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The appropriate
response to new
technology is not to
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It’s to ask: “Okay, how
should we use this?”
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1. Legal industry — state of play



1 Legal industry — state of play

Legal vs. technology — the state of play

$727Bn

2019 Global Legal
Services Market

$5Bn

Estimated
Global Legal
Tech Spend
<1% of total

Corp.
Legal Spend

$488Bn

Corporate Legal
Spend

LegalTech New Patents

— Filed Globally —

+500% H

93
el

2012 2013 2014 2015 2016

Technology is the fastest growing
issue of “extreme” importance to
CLO’s

.. but today, only 59% rank as
extremely or “very important”

Source: ACC Chief Legal Officers 2017 Survey
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1 Legal industry — state of play

Trends, impacts & opportunities

» Firms will need to embed best in class technology into all of their legal processes, and will need to continuously innovate as better software tools
are developed.

» Work will still be led by people but they will be augmented by technology, including Artificial Intelligence.

» The full service law firm of the future will be more diverse in terms of business model by expanding their offerings to services such as
consulting, forensics, or risk mitigation.

Trend Impact Opportuni
EE More for less Alternative @ L&C in Focus
Providers

@ Efficiencies
Traditional
@ Technology ' @ Law Firms '
Global
@ Solution
@ Regulation @ Technological
Investments
@ Transform
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2 Technological disruption and changing demands

The dynamics of innovation

Key Success/Performance Parameter

A

Dominant Design ‘

Efficiency

S~
s
)

=
=

~
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Dominant Design

Innovation

T T T T T > Time
Innovators Early Early Late Laggards
Adopters Majority Majority
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2 Technological disruption and changing demands

Horizons of technology disruption

15 A
Super compute - Autonomous super
quantum, neuromorphic systems
Advanced robotics — cyborgs,
swambots
8 Autonomous systems — Nano-tech cher
"a cars and drones (Super society)
=} .
g 0 31.)/ ‘.‘D Blockchain
qf printing
: N
g Deep learning Reinforcement learning Beyond
£ Natural language processing | Large scale machine learning (Smart ecosystems)
N
E 3 Hybrid Cybersecurity
P i
g Cloud Big 9 . Robotics
§ data Early machine learning .
= Different
. (Cloud)
Social :
e
Mobility
i Past
I (Internet)
>

Source: dimensions data via @mikequindazzi

1995

now 2025
Time to exponential technology breakthrough point
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2 Technological disruption and changing demands

|
FinTech, RegTech & LegalTech

FinTech describes an industry that consists of companies that combine new technologies and innovations
with available resources and thus compete with traditional providers.

FinTech FinTech includes both, start-ups and established technology companies that seek to improve / replace the
services of financial services providers.

RegTechs uses new technologies to support efficient regulatory management within the entire (IT-)
banking architecture from an IT perspective.

RegTech RegTech services enable the required agility and the speed, which is necessary to efficiently manage the
flood of new regulations.

LegalTech refers to software and online services, which are supporting or automating legal working processes.

LegalT ech Such IT products have so far been developed primarily by start-ups, which aim to create efficient alternatives
to specific sub-processes or entire legal services.

Similarities Differences

« All three types are based in the ever-increasing financial market « FinTechs are partly perceived as a “threat” to the traditional financial
regulation (transparency, reporting obligation, information exchange) institutions

« Whereas RegTechs & LegalTechs are seen as a digital assistants

DSJV-Herbstveranstaltung 2018 21 September 2018
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2 Technological disruption and changing demands

|
Legal & technology framework

Legal tasks, support processes, and technological infrastructure impacted by legal technology

Level Processes and procedures Solution design

v" Advanced support solutions

. Litigation
Substantive law Collection of analvsis of losal T v' Basic support solutions

solutions ollection coaszr;a; g;sm of lega sessme?accés egal case v Commoditzed law solutions

Support
processes Document and knowledge management v Integrated solutions
solutions : . r v Point solutions

Human Resources Business development & Accounting, billing,
CRM finance
Platform infrastructure
Enabl v Legal-specific enabler
napier

v" General enabler
Security Cloud Connectivity

DSJV-Herbstveranstaltung 2018 21 September 2018
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2 Technological disruption and changing demands

Legal Tech is automating standard legal tasks — But it will not stop there

Source: BCG/PwC

Specialist

Degree of
Speciali-
sation

Generalist

Standard Bespoke
Type of legal work
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2 Technological disruption and changing demands

Big law firms needs to invest in tech readiness — Small law firms need to

specialize

Specialist

Degree

of

speciali-
sation

Source: BCG/PwC

Generalist

«m\gm

B

Type of legal work

Big law
firms

Small
law firms

B

Action points

v

Focus on bespoke
tasks and expand
product portfolio

Invest in legal
technology

Leverage outsourcing

Specialise
Leverage legalTech
Offer fixed pricing

DSJV-Herbstveranstaltung 2018
PwC

21 September 2018
12



2 Technological disruption and changing demands

Impact areas of LegalTech

Analytics

Compliance

Document
automation

e-discovery

Legal Education

Legal Research

Marketplace

Online dispute
resolution

Practice
Management

Companies that use artificial intelligence to summarize legal documents.

Enables compliance professionals to understand their organisation's legal obligations.

Gives legal professionals an easy to use and powerful document discovery platform.

Any process in where electronic data is searched and obtained for use as evidence in a civil or criminal case.

These programs are used by attorneys to help prepare their clients to testify in depositions.

A variety of online research companies catered to the legal industry.

Startups that provide a range of online legal services to consumers and businesses.

Tool and interface for two parties who are entangled in a dispute or some other type of conflict.

Companies here provide billing, time, and contract-management tools to law firms.
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2 Technological disruption and changing demands

Mapping the LegalTech Landscape

* There are about 800 larger LegalTech companies in the world, where 40% were founded in the last 3 years.
* Document automation and practice management are currently the most competitive sub-sectors.

 There has been a 484% increase in the number of patents filed covering new legal services technology globally in the last 5 years. Top three
countries by percentage of total patents filed are the US (38%), China (34%) and South Korea (15%).

4
)

.

4 9

oo

. Analytics . Document automation . Legal Education Legal . Marketplace . Practice Management

. Compliance . e-discovery . Research . Online dispute resolution
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2 Technological disruption and changing demands

e
The fast growth of LegalTech

Source: Evert Nolv

Legal document automation —Legal analytics Legal education
Legal marketplace Legal research Online dispute resolutions
Legal practice management e-Discovery Legal compliance
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2 Technological disruption and changing demands
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3 The law firm of the future

Six vectors of legal innovation
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3 The law firm of the future

|
Market shifts in the legal industry

The market(s) in
law

Type of client
(prototypical)

The nature of the offering

Service Hybrid Product
(Product + Service)
cDAoMm N L DTLex Machina
Fortune 1000 o - EYpwc B Relativity-
T ’d € I S te Deloitte. | ID<\LE(£.E9 EEEEEEEE |
I l l
CMld Cap Mid market >
ompanies law firms 9
4 '/ \ — T °
| / R legalzoonr
Retail > ROCKETLAWYER.
Small / Solo vorce
eee NILADA LegalServer
Az2J N
151 awHelp
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3 The law firm of the future

The industrialization of the artisan

Across the economy there are many efforts to convert an artisanal process into and industrial one. This trend does not leave out the

legal industry.

Complexity

DSJV-Herbstveranstaltung 2018

Activities

Exceptional events
e.g. litigation; corporate
transaction

Strategic work

e.g. new products, new
geographies

Tactical work

e.g. corporate governance;
employment

Lower complexity work
e.g. high volume, semi-repeatable;

due-diligence

Traditional model

Legal
department

New model

Legal
department

New
capabilities
+ providers

PwC
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3 The law firm of the future

The legal industry’s stages of evolution

Technology =
automation + intelligent workflow
+ digitization of contractdata

Work Segmentation DIGITAL
+ Process + Metrics ﬂ (Function as a strategic enabler)

= INDUSTRAL
/ ' (Running function as a business)  Transactional work removed,
automated and controlled
ARTISANAL - Increased focus on processes :
g (Internal Department) and technology to dli"ive + Further shift to shared
E productivity i%flprovement services/ outsourcing
§ ) ) * Transparency to cost, quality
A ’ Worli segrélzntatlog {)nﬁtcgnng and customer satisfaction
. ; . su and demand better , )
;D Peoﬂe based model.ffmore g pp. Yy e % « Internal function shifted to
& wor .oad = more statt or ervice e\{e. transparency business issues
“ law firm usage accountability * Increasing focus on proactive
 Aging/limited technology * Initial shift to centralized/ business analytics
* Limited focus on process and shared services * Increasing innovation — global
metrics * Embracing new Legal Delivery expansion, mobile, social
models technology
— Time
2000+ 2018+ 2025+
DSJV-Herbstveranstaltung 2018 21 September 2018

PwC 21



3 The law firm of the future

The building blocks of legal innovation

EFFECTIVENESS EFFICIENCY SCALABILITY VISIBILITY PREDICTABILITY
DIGITAL (TECHNOLOGY)
Digitize Performance, Enable ‘Next gen’

o contracts commercial & legal self-service Artificial Intelligence matter & contracts mgmt.

9 data asset analytics technology

)

=
| )

S

&5 INDUSTRIAL (PROCESS)
T

=}

Q Distinguish operational Become expert at Centralize at the task Process Operational metrics and

?‘P vs legal challenges “Projects” level engineering benchmarking

i)

)]

ARTISANAL (PEOPLE)
Opt.imize fixed vs. Optimize Rationalize Explore partnership Enhanced talent Upskill legal team in
variable cost base work allocation law firm spend models management ‘business of law’
DSJV-Herbstveranstaltung 2018 21 September 2018
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3 The law firm of the future

The rise of GC production-system thinking

I Matching the production-system with the work while fundamentally improving outcomes.

Current Mix of
Work

Industrial
Digital

Targeted Mix of
Work

Industrial

Future Target

Operating Model

(TOM):

» Align resourcing models
with nature of the work

» Multiple ways to execute
(“h OW”)

» Tech follows, not leads,
process industrialization
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3 The law firm of the future

From pyramids to rockets

» The traditional pyramid model applied in many law firms will vanish in future

» A “rocket-like” structure will develop over time with tech managers and legal tech companies supporting the law firm

Partner

Senior

Source: BCG/PwC

/
/ .
i Outsourcing

High ratio of junior lawyers per partner

Junior lawyer level most impacted by outsourcing
and automation

Cooperations  ,* A
/

Tech

Outsourcing solutions

partner

» Low ratio of junior lawyers per partner

+ Especially entry-level jobs will vanish

I Non-lawyer B Lawyers I Tech positions
staff
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3 The law firm of the future

|
Key action points (1/2)

Disruptive forces are currently reshaping the legal-advice market. These forces include alternative legal
service providers and LegalTech companies

Law firms must redesign their business model, which includes:
« Value Proposition (service offering and revenue model)

* Operating Model (cost structure and organization structure)

Impact on individual roles
» Decline of general support staff, junior lawyers and generalists

» Increase of legal technicians and project manager

DSJV-Herbstveranstaltung 2018 21 September 2018
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3 The law firm of the future

Key action points (2/2)

- Current Model Future Model

=B Clients
=
)
R%
Q
o,
= :
-9 Offering
O
=
G
>

Revenue Model

Value Chain

Cost Structure

r—
)
5.
S
=
o0
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<
-
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o
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Organization

Need of legal advice

Transaction or litigation advice

Billable hours

Integrated (Do it yourself)

People (low EOS)

Traditional pyramid

» Legal advice
* Project management
 Efficiency

Product portfolio: legal advice, project mgmt.,
legal tech consulting

» Fixed price
« Billable hours

» Disintegrated
* OQutsourced/Automated

People and technology (high EOS)

Rocket
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Thank you for your attention...

...and now let’s go and do amazing things!

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this
publication, and, to the extent permitted by law, PricewaterhouseCoopers AG, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any

w c consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.

© 2018 PwC. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers AG which is a member firm of PricewaterhouseCoopers International Limited, each member firm
of which is a separate legal entity.




