Time is a Flat Circle:

The Paradox and
Pathology of Time

Tracking in Professional
Services .



Executive
Summary

The professional services industry faces a paradox: the
foundation of the industry’s revenue is billable time and yet less
than half of professionals reliably and contemporaneously track
it. This bizarre set of circumstances leads to modern professionals
experiencing a puzzling contradiction. Professionals
underestimate and underbill for the endless small tasks that
constitute their workday (losing billable revenue) while
overestimating time on more memorable tasks (harming client
relationships). Time tracking is a nightmare.

Today'’s professionals are expected to draft documents, design
presentations, and send dozens of thoughtful replies by lunchtime
amid a flurry of unexpected client phone calls, meetings, and
notifications, all the while contemporaneously tracking their time
with digital timers or watching the clock. When this process
inevitably fails, the bill arrives with insufficient detail, having
been prepared via post-hoc reconstruction. This process leads to
loss of revenue from forgotten or underestimated activities and
frustrates clients when hastily drafted entries fail to communicate
the value of the work performed.

Unrecorded work activities by professionals exceed 50 million
hours per day.™ Email activities alone are estimated to be
leaking upwards of $50,000 per professional annually.” Most
businesses (87%) report challenges with their current approach to
time tracking and nearly all businesses (96%) report that
employees make mistakes when recording their working time."’
TimeSentry's Al-powered approach solves the previously
unsolvable problem of manual time tracking and addresses both
sides of this paradox by automating time capture at the moment
work happens or using advanced Al to accurately reconstruct time
after the fact, ensuring billing accuracy while reducing
administrative burden and allowing professionals to focus on what
matters most: delivering exceptional client service.

[1] https://hubs.la/QO3NRTFRO
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The Time Tracking Paradox:

Simultaneous Underbilling
and Overhbilling

Professional service firms face a perplexing Schroedinger-esque reality: retrospective time
tracking leads to both underbilling and overbilling simultaneously. These seemingly contradictory
outcomes stem from the same root cause - the cognitive limitations of human memory when
reconstructing a fragmented workday.

When professionals wait until the end of the month to record their time, they overbill on specific
activities by up to 23%, infuriating clients.”) Meanwhile, they lose upwards of $50,000 per year in
unbilled activities.

Why does this happen?

Human memory processes different types of work activities differently:

¢ Small tasks disappear entirely: Brief client interactions - like quick emails, short phone calls, and
minor document reviews - often fall through the memory cracks when reconstructed days later.
Each interaction seems too minor to record, but collectively, they represent significant billable
time and cognitive investment.

* Large tasks expand in memory: When recalling substantial work blocks - like meetings,

document drafting, or research - professionals tend to overestimate duration. Without precise
time records, the beginning and end points blur, leading to inflated time estimates.

[4] https://hubs.la/QO3nRTjrO




Financial Implications of the Time Tracking Problem

The time tracking problem creates multifaceted financial implications for professional service firms.
These costs can be categorized into three primary areas: revenue leakage, client relationship
damage, and administrative burden.

Revenue Leakage Through Underbilling

Unrecorded work activities domestically exceed 50 million hours per day." For individual
professionals, unrecorded emailing activities alone can leak $50,000 annually.” Missed billable time
represents a substantial revenue opportunity cost.

Consider a typical mid-sized professional services firm with 50 timekeepers averaging $500/hour in
billing rates. If each timekeeper misses just 20 minutes of billable time per day, that represents
$8,250 in daily revenue leakage, over $2M annually.

Client Relationship Damage Through Overbilling

When professionals overestimate time spent on larger tasks, the impact on client relationships can be
severe. Clients who perceive bills as inflated may question the firm's integrity, scrutinize future
invoices more closely, or ultimately take their business elsewhere.

While it is difficult to quantify directly, the long-term cost of damaged client relationships often
exceeds the short-term revenue from overbilling. Research consistently shows that acquiring new
clients costs 5-25 times more than retaining existing ones, making accurate and auditable billing
essential for sustainable growth.

Administrative Burden of Manual Correction

Firms using antiquated systems need to correct 80% of the timesheets they receive - a staggering
duplication of effort.®! Moreover, executives often task their already overburdened administrative
staff with post-hoc reconstruction. This administrative overhead represents a hidden cost rarely
factored into time tracking evaluations.

[1] https://hubs.la/Q03nRNNjO
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Why Traditional Time Tracking Tools Fails: The

Cognitive Challenge of Modern Work

Or: Why not just track
contemporaneously?

Modern professional work is characterized by constant context-switching. Lawyers, consultants,
and creative professionals typically work on multiple matters for multiple clients throughout the
day. According to research published in the Journal of Computer-Mediated Communication,
knowledge workers experience around 56 disruptions in a workday and make hundreds of
switches within a single hour.™

This fragmentation makes contemporaneous time tracking exceptionally difficult. Recent
research demonstrates that knowledge workers have eight or more windows open in most
situations (78%), and these task-switching activities come at a significant cognitive cost.”?

Each time a professional must switch between client work and administrative time tracking,
productivity suffers, meaning up to 2 hours a day are spent just refocusing on the original task.™
As the KTH Royal Institute of Technology put it, "Time reporting is an important task for
companies. However, the process of time reporting can often be cumbersome and time-
consuming for employees"™

Survey research (perhaps conducted by Captain Obvious himself) corroborates these ideas and
finds that around half of individuals dislike entering their time information (50%) and many
reported problems with accuracy (45%).”’ Among the various time tracking processes, timesheets
are considered the most disliked (70%), far exceeding the dislike for expense reporting (18%) or
PTO reporting (8%)./!

Traditional time tracking software fail to address either side of the time tracking paradox
effectively. The solution isn't better memory or more discipline - it's eliminating the need for
contemporaneous task switching or after-the-fact reconstruction.

[1] https://hubs.la/Q03nRVbOO
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The Memory
Reconstruction
Problem

When time entries are delayed, professionals attempt
to reconstruct their days through various methods:

1. Calendar Review: Examining meetings
and appointments

2. Document Management: Checking file modifications

3. Billing Inaccuracies: Errors that lead to write-offs
and adjustment time

4. Phone Records: Reviewing calls made and received

Academic research from the University of Toronto
and Simon Fraser University has identified these four
methods as the common ways lawyers and other
knowledge workers reconstruct billable time. While
these methods can help piece together larger blocks
of time, they miss the many small interactions that
make up a professional's day.

Multiple studies indicate that  professionals
consistently underestimate time spent on minor tasks
like brief phone calls and email responses - ironically,
the very tasks that demonstrate responsive client
service. Meanwhile, without precise start and end
times, larger tasks tend to expand in memory, leading
to the overestimation that creates client trust issues.

TimeSentry uses these sources in addition to
proprietary statistical models and advanced Al to
save professionals the headache of reconstruction
and ensure higher quality billable time records.




How Al Resolves the Paradox

From Manual Timesheets to
Al-Enabled Tracking

Traditional time tracking requires active input from professionals. Al-
powered systems fundamentally change this dynamic by:

Recognizing activities without disrupting workflow

clients/matters and task categories.

Automatically tagging and associating work with correct

Creating appropriate billing descriptions.

Cognitive Reconstructive /
Cognitive Manual

Professionals attempt to
recreate activities after
they occur or rely on timers

Leads to inaccuracies, lost
billable time, task-switching
costs, and burnout

Contemporaneous +
Statistical Reconstructive
(Al-powered)

Al captures activities as
they happen in real time or
statistically reconstructs

Ensures precise tracking,
eliminates guesswork, and
improves happiness




.Solving Both Sides of the Paradox

Aspect of Time Tracking

AlI-POWERED
SOLUTION

BENEFIT

CAPTURING SMALL
INTERACTIONS

Automatically detects and logs
brief client interactions (emails,
calls, document reviews)

Prevents revenue leakage;
ensures all billable activities are
recorded.

ACCURATE DURATION
MEASUREMENT

Precisely measures start and
end times instead of relying on
memory-based estimates

Eliminates overbilling
tendencies; builds client trust
through defensible billing.

REDUCING TASK-
SWITCHING COSTS

Eliminates the need to pause
client work for time tracking

Enhances focus on high-value
activities; increases deep work
productivity.

BALANCING
UNDERBILLING &
OVERBILLING

Al simultaneously prevents
revenue loss and ensures
accurate billing

Strengthens firm profitability
and improves client
relationships.




Why Legal Billing
Precision Benefits All
Professional Services

Legal billing represents the highest standard in time tracking
precision. Tools built for the exacting standards of legal billing
provide exceptional advantages when applied to other
professional services.

"Time tracking serves as a valuable source of information for
management teams, enabling them to effectively plan and
manage projects, allocate resources, monitor budgets, and track
overall productivity."™

Professional service providers like marketing agencies, IT
consultants, and creative firms can benefit from the precision and
detail-orientation originally developed for legal time tracking.
This approach aligns with the concept of "training at elevation” -
when you develop skills in the most demanding environment, you
excel in less demanding ones.

Law firms face uniquely stringent requirements:

¢ Detailed activity documentation
e Compliance with complex billing guidelines
¢ High scrutiny of time entries

e
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These requirements create a demanding environment that has driven the development of
the world’s most intelligent and sophisticated time tracking solutions. Law firms have been
at the forefront of addressing the time tracking paradox precisely because the
consequences of both underbilling and overbilling are so severe in legal practice.

Transferable Precision Across Industries

When these same high-precision tools are applied to marketing agencies, IT consultants,
or other service providers, they provide a competitive edge through superior accuracy
and efficiency. The detailed contemporaneous capture that prevents revenue leakage in
law firms works equally well for creative agencies. The precise duration measurement that
builds trust with legal clients provides the same benefit for consultants.

TimeSentry's approach enables creative professionals to be more creative by eliminating
administrative burdens through legal-grade precision. This is particularly valuable as
creative professionals often face the same time tracking paradox - struggling to
reconstruct their fragmented workday after the fact, missing small interactions while
overestimating larger tasks.

The result is a solution that brings legal-grade precision to all professional services,
addressing both sides of the time tracking paradox across industries.




Implementation

and ROI

Quantifying Return on Investment

Implementing intelligent time tracking solutions delivers ROI
through four key mechanisms:

1. Increased billable time capture: With average
attorney billing rates topping $500 per hour in
major metro areas, even one missed billable hour
per month is costly. At just $42/month/seat, our Al-
powered time tracking easily captures overlooked
billables turning every single recovered hour into a
remarkable 1,090% ROI

2.Reduced administrative overhead: Automated
processing decreases pre-bill time significantly.
Pre-bills eat up dozens of administrative hours at
small firms and thousands at large firms.

3.Improved realization rates: Fewer write-downs
occur when time entries comply with billing
guidelines. This directly impacts profitability, as
every dollar of improved realization flows directly
to the bottom line.

4. Faster billing cycles: By decreasing the work-in-
progress to cash cycle times, firms improve cash
flow and financial stability. Research indicates that
e-billing requirements can lengthen this cycle by
20-30%, making efficient processing essential

These ROl mechanisms address both sides of the time
tracking paradox - capturing previously missed revenue
while improving client billing accuracy. Research shows
businesses find compelling benefits in cloud-based time
tracking solutions (85%), such as process optimization
(56%), improved data accuracy (53%), and improved
productivity (44%).

[1] https://hubs.la/Q03nRAsWO
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Change Management for

Successful Implementation

The cumulative effect of introducing Al into a time tracking
system can be substantial for firms of any size, recovering
thousands of dollars per employee annually in previously lost
time while improving overall operational efficiency.
However, successful implementation depends on effective
organizational change management:

1. Set clear expectations: Establish contemporaneous Al-
assisted time entry as the standard

2.Provide adequate training: Ensure all users understand
how to interact with the Al

3.Establish accountability metrics: Ensure adoption and
compliance

4. Monitor success metrics: Track and communicate
improvements

“Time reporting serves as a valuable source of
information for management teams, enabling
them to effectively plan and manage projects,
allocate resources, monitor budgets, and track
overall productivity”

- KTH Royal institute of Technology

When implemented properly, time tracking becomes a strategic
management tool rather than an administrative burden.

By addressing both sides of the time tracking paradox simultaneously,
Al-powered solutions deliver an ROI that extends beyond direct revenue
capture to include improved client relationships, reduced administrative
costs, and more strategic resource allocation.

[18] https://hubs.la/QO3NRAWQO
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Conclusion:

The Future of
Professional Time
Management

As Al continues to advance, the future of professional time tracking will
increasingly shift from tracking time to optimizing it. By eliminating the
administrative burden of manual tfime entry, professionals gain the
freedom to focus on what truly matters: client service and value creation.

The time tracking paradox - simultaneously losing revenue through
underbilling while risking client relationships through overbilling - has
plagued professional services for decades. Traditional approaches have
failed to address both sides of this paradox because they fundamentally
rely on human memory to reconstruct fragmented workdays and create
the world’s most disliked administrative task.

The most significant competitive advantage from Al adoption in time
tracking comes not just from capturing more time, but from liberating
high-value professionals to apply their expertise more effectively and the
Al can move from tracking time to helping professionals spend their time
more wisely, making time a driver of value instead of just a measure of it.
In an ideal world, the time spent tracking time should asymptotically
approach zero - and Al-powered solutions like TimeSentry represent the
first significant step toward that ideal.




About °
TimeSentry

TimeSentry's mission is to create the world's highest quality Al platform for professionals,
allowing customers to track time effortlessly and concurrently while laser focusing their
creative and professional efforts on the task at hand.

Our Al-powered system adds a meta-layer to communications and uses advanced algorithms
to determine tasks completed and create associated time entries automatically. This
contemporaneous approach solves both sides of the time tracking paradox - capturing
previously missed revenue while ensuring accurate biling through precise duration
measurement.

With military-grade encryption and a customer-first approach, TimeSentry represents the
next generation of professional productivity tools.

To learn more please visit www.timesentry.ai.




Everything you need to know

& TimeSentry? What i the difference between TameSentry and 7

Teme Management

The world’s most intelligent
time-tracking solution

(D) Automated tmesheets

Track smarter -> Work smarter
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The World's Most Intelligent Time Tracking Software

Lost time is never found again




