can meet the expectations of the 
client and deliver higher profitability.

Effective resourcing

ReGion    small              laRGe   total  
      lQ median UQ lQ median UQ lQ median UQ
london     45 50 56 43 50 54 43 50 55
south east   47 60 67 45 55 69 45 59 68
south West   36 45 51 34 46 54 34 45 54
Wales, midlands, & east of england 33 38 50 35 45 53 33 41 52
north     33 41 46 42 48 58 33 44 54
scotland     33 41 56 44 56 79 35 50 65
total for all regions    33 44 57 39 50 59 36 48 57

Table 11.

11.  Fee earners as % of total head count

Table 11 shows the percentage of people who were working in law firms as fee 
earners. The South East had the highest total median figure at 59%; this was possibly 
due to the higher cost of labour in the South East, which has resulted in the greater 
control of business services head count.
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REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     153  190  260  156  237  325  150  209  302 
South East   96  99  123  117  152  221  98  121  182 
South West   88  107  181  104  115  143  88  113  166 
Wales, midlands & East of England 101  122  154  108  140  160  104  134  158 
North     101  110  124  148  208  329  110  148  242 
Scotland     98  117  158  92  121  172  94  119  163 
Total for all regions     98  119  164  115  151  237  103  136  188 

Table 13.

13.  Recovered rate per hour (£s)

REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london                1,000  1,000   1,175  1,000  1,014  1,199  1,000  1,000  1,200 
South East   900  1,000  1,100  1,000  1,000  1,021  900  1,000  1,100 
South West   967  1,100  1,350  904  974  1,296  929  1,052  1,350 
Wales, midlands & East of England 750  1,000  1,000  900  1,000  1,000  846  1,000 1,000 
North                1,000  1,100  1,209  1,000  1,100  1,250  1,000  1,100  1,238 
Scotland                1,000  1,100  1,250  875  963  1,200  1,000  1,000      1,250 
Total for all regions    1,000  1,000  1,200  910  1,000  1,149  970  1,000  1,198 

Table 12.

12.  Recorded chargeable hours per fee earner

Table 12 looks at recorded chargeable hours per fee earner, per year. The figures were very consistent for small and large firms, 
and also across the regions. The total median figure of 1,000 hours per year equates to about 4.5 chargeable hours per day. 
This figure has featured in surveys quite consistently over the last 20 years, so it would be easy to conclude that this is normal.

Table 13 shows the recovered rate per hour. The total median figure was £136 per hour. Given that it is common to find firms 
recovering about 80% of their recorded rate, this suggests that the median recorded rate would be about £170 per hour. Larger 
firms have a higher median recovered rate at £151 per hour, while the smaller firm averages just £119 per hour. There are significant 
regional differences in the numbers, which is to be expected.

    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
Gearing            1.50  2.00  3.00  2.42  4.00  6.50  2.00  3.00  4.38 
Hours          1,000  1,000  1,200  910  1,000  1,149  970  1,000  1,198 
Recovered rate (£s)    98  119  164  115  151  237  103  136  188 
margin (%)    13 25 34 16 23 32 15 23 33
Total PEP (£s)    19  59  199  40  139  559  29  95  324 

Table 14.

14.  Profit per equity partner (PEP) (£000s)
(using benchmarks for all regions) 

Table 14 has been calculated to show how different the PEP figure became as the four drivers of profitability increased or 
decreased, using benchmarks for all regions. It can be seen that if median figures were achieved for all of the variables, then a 
smaller firm would achieve a PEP of £59,000, while a larger firm would achieve a PEP of £139,000. It is more interesting to see 
that whatever the size of firm, if all variables were at the upper quartile level then the profit is about 10 times greater than if all of 
the variables were at the lower quartile level. All firms should look to benchmark at the upper quartile level; indeed, for any 
variable where they are achieving at a lower level, they should consider how improvements could be achieved.
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Lock-up
Key questions to consider

1. Given that clients don’t want 
nasty shocks when they are 

billed, why do we wait so long 
before we talk about money?

2. When discussing fees with 
clients, are we sufficiently 

robust at asking for 
earlier payment?

3. Are the appropriate ‘carrots 
and sticks’ in place to deliver 

improved lock-up?



L aw firms have always been poor at 
turning their efforts into cash quickly. Most 
surveys in recent years have shown that the delay 
from recording time to receiving cash averages 
120 to 130 days, which is equivalent to just over 
four months. It is not surprising that there is a 
very significant range of performance when you 
consider the different types of firm and the work 
undertaken. Residential conveyancing often 
performs significantly better, sometimes taking 
just 60 days from doing the work to being paid. 
However, other areas such as claimant personal 
injury cases may take more than a year from the 
work being done to cash being received.

This slow receipt of cash from clients is a 
problem as firms will usually be paying their 
creditors more quickly. The biggest expense is 
monthly salaries, but other significant expenses 
are rent and professional indemnity premiums, 
which are usually paid in advance. The biggest 
risk for most law firms is not that they will start 
trading at a loss but that they will run out of funds 
while still making a profit. This is most likely to 
happen in new firms that do not understand how 
much capital they require, or in rapidly growing 
firms which therefore require more capital to 
avoid running out of money.

The credit period given to clients is usually 
split into work in progress (WIP) days and debtor 
days. WIP days is the delay from time being 
recorded to the bill being raised and debtor days 
represents the delay from the bill being raised to 
the cash being received.

A considerable number of firms have seen their 
lock-up numbers deteriorate considerably over 
the last couple of years which puts those firms 
closer to the edge – and this threatens their ability 
to survive. If levels of debt become too high, then 
firms will struggle just to service their debts and 
they will find it almost impossible to compete 
with firms that have less debt. This introduces the 
prospect of ‘zombie’ firms which will inevitably 
fail over a longer period of time.

It is also important for firms to take a more 
robust stance in their terms of business. It should 
be standard that the firm requires some up-front 
cash, that it will bill on a monthly basis and 
require bills to be settled on receipt. The firms 
that are stronger on management in this area  
are less likely to be dependent on bank finance. 
Solicitors also need to remember that whenever  
a client is asking for a discount on a fee, it is 
appropriate for the solicitor to ask for accelerated 
payment in return.
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The biggest 
risk for most law 
firms is to run  
out of funds while 
still making 
a profit 

LOCK-UP
a robust stance on 
billing and terms of 
business is required 
to ensure liquidity
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 {section 3} lock-up

ReGion    small              laRGe   total  
      lQ median UQ lQ median UQ lQ median UQ
london     59 35 26 86 64 46 78 57 38
south east   53 25 20 69 54 47 62 51 24
south West   60 36 23 48 43 36 57 40 27
Wales, midlands & east of england 66 45 22 85 60 39 73 56 37
north     62 43 23 70 50 20 69 44 21
scotland     56 32 18 95 66 52 78 52 23
total for all regions    59 36 20 76 55 39 69 50 27

16.  Debtor days

ReGion    small              laRGe   total  
      lQ median UQ lQ median UQ lQ median UQ
london     95 86 56 157 131 100 152 104 82
south east   103 76 60 140 130 97 137 99 71
south West   107 81 63 169 126 93 138 94 68
Wales, midlands & east of england 141 89 46 166 125 112 153 119 83
north east, north West  156 113 73 150 94 75 152 106 73
scotland     113 66 51 184 140 74 146 83 55
total for all regions    124 82 53 157 122 92 148 104 69

Table 17.

17.  Total lock-up days (WIP + debtor days)

ReGion    small              laRGe   total  
      lQ median UQ lQ median UQ lQ median UQ
london     60 33 24 80 55 33 76 51 25
south east   57 41 26 86 72 45 79 53 31
south West   61 45 20 124 85 48 87 51 32
Wales, midlands & east of england 78 46 26 97 70 45 91 65 33
north     99 56 24 78 49 26 80 53 24
scotland     52 31 20 87 57 39 59 43 23
total for all regions    70 41 22 92 61 40 82 54 26

able 15.

 15.  Work in progress (WIP) days 

(above) Table 15 shows WIP days. This is a measure of the number of days from doing the work to the work being billed. 
(below) Table 16 shows debtor days. This represents the delay, expressed in days, from issuing the bill to payment being received. 
(below) Table 17 shows the total lock-up. This represents the delay, expressed in days, from the work being done to cash being 
received. There was a significant difference between the performance of small and large firms. Small firms were taking a median  
of 82 days from recording time to collecting cash, while large firms were taking 122 days. The total median figure is 104 days. It is 
interesting to see the great difference between the lower and upper quartile figures. The total median figure in Scotland at 83 
days was significantly less than the equivalent figure for Wales, Midlands and East of England at 119 days. The figures are based 
on WIP and debtor figures appearing in the accounts. WIP is not included in the accounts where it is contingent upon the 
outcome of a case (claimant PI being a common example). The WIP days and total lock-up days would be even higher if this 
off-balance sheet WIP was included.
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[ section 4 ]

Finance
Key questions to consider

1. Do we have sufficient 
capital to run and grow 

the business?
2. Is it time to look again 
at our legal structure and 
how capital is to be grown 

within the firm?
3. Is it right that we aim to fully 

distribute profits? 



L ike any other business, a law firm 
must ensure that it has adequate capital to finance 
its activities, otherwise it could become insolvent. 
The capital in a law firm will either come from the 
owners or from a finance provider, such as a bank. 
The traditional model is that a solicitor puts in 
capital when they become a partner, profits are 
drawn out each year and then the capital sum  
is returned to the partner on retirement. 

This is very different to a company, which 
issues shares to raise capital, distributes some 
profit to shareholders, but also retains profit to 
increase the capital base and finance expansion 
which should result in the investor achieving 
capital growth in addition to income.

Some firms have now incorporated, and this 
allows them to accumulate profits at a lower 
corporate rate of tax than if the partners were 
being taxed on their profits as income using 
higher income tax rates. In an incorporated  
firm, the capital is not taken out of the firm at 
retirement but the shares can be sold on to  
a new investor.

It is perfectly acceptable for any business  
to borrow to finance activities and growth, but 
there is a danger that borrowing could spiral out 
of control and result in insolvency. So how much 
is a sensible amount?

Professional people tend to be cautious and do 
not like debt. If that is your view, then perhaps 
you should restrict borrowings to no more than 
50% of partner capital. If you are more confident 
in your business and you are happy to borrow  
to finance expansion then it is perhaps realistic  
to borrow up to 100% of partner capital.

The devil is in the detail and there is no 
standard accepted definition of borrowings or of 
partner capital. A good starting point is that 
borrowings is all bank debt, so it would include 

overdrafts and term loans, while partner capital  
is the capital introduced and the profits retained 
within the business.

A bank will be interested in the amount  
of capital that the partners have at risk, and it 
might assess capital in a harsher way and discount 
any capital which has been borrowed by the 
partners personally.

Given that there can be interruptions to the 
cash flow of a firm, it should always plan to have 
some headroom in the facilities it negotiates, 
which mean that it can survive short-term shocks 
to its cash flow without needing to go back to the 
bank for additional funds. 

When planning for future cash flow 
requirements, it is necessary to consider the 
following:

Partner capital
If a partner can contribute significant capital, 
then it is easy to ensure that a firm is properly 
financed. The problem is that new partners may 
not have much capital, and often have significant 
mortgages, so they find it difficult to raise much 
capital without taking on further personal debt.

Incorporated 
firms are able to 
accumulate profits 
at a lower corporate 
rate of tax  

finance
sufficient capital is 
more important than 
ever to safeguard 
future cash flow

 {section 4} finance
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Distribution of profits
The culture of professional law firms has always 
been to fully distribute profits close to the year 
end. If this is done, the capital base is not being 
grown. If a fixed percentage of the profit is 
retained each year then the capital base could be 
increased. This could be repaid to the partner in 
retirement as an annuity and would enable the 
firm to build up more capital. But if profits are 
low, it is difficult to ask partners to retain some 
of their profit, especially if they have to pay tax  
on the whole sum for the year. Another, less 
drastic, way of building up capital, is to build in  
a delay between the end of the year and when the 
profits are distributed.

New and retiring partners
When new partners join, they increase the capital 
base of a firm; but when partners retire and 
capital is withdrawn, the capital base is reduced. 
This is particularly tricky in small firms: a partner 
leaving a three partner firm has a much greater 
impact than a partner leaving a 10 partner firm.

Lock-up
If considerable amounts of capital are tied up in 
debtors and WIP, the firm could run short and 
require additional bank finance. If lock-up can be 
managed down to a more acceptable level, there 
might be no need for additional finance.

Bank finance
It is important to source the right kind of finance. 
There will be short-term movements to cash flow 
that might best be dealt with through overdraft, 
but term loans are likely to be more appropriate 
for longer term investments such as property,  
IT and acquisitions.

Client account balances
Many firms carry significant client account 
balances. While this finance does not belong to 
the firm, historically firms have earned premium 
interest on sums held in general client account, 
over and above what the individual clients would 
have got had their finance been held in client 
account. The returns in recent years have been 
considerably lower because of long-term low 
interest rates but this might change in the future. 
The amount of finance held is also an indicator  
of how busy a firm might be and with what  
value of transactions. 

REGION    Small              laRGE   TOTal  
      lQ median UQ lQ median UQ lQ median UQ
london     7  108  308  -204  -17  212  -112  7  274 
South East   -5  9  38  -92  17  401  -33  9  91 
South West   -7  23  81  -122  13  208  -34  20  96 
Wales, midlands & East of England 3  31  63  -120  10  236  -33  20  82 
North     -73  -7  68  -4  259  537  -53  47  306 
Scotland     -44  0   49  -32  244  753  -44  3  269 
Total for all regions    -29  17  76  -118  23  394  -45  17  210 

Table 18.

18.  Year end office account balance (£000s)

Table 18 shows the year end office account bank balance. The median figure at £17,000 is fairly 
even for all sizes of firm. This would suggest that just less than half of firms borrow finance and a 
little more than half have capital in the bank. At the upper and lower quartile levels there are big 
differences, as might be expected.
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ReGion    small              laRGe   total  
      lQ median UQ lQ median UQ lQ median UQ
london     6 21 33 5 8 16 5 10 25
south east   5 11 16 5 10 14 5 11 15
south West   6 12 18 9 11 15 8 11 16
Wales, midlands & east of england 7 13 18 6 9 15 6 11 17
north     2 11 23 6 11 19 5 11 20
scotland     3 7 22 5 9 22 4 8 23
total for all regions    4 11 22 5 10 16 5 11 19

Table 19.

19.  Capacity in overdraft as % of fees 

ReGion    small              laRGe   total  
      lQ median UQ lQ median UQ lQ median UQ
london     21 25 46 18 22 45 19 23 46
south east   4 27 36 15 23 38 12 24 38
south West   12 21 40 16 23 38 14 22 39
Wales, midlands & east of england 15 28 41 18 24 32 17 25 34
north     13 33 50 18 27 36 16 29 39
scotland     16 44 60 27 33 50 23 36 55
total for all regions    14 29 48 18 26 38 16 27 41

Table 20..

20.  Partner capital as % of fees

Table 19 looks at the capacity to borrow compared to annual fees, when considering 
the year end office account balance and overdraft facility available. It is interesting to 
see that the median figure, at 11% of fee income, represents about 40 days of income. 
The lower quartile point is about 20 days and the upper quartile point represents 
about 80 days of income. This highlights how quickly and easily many firms could 
become insolvent if their lock-up deteriorates, even by relatively small amounts.

Table 20 demonstrates partner capital as a percentage of fees. Firms can become 
less reliant on bank finance if more partner capital is introduced and retained. One 
way of benchmarking partner capital is to express it as a percentage of annual fees. 
Given that the median firm had a total lock-up of 104 days (see Table 17), this could 
be financed by having partner capital equal to 28% of fees. Above, we see that the 
overall median figure was 27%. By the same measure, Scottish firms held more capital 
than any other region.
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ReGion    small              laRGe   total  
      lQ median UQ lQ median UQ lQ median UQ
london     0 18 78 15 39 71 4 31 72
south east   0 1 38 17 48 102 0 24 65
south West   0 32 83 3 45 97 0 34 87
Wales, midlands & east of england 0 20 49 41 73 110 10 43 81
north    0 41 79 7 32 76 0 34 76
scotland     0 22 74 6 58 90 0 32 77
total for all regions    0 18 68 15 48 94 0 35 80

Table 21.

      Bank borrowings as % of real partner capital

ReGion    small              laRGe   total  
      lQ median UQ lQ median UQ lQ median UQ
london     19 145 304 15 65 180 15 67 208
south east   97 195 519 153 257 278 113 249 351
south West   209 254 421 71 162 348 136 237 405
Wales, midlands & east of england 115 232 355 96 140 232 104 155 302
north     41 116 251 5 27 85 14 49 140
scotland     128 274 520 39 108 260 75 217 487
total for all regions    112 233 410 39 116 255 63 163 317

Table 22.

      Client bank balance as % of fees

Table 21 shows the percentage of bank borrowings (including borrowed partner 
capital) as a percentage of real partner capital. A bank will not be happy with partner 
capital if the capital itself has been borrowed by the partners and the firm has been 
asked to provide a guarantee that it will repay the loan of the partner when they leave 
the firm. The lower quartile figure for small firms was 0%, showing that there was no 
debt, while the median figure for all firms was 35%. The upper quartile figure for large 
firms in the South East was 102%, showing borrowings in excess of real partner capital.

Table 22 shows the client bank balance at the year end as a percentage of annual 
fees. The median figure for small firms at 233% was nearly exactly double the median 
figure for large firms at 116%. In the South East, the upper quartile figure for small 
firms was 519%, representing more than five years of fee income. The median figure 
for all firms was 163%, with regional variances going down to 49% in the North and  
up to 249% in the South East. Given that the survey covered firms with combined 
fees of £1.05 billion, this suggests that if client account balances were 163% of fees, 
then the client funds held were about £1.7 billion.

22.

21.
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We have already detailed how important it is for all  
firms to benchmark themselves against their peers in 
order to assess how well they are performing and to 
identify how financial performance can be improved. 

We hope that this report provides the robust data 
required to undertake effective benchmarking, and  
that it offers practical advice on how to interpret  
the outputs and implement strategies to deliver 
improved financial performance.

To aid you in this objective, the following table gives 
you the ability to examine your own firm’s performance 
on a comparative basis against the upper quartile (UQ) 
output across total firms. 

For some, the results may be worrying but will 
hopefully motivate the implementation of an action 
plan. For others, this exercise will serve to simply 
endorse the business plan and operational model 
already in place.

Conclusion

Research and methodology
We analysed the financial data, representing the 
performance of 337 legal firms operating in the small 
to medium enterprise (SME) space, employing 15,200 
people in total (including 1,834 partners), and covering 
year end 2012. The total for all regions in each table 
represents the aggregate figure for all participating 
firms, across all regions. Further details of the 
methodology of this report are available on request.  
For the purposes of this report, those firms with fees  
of less than £1.5 million are described as ‘small’,  
while those with fees in excess of that amount are 
described as ‘large’.

Contact us
If you have any comments on the contents of this 
report or would like to have a discussion on any aspect 
of the legal profession more generally, please contact 
Steve Arundale, Head of Professional Sectors & Financial 
Institutions, Business & Commercial Banking on 
020 7747 1393 or by email at steve.arundale@rbs.co.uk

 UQ firm’s ratio actions reQUired  
fees per equity partner (£000s) 676
fees per fee earner (£000s) 193
Profit as % of fees (%) 33
Profit per equity partner (£000s) 160
chargeable hours (per year) 1,198
recovered rate per hour (£s) 188
WiP days 26
debtor days 27
total lock-up (days) 69



Disclaimer
The author, Robert Mowbray, is a 
chartered accountant who has worked 
for professional firms for more than 30 
years. Opinions expressed in this 
publication are those of the author and 
not necessarily those of NatWest or 
the publisher. The contents of this 
document are indicative and are 
subject to change without notice. This 
document is intended for your sole use 
on the basis that before entering into 
this, and/or any related transaction, 
you will ensure that you fully 
understand the potential risks and 
return of this, and/or any related 
transaction, and determine it is 
appropriate for you given your 
objectives, experience, financial and 
operational resources, and other 
relevant circumstances. You should 
consult with such advisers as you 
deem necessary to assist you in 
making these determinations. 
NatWest will not act as your adviser 
or owe any fiduciary duties to you 
in connection with this, and/or any 
related transaction, and no reliance 

may be placed on NatWest for advice 
or recommendations of any sort. 
NatWest makes no representations 
or warranties with respect to the  
information and disclaims all liability 
for any use you or your advisers  
make of the contents of this document.  
NatWest and its affiliates, connected 
companies, employees or clients  
may have an interest in financial 
instruments of the type described in 
this document and/or related financial 
instruments. Such interest may 
include dealing, trading, holding, 
acting as market-makers in such 
instruments and may include providing 
banking, credit and other financial 
services to any company or issuer  
of securities or financial instruments 
referred to herein. NatWest is 
authorised and regulated in the UK 
by the Financial Services Authority.
National Westminster Bank plc. 
Registered office: 135 Bishopsgate, 
London EC2M 3UR. Registered  
in England No. 929027. 
A Royal Bank of Scotland  
Group company.
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