LEGAL COST REDUCTION

Volume 2
Issue 12

Sterling Analytics Group, LLC
135 Crossways Park Drive
Woodbury, NY 11797
(646) 863-9433
info@sterlinganalytics.com
www.sterlinganalytics.com

ADVISOR

Bankruptcy Court Reduces
Attorney’s Fees by 38% Due to
Unreasonable “In House Standard
Time” and Other Improper
Charges
In July 2010, the U.S. Bankruptcy Court of the District of Nebraska
reduced requested attorney’s fee from $5,636 to $3,500. In this case, the
debtors objected to their former attorney’s fee application, claiming that the
requested fee amount was unreasonable.
In reviewing the fees, the court found several issues with the debtors’
former attorney’s application. First, the court reduced the hourly rate charged
by the attorney and his paralegal because it was higher than the rates used
by the attorney in other Chapter 13 cases during the same period. Second,
the court reduced an excessive charge for preparing a three paragraph
motion.
The court then proceeded to admonish the attorney for the use of
standard time entries on his fee application. The court noted that not only
were these descriptions used in previous fee applications made by the
attorney, but they were also for the same length of time. These fees included
general preparation for the bankruptcy proceeding such as “review of client
paper work” and information “needed to prepare petition.” The court
expressed its disbelief that these services could be for the same time for
different clients and cases. The court determined that a significant reduction
in the fee was required due to an “unreasonable amount of ‘in house standard
time’ claimed.”
Finally, the court disallowed a portion of the fee request that related to
secretarial or administrative functions. The court held that these tasks have
traditionally been treated as overhead, and are either not charged at all or
charged at a lower rate. The court determined that requested fees such as
“file setup,” “scanning” and “setting up appointments” were clerical in nature
and thus not billable.

THE COURT DETERMINED THAT
REQUESTED FEES SUCH AS “FILE
SETUP,” “SCANNING” AND “SETTING
UP APPOINTMENTS” WERE CLERICAL
IN NATURE AND THUS NOT BILLABLE
Implications for Legal Billing: This
case shows several of the
inappropriate practices that are used
in legal billing. First, consistent
hourly rates should be used for the
same work during the same period.
Clients should include provisions in
their billing guidelines that require
that attorney’s not bill lower hourly
rates to other clients, typically known
as a “most favored nation” clause.
Second, billed hours should
accurately reflect the time required
to complete the task described. If an
attorney spends an excessive
amount of time on a simple task, the
entire amount should not be charged
to the client.

these standard charges, legal bills
need to be review to ensure
charges are client specific and not
generic charges used to increase
legal fees. Finally, legal bills should
charge for “legal” work only and
billing for clerical work is generally
unallowable.
* In re Beenblossom, 2010 WL 2710417
(Bankr. D. Neb. 2010). Full copies of court
decisions may be available through counsel or
through various Internet links or paid services.
By Nicholas Paslow

Additionally, attorneys should
not be recycling charges for reuse
on similar jobs. To avoid the use of
Sterling Analytics is a consulting and advisory firm that helps companies reduce their legal
expenses. Our proven methodologies are based on legal precedent, guidelines and ethical
standards that compel law firms to significantly modify improper billing practices. Although our
clients come from a broad range of industries with different legal budgets, they share a
concern about their legal expenses and are looking for solutions to manage outside counsel
while maintaining the highest service level standards. We are able to audit legal fees based
on our extensive database of proprietary benchmark data and our solid understanding of
traditional legal practices. Our process is fair, independent, cost effective and maintains
attorney-client privilege. We are able to measure the extent to which our clients' legal
expenses exceed industry standards, and will manage the negotiation and recovery of
excessive fees. To institutionalize cost controls, we assist clients by installing systems and
protocols that monitor billing activity and catch improper practices.
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