How do you successfully compete on value rather than on rates?

= Did not set out to be a lawyer

= Successful at selecting companies that survive and thrive (and
helping them to do so)

= From the great state of New Jersey

= FairShake
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LegalZoom supports a large number of SMEs, integrating a network of provider
firms into a technology platform

4 Million+ 2 Million+ 450,000+

The number of people who The number of people we've The number of requests for
have relied on us for their helped start or run their attorney consultations
personal and business legal business
needs

:\
& '

"l had never started a business "[Without LegalZoom] | probably "We've used [LegalZoom] for quite a
before, so LegalZoom was a perfect would have not felt comfortable, both  few things over the years, and overall
place to go. It let me take my vision from a time and money and effort it's gone very smoothly. They've been

for the company and make it a standpoint, establishing as many easy to work with and very

reality."” brands as | did." affordable.”
Janie Hoffman, Mamma Chia Derek Rohlffs, Winemaker Bravium Wines Karen Yoo, McCalls Meat and Fish Co
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LegalZoom’s presence is increasingly outside the United States
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Simon Kucher & Partners at a glance

Globally renowned consultancy for top -ine improvement What others say about us
=i Financial Times W8 brand eins/Statista 0N Capital No one knows more about pricing Simon-Kucher was a great
Marketing , Marketing , Marketing , than Simon-Kucher. partner during our research
Brand , Pricing Sales, Pricing Sales, Pricing phase. We appreciated their

Philip Kotler, marketing guru ; :
support, expertise, and partnership

o e ) L throughout the process of developing
/ / consultancy, highly committed and Uber Rewards.
EX Bianz — MT Magazine == Forves trustworthy. They deliver what they Barney Harford, former COO, Uber
Marketing, Strategy Marketing , Brand , promise.
Sales Consulting Pricing, Sales Meihii it i voaid Pricing strategy specialists.
i s i Bank Julius Baer & Co. Ltd. The Wall Street Journal
Facts and figures Simon -Kucher profile
i . 0 :
Globallocat.lons. . Avg. annujalgrowth :+18% TopLme This is what Simon-Kucheris allabout. We boost our clients'
39 offices in 25 countries, Revenue in 2019: Power® revenue and profits by optimizing their pricing, sales,
>1,400 employees €358m/$401m marketing, and strategy.
; «MHAI '%{ Simon-Kucher We advise clients on how to improve their top lines with
% e«f Digital digital technologies, from big data analytics, machine
learning, and artificial intelligence to tailor-made pricing and
” n sales tools.

Number of <

projects per year >1,300 THE unicorn ~ We have worked for over 30 unicorns, such as Asana, Stripe,
v

1990 1995 2000 2005 2010 2015 2019 adViS ors and Uber.

1985 1990 1995 2000 2005 2010 2015 2020 2025
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Price is fundamentally a measure of value
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This directly translates into law firm rates, where higher fees stand in for quality

Figure 11 — Rate Progression

$550 -
$500 - /
$450 - —
$350 - —
$300 -
I I I I I I I I I I I I
2007 2008 2009 2010 201 2012 2013 2014 2015 2016 2017 YTD Nov.
2018
== Standard = Worked == Billed = Collected
Lawyers only
Billable time type; non-contingent matters Source: Thomson Reuters Peer Manitor®

Source: Thomson Reuters Peer Monitor / Georgetown 2019 Report on the State of the Legal Market
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The "rack rate" is not what most clients actually pay — although it does drive up
tuition and affect expectations

In our research, we found multiple forms ofdiscounting, only two of which are captured by the Georgetown study, below

Figure 12 — Collection Realization against Standard

94% —
92% -
90% -
88% -
86% -
84% -

82% -

80% -

78% -
I I I I I I I I I I I I

2007 2008 2009 2010 201 2012 2013 2014 2015 2016 2017 YTD Now.
2018

= Am Law 100 = Am Law Second 100 - Midsize

Lawyers only
Billable time type; non-contingent matters Source: Thomson Reuters Peer Monitor®

Source: Thomson Reuters Peer Monitor / Georgetown 2019 Report on the State of the Legal Market
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Economists generally recognize three categories of goods

unieaaedq.

155

nleaded plus.

354

unl.premium.

Commodity - Search Good Experience Good Credence Good

...credence goods put the "price story" in boldface
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With Credence Goods, the fee becomes a convincing stand in for actual quality

Participants ofan experiment were asked to judge the pain reliefeffect ofa painkilling tablet after they were treated with (soft) electric shocks.

Communicated Pain relief

price per tablet confirmed by...
0 $2.50 ~100%
T2 $0.10 ~ 50%

Particularly with credence goods, price becomes a statement about quality

Source: Ariely, 2010
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Massive uncertainty about how to set discounts, particularly among junior
partners

Distribution of margins

No. of clients/opportunities

Minimum margin
Corporates/Inbound

v

Minimum margin
Family business

l

Minimum margin Banking
Target margin Corporates/Inbound

Minimum margin
Public Sector

v

Minimum/target margin
Investmt. Mgmt.

Planned margins (in %)

Ultimate price generated based on internal ‘rules’ with no consideration of HOW or WHY
willingness to pay (and therefore target margin) should differ between clients

Source: Simon Kucher & Partners
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..yet measured elasticity was low, particularly in a relationship context

Response to a 10% premium over expected median fees from AM LAW 100 clients
Q: For a typical matter in [chosen area], if the fofal fee for the engagement was [10% over reported median fee], how satisfi ed would you be

in engaging each of the firms below?.

Ratings for law firms the respondent already has a
relationship with

1
1
1
m Extremely :
20% 15% dissatisfied X
Neither satisfied |
nor dissatisfied |
1
30% 37% m Extremely !
satisfied !
1
Respondents are strongly likely to : 57%
accept premium fees from firms they :
! 33%
1
1
1
1
1
1

39% 35% currently have a relationship with
33%
0,
10% 9% 14% 17% 2
1% 4% L 0% 0% 0% 0%
AM LAW Firm A AM LAW Firm B AM LAW Firm C* AM LAW Firm D* AM LAW Firm E* AM LAW Firm F
(n =70) (n =68) (n=7) (n=6) (n=6) (n=9)

e e e e e e e e e e e e e

_______________________________________________

Over 90% of respondents are satisfied paying 10% premium for firms they currently engage

* Small sample each for individual firms selected from AmLaw 100: indicative results only
Source: Simon Kucher Survey of Purchasers of Legal Time
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...and purchasers of legal time showed a strong "value" profile, ranking quality
drivers over price

Importance of specified factors in fee  -setting decisions

Q. Below are listed a set of possible criteria for evaluating a law firm in a given matter. Please estimate the importance of each factor for the majority of matters
you handle.

“Very” or “Extremely”
Important (0 -100%)

100%
95%
90% = o
» “;_3 §
85% & 2
w °\° " L]
80% 3 " Price is one of the
5 % & lowest -priority factors
(o] T
55 for decision -makers on
Q Q u
70% 58 = purchase of legal time
35 <
0 22 ° o o oo
65% 5 E Indicates possibility of
Q ® . . .
60% 8 R < setting and realizing
S8 < © N premium-prices, coupled
55% 88 © . .
2y with effective value-
50% <8 X communication
2z = = o 5 > £ S K| 5 g 2
S ' CE o £ 52 X s E g 5 2 2
o) C o = 0 S 0] £.9 i) a ) 52 =)
@ T o G295 = = o 4] @ B =
53 23w © S o o £c
© o g °" 5 2¢e
@ g

Q: Below are listed a set of possible criteria for evaluating a law firm in a given matter. Please estimate the importance of each factor for the majority of matters you handle.
Source: Simon-Kucher Survey of Purchasers of Legal Time
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While firms are historically resistant to AFA adoption, in most practice areas,

"stair step” AFA approaches may be more acceptable

Adoption likelihood of Membership

Imagine a ‘membership program’, where for a fixed annual fee, you obtain legal

services over the year at strongly discounted hourly rates. How likely are you fo

Join such a subscription?

Preferred Membership Features/Perks
What non-financial benefits would

[you also prefer to have / make you consider joining]
as a part of this subscription?

50%
Preference among non-adopters
45% m Preference among adopters
40%
- 35%
o 2
3 2 3 30%
17,) 8 8
5 £ £ 25%
g
= 5 = 20%
2 3 g 60%
5 £ B 50% 15%
X o =
H »vn o 10%
| | °
o ]
Oy 0% Top priority response to all Choice of senior partners to work A fixed number of counseling and  Proprietary knowledge briefs on
inquiries to partners with advising hours from senior partners the legal market as relevant for
All respondents GC/CLO your current/past matters
Relationship factors, particularly access to partners, dominated over other non -monetary factors tested

Source: Simon-Kucher Survey of Purchasers of Legal Time
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“Five Forces” Analysis: Isolating the forces exerting pressure on the current legal economy

Porter’s
Five
Forces

L 4 @EddieRHartman
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Analyzing the forces exerting pressure on the delivery of legal services

>
Threat of
New Entrants
- Ithas never been Customer Supplier
easier to start a law B . . s
argainin Bargainin
) g € Porter’s & g
- Dissatisfaction with Power - Power
existing firm / firm life Ve
« New sources of Forces
entrants
Internal
Threat of -
: Competition
Substitutes :
(Rivalry)
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Analyzing the forces exerting pressure on the delivery of legal services

Threat of
New Entrants

Supplier
- Technology is Bargaining
changing the game Power
» The rise of legal
procurement / legal
ops raises the bar
| Internal
Threat of .
) Competition
Substitutes :
(Rivalry)

L 4 @EddieRHartman
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Customer Bargaining Power

Technology is now being used to scrutinize lawyers' every move

L 4 @EddieRHartman
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Customer Bargaining Power

Enterprise - and mid -sized firms will increasingly put two layers of negotiation
between you and the decision maker

Legal Operations: Scope of Responsibility

@

Strategic
Planninr, S

32.0% e
A Cross-Functional
Alignment

Procurement

Outside Counsel Mgmt.
't/

65.0
Q

Litigation
47.0 Support Management

50.0 <€) H
Global Data
Governance / . |_ E G A |_ Ma:::::'n:ant

Financial

Contract Magmt.

Law Department Strategy

5|
o

Vendor Mgmt. —
Management O P E RAT | O S
Records Mamt. 44.0
CORE COMPETENCIE
Communications @ g.JTMQmQ Data ::alytics
Project Mgmt. 37.0

37.0 . !P

Growth & Technology
Development Support

E-Discovery Mamt.

Knowledge Magmt. 37.0

Knowledge
Management

Innovation

]
o
(=]

Source: Bloomberg Law 2019 Legal Operations & Technology Survey Bloomberg Law
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https://news.bloomberglaw.com/bloomberg-law-analysis/analysis-legal-procurement-teamwork-makes-the-dream-work-better

Analyzing the forces exerting pressure on the delivery of legal services

Threat of
New Entrants

+ Bigger, better funded Customer Supplier
companies are o -
entering the Bargaining Bargaining
“Alternative Legal Power Power
Service Provider”

(ALSP) Market
+ Regulatory change is
adding fuel to the fire
T Internal
Competition
(Rivalry)
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Analyzing the forces exerting pressure on the delivery of legal services

Threat of
New Entrants

mer lier
CUStO_ _e Supp' e + With geographic
Bargaining Bargaining barriers falling,
Power Power competition will only
grow from here
L
Threat of

Substitutes

L 4 @EddieRHartman
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Our Excellent Panel

Kirsty Shenton

Head of client care
Mills & Reeve
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Laila Aslam

General counsel and
company secretary
Waterstones

Dan Kayne

General counsel - regions
Network Rail
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Thank you!
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