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law Practice Solutions

By Roccy DeFrancesco

re you ready to do something
many attorneys are not yet

A

with the current practice of law model?

willing to do? Are you ready

to acknowledge the problems

Problems with the current model
What’s wrong with the current practice

of law model that has been used by attor-

neys for the last 100 years?

e It's expensive.

e It’s not overly profitable.

e It’s not client-focused (it's not about com-
prehensive solutions, it’s about secular
problem solving).

e It’s not overly rewarding.

Let’s take a closer look at each issue.

lt's expensive

The fact of the matter is that it’s ex-
pensive to run a law practice. The list of
costs seems endless (rent, insurance, em-
ployee salaries, advertising, phone/technol-
ogy, health insurance, and the list goes

Law Practice Solutions is a regular fea-
ture brought to you by the Practice Manage-
ment Resource Center (PMRC) of the State
Bar of Michigan, featuring articles on prac-
tice management for lawyers and their staff.
For more resources offered by the PMRC,
visit our website at http://www.michbar.
org/pmrc/content or call our Helpline at
(800) 341-9715 to speak with JoAnn Hath-
away or Diane Ebersole, Practice Manage-
ment Advisors.

on), especially if you're an owner in a solo
or small practice. As an example, health
insurance endured another increase for
small group plans of 4 percent in Michigan
in 2018,' which is in addition to the 5 per-
cent increase in 2017 and other increases
in prior years.” For individual health plans,
the average increase for silver plans nation-
wide is 34 percent in 2018.3

I's not overly profitable

While some attorneys are doing well,
many attorneys are not. Many struggle to
get by and are certainly not living the life-
style they thought they’'d be living. Visit any
small- to medium-sized town and ask law-
yers how they’re doing financially; many
will tell you they're struggling.

Ask state bar associations how their mem-
bers are doing and they’ll tell you many are
struggling financially. In certain areas of law
such as estate planning and other document
specialties, competitors like LegalZoom®
have commoditized the industry and driven
down prices.

The average student loan debt for law
school graduates was $140,615 in 2012, and
with increasing law school tuition rates over
the years it's a wonder if many attorneys
would have been better off choosing a

different career’ A recent study indicated
that only 48 percent of attorneys making
$50,000—$100,000 strongly agree that their
degree was worth the cost and 52 percent
of those surveyed are struggling or suffer-
ing financially.®

It's not overly clientfocused

Most lawyers are hired to deal with a
particular issue, not provide comprehen-
sive solutions to truly help clients with their
overall well-being. For example:

e A client needs estate planning docu-
ments. A lawyer creates the documents,
gets them signed, and, typically, that’s it.

e A client is the victim in a car crash and
sustains injuries. A personal injury law-
yer takes the case, typically gets a settle-
ment, takes his or her one-third for fees,
and sends the client down the road.

e A client needs help with a patent. A pat-
ent lawyer helps with the patent applica-
tion and once the patent is issued, moves
on to the next client.

What additional help could have been
given to these three clients?

¢ In addition to estate planning documents,
many of these clients also need help with

list goes on)....

The fact of the matter is that it's expensive to run
a law practice. The list of costs seems endless
(rent, insurance, employee salaries, advertising,
phone/technology, health insurance, and the
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[A]ttorneys can learn a lot from what many
CPAs have done to transform their business
model over the last 10-plus years.

their finances, long-term care expenses,
retirement planning, college planning for
kids or grandkids, and more.

e Car crash victims represent the classic cli-
ents who receive big money in a settle-
ment and then lose it or blow it quickly.
These clients need advice to help them
save or grow that money so it will last
for years to come.

e After a client obtains a patent is when
the work really starts. This client would
benefit from help with asset protection,
estate planning, income tax planning,
corporate structure, financial planning,
and more.

The point with the above examples is
that many clients are not receiving compre-
hensive help from their attorneys. Attorneys
may be solving secular problems, but is that
what we should be doing? Is that what'’s
best for the client? Is that what’s best for the
attorney? I would submit that the answers
are no, no, and no.

It's not overly rewarding/enjoyable

I've asked many attorneys over the years
if they enjoy what they do for a living, and
the vast majority respond that they do not.
Attorneys acknowledge it’s difficult to deal
with the expenses and headaches for less
money than they’ve ever made.

I no longer practice law. I train, men-
tor, and help advisors of all kinds (attorneys,
CPAs, financial planners, and insurance
agents) provide better and more compre-
hensive advice to their clients. I don’t miss
practicing law and consider myself a recov-
ering attorney.

What may surprise you from my inter-
actions with CPAs, financial planners, and

insurance agents is that most tell me they
still enjoy what they do. They find their
work more rewarding than many attorneys
do, and most of them use a more profitable
business model.

So I ask, would you recommend that
a soon-to-be college graduate go to law
school? T wouldn't. Incidentally, T recently
found out that my law school, Valparaiso
University Law School, stopped taking new
enrollees and is considering closing. Why?
In part because of a decline in student ap-
plications and noncompliance with admis-
sion standards.” When you couple high stu-
dent loan debt with low starting salaries for
many law school graduates, it's no wonder
law school enrollment is way down from its
peak in 2010.%

Learning from CPAs

Many attorneys have a hard time admit-
ting they’re wrong. And many, myself in-
cluded, are self-professed know-it-alls. Be-
cause of this, many attorneys have a hard
time learning or taking advice from others.

Guess what? We don’t know it all and
we can learn from others. In this instance,
attorneys can learn a lot from what many
CPAs have done to transform their business
model over the last 10-plus years. Some
CPAs have moved from an hourly billing
practice that isn’t overly profitable to one
that incorporates other services.

The American Institute of CPAs (AICPA)
is the national governing body for certi-
fied public accountants. In my opinion, this
organization is light years ahead of the
American Bar Association when it comes
to helping its members create a profitable
business model.

The AICPA allows members to become
securities licensed as well as insurance li-
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censed (fixed life and annuities). In fact, the
AICPA has put significant effort in helping
members learn retirement and investment
planning through its own personal financial
specialist (PFS) designation.’ The AICPA also
has a guide discussing which investment
advisory business model CPAs should use
and why.'® With the help and support of the
AICPA, CPAs can earn substantial non-hourly
billing revenue by offering financial plan-
ning/insurance services to clients.!

CPAs also happen to be considered
trusted advisors in our country. The fact
that they have been able to offer financial
planning and insurance services to clients
for decades has not hurt that reputation, but
enhanced it. An AICPA survey shows that
CPAs who offer financial planning services
don’t lose clients because of it, but instead,
retain more clients.'

Conflict of issues

Those in the legal community who are
against an expanded business model worry
about attorneys exerting undue influence
on clients or taking advantage of clients if
they were to offer advice on financial ser-
vices, insurance, and annuities.

As T stated, CPAs have been doing this
for years and are seen as their clients’ most
trusted advisors. Is a CPA a more ethical ad-
visor than an attorney? I say no, and it is my
opinion that attorneys who want to become
the trusted advisor can take a page out of
the CPA playbook by adding financial plan-
ning and insurance services to their prac-
tice which should strengthen their relation-
ships with clients.

Did you know that one of the largest
registered investment advisors in the en-
tire country is Plante Moran Financial Advi-
sors, the Southfield-based CPA firm? Plante
Moran manages $12 billion in assets.”® The
gross revenue from that alone should be
in excess of $10 million a year in non-fee
revenue. Plante Moran has proven the ex-
panded business model works without harm-
ing their client relationships. In fact, its full-
service model has helped it become one of
the largest accounting firms in the country.'

What about conflicts of interest through
offering other services to their clients? Plante
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Moran received ACG New York Champion’s
Award for CPA firm of the year in 2017.%
What does that tell you?

It’s time for a change. It's long past time
for attorneys to evolve.

Coming attractions

In Part 2 of this article, I'll outline the
three different business models attorneys
can use to implement a multidisciplinary
practice of law model. This is the model
with expanded services.

I'll also identify the extra services that
should be offered to clients and how much
additional revenue the average law office
can expect to generate annually (this will
shock many readers). ®

‘ Roccy DeFrancesco Jr. is
a graduate of Valparaiso
University Law School
and has been a member of
the State Bar of Michigan
since 1996. He is the co-
author of 21st Century

I Attorney, available as a
free download at www.2Istcenturyattorney.com.
He founded The Wealth Preservation Institute, an
education company to help advisors provide better
advice to clients, and Strategic Marketing Part-
ners, a marketing company to help advisors grow

their business.
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