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Guide to Al - Powered
Transactional Law

in 2026 and Beyond

A strategic guide for law firm leaders navigating the Al transformation of
transactional practice. It explores the forces reshaping deal work and
outlines how Al can enhance speed, precision, and scalability across
every stage of a transaction.



The Shifting Deal Landscape

What's Driving Change?
Three forces are reshaping how transactional work gets done.

First, client expectations have evolved. Clients increasingly ask firms how they're using Al to
streamline work. Some now expect Al for routine tasks, similar to how predictive coding in
e-discovery moved from novel to standard [1].

Second, deal volume volatility has become the norm. After 2021's record M&A year followed by
a cooling period, activity is climbing again [2]. Firms need capacity to scale quickly when
markets surge, while maintaining quality during quieter periods.

Third, data-driven diligence is expanding. Deals now involve analyzing larger datasets
beyond traditional legal documents: detailed financials, compliance reports, entire contract
portfolios. Teams are expected to uncover insights from this information, spotting patterns or
anomalies that indicate risk.

The common thread: deal intelligence needs to be not just stored, but instantly findable

and analyzable.

Where Al Fits Naturally

The first and most natural place for Al to create impact in transactional law is in the flow of
information: how deal teams gather, interpret, and act on it.

Every deal depends on processing vast amounts of detail: documents, communications, and
precedent materials. Traditionally, this has meant days or even weeks of manual review and
coordination across lawyers, clients, and counterparties.

Al accelerates the process by making information instantly accessible, searchable, and
contextually relevant. Instead of spending time locating data, teams can focus on evaluating it.
Tasks that once required multiple handoffs can now move in parallel, guided by systems that
surface what matters most.

The result is both speed and momentum; a smoother deal rhythm where insight flows faster,
decisions come sooner, and opportunities to add value expand. Two-thirds of M&A dealmakers
believe Al could speed up deal timelines by as much as 50% [3].

Ultimately, Al doesn’t replace the legal judgment that drives a transaction. It enhances it,
enabling lawyers to keep pace with clients and markets that are moving faster than ever.
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The Gap Between Adoption and Scale

So, if the value is clear, why aren't all law firms using Al at scale?

79% of law firms have integrated some Al tools[4], few have rolled these tools out broadly or

a couple of deals or letting select teams test it, but firm-wide deployment remains rare.

The barriers come down to trust, risk, and integration challenges. Lawyers worry about
confidentiality; in one M&A survey, 34% of dealmakers cited data security as the top risk[5].
There are also concerns about accuracy and hallucinations from generative Al, which in legal
work could have serious consequences[6][10]. Integration with legacy systems presents
technical challenges[11]. And lawyers, trained to be cautious, naturally resist upending
workflows that have worked for decades.

The reality is that current Al adoption remains mostly in pilot mode. While surveys show roughly

reengineered workflows around them. Many large firms run controlled pilots, using an Al tool on

The result: many law firms dabble without fully committing, creating isolated successes rather

than systemic improvement.

Leading practitioners recognize that this gap between tactical adoption and strategic scale

can't hold. As one innovation leader put it: "This is an arms race, and you don't want to be the

last law firm with these tools."[12]

Al Across the Deal Lifecycle

To understand Al's transformative potential, it helps to see where it naturally

fits into the deal lifecycle.

Pre-Deal Intelligence

While investment firms typically lead in identifying
potential targets, Al can still offer valuable insights for
legal teams early in the deal process. Algorithms can
analyze public filings, litigation records, regulatory
databases, and news sources to flag potential legal or
compliance risks before a letter of intent is signed,
helping lawyers anticipate red flags and advise clients
with greater foresight [13].

Due Diligence

This is where Al has already demonstrated clear
value. Al can review large volumes of contracts,
corporate records, and emails at speed, extracting
key provisions and clustering documents by issue.
This reduces review time while increasing accuracy,
as Al reviews every document rather than relying on
sampling [7]. Al tools detect inconsistencies across
thousands of pages and can highlight anomalies [8] -
like one unusual employment contract out of
hundreds. Of course, the human lawyer remains in the
loop, evaluating which findings are material and what
to do about them [14].
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Project Management (Pre-Closing,

The Reality: Policy Versus Practice ]
Closing, and Post-Closing)

Al functions like an intelligent assistant in drafting and

. . Al-driven transaction management tools can
negotiation. Clause generation tools can suggest

_ ) automate closing documentation. Instead of manually
contract language from the firm's precedent library.

. tracking signature pages and closing conditions, Al
For standard documents, like NDAs, engagement 9sig Pag 9

. . maintains updated checklists, sends reminders, and
letters, and board resolutions, lawyers can input key P

parameters and have Al assemble a first draft based compiles the closing binder once the deal is signed.

on the relevant precedents. Post-closing, Al extracts key obligations from final

. . . . agreements — earn-out milestones, non-compete
During negotiations, Al excels at comparing redlines

. . . periods, regulatory commitments — and organizes
instantly and itemizing every change. Advanced . .
them for the client's deal team. Al analytics also help
systems flag clauses that are unusual based on o . o .
. extract insights such as which provisions were heavily
comparisons to thousands of past contracts. Al can ) o
. . . negotiated and how terms evolved, providing valuable
also generate client-ready summaries of changes in . .
. . . L L . learnings for future transactions.
plain English, predict negotiation sticking points, or

suggest alternative clauses - removing drudgery and Al isn't one tool but a spectrum of capabilities woven
augmenting judgment where deals often get delayed. throughout the deal timeline.

Building the Foundation

Scaling Al across deal workflows requires a robust foundation. Leading firms
focus on four pillars: governance, integration, oversight, and metrics.
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Governance-First Design
Any Al workflow must be built on data security, ethical use, and client confidentiality. Law firms
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are rightly cautious here—mismanaging sensitive deal data isn't an option.

That's why law firms should establish clear policies and controls before rolling out Al widely.
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This governance framework includes selecting vetted, secure Al tools (often opting for on-
premises or private cloud solutions where possible), rigorous access controls, and audit trails

that log how Al is used in client matters. A 2025 study found that law firms with “visible Al
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strategies” were twice as likely to see revenue growth compared to those with more informal
adoption approaches. [29]

N

Many firms now have rules that no client documents go into Al systems unless those systems
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have been approved by IT for confidentiality. Any Al-generated output must be reviewed and
validated by a lawyer before reliance.

The payoff is twofold: lawyers feel more comfortable using Al when guardrails are in place, and
clients gain confidence that innovation won't come at the expense of security or ethics.
Requiring lawyers to review and validate Al-generated work also serves as a vital quality
assurance measure, helping ensure that law firms maintain consistently high standards of legal
service, regardless of how Al is integrated into their workflows.
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Workflow Integration

Al delivers its full value only when embedded into the
firm’s existing systems and processes. This requires
more than deploying standalone applications. It
means ensuring Al is orchestrated within the firm’s
broader knowledge ecosystem. Successful
integration allows attorneys and staff to access Al
insights naturally within their daily work, without
adding friction or risk.

Human Oversight Built-In

No matter how capable an Al system is, in the legal
world it must operate under human supervision.

A human-in-the-loop approach is non-negotiable for
both ethical reasons and practical quality control[14][15].

Law firms should design workflows so Al augments
human decision-making rather than replaces it. In due
diligence, Al might triage documents and extract key
data, and lawyers should review the flagged issues
and determine significance [16]. In drafting, Al might
propose language, but lawyers should review and
approve any such suggestions.

The bottom line: Al + lawyer teams outperform either
alone. Al handles routine work and patterns; lawyers
review flagged issues and make the judgement

calls [16].

Metrics and Continuous Improvement

To justify and refine Al-powered workflows, firms need to measure impact. Law firms should

define metrics for success early and track them rigorously.

Common metrics include time saved on specific tasks (e.g., "Al reduced contract review hours

by 30% on average"), cost savings, increased capacity (how many more contracts can be

reviewed per day), and error reduction rates. Some firms also look at client satisfaction scores

or feedback in deal post-mortems.

There's data suggesting Al can save significant time: one survey found routine Al tools have the

potential to save nearly 240 hours per lawyer per year by automating routine tasks [17]. That's

several weeks of work.

Additionally, firms monitor utilization metrics for the Al tools themselves: how often lawyers use

them, which practice groups have embraced them, and where usage lags. This can highlight

training needs or additional opportunities.

An encouraging metric from a recent study: 53% of law firms were already seeing return on

investment from Al. Those with a clear Al strategy were 3.5x more likely to achieve tangible ROI

like efficiency gains [18].

By tracking outcomes, firms can iterate. If a tool isn't delivering expected time savings, they

investigate why. Where metrics show success, firms expand those use cases.
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The Practical Toolkit

Knowing what to do is one thing. Making it happen in a busy law firm environment is another. This
section provides practical steps and resources to help transactional teams advance their Al initiatives.

Al-Readiness Checklist

Before rolling out Al broadly, audit the quality and accessibility of your data and documents.

Al is only as good as the information it's fed.
« Are your deal precedents and templates well-organized with consistent naming and metadata?
« If due diligence Al will be used, are all input documents digitized and OCR-readable? Cleaning
up data upfront can dramatically improve Al results [19].
Assess your technology infrastructure:
» Will your existing tools and workflows integrate smoothly with new Al capabilities, or are there
gaps that need addressing first?
Part of readiness is also policy readiness:

+ Have you updated engagement letters or client terms to disclose Al usage where appropriate?
Some firms are now including language about use of Al and ensuring clients consent or are at
least informed [20].

Include training in your checklist:

« |dentify the training modules lawyers will need and plan to schedule them.

Where Al Fits Naturally

Start small, but start smart. Designing a good pilot project increases chances of success and buy-in.

First, select the right use case. Look for a process that's a pain point: tedious or time-consuming, yet
low-risk enough that a mistake won't be catastrophic. Due diligence on a mid-size deal or automating
first drafts of closing checklists might be ideal pilots.

Define clear objectives and scope: e.qg., "reduce due diligence review time by 50% on X deal" or "Al
uses the firm’s precedent to prepare a first draft of the sale and purchase agreement for lawyers to
review." Having a concrete goal lets you evaluate if the pilot succeeded.

Assemble a pilot team that mixes enthusiastic adopters with a supervising partner. Include a
knowledge manager or IT liaison who understands the tool well.

Map out the workflow: how will documents get into the Al, how will outputs be reviewed, what's the
fallback if the Al underperforms? Plan to capture feedback throughout, such as a brief survey for the
team after using the tool.

Set a short timeframe. Pilots shouldn't drag on indefinitely. Perhaps one deal cycle or a 2-3 month experiment.

At the end, gather data (time spent vs. usual, any issues caught or missed, user feedback) and decide
on next steps: iterate, scale, or pivot. By treating the pilot like a structured experiment, you gain
insights and build a success story to guide broader adoption.
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Governance Framework and Al Policy

As you move from pilot to scaling, formalize your Al governance structure. This might involve creating
an Al governance committee or assigning the role to an existing knowledge management or
innovation committee. The framework should outline who is responsible for approving new Al tools,
how often policies will be reviewed, and how to handle emerging issues.

Develop an Al usage policy for the firm that addresses key points:
« Confidentiality (e.g., "no confidential information in public Al tools without client explicit consent")
o Competency (fully understand the tool's limitations)
o Transparency (when and how to inform clients about Al involvement)

This policy should align with ethical obligations in your jurisdiction. In Ontario, for example, the Law
Society of Ontario’s Rules of Professional Conduct require lawyers to directly supervise the work of

those to whom tasks are delegated. By extension, a lawyer must supervise the output of Al tools with
the same care they would apply to a junior colleague [21].

In the United States, similar principles apply. The New York City Bar Association notes that when

using generative Al, lawyers must uphold duties of confidentiality, competence, diligence, and
supervision, along with obligations concerning client consultation, candor, conflicts, and compliance
with professional and anti-discrimination rules.

Set guidelines for vendor management. Many Al tools are third-party software, so ensure your
procurement or IT team assesses vendors for security.

Consider developing a client-facing explanation of your Al approach. Some firms have started
proactively explaining to clients how Al is used to benefit them and what safeguards are in place[20].
This builds trust and can even be a selling point.

A good governance framework is a living document. Designate someone to keep an eye on regulatory

changes or new best practices and update the firm’s policy accordingly.
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What Leading Firms Are Doing

The legal industry's Al movement is no longer theoretical. Several pioneering firms have
put these principles into action, offering insight into what's possible.

Early Adopters in Action

DLA Piper's Al leader noted that no one wants to be
the last firm without Al capabilities, likening the
situation to an "arms race" and warning that laggards
risk becoming "dinosaurs" [12]. DLA Piper and other
large law firms jumped early into using generative Al
for contract analysis and research [22].

Firms like Holland & Knight have been developing
in-house Al tools to help review and modify complex
credit agreements [23], and Cleary Gottlieb acquired

What's Next

a tech startup to embed Al and data analytics into
its workflow [24][25].

Research by Harvard Law's Center on the Legal
Profession found many large law firms they
interviewed are actively working with clients

and tech vendors on Al use cases, oftenin a
collaborative triad to pilot and refine new tools [26].
The takeaway: the front-runners are treating Al
not as an experiment on the periphery, but as a
core part of service delivery and even a new
revenue stream.

If 2023-2025 was about piloting and early wins, 2026 will be about maturing and expanding the Al toolkit

in deal work.

One trend on the horizon is automated closing binders and knowledge management. As transaction

management software and Al converge, assembling the closing binder may become as simple as clicking a

button. It’s been predicted that in a few years lawyers won't manually file documents at all, but ask Al to

retrieve the fully compiled closing binders or the useful precedents needed [27].

Another emerging development is client-facing Al co-pilots. Some innovative firms are exploring ways to

provide clients with secure Al assistants tailored to their matters. The American Bar Association notes that

one of the most significant advantages of Al for law firms is the ability to offer personalized, human-like

client interaction: Al chat systems that can dynamically adapt to client questions and deliver relevant,

nuanced responses.[28]

Imagine a private equity client having a secure chat interface (built and monitored by the law firm) where

they can ask, “What’s the status of our deal’s due diligence?” or “Explain the covenants in the draft credit

agreement,” and get instant answers drawn directly from deal documents. This kind of offering requires

careful oversight, but it could soon become a defining differentiator in client service.

We also anticipate Al being used for post-closing value extraction: mining clauses across all past deal agreements
to inform future negotiations. For example, Al could instantly surface both lender-friendly and borrower-friendly
versions of the financial covenants in credit agreements by scanning the firm's past deal database.

On the efficiency front, 2026 may see fully automated initial drafts of complex agreements. While today Al
can draft simple contracts reliably, tomorrow's systems (trained on the firm's precedents) might handle
first drafts of entire transaction documents for merger & acquisition deals or financing projects, with
lawyers chiefly curating and revising.

Finally, regulation and standardization might catch up. We might see industry standards for Al in law, or
regulatory guidance that provides more clarity on acceptable use, further easing law firms' hesitancy.
The trajectory is toward Al being as commonplace in commercial and transactional work as email or word
processors — an invisible but powerful engine behind the scenes of every commercial transaction.
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The Path Forward

Al in transactional law is about more than speed. It's about surfacing the obscure liability that
would have been missed. Drawing connections across precedents that spark new insights.
Delivering a level of analysis that was previously out of reach.

The firms gaining ground aren't just working faster, they're working smarter. They're the ones
clients call when the stakes are highest and timelines are tightest, and they're attracting the
talent that wants to focus on strategic, analytical, and high-impact work - where human insight
and judgment matters most.

In a recent Thomson Reuters survey, 80% of respondents expect Al to transform their work in
the next five years [30]. The firms acting now will be the ones realizing that transformation.
Those moving slowly risk becoming the cautionary tale.x-

Your firm's competitive advantage starts with an Al-enabled deal team. The playbook is here.

The tools are ready. The time is now.
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