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EXECUTIVE SUMMARY

Tuesday evening, partner meeting in
four hours

Every CFO at a mid-market European law firm has had the same Tuesday. Three things on the screen
at 14:00. Q2 realisation printed at 91% against a 95% plan, the second consecutive quarter below.
Your senior litigation partner retires in March with roughly €6M in personal client revenue and no
successor ready to step into the room. Your CSRD, Al Act, and DORA advisory pipeline sits at €3.2M
you cannot staff without lateral hires you have not budgeted for. Your practice heads each signed a
different Al-tool contract last quarter, routed through operations, and the managing partner just asked
what the firm is actually building.

You have signed twelve realisation forecasts for this partnership. The pattern used to be simple. Hold
the rate card, hold the leverage ratio, grow into the plan. Close the matter-month clean. Keep the
audit partner comfortable. The business was understandable.

Something changed. Your top-five corporate clients hired legal-ops leads in the last year, and two of
them have quietly cut their instructed-hour volumes by ten to twelve percent. The billing data will not
show it cleanly for another six months. Your practice heads' Al-tool licences sit on four different
vendor platforms, none of them firm-owned. Your AFA book is growing because procurement is
pushing, but your finance team cannot cost-model it against the matter level. The matter-month close
is clean. The story underneath it is not.

The job has not changed in fifty years. The bar has risen on every measure of doing it, and the
contradictions you have been navigating since you took the seat are suddenly re-openable. The CFOs
who treat them as design problems run the offensive play. The ones who treat them as permanent
trade-offs watch partnership capital authority slip toward the practice heads inside eighteen months.

This briefing covers what is happening in your sector, what it means for
the finance function you run, and the three questions your team should
answer before the next partnership meeting.
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LENS ONE . YOUR INDUSTRY

Your clients are using the same Al
tools your associates use

Every major corporate client in your top twenty has deployed contract-review Al, regulatory-research
Al, or first-pass diligence Al in the last twenty-four months. Most of them have not told you. Some of
them have hired a legal-ops lead whose explicit mandate is to reduce the scope of instructed work to
outside counsel. The 200-hour M&A due diligence becomes 80 hours because the client's own tool
flagged the obvious issues before calling the firm. The 40-hour compliance memo becomes 15 hours
because the GC ran the regulatory-scan first. This is not supply-side efficiency where your associates
get faster. This is demand-side compression where the client buys fewer hours. Both blades of the
scissors cut toward the firm.

Adoption of legal Al tools jumped from eleven percent of legal professionals in 2023 to sixty-nine
percent in 2026. Sixty-four percent of in-house teams expect to bring more work in-house. Yet only
seven percent of corporate clients have actually seen cost reductions from their law firm's Al use. The
gap is where your realisation is bleeding. Your associates ship work faster with Al. Your rate card is
still hourly. The client pays for fewer hours, which is exactly what they wanted, and your margin per
matter compresses.

The margin compression you are watching in real time is not a supply-
side efficiency gain. It is demand-side instructed-work compression,
and the clock starts when your clients' GCs hire a legal-ops lead, not
when the billing data shows it.

The regulatory wave pulls in the other direction. CSRD, the EU Al Act (GPAI obligations live August
2025, high-risk enforcement August 2026), DORA, and evolving GDPR enforcement all land inside a
twenty-four-month window. Every firm builds expertise from near-zero simultaneously. The
Luxembourg and Dublin regulatory windows are where specialisation value concentrates fastest. The
firms that encode what they learn from the first engagements own institutional client relationships for
a decade. The firms that rely on individual partner accumulation lose that knowledge with every
retirement. The regulatory land-grab is a genuine new revenue pool, and it closes faster than the last
one did.

GRAIL INDUSTRY BRIEFING GRAIL.WORKS - 3



LENS TwWO : YOUR FUNCTION

Your capital, your realisation, and
your narrative are feeling it every day

Your partner capital allocation. Your practice heads each signed Al-tool contracts last quarter on
different vendor platforms, each framed as a practice-line operating cost. Corporate runs one tool,
disputes another, tax and compliance a third. None route through the partnership capital process. This
is the largest single capital-allocation decision you will make this decade, and it is getting decided in
four places without your signature. The finance seats that pull this into the capital committee with
alternatives on one page (firm-owned infrastructure, practice build, lateral team, managed service,
distribution) keep authorship for ten years. The ones that sign the requisitions hand it to the practice
heads by default.

Your realisation forecast. The partnership voted on 95%. The Q2 print came in at 91%. Your Head of
Finance cannot reconstruct the matter-level story because cost-to-serve data is in time-and-billing,
client-communication signals are in practice-group email patterns, and procurement pressure sits in
the AFA bids your partners have been quietly accepting. The plan is not wrong because the forecast
was aggressive. It is exposed because the data architecture was built for monthly WIP reviews, not for
continuous reconstruction of the matter-margin story.

Your rate-card and AFA architecture. Procurement at your top clients is pushing for fixed-fee on
compliance advisory and outcome-share on transactions. Your partners negotiate each AFA matter ad
hoc. The firm has no cost-to-serve benchmark under Al delivery, so some AFAs are underpriced by
thirty percent and some are overpriced by ten. Rate-card architecture is a partnership capital-
allocation question about where the margin gets built.

Your leverage pyramid. Routine associate work runs on Al tools now. The Q1 leverage-ratio win is
real: the same matters close with fewer billable hours. But the work that trained a second-year
associate into a fifth-year senior into a salaried partner is exactly the work the Al is absorbing. The
2030 partner bench is the 2026 associate cohort. Cut the junior layer without rebuilding the pathway,
and you have a cheaper partnership this year and an empty bench in five.

Your economic thesis. The managing partner asked for the lateral-recruitment pitch. Your largest
clients' panel-review committees asked how the firm stays ahead of in-house Al. PE sponsors of three
of those clients started asking similar questions. Three audiences, three documents, each drafted by
a different team. None anchored in the same data. The firms pulling ahead write the thesis once and
let each audience draw from the same architecture.
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CAPITAL. REALISATION. NARRATIVE.

You do not have three scorecard
problems. You have one.

Your sector is repricing from both sides at once. Your clients are absorbing routine work through Al
tools and buying fewer hours. Your competitors are buying Al platforms by the practice and shipping
efficiency gains into the same matters. The regulatory wave creates a new revenue pool but demands
capability you cannot build without lateral hires your partnership has not approved. Your finance
function is stretched because the partnership capital decision, the realisation forecast, and the
economic thesis are each being managed as a separate programme, each drawing on a different data
layer, each drafted by a different team. Same force, two altitudes.

Partnership capital allocation without realisation credibility is guessing. Realisation credibility without
a narrative is scorekeeping. A narrative without a matter-intelligence architecture underneath it is
marketing. The finance seat that holds all three holds one integrated asset, not three separate
programmes. Every capital-allocation question, every realisation gap, every narrative weakness is a
symptom of the same missing layer: the matter-intelligence infrastructure that feeds all three from the
same data, the same governance, the same discipline.

This is the partnership's version of the 1990s decision that moved the firm from WordPerfect to
integrated practice-management systems. Every CFO in your cohort is making it right now, whether
they see it or not. The ones who personally owned that earlier decision kept capital authority for the
next twenty years. The ones who signed the vendor requisitions because "that was an operations
decision" watched the practice heads take the seat and the next finance director come from outside.
The shape is the same. The asset under decision is different. The cost of getting it wrong in 2026 is
compressed into eighteen months instead of five years.

You can tell which camp a firm is in from a single question. Can your team
answer any material partnership question by walking the same matter-
margin graph, in the same meeting, with the same data? Most mid-market
legal firms cannot. The ones that can have already made the shift, and they
are the ones already hiring the laterals everyone else is chasing.

You have twelve to eighteen months. The partnership-capital decisions made this year lock in the
structural shape of the firm for the next decade. The finance seats who own this personally run the
offensive play. The ones who do not watch the practice heads author the firm's Al story and the lateral
candidates pitch a different version of it to your partnership recruiter.
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What most firms are doing. What the
winners are doing instead.

Most mid-market firms are making the same four decisions. A smaller group is making different ones.
Default path looks cleaner for two quarters. Winners compound from month fifteen.

THE DEFAULT PATH THE WINNERS' PATH

Practice heads sign vendor AI Route AI capital through the
contracts partnership

Each practice on a different platform. Capital One page of alternatives. Firm-owned

drains to licences. Firm owns nothing. infrastructure against lateral team, practice build,

managed service.

Hold hourly rates, absorb Al gains Migrate pricing to three mechanics

in associate time AFA on compliance advisory. Subscription on
regulatory monitoring. Outcome-share on major
transactions.

Client pays for fewer hours. Realisation drifts
three to five points. PPP compresses.

Run realisation forecast on a Rebuild forecast as a live matter-
rolling WIP review margin graph

Monthly cadence. Three scenarios take a week. Ten scenarios in an afternoon. Misses produce
Misses produce no matter-level story until post- the matter-level story in the same partner
mortem. meeting.

Cut associate intake for the Redesign the associate pathway
leverage win around judgment

Headcount down twenty percent. Empty partner New associates pair with agents on scenarios,
bench in 2031. External laterals the year after. client signals, governance. Bench rebuilds faster.

The default path shows cleaner partner distributions for two quarters. The
winners' path carries visible capex for three and compounds from month
fifteen. The difference is whether the finance seat is authoring partnership
capital or administering it.
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Partner Capital Allocation. Realisation
Credibility. Value-Creation Narrative.

Three questions every legal-firm CFO is tracking. The first is the crux. The
other two are how you earn the right to answer it.

Where does the
next €5M of
retained profit
actually
compound?

Firm-owned Al-native
research and drafting
infrastructure? CSRD, Al
Act, and DORA practice
build-out? A lateral team
acquisition from a
competing firm's unhappy
office? A managed-service
offering to GCs that
monetises your workflow
playbooks? Standard
partner distributions?
Today's default: practice
heads sign vendor
contracts, capital drains to
licences, the partnership
capital authority slides
away from the seat. The
question is not which
vendor. The question is
whose decision this is.

GRAIL

02 - REALISATION
CREDIBILITY

Why did
realisation
print below
plan, and what
is the matter-
level story?

The partnership voted on a
95% realisation plan. The
firm is printing 91%. Your
Head of Finance cannot
walk the remuneration
committee through the
matter-level story because
cost-to-serve data sits in
time-and-billing, client-
communication signals sit
in practice-group email
patterns, and procurement
pressure sits in the AFA
bids the partners have been
quietly accepting. Three
scenarios used to take a
week. They now run in an
afternoon. The bar has
risen on what credible
means.

INDUSTRY BRIEFING

What does this
firm do that
compounds
faster than
peers?

Your managing partner
wants the lateral-
recruitment pitch. Your top-
client panel-review
committees want the how-
we-stay-ahead answer. The
PE sponsors of those
clients want the firm's Al
governance thesis. Three
audiences, three
documents, three teams,
and the numbers
underneath them do not
match. The firms pulling
ahead write the thesis once
and refresh it continuously
from the same data that
runs the forecast. The three
audiences read excerpts of
the same document.
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FOUR MOVES

What the firms winning this play are
actually doing

Four concrete moves any legal-firm CFO can start this quarter. Each addresses one lever. Pulled

together, they become one matter-intelligence asset the firm runs on.

1

GRAIL

Capital: route the Al-infrastructure decision through the partnership committee,
not the practice-head requisition

Your practice heads' Al-tool contracts are a partnership capital-allocation decision in
disguise. Treat them like one. Present alternatives on one page: firm-owned infrastructure,
CSRD and Al Act practice build, lateral team acquisition, managed-service carve-out, partner
distribution. Scored against the same horizon you use for lateral hire decisions. Name what
you are choosing not to fund to protect what you are funding. That is the sentence that keeps
authorship at the seat.

Realisation: rebuild the forecast as a live matter-margin graph, not a rolling WIP
review

Your realisation forecast should draw from live instructed-hours trends, live matter cost-to-
serve, live AFA book share, and live client-communication signals as one graph rather than
five spreadsheets stitched monthly. Three scenarios compress from a week to an afternoon.
Missed quarters produce the matter-level story in the same partner meeting, not in the post-
mortem. The forecast becomes a live artefact the finance seat invests in continuously.

Pricing: migrate from one rate-card mechanic to three

AFA and fixed-fee on compliance advisory. Subscription on CSRD, Al Act, and DORA
regulatory monitoring. Outcome-share on major transactions where Al-delivery compresses
cost-to-serve. The hourly mechanic holds the base. The three new mechanics convert Al-
delivery margin into realisation defence on the accounts where procurement is already
pushing. Finance authors the migration plan. Practice heads build against it.

Narrative: write the economic thesis once, refresh continuously

Three sentences on one page. What does this firm do that compounds faster than peers?
What capital gets starved to protect it? What gets fed? Refresh the thesis continuously off the
same matter-margin graph that runs the forecast. Lateral-recruitment pitch excerpts it. Panel-
review defence excerpts it. Remuneration-committee preparation excerpts it. Four audiences,
one artefact. The finance seat authors. The partnership recites it back.
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GRAIL . HOW WE THINK

The only firm that joins partnership
authorship to working infrastructure

The legal-firm CFO has four places to go. None can do what we do.

The Big 4 legal-adjacent practices will sell a twelve-to-twenty-four-month transformation

programme staffed by partners and analysts billing hours. Their audit relationship constrains what

they can honestly advise on governance. Their billable-day model requires selling substrate that

agents commoditise. They ship a tighter close, not authorship of the firm's moat.

The legal-tech platform vendors will sell licences and a long implementation. Your matter-
intelligence asset has to sit on firm-owned infrastructure or it becomes a vendor asset at renewal. The

firm that builds its moat on a vendor stack is building it for the vendor.

The professional-services management consultancies will sell a diagnostic on partnership

operations or a maturity assessment on Al readiness. They cannot run the capital-allocation-plus-
narrative conversation the partnership actually needs. Decks, not infrastructure.

The Al-native legal-Al startups will sell substrate tooling where depreciation is steepest. Buying
them does not address who owns the partnership capital decision. A cleaner first-draft, the same

authorship gap.

The market offers four things you have already said no to. GRAIL is the

fifth option.

WHAT YOU GET

Senior advisory that speaks partner-room, not deck-
room

Working infrastructure your team uses the same
week

Custom agents built on your matter data, not a
vendor's

The start of a matter-intelligence layer your finance
team owns

No vendor lock-in at any phase of the engagement

GRAIL INDUSTRY BRIEFING

WHY IT MATTERS

Founded by operators who have carried CFO-
adjacent seats

Business first, technology second

Three weeks from first meeting to working
infrastructure

Your firm keeps the infrastructure and owns the IP

Every next step earned by what just shipped, never
assumed
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Three sessions with your finance
leadership. Working infrastructure
from week one.

We start with your finance leadership team because the change cannot

outrun the team's personal understanding of what is possible. Three

workshops. Each delivers standalone value. Each earns the right to the

next.

WORKSHOP 01

How to think

Walk through what is
happening in your sector
and inside your finance
seat. Build the first piece of
infrastructure in the room: a
live matter-margin agent on
your real WIP, running
against your real
instructed-hours and AFA
data. Your leadership team
leaves with a shared view of
what to do next and the first
piece of working
infrastructure already in
their hands.

WORKSHOP 02

Your finance
infrastructure

A half-day build. Your Head
of Finance, Director of
Practice Operations, and
practice-group controllers
each leave with five to ten
pieces of working
infrastructure tuned to their
function. Matter-margin
agents. Continuous
realisation scenarios. AFA
cost-to-serve modelling.
Partner-comp roll-forward
drafts. Infrastructure your
team is using the same
week, not decks about
infrastructure.

WORKSHOP 03

Ready to run

Refined infrastructure
based on real use. The
rollout plan to the wider
finance organisation. The
partnership capital-
allocation thesis for the
next partner meeting. The
pricing-migration roadmap
across AFA, subscription,
and outcome-share. And
the managing partner
conversation with numbers
they can check: alternatives
analysis, scenario ranges,
moat measurement.

Three weeks. No IT project. No partnership vote needed to start. The
infrastructure your finance function is already running on when we finish.

GRAIL
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For your next partner meeting

The questions where your finance leadership cannot agree on an answer are the ones worth an hour
on the agenda.

Your practice heads have signed Al-tool contracts on four vendor platforms. Are
they on a capital page as one option among several, or sitting as operating costs
inside each practice?

Your partnership voted on a 95% realisation plan. Your print is 91%. Can your
team walk the remuneration committee through the matter-level story in the
same meeting, or does it take a post-mortem?

Your largest corporate clients are pushing for AFA, subscription, and outcome-
share pricing. You are on hourly with standard discounts. What is the twelve-
month plan to migrate across three mechanics, and who is authoring it?

Your managing partner, your largest clients' panel-review committees, and the
PE sponsors behind them have each asked for a different AI-and-strategy
document. Are they excerpting the same thesis, or are your teams drafting three?

Of the associates and junior fee-earners you are cutting to Al delivery this year,
how many would have made your 2031 partner bench? What are you doing
instead to build that bench?

If any of these produces a disagreement in your finance leadership, that is

the conversation worth having before the partnership asks.

JOHAN GRONSTEDT - GRAIL - JOHAN@GRAIL.WORKS - GRAIL.WORKS
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IN THIS SERIES

There’s a version of this briefing for
every seat at the table.

GRAIL has produced industry briefings calibrated to the specific reality of each C-suite role.

CEO

Revenue. Margin.
Valuation.

Three numbers your board
reads. Al is rewriting all three
in your industry.

CHRO

Capacity. Capability.
Promise.

The biggest talent transition of
a career. Compete on
capacity, not headcount.

» YOU ARE READING

CFO

Capital. Forecast.
Story.

What you allocate this year is
the story your board reads
next year.

Hall

Moat. Speed.
Allocation.

The platform moat that
survives 2028 is being chosen
this year.

00

Cheaper. Better. Faster.

The triple threat that used to
be a tradeoff is now table
stakes.

HHI

Margin. Pace. Position.

The whole GTM playbook is
being rewritten in real time,
across every commercial team
at once.

Visit grail.works for the full series.

GRAIL

An Al-native management consultancy helping European mid-market leadership teams figure out what
fundamentally changes about their business as Al enters their industry.

www.grail.works



