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In September, Bloomberg Law surveyed 75 legal professionals - 38 litigation finance providers
and 37 lawyers who have used or are interested in using litigation finance. Respondents provided
insight into the litigation finance industry, including impacts of the pandemic and general attitudes

toward the industry.




AREAS OF CONCERN

Lawyers and funders were on the same page with their top-reported concern -- maintaining control of litigation.
However, funders seem largely seem to be unaware that firms are hesitant regarding ethical implications of using
litigation finance, as over half of lawyers reported this as a concern compared to only 14% of funders who report
hearing that concern from potential clients.

Concerns of Concerns heard by

LAWYERS FUNDERS

Maintaining control of litigation

5%—61%

High financing' costs

58% —50%

Understanding how it works

58% — 33%

Time- consummg/Cumbersome flnancmg process

55% —44%

Clientgprivilege
55% e 33%

Ethical jim lications |
55% — 14%

60% 40% 20% 0 20% 40% 60%

COMMON NEGOTIATED TERMS

We asked lawyers and funders about common clauses in their litigation finance agreements and how important
those clauses are. The most frequently identified common clause for both lawyers and funders is a return
waterfall clause based on multiple of invested capital. In general, funders report clauses to be important more
often compared to lawyers.

ACCORDING TO ACCORDING TO

LAWYERS FUNDERS

COMMON IMPORTANT COMMON IMPORTANT
Return waterfall based on o, Return waterfall based on o
° o . . .
50% multiple of invested capital 8% 76% multiple of invested capital 85%
Attorney return o, Attorney return subordinated 90°
339% subordinated to return 63% 60% to return of funder capital 0%

of funder capital

Share of proceeds based on
54% . 949
29% Mandatory arbitration 100% °®  duration of loan %

Share of proceeds based 43% Rightto withhold funding 87%

29% 67%

durati fl
on duration ot loan 35% Change of control provisions 75%
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FUNDING ARRANGEMENTS

Between lawyers and funders, there is a lack of consensus on how often funding arrangements are disclosed in court.

How frequently are your financing arrangements DISCLOSED IN COURT?

Always 3%
LAWYERS FUNDERS
WEWS
Often
T NEVER
NEVER 29% Sometimes
40% 34%

Not Sure 2% —

More than half of lawyers obtained deals that cover a combination of working capital/claim monetization and fees
and costs. Generally, direct to claimholder single-case financings account for over half of funders’ cases.

LAWYERS

Which types of financing deals
have you obtained?

Deals that cover a combination
of working capital/claim 54%
monetization and fees and costs

Deals that cover only fees and costs ~ 31%

FUNDERS

Roughly what percentage of the cases
for which you provide financing fall within
each of the following categories?

Direct to claimholder single-case 53%
financing

Deals that cover only claim

L 15%
monetization

Not sure 27%

Law firm single-case financing 25%
Law firm portfolio financing 21%
Corporate portfolio financing 18%
Pro bono financing >1%

96% of litigation deals financed are non-recourse.

WHAT FACTORS do lawyers consider important when choosing a funder?

Somewhat important

Very important

Financial

terms offered Reputation
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Successful
track record

75%

In-house Personal
legal expertise connection

60% 55%



PRACTICE AREAS

Commercial litigation was the most reported practice area for which funders have provided and lawyers have
obtained litigation finance, with nearly 70% of funders providing and 32% of lawyers receiving financing in this area.
Lawyers' interest in funding generally outpaces how often they have received funding in that practice area.

INTERESTED

° PROVIDED FINANCING
Commercial Litigation I 8%

O,
International Litigation I 57

L
>'%  FUNDERS

I, 4%

Antitrust/Competition

International Arbitration 51%

I, 24 %

Bankruptcy/Restructuring
O,
Patents I 4%

49%

46%

. I 2%
Evironm e N 3%

I 24%
Insurance/Insurance Defense o
I 24 %

INTERESTED

LAWYERS

OBTAINED FINANCING

Commercial Litigation
I 4%
et | 2/ %
. N 28%
International Arbitration — .
I 1 6% Lawyers: For which deal types have

Bankruptcy/Restructuring MU 1 gf you obta!ngd or are you mter.ested
I 2% in obtaining litigation financing?

; oo [ 1 6%
Antitrust/Competition . 2

Bl 4%
Insurance/Insurance Defense _° 89
(o]

. I 169
Environmental o 16%
4%

A single case 78%
A portfolio of cases 48%

. S 32%
International Litigation B 4%

Trademark & Copyright 0°/_ 12%

Product Liability 0°/_ 8%
(]

Pro Bono I 39

(o]
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INDUSTRY VIEWS

Generally, lawyers and funders are aligned in most of their attitudes toward the litigation finance industry, and
where they deviate, funders are likely to have a more positive view of the industry. Notably, one area of deviation
is whether the litigation finance industry has a positive ethical reputation: while two-thirds of funders agree,
most lawyers either disagree or are neutral on the topic. Another deviation in attitudes centers around whether
disclosure should be mandatory at the start of all cases: nearly 80% of funders believe disclosure should not be
mandatory compared to only 34% of lawyers.

DO YOU AGREE with each of the following statements?

AGREE DISAGREE

The litigation finance industry is transparent to the general public.

LAWYE RS 22% Agree _ 56% Disagree
FUNDERS _ 39% Disagree

Litigation finance enables more frivolous lawsuits.
78% Disagree G
I 97% Disagree

Litigation finance enables better access to justice.

(L) 88% Agree ]

100% Agree

Litigation finance currently has a positive ethical reputation.

63% Agree

The industry has provided funding sources needed during the economic downturn.

a 63% Agree -

F ”) 97% Agree I

Disclosure of litigation finance deals should be mandatory at the start of all cases.

BN 50%Disagee (L]
- 79% Disagree
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MARKET SIZE & GROWTH

Despite challenges presented by the recent economic downturn, both lawyers and funders most frequently
report that their business has increased since March 2020.

What size do you estimate the current U.S. commercial litigation finance market is?

T

Less than $2.5 b||||on_

5255499 bilon e, LVYETS

55 7.4 bil o = Funclers

$7.5-$9.99 b||||0n——

$10-$14.99 b||||on—
$15-$19.99 b||||on— |

$20 $24 99 bl”lon—

$25 billion or more _- i
5 10 15 20 25

How is your business performing now compared to before the economic downturn?

7 2 o of lawyers report that business has increased since the economic
/O downturn began (starting March 2020).

72%
M Lawyers M Funders
o,
24% S
Increased No change Decreased Not sure

How likely are you to seek litigation funding now due to the economic downturn?

Nearly one-third of lawyers
report that they are more likely to
seek litigation financing now.

How likely are you to seek
litigation funding now compared to...

Less Likely Much more 1YEAR ago? 5 YEARS ago?
Slightly more '
More More More
Likely Likely Likely
32% 23% 69%
No Change
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PROFILE of RESPONDENTS Bloomberg Law

i 6%

UNITED STATES UNITED KINGDOM AUSTRALIA

29% 44% 15%

FUNDERS’ HQ LOCATIONS

ANNUAL REVENUE How many EMPLOYEES (FUNDERS) or
PRACTICING LAWYERS (FIRMS) work at
your organization?

LAWYERS
O,
$2 billion or more 4% FUNDERS 47%
$500 million- o,
1.9 billion 8 A
FUNDERS |
16%
9% 12 3445 1650 51-100 101-200 201-300
$100-$499 million $100-$499 million
31%
FIRMS
12 315 16- 51- 101- 201- 301- 501+
50 100 200 300 500
$10-$99 million
$10-$99 milli
B FUNDERS: How many ACTIVE FINANCING
12% MATTERS do you have at any given time?
<$10 million

1-5 14%

6-15 19%

16 - 25 19%

<$10 million 26 - 50 13%

51-100 14%

More than 100 16%

Not Sure Not Sure

Not sure 5%





