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This Business Plan is the property of eLaw, Inc. (herein “eLaw” or the “Company”) and is strictly confidential.  It contains information intended only for the person to whom it is addressed, and is intended for evaluation purposes only, with no license to use the content or materials within.  With receipt of this plan, recipient acknowledges and agrees that: I) in the event the recipient does not wish to pursue this matter, this document will be returned to the address listed above as soon as possible; ii) the recipient will not copy, fax, reproduce, divulge, or distribute this confidential plan, in whole or in part, without the express written consent of eLaw, Inc.; iii) all of the information herein will be treated as confidential material with no less care than that afforded to the addressee’s own confidential material of the most sensitive nature; iv) information herein may constitute non-public information as defined by the Securities Act of 1933 and the Securities Exchange Act of 1934, and the legal responsibility for its use is borne solely by the recipient.  This document in no way constitutes an offer to sell, nor a solicitation of an offer to purchase.

The Business

Founded in April 1999, eLaw is an Austin, Texas-based company focused on improving the efficiency and effectiveness by which intellectual property is aggregated and distributed in the highly fragmented, $250 billion legal services market.  eLaw has raised more than $12.5 million in financing, led by Austin Ventures, one of the largest early stage venture capital firms in the U.S. 



A Superior Business Model

· Lawyers have demonstrated a proven willingness to pay up to hundreds of dollars per hour to access electronically distributed content, due to a combination of high alternative costs and the ability to pass expenses through to clients

· Revenue model is a leveraged annuity and is not ad based: eLaw sells a real product, addressing a real need, and generates meaningful recurring revenue per user through a combination of monthly subscription and download fees

· Highly scalable model with projected gross margins exceeding 67% by 2002
· No offline distribution issues and marginal distribution costs

· No inventory
Our Customers

Since launching our pilot service in August 2000, eLaw has signed up as customers such Fortune 500 companies as CSC, Dell, Chevron, EDS, Phillips Petroleum, Texas Instruments, Schlumberger, Burlington Northern/Santa Fe, Samsung, Reliant, Tyco and Tandy/Radio Shack and prestigious law firms such as King & Spaulding and Steptoe and Johnson.  Numerous other companies and law firms have also subscribed to the service.

Our Strategic Alliances

eLaw has established strategic alliances with some of the largest and most prestigious law firms in the world (our “Alliance Firms”) to populate the company’s databases of legal analysis and work product.  Premier law firms such as Baker Botts, Baker & Hostetler, Crowell and Moring, Littler Mendelson, McKenna Cuneo, Morrison & Foerster, Sonnenchien, Nath and Rosenthal and numerous others are either currently providing content to the site or have signed letters of intent to do so. 
The Service 

eLaw is partnering with some of the worlds leading law firms to build comprehensive databases of proprietary legal analysis and work product that are accessible online by attorneys.  

By leveraging quality, branded work product -- including agreement forms, briefs, memoranda, pleadings and checklists – to a much wider audience than has previously been accomplished, eLaw is creating profound new economies of scale in the area where a majority of attorneys spend most of their billable time: legal research and document drafting of transaction and litigation oriented material.  By using material in the eLaw libraries, eLaw users can:

· Accelerate the research and drafting process by directly accessing a volume and quality of materials that have previously been available only within large law firms

· Increase productivity and efficiency and avoid “reinventing the wheel” (or paying outside counsel to do so), saving hundreds of dollars per hour

· Reduce fees paid to outside law firms by in-house counsel 
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Example of ROI for typical Fortune 100 Company: 

According to a 1999 PricewaterhouseCoopers survey on corporate law departments, the typical Fortune 100 company employs 80 lawyers and spends $60 million in annual legal expenditures, approximately half of which is paid to outside counsel.  Thus, if using eLaw results in a mere 5% efficiency gain on a typical project (or if 1 in 20 legal questions traditionally outsourced could be handled internally), eLaw would save the typical Fortune 100 company $3 million annually at a cost of approximately $200,000 paid to eLaw.

Value to Alliance Firms: 

By supplying work product to eLaw, our Alliance Firms receive:

· An unparalleled brand building opportunity in a highly fragmented market. Firms place their names on the desktop of potential clients and showcase their expertise at precisely the time potential clients are seeking such expertise from outside counsel

· A royalty interest in all content contributed to the site

The first eLaw database (Labor & Employment) was launched in August 2000.  The company intends to roll out over 20 practice specific libraries in the next 2 years, including, Antitrust, Corporate and Securities, E-commerce, Employee Benefits, Environmental, Healthcare, Intellectual Property, International, Tax and others.
Recurring Annuity Revenue Stream

eLaw’s extensive market research and early sales efforts indicate that lawyers will pay an average of $100 to $150 per user/per month/per library to access the site (with a volume discount for additional libraries), and between $3 and $10 per page (depending on the type of document—memo, brief, contract, etc.) to download selected documents.  The company’s initial subscribers, who are being given significant “charter customer” discounts, are paying between $30 and $70 per user/per month to access the Labor & Employment pilot library and $4 to $9 per page to download documents.  By year-end 2001, eLaw expects to have achieved an annual recurring revenue run rate of approximately $12 million.  

eLaw’s revenue model is also highly leveraged.  As new libraries are rolled out, our existing Fortune 500 and law firm customers will extend their usage, resulting in incremental revenues with minimal incremental costs.

The Market 

· Legal services is an inefficient, information intensive and highly fragmented $250 billion worldwide industry that has yet to be meaningfully impacted by the Internet.

· 75% of U.S. attorneys practice in groups of less than 20 people; the largest 100 firms in the U.S. account for only 15% of industry revenues; the largest US firm, Baker & McKenzie, has less than 1% US market share.


· This severe fragmentation results in few economies of scale, creating a fundamental inefficiency in the aggregation and distribution of high quality legal analysis and work product. Firms routinely “reinvent the wheel” in the creation of attorney work product that results in billions of dollars per year in unnecessary legal fees.
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· 
· 
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The Revenue Opportunity 

$250 billion is spent annually on legal services (over $140 billion in the U.S. alone), at least 30% to 40% of which is spent on the creation of work product 

· Annual addressable U.S. market opportunity for eLaw content- $1.75 billion

· Revenue potential per user: at least $1500 to $2,000 recurring revenue per year for core service (or $15 to $20 million per 1% penetration of U.S. market)

· Additional per subscriber revenue opportunities exist as eLaw expands the scope of its service offering

Financial Projections

	
	2000
	2001
	2002
	2003

	Revenue
	$21,437
	$3,807,977*
	$22,222,368
	$60,277,568

	Gross Margin
	($33,923)
	$2,955,983
	$17,350,109
	$46,558,176

	EBITDA**
	($7,055,106)
	($7,406,766)
	$3,555,895
	$27,931,095

	**Break-even point at Q2 2002
	
	
	
	


* Annual run rate at end of 2001 is $12 million.

Technology

The technology foundation for eLaw is built on equipment and software from industry leaders such as Sun Microsystems, Cisco, Oracle, BEA and Verity.  The multi-tiered architecture is designed for fast user response time, very large volume storage and ease of scalability.  This architecture, demonstrated through our current operational site, represents a cost-effective, low-risk basis for expansion of our practice area libraries.

· 
· 
· 
· 
· 
Competition

Although no other legal Internet company has significant mindshare in the legal community or currently offers a comprehensive resource of branded attorney work product, the Company has identified traditional electronic legal publishers and a few legal related Internet sites as potential competition.  

Eighty percent of the $5 billion traditional legal publishing market is dominated by Westlaw and LEXIS (Source: 1999 annual reports), focusing on the publication of primary and secondary research materials (statutes, caselaw, law reviews), NOT the distribution of attorney work product.   Their track records show little innovation and growth primarily through acquisition.  Thus, eLaw is a complementary service, introducing an alliance partner or exit opportunity for eLaw.  

Legal Research Network (LRN), is an outsourced provider of highly customized expert legal research and “legal knowledge management solutions” for corporate law departments, law firms, and individual attorneys.  Their network of approximately 1500 legal experts provides low cost legal research and memoranda on a fixed-price, fixed-time basis.  Recently, LRN has begun repackaging some of these memoranda in an online Knowledge Bank.  Although LRN’s Knowledge Bank and eLaw have a few commonalities, the eLaw model is superior for several reasons.  The LRN Knowledge Bank includes only non-branded memoranda that are internally generated on a “one-off” basis, thus limiting the amount and scope of their materials and the scalability of their model. eLaw, by comparison, leverages large practice groups within multiple firms that provide a wide range of materials, resulting in a much more comprehensive and scalable offering.   Moreover, because eLaw works (rather than competes) with leading law firms, we can leverage existing brands that enhance the perception of quality and reliability of our service to potential customers.

Most existing Internet sites, such as Findlaw and law.com, focus on becoming vertical portals and/or “webzines” that provide legal information and services to both legal professionals and consumers.  They have primarily advertising-based models. Nonetheless, both law.com and findlaw are venture backed and must be closely monitored for any change in strategy.  For example, by acquiring a number of smaller legal related technology companies, law.com (also backed by Softbank) appears to be shifting its strategy from being primarily a web outlet for American Lawyer Media’s legal periodicals to a more relevant and comprehensive service.

Advisory Board
Our Advisory Board is comprised of prominent lawyers from various segments of the legal profession, including:

E. William (Bill) Barnett, Chairman – Former Managing Partner, Baker & Botts, L.L.P.

Howard J. Aibel – Former Executive VP and Chief Legal Officer of ITT Corporation

Rebecca Wendy Bass – Former VP and General Manager of LEXIS

Jerry Bringard – Former VP and General Counsel of Ford Motor Credit Company

David Browning – Current VP and General Counsel of Schlumberger Technology Corporation

John Castle – Former Senior VP and General Counsel of EDS

James Herron – Former Senior VP and General Counsel of Ryder Systems, Inc.

Allen Lackey – Former VP and General Counsel of Shell Oil Company

Richard W. Pogue – Former Managing Partner of Jones Day Reavis & Pogue

Kenneth Roberts – Former VP and General Counsel of Exxon Corporation

Howard J. Rudge – Former Senior VP and General Counsel of DuPont
Management Team and Organization
Senior management has close to a century of successful business and technology experience managing software and online publishing companies with industry leaders such as Oracle, Hoovers and Lockheed Martin. Additionally, our team includes attorneys with over 30 years of legal expertise, representing premier law firms like Baker Botts and Vinson & Elkins. Our combined business and legal experience ensures our ability to execute. Key members of the management team and the organization chart follow.

Sandra Jimenez, Chief Executive Officer

Sandra guides eLaw’s corporate strategy and vision while managing company-wide business operations. She brings over fifteen years of front-line experience in management, business operations and international sales in the applications software industry. In her most recent position as General Manager of U.S. Operations for Meta4 Corporation, a $42 million global human resources and people/knowledge management software provider, Sandra led the execution of the company’s strategy in the U.S. Prior to this, Sandra held executive titles at Oracle Corporation and at Dun & Bradstreet Software. While at Oracle, as Vice President of Applications, Latin America, she achieved significant growth in that market. As Vice President of Sales Operations and Latin America Operations for Dun & Bradstreet Software, Sandra was responsible for re-directing global accounts and alliance programs, as well as growing and expanding the company’s presence in Latin America. She obtained an M.B.A. from Emory University, Executive Program and a B.A. in Economics from American University.

Jon Dyck, President and Co-Founder

As Co-Founder of eLaw, Jon is the principle architect of the Company’s vision.  He oversees eLaw’s strategy, business development and strategic alliance activities.  Prior to founding eLaw, Jon was a corporate and securities attorney in the 

Austin and Washington, D.C. offices of Baker Botts, L.L.P. While at Baker Botts, Jon specialized in the 

representation of early-stage technology and service companies in a variety of private equity financings, mergers, technology transfers, and other transactions. He also developed significant experience in representing clients in public and private international law issues. Jon received a BA in Government from the University of Virginia and a JD from the University of Texas School of Law.


James Talbot, Vice President, Content Development
Jim oversees the process of aggregating, delivering, and maintaining eLaw’s databases of high quality work product. Over the past 14 years, Jim has developed considerable expertise in the fields of online and legal publishing, most recently at Hoover’s, Inc. [NMS: HOOV]. As a senior executive at Hoover’s, Jim, at various times, managed the company’s editorial, product development, and technology functions. He played an instrumental role in Hoover’s evolution from print publisher to Internet company, and was responsible for the development of Hoover’s core database of company information. Prior to Hoover’s, Jim spent six years in a variety of senior editorial positions with Warren Gorham & Lamont, a Thomson Corporation legal publishing subsidiary in New York. Jim received a BA from Colgate University.

Dan Wilkins, Vice President, Engineering

Dan provides technical, budget and schedule leadership to the eLaw Engineering Team to ensure the quality and reliability of current and future products.  Prior to joining eLaw, Dan co-founded Austin Info Systems, Inc. (“AIS”), a provider of software techniques and solutions to the Department of Defense, in 1993.  Dan worked with AIS until 2000, supervising the growth of the company to over 90 full time employees.  Dan previously held a number of engineering positions at Lockheed Martin Corp., including Program Manager and Engineering Marketing Liaison.  Dan received a BS in Aerospace Engineering from the University of Texas at Austin.

Bob Heard, Acting Vice President, Marketing

Bob manages eLaw’s marketing efforts.  He has over 20 years experience in developing winning marketing strategies and building companies.  He began his career with IBM Corporation where he held various sales and marketing positions.  Bob subsequently founded two start-up companies and developed both to profitability.  Most recently, Bob was Senior Vice President, Marketing and Business Development of a Internet security software company based in Dallas, TX.  Bob’s responsibilities at eLaw include company positioning, image and awareness, brand management, product marketing, and corporate communications.   Bob received a BBA in Marketing from Texas Tech University and has completed executive MBA studies at SMU in Dallas, TX.

Stacie Harris, Director of Marketing and Co-Founder

Stacie manages eLaw’s corporate marketing, brand development, marketing communications, and customer acquisition activities. Prior to founding eLaw, Stacie spent two years as a Marketing Manager with Dell Computer Corporation, where she was responsible for launching Dell's NT Workstation product line, which grew to $400 million in revenue and a #1 market share in less than a year. She also helped build and launch the Dell Workstation Online Web store. Previously, Stacie held marketing and finance positions at both Intel and EDS. She received a BA in Economics from the University of North Carolina-Chapel Hill and an MBA from the University of Texas at Austin.

Greg Sapire, Director of Sales and Business Development

Greg is responsible for developing and implementing eLaw’s sales strategy and business development initiatives.  After law school, Greg served as Briefing Attorney to Chief Justice Thomas R. Phillips of the Texas Supreme Court.  Following his clerkship, Greg joined the Trial Department in the Houston offices of Baker Botts, L.L.P and later practiced at the litigation boutique of Smyser Kaplan & Veselka, L.L.P.  While practicing, Greg represented both plaintiffs and defendants, primarily in intellectual property, healthcare, and labor/employment disputes. Greg received his BA from the University of Texas, and a JD from the University of Texas at Austin.

Bryce Birdsong, Director of Finance

Bryce manages eLaw’s finance and accounting activities.  Prior to joining eLaw, Bryce was a Senior Manager at Ernst 

& Young L.L.P., working primarily with early stage technology companies and start-ups.  Additional experience includes serving as a Senior Financial Analyst at Hallmark Cards, Inc., and 4 years at Deloitte & Touche L.L.P.  Bryce 

is a licensed CPA.  He received a B.S. in Accounting from the University of Missouri and an MBA from the University of Texas at Austin.

Hiring Plans

In the short-term, the Company plans to hire a permanent VP of Marketing and a VP of Sales by December 2000.

Financing

eLaw now seeks an additional $15 million in second round equity financing to replicate the success of our Labor and Employment product across multiple practice areas (several of which are already in development), scale our marketing and sales efforts, continue to build out the eLaw team and develop complementary applications that increase potential revenue per eLaw user.
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Can User saves anywhere from 5%-100% off typical memo research or  drafting project 
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Legal bill for typical memo: $30k














:

















� EMBED OrgPlusWOPX.4  ���





Typical starting point 








Starting point 


with Onesource





Time/Money


Savings











$





$








PAGE  
7
PROPRIETARY AND CONFIDENTIAL

( 2000, eLaw, Inc.


_1034362378.bin

