GENERAL COUNSEL ROUNDTABLE

CONTROL-BASED CONTRACT BUILDER
Case Study: Cisco Systems

NOTE ON VENDOR RELATIONSHIPS

The General Counsel Roundtable does not have a
financial relationship with any vendor and does not
endorse any particular vendor or consultant
—including Business Integrity LTD.
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CASE StuDpY #2: CONTROL-BASED CONTRACT BUILDER

BUILDING NEXT-GENERATION FORM CONTRACTS

CASE Stupy: C1sco SYSTEMS

+ Cisco Systems, Inc. (headquartered in San Jose, California; $24 billion revenue run rate; 37,000 employees; 75 in-house attorneys) is the global market leader
for network routers and switches and also produces remote access servers, IP telephony equipment, wireless and optical networking components, and network
service and security systems.

+ To increase efficiency in managing contracts without negatively impacting client service, Cisco’s legal department creates a self-service contract builder. The
tool incorporates controls that accelerate the contracting process, reduce legal risks, and generate cost savings.

Cisco’s growth strains legal ...but the legal department is mindful
resources devoted to contract review... of the shortcomings of client self-service
Revenue Legal Department Staff Potential Pitfalls of Contract Self-Service
25 il " Unauthorized
1ion . .
$25 Billor 09 3% Cha.nges Clients may create substandard contracts by altering terms and
conditions, exposing the company to operational and legal risk.
39% W
$18 Billion Version Control
- - Clients may use inappropriate or outdated versions of contracts.
Tz Attorneys must manage multiple templates, altering each when
global changes are made to similar terms and conditions.
Late Legal
2002 2005 2002 2005 Involvement | Clients may involve the legal department too late in the deal
process, leading to unnecessary and ill-timed negotiation over
@ terms and conditions.

ESTABLISHING (GUARDRAILS

“We wanted to design a self-service tool providing clients some flexibility in drafting contracts but avoiding the problems associated with
posting templates to the corporate intranet—such as clients making unauthorized changes to contract terms.”

Misha de Larkin
Business Analyst
Cisco Systems, Inc.
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DESIGNING FOR EFFICIENCY AND CONTROL

Cisco Hardwires Legal Controls into Its Self-Service Contract Builder

Project Phases

Contract Time Audits Decision Rule Documentation

The project team audits staff - The team documents optimal
time to identify types of contracts attorney decision rules regarding
consuming disproportionate specific terms to ensure contracts
amounts of department resources. are consistent and reflect best
available judgment.

Control Point Identification

The legal department plans a
client self-service tool with the
following control measures:

* The tool is the only way to
generate a contract

* Attorneys must review
nonstandard terms

Cisco SYSTEMS

Tool Development and
Staged Roll-Out

Incorporating client feedback,
the team designs an intranet-
based tool that creates contracts
based on user inputs and then
routes them to the appropriate
individual.

Project Team Composition
* Three software developers
* Business analyst
+ Information technology analyst
+ Two attorney specialists in sales and IP contracts

Timeline
* June 2005: NDA agreements
+ September 2005: Sales contracts
* June 2006: Licensing agreements

IMPLEMENTATION NOTES

Resources

+ $500,000 in development costs
« Use of external consultant

Education/Outreach

+ PowerPoint presentation to introduce non-legal
users to the contract builder

+ Trainer for legal department staff (no formal
training provided for non-legal users)
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A USER-FRIENDLY CONTRACT BUILDER

The Contract Builder Allows Clients to Create New Contracts or Search for Existing Contracts

Contract Builder Home Page

«~ > O

Back Forward Stop Refresh

Address: [

CEC | cCCO

’ | stz w
: j ARSI

This fully autornated tool will allow you to
search for existing Non-Disclosure

Agreements (NDAs); create new NDAs, and
access your “work in progress® (WiP).

Clients cannot enter
into agreements
without using the
contract builder, and
only authorized staff
have tool access.
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I SEARCH I INDEX SUPPORT || FEEDBACK [ DIRECTORY:
Legal Services

Non-Disclosure Agreement Central

! Resources

Click here to generate a new NDA. NOTE: The tool will
first search the database to determing ifthere is an NDA

already on file.

Build an NDA and
obtain online approval

Click here to return to an MDA that you initiated or to
check the status of an NDA that was submitted for e-
Signature

WIP

View the NDAs that
you have initiated

Click here to search for an existing NDA.

0 NDA Frequently Asked Questions

Cisco SYSTEMS

®

The tool
automatically
searches for existing
agreements with
counterparty.

Users can pull up all
previous contracts with
specific characteristics.
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Clients create contracts from a user-friendly interface... ...which automatically sends an
electronic contract to the counterparty
Sample Contract Builder Data Input Page Cisco Click-to-Accept Contract
[m]
<« — E 2 8 & [1]
Back Forward Stop Refresh . e\ et ]
Non—DlscIosure Agreement Central To Counterparty
NDA Home | Create NDAs | Access My WIP | Search for NDAS
7 traute Documsnt —— 2 Review Details [ 3(55( e-Signatarss e 80% OIS TRl I e NOMIWEOSURE ACERR Cisco customers have
i Sgnavies | B S — e erres v on e 1,
SEE e SREEEIRRE | accepted more than
ks 500,000 contracts
Questions about the parties Using C“Ck‘tO'accePt
Cisco
hich Cisco enfity is entering into this Cisco Systems, Inc ‘g; Selectthe appropriate Ciseo entity that will be signing this MDA Mote that this "“"E":":"::m:"‘“; :"' "':‘“!::m::;:im.s“n':z:!':';?‘ PR tEChnOIOgy to date'
NDA? * should also reflectwhich Cisco entity is expected to disclose and receive most 1. DEFINITION.
of the information eovered by this MDA I e TS SS-————————.. ...
First other party
In which county is the principal place of
business of TEST Company located? =
Wihat is the physical acdress of the principsl place of business of TEST Company?
Sireet address: [123 Test streat | a physical address only. No P.0. Boxes accepted. Legal ReVieW Prior to Execution
city* [Cos Angeles |
Fostal code: = [ooo0g |
To Attorney
Contracts are customized 20%

by jurisdiction, type of
customer/supplier, etc.

Contracts requiring nonstandard clauses are
automatically routed to lawyers for approval.

STANDING ASIDE

“The contract builder system allows the legal department to extricate itself from contract approval wherever possible, speeding up the
contracting process for Cisco without sacrificing control over contract terms.”

Misha de Larkin
Business Analyst
Cisco Systems, Inc.
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IMPROVED CONTRACT EFFICIENCY
Cisco projects significant cost and time savings... ...and a host of other benefits

Total Annual Savings from NDA Automation Average Cycle Time for NDAs
Projected Projected

ADDITIONAL SYSTEM BENEFITS

$50,000 $350,000

$300,000

* Tracks cycle time, due dates, and
obligations

®
o~ * Provides instant access to all
executed contracts

10 * Incorporates search functionality
Minutes for dispute investigation
Savings from  Savings from Total Without With . Lo
Reduction of Increased Savings Online Tool  Online Tool * Allows analysis of all obligations by
NDA Review  Efficiency  per Year specific partner, type of service, or

Time in Managing product
Templates

Cisco expects to save $75 per
NDA transaction from reduction
in manual processing time.

FACILITATING COMPANY TRANSACTIONS

“Our goal is to make sure people get their transactions done efficiently and that the company can account for them properly. We wanted
to transform our department from being a gatekeeper into a gateway.”

Mark Chandler
Vice President, Legal Services and General Counsel
Cisco Systems, Inc.

Source: Cisco Systems, Inc.; Nicholas, Adele, “The CLT Ten” Corporate Legal
Times (September 2004); General Counsel Roundtable research.
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IMPLEMENTING CONTROL-BASED CONTRACT BUILDER

—

Step |
Define Builder Scope

—

Step 2
Document
Decision Rules

—

Step 3
Choose Standardized
Clauses

—

Step 4
Create Builder Tool

—

Step 5
Update Approved
Clauses

—_— —
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Implementation Steps

Identify contract types for which legal review consumes most
attorney time, yet has little impact on legal risk or business
value.

Meet with relevant attorneys and business clients to document
the inputs and decision rules used in creating and reviewing
these types of contracts.

Solicit feedback from relevant attorneys and business clients
to document the specific clauses for every decision rule path.

Work with IT department or consultant to develop software
to prompt the user for inputs, apply decision rules, and insert
appropriate contract language.

Assign responsibility and create timeline for updates to the
tool’s inputs, decision rules, templated language, and other
tool functionality.

Time Required
4 weeks

Time Required
4 weeks

Time Required
6 to 8 weeks

Time Required
3 months

Time Required
3 weeks

Practice Attributes

. Automation Better Allocates Resources

Dramatically reduces attorney workload by enabling
other individuals to create contracts—paralegals,
contract managers, business clients, procurement staff,
etc.

. Technology Embeds Controls

into Contract Creation

Breaks the trade-off between self-service and risk
mitigation by creating a single interface to build a
contract with only approved, updated terms and
conditions.

. Client-Focused Prompts Facilitate

User Adoption

Requires no contract expertise; the user enters
business-related data, and the tool’s user-friendliness
reduces the perception that “Legal is pushing its work
on us.”

. Database Makes Valuable Information Usable

Capitalizes on electronic contract data to facilitate
routing, tracking, and analysis (e.g, electronic
signatures, coordinating obligations, Section 404
testing).

Source: General Counsel Roundtable research.
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