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AGENDA

= Updated overview — 10 MINUTES
= Topics for discussion — 55 MINUTES
= Questions and comments — 10 MINUTES
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UPDATED OVERVIEW




2008 - 1s everything still
“rosy”?
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SALARIES!
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Year 1 Year 2 Year 3 Year 4 Year5 | Year6 | Year/ Year 8
Firm

Details Details Details Details Details Details Details Details
Akin, Gump, Strauss, $160,000 | $170,000 | $185,000 $210,000 | $230,000
Hauer & Feld, L.L.P.
Allen & Overy $160,000 | $170,000 | $185,000 $210,000 | $230,000 | $250,000 | $265,000 $280,000
Alston & Bird LLP $145,000 | $155,000 | $170,000 $190,000 | $210,000 | $225,000 | $240,000
Amster Rothstein & $145,000
Ebenstein LLP
Andrews & Kurth L.L.P. $160,000 | $170,000 | $185,000 | $210,000 | $230,000 | $250,000 | $265,000 | $275,000
Arent, Fox, Kintner, $160,000 $170,000 $185,000 $200,000 $215,000 | $230,000 | $245,000 $260,000
Plotkin & Kahn, PLLC
Arkin Kaplan & Cohen $125,000
Arnold & Porter $145,000 | $155,000 | $170,000 $185,000 | $210,000 | $225,000 | $240,000 $255,000
Axinn, Veltrop & Harkrider $160,000 | $170,000 | $185,000 | $210,000 | $230,000 | $250,000 | $265,000 | $275,000
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HAS THE DREAM GONE?
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2008 vs. 2007

Chart 3 — Demand Growth by Practice
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Chart 4 — Growth in Overhead Expenses — 2008 vs. 2007
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"You should check your e-mails more
often. | fired you over three weeks ago.”



| essons Learned from
Previous Recessions




| essons Learned from
Previous Recessions

s Aggressive growth through laterals who:
m Have a track record of business development.
s Have a reasonable plan for the future.
m Look for new opportunities.

s Vigorous due diligence in client acceptance.

s Take bold but well thought out strategic actions:
s  Open new offices in high risk locations.
m ook for Law firm leaders with business experience.
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| essons Learned from
Previous Recessions

m Respond quickly to opportunities:
s No paralysis by analysis.

s Match the size of the bet to the potential win
and the level of risk.

m Create exit strategy that gets you out faster
than you get In.

KermaPartners o



Practices that are likely to
flourish in the next five years
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Practices that are likely to

flourish in the next five years

= Soundly managed firms with good cash
management and capital base.

= Firms that can balance their portfolio and
risk between transactional, litigation and
advisory.

m Broad-based firms where downturns offset
by counter-cyclical work.
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Practices that are likely to

flourish in the next five years

m Practices in developing and emerging
markets — India, China, South East Asia,
Eastern Europe, South America.

m Firms able to increase market share Iin a
declining market.

= FiIrms with transaction client bases which
are less affected.
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TOPICS FOR DISCUSSION
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1.What keeps you awake at
night these days?




Effects of Recession The New
Reality

Thus far, which of the following have affected your law firm as a result of the
global economic turmoil?

Slow down in engagements

Slow down in collections

Decline in billable hours
recorded

Greater client price sensitivity

Decline attrition of lawyers

Ihcrease in the availability of
lateral candidates

Decrease in non-salary
operating costs

Availability of credit for firm
borrowing needs

0% 10% 20% 30% 40% 50% 60% 70% 80%
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In house Vs. Outsourcing

OOUTSOURCING

AVERAGE

CHEMICAL

PHARMA

MANUFACTURING
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Legal Departments - Total spend on legal services
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In house Vs. Qutsourcing

| |
T So0E I 1275300 €
AVERAGE ’
! BRI € 2,275,000 £
[
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1.What keeps you awake at

night these days?
3MINUTES TO PANELIST
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Responses to Questions
Tom Schmuhl, May 21, 2009

a | find myself worrying principally about “macro” events
and situations that | cannot neither control nor
Influence.

m my first concern is that there will be increasing
Interference by the government with the normal
workings of commerce and industry in a manner and to
a degree that will cause significant economic problems
that will last for a very long time.

m My second concern is that a dramatic international event
will occur that will make economic recovery much more
difficult such as a war or a terrorist attack.
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2. The recession as an
opportunity




Business Day

SATURDAY, OCTOBER 18, 2008

Ehe Netw JJork Times

Financial Crisis Provides Fertile Ground for Boom in Lawsuits

By JONATHAN D, GLATER

Nothing makes lawyers more
popular than bad times.

It seems lke just a few
months ago — because it was —
that trial lawyers, those advo-
cates who take on companies on
hehalf of investors, customers or
even other businesses, had a
wretched reputation, Three of
the best known of those lawyers,
William S. Lerach, Melvyn L
Weiss and Richard F. Scruggs,
had all pleaded guilty to crimes,
Dofense lawyers were gleeful.

But the pendulum has shifted
again, much as in the years after
the callapse of Enron and World-

Com.

Accusations of execulive ex:
cess, accounting fraud and lack
of disclosure are far more cred-
ible now, since bad bets on real
estate and securities linked to
home loans have caused some of
the biggest and most prestigious
financial firms in the country —
Lehman Brothers, the American
[nternational Group, [Fannie
Mae, Freddie Mac = to collapse,
sell parts of themselves at fire-
sale prices or suffer outright
government takeovers. A legal
argument rarely used in invest-
or lawsuits is tempting: res ipsa
loquitur, or the thing speaks for
itself

“There's clearly going to be an
erosion in the presumption that

these senior-ranking executives
should be given the benefit of
the doubt,” said John P, Coffey,
partner at Bernstein Litowitz
Berger & Grossmann, adding
that as a result of regulators’ in-
vestigations and angry former
employees, there is also more in-
formation available to plaintiffs
about  questionable conduct,
“There's clearly going to be an
effact there; judges are human.”

So are investors, who are an-
gry. Individual shareholders as
well as big companies want
someone else to pay for their
losses on investments in every-
thing from basic stocks to exotic

Continued on Page 5

JENNIFER 5. ALTHAN FO THE NEW YORK TIHES
H. Adam Prussin’s law firm represents Fannie Mae investors.



Shift by AmLaw 200 to Greater Litigation Dependenc@he New
Reality
Non-capital market law firms have decreasing dependence on transactional work,
therefore, slower to respond to recession.
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ega

Market and Sector Type: Emerging Markets

PPA Business Magazine of the Year

Top 10 City quartet awarded Singapore licenses| | Emerging Markets Fund Rasses 52.9 Billion
Article Date: Dec 01 2008

MARKETS Private equity firm Actis has raised USS2.9 billion (1.9

F I .Com COMMODITIES billion) to invest in emerging markets, exceeding its
target of $2.5 billion.

FINANCIALTIMES  FT Home » Masts > Commodies
Actis Emerging Markets 3 will be invested in buy-outs or

China looks to buy more base metals L D e %,

By Poll Wakimel I Shangha and Jover Bins I Loncen na, India, Latin America and South East Asia.

Fudished: Decamoer 3 2008 1816 | Last upcaled: December 3 2008 18:16 _ )
sk iy Russia and Eastem Europe, often inciuded in emerging

China, the worid's largest metals consumer, is considening a plan to buid up state reserves of markets mds are exciygad from the list of farget regions
base metals 1o help fight the impact of the global economie siowdown, accerding to an indusiry
association, Paul Fletcher, senior pariner 3t Lendon-based Actis, befieves

underlying economic growth remains resdient in many of fhe ISR 8 ——
Wen Xanjun, veechaman of the China Nonferous Metals Industy Association, toid a emerging markets, ! g koo bbb
conference that central govemment was considering buy

m comsumer demand and

domestic demand. The Lawyer.com

Smaller Mortgage Lenders See

Turmoil Switzerland Special Report: Crisis? What crisis?

(See Corect d Amipliicaions iter below. As some European lawyers fret about where their next instruction is coming from, their
€ LOrections and AMPINCAN0NS Iiem bElow. Swiss colleagues are busy burning the midnight oil.

As many of the biggest U.S. banks continue to pare back tHeT TImTTReE TSI, Some TarcE
institutions see global finaneial turmoil 32 an apportunity t pick up markst share.

The eight largest mortgage lendars, as measured by total veluma in the first nina months of

2008, reported declines in originations from a year earlier, according to Inside Mortgage Finance, _ EORPOAATE FINANGE
a frade publication in Bethesda, Md. A
At Washingten Mutual Inc., of Seatfle, which had its banking operations seized by the federal M & A strat e gi es in 3 d OWn

govemment in September and sold to J.P. Morgan Chase, mortgage volume plunged fo 333 ...
market
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2. The recession as an

opportunity
3 MINUTES TO PANELIST
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Responses to Questions
Tom Schmuhl, May 21, 2009

Unfortunately, in difficult times, we have to be prepared to take
advantage of the sad fact that many businesses, firms and
Individuals are having difficulties. For example, it may be possible
toI acquire lateral partners who may be able to bring business and
talent.

Or it might be possible to attract new clients who in the current
economic climate may not want to pay the higher fees and costs of
some of your competitors.

Or it may be possible to take advantage of opportunities by using
skills and expertise that are more attractive in recessions such as
skills and expertise in bankruptcy and insolvency matters.

We should not be so concerned about finding only “big”
opportunities that we forget about assembling a number of smaller
opportunities at a time when some of our competitors may be
having a much more difficult time than we are.
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3. What relevant steps
should we take?
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Survey of Law Firm Recession Plans The New
Reality

What steps, if any, has your firm taken or does your firm plan to take as a result
of the global economic turmoil?

[] Webinar participants
D Global Prof Svec Firms

Reduce operating costs

Increase productivity

Reduce capital investment

Hire talent that would not have
been available otherwise

Leave certain markets

Increase hedging

No steps

0% 10%  20% 30%  40%  50% 60% 70% 80%  90%  100%
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3. What relevant steps
should we take?

s Change business model to face the new reality.
s Adjust dependence on commoditized work.

s Seek litigation work that is not so dependent on
referrals from transactional departments.

s Shift to a staffing model that is scalable and cost

effective.
s Outsourcing.

GLawBAL

Enhancing Performance
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3. What relevant steps
should we take?

m Seek counter-cyclical practices:
s Public Sector and sectors which interface
with it.
m Sectors connected with governmental policy
responses.
m Restructuring, corporate recovery, etc.
s Good old-fashioned commercial litigation.

s Regulatory work.

GLawBAL
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3. What relevant steps
should we take?

m Providing specialist services to other law
firms:

s Overseas (and out of area) firms.

m Larger firms providing services to smaller
firms in return for referral fees.

s Boutigues providing niche services to larger
firms.

GLawBAL
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3. What relevant steps
should we take?

m Closing offices.

= Eliminating practices.

= Managing toward leverage.

= Shedding unprofitable clients.
= Reducing office space.

GLawBAL
Enhancing Performance
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3. What relevant steps should

we take?
4 MINUTES TO PANELIST
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Responses to Questions
Tom Schmuhl, May 21, 2009

Keep costs under control, particularly in such areas as not having
more non-legal or support staff than we absolutely need.

Send out bills promptly.
Pay attention to collecting bills.
Never stop looking for opportunities to get new clients.

Whenever in doubt about what to do, remember that the most
Important thing Is to give our clients the best service possible.

Work with partners who have become less productive to encourage
them and help them to become more productive again.
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4. Are we seeing the end of
the recession ?
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Length of Recession The New
Reality

When do you expect an economic upturn to begin?

[] Webinar participants
[ ] Prof Sve Firms

45% ~
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4. Are we seeing the end of the

recession ?
2 MINUTES TO PANELIST
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Responses to Questions
Tom Schmuhl, May 21, 2009

Perhaps the guestion that we should be answering is
what will the end of the recession be like?.

If the end of the recession (at least in the US) means a
return to the way things were 18 months ago, | very
much doubt that the recession will be over for a very,
very long time indeed.

Instead, however, if we are looking for meaningful
economic recovery in general commerce and industry
that will have a materially positive impact on the market
for legal services, | think the recession will last until late

2011 to early 2012.
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QUESTIONS!
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THANKS!
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