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What are the major findings:

1. peak coverage and expertise/lknow-how as major drivers for outsourcing of legal services;

o ok WD

litigation/arbitration, competition/antitrust, criminal by a majority fully outsourced ;
corporate secretary, training and compliance kept in-house;

one quarter spends at least half of the total legal budget for outsourced legal services;
a clear trend (64%) to build up more in-house legal capacity;

when outsourcing, more than just one legal service provider.

To sum up, external legal service providers who manage four points, namely

to offer a good value proposition,

because they understand the relevant industry and business their clients are in very well and
deliver high quality

at competitive costs,

will get their share of the market.



Sample of the survey - statistics
Survey from 16. to 29. August 2011
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Listed Companies at Swiss Exchange (SIX)
309 Companies

Number of employees on a global level (n=30)

Random Sample 122 (40%)

Participants 30/ 25%

Survey addressed to General or Legal Counsels

Type of industry (n=30)

Banking / Insurance 21%
Service 4%
Health Care / Pharma

Construction

Machinery / Technology
Others

<500 7%
500 - 1°000 4%
1’000 - 5000 17%
5’000 — 25’000 45%
25000 27%

Turnover on a global level (n=29)

< 50 mio

50 - 200 mio 0%
200 — 500 mio 10%
500 - 1’000 mio 4%
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Most firms in Switzerland have 1 to 5 in-house bratschi
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How many in-house counsels has your company in Switzerland and on a global level ?(n=30)

Number of in-house counsels in Switzerland Number of in-house counsels on a global level

6 — 10 counsels 6 — 15 counsels

11 — 25 counsels . 7% 16 — 50 counsels

> 25 counsels > 50 counsels
none . 7% none . 7%
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Most firms have 3 to 5 outsourcing partners bratschi
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To how many external legal service providers (e.g. law firms, consultants, audit firms) do you
currently outsource? (n=30)

Num_ber of Service Switzerland Europe America Asia
Providers
1 — 2 providers 0% 20%

27%

6 — 10 providers . 7% 33%

> 10 providers 30%
- R 13%

3 — 5 providers 53%
30

none 0% 17%
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What are the main reasons for bratschi
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The access to legal expertice or additonal know-how is the most important reason for outsurcing

legal services. Operational reasons like peak coverage and speed are important. Costs are not
a main point.

Main reasons very important important neutral not important

Peak coverage 63% 17%. 3%

Speed 50% 20%

Availability 37% 27%
Attorney-client priviledge 43% 23%
Independence 13% eiery 27%
Costs 20% 53%

(n=30)
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Current outsourcing of legal services and trend
for future outsourcing

fully outsourced partly outsourced
Litigation / Arbitration 50%

Area

Merger & Acquisition 83%
Competition/Antitrust 60%
Contracts 63%
Corporate 70%
T 3% | 60%
IP 67%

Employment / social insurance 3% l 60%

Criminal 50%

Compliance

Trainings

Corporate Secretary
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not outsourced at all Trend
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The budget for outsourced legal services is in bratschi
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Percentage for legal services outsourced The developpment of the budgets over the last 3 years
of the total legal budget (n=29) and the percentage of change

0-25% Increased n +20%

25 - 50% No change 13

50 - 75% Decreased -14% “

75 — 100%

The developpment of the budgets in the
3 coming years and the percentage of change

Increased h +19%

No change 12

Decreased — -14%
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Trend to more outsourcing or more more outsourcing  EK%
building up in-house capacity (n=30)

more in-house

no change

Reasons for more outsourcing:

Internal headcount reduction

Reasons for no change:

Use only outsourcing where our internal professionals cannot handle the matter.

We built up inhouse resources to cover the general legal needs of the company. For specific tasks and
special areas of law, we retain outside counsel. The size of the legal department also requires to retain
outside counsel for "extraordinary" projects or at peak times.

Both actually - more in-house versus outside counsel, but selected outsourcing of certain

routine activities of in-house counsel.
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Is there a trend to more outsourcing or more more outsourcing [10%
building up in-house capacity (n=30)

no change 26%

Reasons for more in-house:

Costs. Specific knowledge not easily available in outside counsel at reasonable costs.

Depending on subject-matter areas: In-sourcing may be more efficient in high-margin areas and
out-sourcing may be more efficient in high-volume areas.

cheaper, better understanding of the business.

closer to the business, more ownership, less expensive.

This is not a clear answer as in some areas we see offshoring (captive or outsourcing) as a valid options.
In addition, the outsourcing could increase in certain types of non-standard transactions.

There is a high speed of change in regulation which needs to be dealt. Legal issues become more
and more important in all-day-practice.

closer to business; speed; increasing quality of in-house lawyers.

Know-How gained should be preserved internally -outsourcing more in areas of

a)peak administration and b) litigation/administrative procedures.

Costs cutting, know how and experience acquired by the in-house team.

Build up know-how within the company Costs.



Corporate secretary function and Contract Law
would mostly not fully outsourced

Which legal areas would you never outsource fully? (n=30)

Litigation / Arbitration 30%
Merger & Acquisition 47%
Competition/Antitrust 47%
Contracts 70%
Corporate 53%
IT 37%

IP 30%
Employment / social insurance 37%
Tax 30%
Criminal 27%
Compliance

Trainings

Corporate Secretary
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Costs and lack of business or industry under- bratschi
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What are the concerns or even limits for outsourcing (n=30)

Costs

Lack of business/industry understanding
Perception of «out of control»

Different legal culture

Confidentiality

Availability

Comments

Im my experience, companies with inhouse legal departments tend to cover 90% of the work inhouse and,
hence, build up inhouse know-how for standard questions. One key aspect for such inhouse legal
departments is training and education to a) ensure general legal compliance and b) to reduce the number of
similar questions. Business opportunities for outside counsel in general compliance areas are mainly existing
for mid-sized companies with an international business but no inhouse legal department.

Development of new providers (CPA Global, Integreon, Pangea3, Clutch Group, Unitex Lex) to be monitored.
Lack of business understanding is a hinderance for more out-sourcing. | am interested in exploring new ways
to adress this issue, eg by exchange of in-house counsel to law firm and vice-versa, eg for a secondment in-
house.



Bratschi Wiederkehr & Buob bratschi
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Bratschi Wiederkehr & Buob is one of Switzerland’s leading law firms in the field of business law with
over 60 laywers. In our offices in the economic centres of Switzerland, we offer continuous or
occasional legal counselling to Swiss and foreign companies, as well as to private individuals in all
areas of business law, but also in tax law, in public law, in media and communication law as well as in
notarial services.

Zurich: Bahnhofstrasse 70, Postfach 1130, CH-8021 Zirich

Phone +41 58 258 10 00, Fax +41 58 258 10 99 zuerich@bratschi-law.ch
Basel: Gerbergasse 14, CH-4001 Basel

Phone +41 58 258 19 00, Fax +41 58 258 19 99 basel@bratschi-law.ch
Bern: Bollwerk 15, Postfach 5576, CH-3001 Bern

Phone +41 58 258 16 00, Fax +41 58 258 16 99 bern@bratschi-law.ch
Zug: Unter Altstadt 28, CH-6300 Zug

Phone +41 58 258 18 00, Fax +41 58 258 18 99 zug@bratschi-law.ch
St.Gallen: Vadianstrasse 44, Postfach 262, CH-9001 St.Gallen

Phone +41 58 258 14 00, Fax +41 58 258 14 99 stgallen@bratschi-law.ch
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Bratschi Wiederkehr & Buob

Rechtsanwalte | Attorneys-at-Law | Zurich — Bern — Basel — St. Gallen — Zug
Christian Wind, Dr. iur. HSG, LL.M., EMBA IMD, Rechtsanwalt
Bahnhofstrasse 70, Postfach 1130, CH-8021 Zirich
christian.wind@bratschi-law.ch




