Generative Al creates an efficiency lift in the legal industry

Trend overview

Startups in the legal industry are harnessing recent developments in generative artificial intelligence to offer SaaS solutions that improve
the efficiency of critical legal processes such as case research, document analysis and operations automation.

Current challenges Legal Al startup spotlights
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Leya is a GenAl assistant which integrates with a firm’s
internal database to aid with source-cited discovery

Luminance built a proprietary large-language-model for
Generative Al technology can expedite case research and document analysis document analysis and data labeling for compliance

Growth drivers Insights
1. Legal technology is set for disruption with generative Al
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https://www.lexisnexis.com/documents/pdf/20130806061418_large.pdf
https://thedatabusiness.net/5-major-data-challenges-for-law-firms-and-how-to-overcome-them/#:~:text=Challenge:%20Data%20Accuracy,can%20be%20a%20significant%20problem.
https://pitchbook.com/

Opportunities for technology disruption in the legal industry

Current pain points

Workflows in the legal industry today involve processes related to case research, discovery, content preparation and enterprise

management. High levels of attention, accuracy, and the volume of cases creates a number of bottlenecks as follows.

0 Difficulty navigating data

e Unstructured data facilitates 90% of the
digital industry leading to inefficiencies
and added workload

e Resource management

® QOrganizations face time and resource
constraints for document analysis,
contract reviews, and case research

e Issues adapting to digital tools —

Resisting technology adoption increases
long term operational costs
76% of legal staff use manual systems

Future state

Al-enhanced research and discovery

v

Investing in generative Al solutions for case research and large-scale document analysis will significantly improve
the performance and efficiency of businesses in the legal industry.

Sources: Thompson Reuters, Saade Law, Cogneesol;: SC&H; LexCheck; CARET legal

Enterprise automation
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Two themes identified
from above pain points
as technology disruptors
to improve processes



https://legal.thomsonreuters.com/blog/the-new-world-is-here-for-the-legal-industry/
https://www.saadelaw.com/insights/understanding-the-benefits-and-implications-of-the-virtual-practice-of-law#:~:text=Flexibility%20and%20Convenience&text=Additionally,%20it%20allows%20attorneys%20to,of%20law%20is%20schedule%20flexibility.
https://www.cogneesol.com/blog/law-firms-pain-points/#:~:text=Lack%20of%20time-,legal%20document,%20and%20much%20more.
https://www.schgroup.com/insights/blog/technology/law-firm-technology-challenges-and-opportunities/#:~:text=Here%20are%20the%20common%20challenges,costs%20in%20the%20long%20run
https://blog.lexcheck.com/legal-operations-technology-pain-points-and-solutions-lc
https://caretlegal.com/blog/tackling-inefficient-time-management-at-your-law-firm/#:~:text=Time%20Tracking,resulting%20in%20lost%20billable%20hours.

Reasons to believe that legal technology is growing as a sector

Market overview

o Calculated CAGR for legal
9'3 A’ technology from 2023 to 2033

b Estimated value of the legal
9'8 n technology market in 2022
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Market projections

3.0)( Increase in budgets for

legal technology by 2025 47.7bn
Projected value of legal
Operational processes set technology market by 2030

(0)
50/0 to be automated in 2024

Key trends
Digital adoption

e Startups are receiving funding to focus on digital products for the legal
industry while firms are increasing their technology budgets for integration

Automation

e Tools that enable automation will allow net productivity of legal practices
to increase while reducing the required operating headcount for firms

Investments in Al

e Al-based research and contract management investments outweigh that of
other areas which signals an emerging trend in legal technology



https://www.gartner.com/smarterwithgartner/5-legal-technology-trends-changing-in-house-legal-departments
https://briefpoint.ai/legal-technology-trends/
https://pitchbook.com/
https://finance.yahoo.com/news/legaltech-market-set-soar-us-174500566.html
https://www.custommarketinsights.com/report/legaltech-market/

Evaluating the main approaches in legal technology

Al-powered case research Enterprise customer management

Using workflow tools to automate business processes including case management,
financials and contract lifecycles

Low; many startups are entering the space with RAG and LLM fine-tuning technologies but High; enterprise tools are increasingly being integrated into legal operations with an

are early stage and have low market share estimated 65% of legal departments leveraging contract management software
Utility in leeal industr High; regardless of legal practice and firm size, there is high demand for an efficiency- High; operational tools to manage case inventory and customer intakes are applicable
Y & Y boosting tool which can be easily integrated with operations to legal business regardless of practice or industry
Recommendation Yes No
High demand for productivity-enhancing and research tools Pre-existing competitors and a saturated market

— Investigations to validate potential investments

G Sourcing a list of potential customers for Al-powered legal research tools

G Confirm existing pain points and time costs with customers as well as SMEs within the legal industry

a Scheduling product demos and overviews with sourced startups to assess performance and potential for scale

4 Sources: RAG vs LLM fine-tuning; Al in the legal industry; Legal dive



https://aisera.com/blog/llm-fine-tuning-vs-rag/#:~:text=RAG%20integrates%20external%20data%20for,models%20for%20domain-specific%20accuracy.
https://www.interviewkickstart.com/blogs/career-advice/ai-legal-industry-automation
https://www.legaldive.com/news/clm-software-contract-lifecyle-management-legal-technology-tools-acc-legal-tech-report-exterro/651942/

Market map for startups in legal technology by stage
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Al-powered tools allow businesses to greatly increase efficiency and output. Investments in generative Al startups with legal
applications will help expedite the rollout and adoption of critical technology solutions.

Startups sourced from publicly available information; * indicates acquisition



