TalksOnLaw — Written Materials
Venture-Backed BigLaw: Norm Ai, Norm Law, and the AI-Native Law Firm
John Nay, Founder & CEO, Norm Ai; Mike Schmidtberger, Chairman, Norm Law LLP, and former Chair of the Executive Committee, Sidley Austin LLP. Hosted by Joel Cohen and Professor John Morley (Yale Law School), New Law Order.
Overview
This program examines a new model for delivering legal services: an AI-native law firm, Norm Law LLP, built in close contractual partnership with a venture-backed legal and compliance AI company, Norm Ai. Norm Ai founder and CEO John Nay and Norm Law Chairman Mike Schmidtberger, the former chair of Sidley Austin's Executive Committee, discuss how the two entities are structured to comply with restrictions on nonlawyer ownership of law firms; how AI agents trained on client precedents perform first-pass legal work under partner supervision; how the firm protects client confidentiality and segregates client data; why the firm prices by document or transaction instead of by the hour; and how the model changes associate training, partner hiring, and firm stability. In a closing discussion, the hosts analyze the likely economics of the Norm Ai/Norm Law relationship, including transfer pricing between the entities, equity-based partner compensation, the shift of value from lawyer-owned firms to investor-owned technology companies, and competition from other legal AI companies and the frontier AI labs. The discussion is set against the ethics rules governing law firm ownership, fees, confidentiality, technological competence, and supervision, and the regulatory reforms in Arizona, Utah, and elsewhere that are opening the door to outside investment in legal services.
Learning Objectives
1. Describe how a law firm and an affiliated technology company can be structured and connected by contract consistent with rules prohibiting nonlawyer ownership of law firms and fee sharing with nonlawyers, and compare that structure to management services organization (MSO) and alternative business structure (ABS) models.
1. Identify the professional responsibility issues raised when lawyers deploy AI agents for first-pass legal work, including competence, confidentiality, supervision, and communication with clients.
1. Evaluate alternative fee arrangements priced by document, transaction, or outcome under the reasonableness requirements of Rule 1.5 and ABA Formal Opinion 512.
1. Explain methods for protecting client confidential information and segregating client data when AI systems are trained on client precedents.
1. Assess how AI-native practice may change law firm economics, associate training and advancement, partner compensation, and the stability of client relationships.
The Norm Ai and Norm Law Model
1. Norm Ai, founded by John Nay in 2023, builds AI agents that encode legal and regulatory requirements, initially to review marketing, investor, and other communications for compliance with SEC and FINRA rules at financial institutions such as asset managers and insurers.
1. Norm Law LLP, launched in November 2025, is a separate New York law firm owned by its lawyers. It uses Norm Ai's technology under a contract that sets the prices Norm Law pays for the technology. Mike Schmidtberger, who chaired Sidley Austin's Executive Committee from 2018 to 2025, joined as Chairman in January 2026.
1. The guests describe the strategy as "full stack": rather than selling AI tools to others, the company both builds the technology and uses it to deliver the end service. Nay previously followed the same approach at Brooklyn AI, which operated an SEC-registered investment adviser on its own AI platform and was acquired by Nuveen in 2025.
1. Norm Law focuses on sophisticated but repetitive transactional work, including fund formation and asset management, venture capital, middle-market private equity, real estate, finance, vendor agreements, and M&A due diligence. It does not currently handle litigation, which the guests describe as less standardized.
Nonlawyer Ownership and Alternative Structures
1. ABA Model Rule 5.4 prohibits lawyers from sharing legal fees with nonlawyers and from practicing in a firm in which a nonlawyer owns an interest or directs the lawyers' professional judgment. Most states, including New York, follow this approach. See N.Y. Rules of Prof'l Conduct R. 5.4.
1. New York Rule 5.8 permits contractual relationships between lawyers and certain listed nonlegal professionals to offer legal and nonlegal services on a systematic and continuing basis, provided the nonlegal party has no ownership or investment interest in, or managerial control over, the law firm.
1. Arizona eliminated Rule 5.4 in 2020 and began licensing alternative business structures (ABSs) in January 2021; in February 2025 it approved KPMG Law US as an ABS. Utah's Supreme Court launched a regulatory sandbox for nontraditional legal service providers in 2020. The District of Columbia's Rule 5.4(b) allows limited nonlawyer partners in firms whose sole purpose is providing legal services, but not passive investors.
1. California AB 931 (2025) prohibits California lawyers from sharing contingency fees with out-of-state alternative business structures.
1. Management services organization (MSO) structures, used by private equity to invest in accounting firms, place a firm's nonlegal business operations in a separate company that outside investors may own, while the professional practice remains owned by licensed professionals. The hosts note a conceptual parallel to the Norm Ai/Norm Law relationship.
AI Agents, Competence, and Supervision
1. At Norm Law, AI agents trained on a client's precedents and playbooks draft first versions of transaction documents while partners handle client communication, judgment calls, and negotiation of unusual points.
1. Rule 1.1 requires competent representation; Comment 8 provides that competence includes keeping abreast of the benefits and risks associated with relevant technology.
1. Rules 5.1 and 5.3 require lawyers with managerial or supervisory authority to make reasonable efforts to ensure that the conduct of other lawyers and of nonlawyer assistance, including outsourced services and technology vendors, conforms to the lawyer's professional obligations.
1. ABA Formal Opinion 512 (July 29, 2024) applies these duties to generative AI, including the need to understand a tool's capabilities and limits, review its output, and supervise its use within the firm.
1. Nay describes "supervisory AI": AI agents that monitor other AI agents in real time for compliance with laws, regulations, and policies, which he expects to become core legal infrastructure as AI agents perform more work across the economy.
Confidentiality and Client Data
1. Rule 1.6(c) requires a lawyer to make reasonable efforts to prevent the inadvertent or unauthorized disclosure of, or unauthorized access to, information relating to the representation of a client.
1. The guests explain that Norm Law segregates each client's proprietary information and does not use one client's data or client-specific agents to train agents for another client, while building general practice-area capabilities in the same way associates gain general experience.
1. ABA Formal Opinion 512 advises that before inputting client information into a self-learning generative AI tool, a lawyer generally must obtain the client's informed consent and must evaluate the risk that the information could be disclosed or accessed by others.
Pricing Beyond the Billable Hour
1. Norm Law does not bill by the hour. It prices by document or transaction, indexed to clients' historical costs for comparable work, and does not charge an upfront fee for ingesting client precedents.
1. Rule 1.5(a) requires that fees be reasonable and permits alternative arrangements such as flat and fixed fees.
1. ABA Formal Opinion 512 provides that a lawyer billing hourly may charge only for time actually spent, not for time saved by AI, and generally may not charge clients for time spent learning a tool the lawyer will use routinely. Flat or fixed fees must remain reasonable in light of the efficiencies the technology provides.
Law Firm Economics, Training, and Stability
1. The guests describe a model without an up-or-out track: associates are hired for their roles and promoted when warranted, and partners are recruited for practice excellence rather than portable books of business.
1. Associates are trained through AI-assisted review of client precedents, which Schmidtberger compares to Formula 1 drivers training in simulators, while sitting alongside partners in an open office.
1. Professor Morley observes that because much of the firm's value resides in its technology and client relationships rather than in individual lawyers' books of business, the model may be more stable than conventional firms, which are vulnerable to partner departures.
Hosts' Analysis: Economics and Competition
1. Professor Morley suggests that the contract between Norm Ai and Norm Law likely sets a pricing formula for the technology, possibly modeled on transfer-pricing standards used in tax law or indexed to what Norm Ai charges third-party clients, so that Norm Ai benefits whenever Norm Law brings in business.
1. The hosts speculate that Norm Law partners receive comparatively modest salaries with much of their compensation in Norm Ai equity, aligning partners with the technology company's investors and making the relationship more durable than a conventional partnership. These are the hosts' inferences, not statements by the guests.
1. Cohen describes the typical path for a technology company seeking to build an affiliated law firm: the founders begin by wanting to own the firm outright, confront Rule 5.4 and its state counterparts, and instead negotiate contractual alignment that falls short of ownership.
1. Morley argues that AI will tend to shift value in legal services toward investor-owned technology companies, which can make long-lived capital investments that worker-owned professional firms cannot, while Cohen notes the first-mover advantages of early client relationships and ingestion of client precedent.
1. The hosts discuss competition from other venture-backed legal AI companies and from the frontier AI labs, which are building legal-specific tools and verticals (Ironclad founder Jason Boehmig has joined OpenAI to lead its legal effort). Morley observes that products resembling a chatbot are most exposed to the model developers, while an affiliated law firm is a business the labs are unlikely to replicate.
Developments to Know
1. Funding. Norm Ai raised an $11.1 million seed round led by Coatue (January 2024), a $27 million Series A (2024), a $48 million Series B (March 2025), and $50 million from Blackstone alongside the November 2025 launch of Norm Law. In July 2026 it raised a $120 million Series C led by Khosla Ventures at a $1.2 billion valuation, bringing total funding to more than $260 million.
1. Expansion. Norm Law opened a Washington, D.C.-area office in August 2026, and the firm is headquartered at One World Trade Center in New York.
1. Outside investment in law firms. Interest in MSO arrangements continues to grow; in March 2026, Phoenix-based Rafi Law Group closed a reported $125 million private equity investment through an MSO spin-off of its business operations, and other large firms have reportedly explored similar structures.
1. California. AB 931, signed in October 2025, bars California lawyers from sharing contingency fees with out-of-state alternative business structures.
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