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Kennametal Inc.

OVERVIEW

Location: Latrobe, Pennsylvania
Industry: Industrial Manufacturing

Customer Profile: Kennametal is a leading
industrial technology company providing
innovative wear-resistant products, application
engineering and services backed by advanced
material science for customers in aerospace,
earthworks, energy, industrial production,
transportation and infrastructure. With

13,000 employees, serving more than 80,000
customers in 60 countries and a corporate
commitment to innovation, the company has a
goal to ensure 40% of annual sales come from
“new” product offerings.

Business Situation: A small, three-attorney
legal team at headquarters is responsible for
safeguarding all the company'’s intellectual
property. The combination of a global
footprint and focus on innovation has caused
a dramatic increase in IP workload, greater
reliance on outside counsel around the world,
and growing legal costs. The billing and invoice
processing activities alone were becoming a
major challenge.

Solution: After an examination using lean
management techniques and value-stream
mapping, the team evaluated several matter and
legal spend management alternatives. The IP
team selected Counsellink as the best solution
based on: automated billing/invoice features to
reduce manual processing; ability to integrate
with the group’s docketing system; security
features to protect sensitive legal and financial
details; and minimal reliance on IT support by
moving to a cloud-based offering.

Kennametal legal team turns to LexisNexis®
CounselLink® for a solution to growing IP

workload and rising corporate innovation costs

Challenges Created by Success and Growth

Over the past 75 years, Pennsylvania-based Kennametal Inc. has earned a
solid reputation in the global marketplace as a leading industrial technology
company providing innovative wear-resistant products, application
engineering and services backed by advanced material science. The
company’s 13,000 employees conduct business in more than 60 countries
and focus on meeting customer needs in aerospace, energy, industrial
production, earthworks, transportation and infrastructure market segments.

With a highly diversified portfolio representing thousands of products, there'’s
a constant stream of activity cycling through the corporate legal department.
Someone has to safeguard the company’s valuable Intellectual Property (IP)
around the world. The department’s role changed significantly a few years ago
when Kennametal chose to adopt “innovation” as a core value. In practical
terms, the shift in focus became a catalyst for product development and
resulted in a market-leading effort to ensure that 40 percent of annual sales
would come from new offerings.

In short order, the normally-busy IP activities accelerated beyond anyone’s
expectations. Larry R. Meenan, Chief Counsel for Intellectual Property at
Kennametal, faced the challenging assignment of finding a solution to handle
the growing legal workload coming from the constant innovations and new
intellectual property.

“For a global company approaching annual revenues of $3 billion, we run a
very lean legal department,” said Meenan. “All of the company’s IP activity is
handled out of the Pennsylvania headquarters where we have three patent
attorneys — myself included — and two administrative support. That's it for the
in-house IP team. There's a great deal of activity to keep track of for a small

group.”

Time for Change - The Parameters of an Ideal Solution

Meenan quickly determined changes were necessary. Legal costs were
continuing to rise, and the group’s reliance on outside legal firms also was
growing. While Kennametal's global reach made outside support a necessity
- especially for IP matters beyond U.S. borders - the outside counsel list was
close to 200 firms.

“We had another consideration on top of costs and firm counts,” stated
Meenan. “It sounds preachy, but we wanted to align more closely with
company expectations. Everything in our department was still in control, but
the scenario was getting a bit unwieldy. We needed to manage the operation
better and see if we could return more value to the corporation.”
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Benefits:

- Annualized savings estimated at $93K, mostly from
capturing billing guideline violations.

+ The technology change served as rationale
to rework processes and outside counsel
arrangements, reducing the number of firms from
200 to 30 within six months.

- Outside firms are pleased to be getting paid faster
and more accurately.

+ New billing guidelines and rules helped restrict
price/cost increases.

+ Mandate for and adoption of electronic processing
saves 4 V2 days of administrative work every month
with elimination of coding, scanning, printing and
paperwork handling.

- Accounts Payable group saves money on every
invoice they don't have to process with keystrokes;
automatic report is uploaded to AP for processing
and vendor payment.

« Group is handling the increase in IP matters and
maintaining quality with a flat budget.

Product Summary:

Corporate Solutions

« CounselLink

In preparing for a new year, the group applied “lean management” techniques
to assess their situation and also used value stream mapping to look at
departmental processes and workflows. The approach started to identify ways
to eliminate waste and save money ... quickly honing in on the whole invoice
and billing cycle part of the equation. Workload volumes, multiple firms, and

an ongoing stream of invoices combined to make that paperwork-intensive
activity a logical target to address. If the group could “follow the money” better,
they'd gain increased visibility into their legal spending, know how costs and
values were aligning, and identify process elements to simplify operations.

With those goals, the Kennametal IP team knew technology would be a big part
of the solution. Capabilities for electronic billing and invoice processing started
the requirements list, but other parameters were added to match department
needs:

- Acloud-based solution to minimize reliance on IT support;
« Automation features to reduce manual processing;

« Integration capabillities to tie into the department’s docketing
system; and,

- Security features to safeguard handling sensitive legal and
financial details.

Putting the Decision to Work - Success on Many Levels

After evaluating several alternatives, the group selected LexisNexis Counsellink
as the best solution. That decision was an important project milestone since
product capabilities clarified some additional changes the department was
already considering that would affect its outside firms.

According to Meenan, “Our adoption of new technology provided a credible
reason to reexamine and improve our whole process model. We worked with
our valued suppliers to compromise and make adjustments where we could.
Fundamentally, however, we were committed to this project and willing to make
tough decisions to reach a successful conclusion.”

Three key elements became the foundation for Kennametal's new way of doing
business.

1. Embrace CounselLink: The matter management and e-billing solution
became the default way for invoices to be accepted, reviewed,
processed and paid. Outside firms were strongly encouraged to support
electronic processing and to minimize paperwork.

2. Conform to Billing Guidelines: In collaboration with the outside firms,
the IP group established new rules for billing terms and arrangements,
such as: how to compensate for meals or travel in different cases, or
when hourly rates would apply versus alternative billing methods.
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/.. keeping everything
electronic saves us four-
and-a-half days every
month. Our AP group also
estimates they’re saving
money with CounselLink
on every invoice we
submit that they don’t
have to process with
keystrokes.”/

— Larry R. Meenan
Chief Counsel for Intellectual Property
at Kennametal

3. Clarify Fixed Fee Offerings: To make comparisons easier and gain more
cost predictability, the team asked for standardized rates on IP legal
work in commodity-type service categories ... file a patent application in

country “x”, or conduct a trademark inquiry in these locations.

With a comprehensive new software capability and revised rules of
engagement, Meenan’s team began phasing in the CounselLink solution and
operational changes. After six months of activity, the group took stock of its
preliminary results.

Progress and Proof Points

“Culling through our 200 firms was not a primary objective of the plan,”

affirmed Meenan, “but it happened as a byproduct of technology change, new
billing rules, and natural attrition. We anticipated some losses and worked hard
to retain the strongest and highest value relationships. We're very pleased with
the 30 firms we have now; admittedly, the smaller group is simpler to manage.”

As expected, the biggest improvements came from technology, automation
and process changes applied to invoice and billing cycle activities. Every step in
the workflow is more streamlined and simplified, starting with the interface link
between the group’s docketing system and CounselLink:

As the docketing system creates a unique matter file, a corresponding
unique billing matter is created in CounsellLink.

Security features restrict billing and invoice activities to designated
counsel only.

Counsellink automatically reviews electronic invoices for compliance
with billing guidelines and rules. If discrepancies are noted, items are
flagged for review or automatically deducted.

Every month, Accounts Payable receives an automatic report for
uploading into AP processing systems for vendor payment.

Additional attorney reports highlight matters, costs and value based on
legal spending.

According to Meenan, the internal team reactions have been quite positive.
“The learning curve was very brief, and the results have impressed everyone.
Our administrative people are delighted to get away from coding, scanning,
printing and paperwork handling; keeping everything electronic saves us four-
and-a-half days every month. Our AP group also estimates they're saving
money with CounsellLink on every invoice we submit that they don't have to
process with keystrokes.”
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4/ On an annualized basis,
we estimate hard and soft
savings will top $93K; and
more than $70K of that
total will be hard savings
from the CounselLink
automated invoice review
spotting billing guide
violations that would
normally slip through
unchallenged.”/

— Larry R. Meenan
Chief Counsel for Intellectual Property
at Kennametal

Outside firms also gained benefits from the change. Less paperwork means
fewer opportunities for errors, and firms realize they're getting paid faster and
more accurately. If there’s an invoice problem or question, firms can find their
own answer in the system. As Meenan puts it, “the IP group no longer has to be
the customer service organization for Kennametal's outside law firms.”

The general legal department also decided to join the effort being led by
Meenan'’s IP group and take advantage of the new capabilities and results.
Although the general staff is a little bigger — four attorneys in the U.S. and three
others covering regional interests from Germany, Singapore, and India - their
invoices and outside costs are only a fraction of the total. In a six-month span,
they generated just over 15 percent of the invoices, and less than four percent
of outside firm costs. Two key metrics for that same timeframe indicate the
overall legal department processed 2,426 invoices, and automatically captured
$32.3 thousand in invoice reductions.

Meenan expects a bigger total for the year. “On an annualized basis, we
estimate hard and soft savings will top $93K; and more than $70K of that

total will be hard savings from the CounselLink automated invoice review
spotting billing guide violations that would normally slip through unchallenged.”
The balance is based on soft savings tied to process changes, eliminating
paperwork and reduced administrative and AP costs.

Every day, Kennametal's IP legal team is proving that the “innovation” attribute
exists outside of product development activities. In setting out to follow the
money and find better ways to deliver value for their company, they discovered
real cost savings and efficiencies for more than just the IP team.

“Upper management has taken note of the changes and cost savings,”
concluded Meenan, “largely because we're managing to handle an increase in
IP matters and maintain quality while operating with a flat budget. Being able to
‘do more with less’ is the kind of innovation that everyone can appreciate.”

About LexisNexis

LexisNexis® (www.lexisnexis.com) is a leading global provider of content-enabled workflow
solutions designed specifically for professionals in the legal, risk management, corporate,
government, law enforcement, accounting, and academic markets. LexisNexis originally
pioneered online information with its Lexis® and Nexis® services. A member of Reed Elsevier
[NYSE: ENL; NYSE: RUK] (www.reedelsevier.com), LexisNexis serves customers in more than
100 countries with 10,000 employees worldwide.

The opinions expressed within this case study represent customer opinions. LexisNexis believes this
case study experience generally represents the experience found with other similar customer situations.
However, each customer will have its own subjective goals and requirements and will subscribe to
different combinations of LexisNexis services to suit those specific goals and requirements. This

case study may not be deemed to create any warranty or representation that any other customer’s
experience will be the same as the experience identified herein. LexisNexis uses the customer’s
trademarks herein with the customer’s permission.
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