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Profitable times for law firms despite upsets

BY CRISTINA MUNTEAN

With almost all Czech-based law
firms announcing increased revenues,
2006 will generally go down as a
good year for local attomeys. But not
everything is looking rosy — rumors
abound that some infernational firms
will pull out of the market this year.

On the bright side, revenue
streams flowed thanks to sturdy eco-
nomic growth and tremendous in-
vestment inflows. While internation-
al players betl more and more on the
real estate “gold mine” domestic
firms keep an eye on the cmerging
East, looking to up the expansion
momentum with new offices abroad
or through local acquisitions.

Those with a gloomier outlook
are usually haunted by the ghosts of
some big international players who
have departed the Czech scene al-
ready — such as Freshfields Bruck-
haus Deringer, Dewey Ballantine
[DB) and Hogan & Hartson (H&H) —

because of downward-bound fees
and tough competition.

“l anticipate a number of firms
will follow in their footsteps and,
over time, will leave the market,
whether in 2007 or subsequent
years” said Alex Cook. counsel with
Clifford Chance Czech Republic. “It
may not be excluded that some inter-
national firms will pull out, since the
profitability of pariners in the local
offices will remain lower than that of

Czech law firm Koneéna & Safar

targets Romania

New European Union (EU) member
Romania has lured a Czech law
firm, illustrating the growing
attraction to move further cast

As the sixth largest Czech law
firm in terms of its number of
lawyers in 2006, Koneénd & Safar
will open an office in Romanian
capital Bucharest in April.

It's less than a year since two
other major Czech law firms
opened their first East European
offices. On June 15, 2006, second-
largest domestic law firm in terms
of its pool of lawyers, Brzobohaty
Broi & Homsa opened a Moscow
office, while fourth-largest, Peter-
Eka & Partners, has sct up an office
in Kiev, Ukraine.

“The Czech legal market is al-
ready saturated. Expansion to the
East is a logical development for
our company because of the fur-
ther growth potential present on
the Romanian market,” Pavel
Safdf, a partner with Koneénd &
Safat told CBW.

Safif said the firm monthly
receives up o five requests to
legally advise Czech or Slovak
clients in Romania The firm's
trend, he said, is to “follow their
clients closely.” Safdf estimated it
took between € 50,000 (K& 1.4 mil-
lion) and € 100,000 to open the
office, to have one senior partner
and up to five lawyers.

Koneénd & Safaf intended to
open the Bucharest office three
years ago, but delayed the opening

because of an overlap with a new
office opening in Bratislava, Slo-
vakia Cwrrently, the Slovak office
has 11 lawyers.

The Bucharest office will be
led by Hana Sevelovd, a senior
partner with the firm's Prague
office, specializing in corporate
agendas, litipations and telecom-
munication. She's fluent in Italian,
a language close to Romanian.

Establishing companies for
foreign investors, litigations, merg-
ers and acquisitions and green
ficld investments will be prime
Concerns.

For 2007, Konetnd & Safdf's
main goal is to promotc the office to
Czech and Slovak companies. Its
attomeys will be Romanian, with
two senior lawyers experienced on
the Romanian market and a handful
of junior lawyers. The fees are con-
fidential, but will be “consistent,
compared {o the applicd Czech Re-
public and Slovalda fees," Safaf said.

In 2006, Romania attracted
roughly € 85 billion in forcign
direct investment (FDI), Romanian
Association of Business People
{AOAR) provisional figures show.
Most — about € 2.5-3 billion —
came from privatizing the Roma-
nian Commercial Bank (BCRJ.

Peterka & Partners summed up
its Ukraine experience as a success.
It's now seriously considering mov-
ing into another Eastern European
country, said partner Pavla Prikry-
lovd but wouldn't elaborate. -cm—

their peers abroad,” added Josef
Vejmelka, a partner with Vejmelka
& Wiinsch [V&W).

—Lovells, no to goodbye?
The closure of U.K.-based Lovells'
Berlin office, scheduled for April,
strengthened speculation that Lovells
will be the first “big name” to say
goodbye to Prague in 2007, but
Miroslav Dubovsky, a partner with
Lovells Czech Republic, brushed off
the talk. “We're not considering clos-
ing the office, either in 2007 or later,”
he said, adding the firm had “a lot of
clients” and 2006 revenues were
higher than in 2005. However, no
financial figures were disclosed.
According to British publication
Legal Week, Lovells will shut its
Berlin office in the wake of a five-
lawyer banking team departing to
form a finance boutique. “The closure
follows a strategic review of the
office by the firm and doesn't affect
our commitment to developing our
presence in Germany,” Dubovsky
said. “There are currently no plans to
close any offices in Central and
Eastern Europe [CEE) or globally. We
intend to maintain our presence in
Prague,” said Karen Snell, the Lovells
UK press office manager.

—Consolidation in the air
While the book remains open for
who'll be the first to leave, lawyers
also predict further local market con-
solidation. V&W's Vejmelka said one
option would involve domestic firm
mergers. “This will come sooner or
later, but Czechs are very careful and
sensitive in this respect, especially in
cases when their revenues are per-
petually growing,” he said. “An acqui-
sition of a similar firm is always an
option, also for our firm,” he said.

International firms also don't
exclude local acquisition possibilities.
“If anybody approaches us, we'Te
open to discussions, although our pri-
ority is internal growth” said Jan
Matéjéek, managing partner of White
and Case in Prague.

Jane Townsend, managing part-
ner with Allen & Overy Praguc
[A&0), said she doesn't expect any
major finance or commercial law
firms consolidation. “|[Ratherl we'd
expect to see single and small groups
of practitioners from time to time
leaving firms ecither to set up their
own firms or occasionally to join
other firms.” she said.

Those groups who've already left
are in no mood to go back. “We our-
selves are a spin-oll and a boutique

— we have no intention of going back
to a network or acquiring other prac-
tices,” said Stephen Kines, a partner
with Kines, a law boutique specializ-
ing in IT and telecommunications.

New entrants, meanwhile, look at
how to strengthen activities. “We'd
like to cxpand our team through lat-
eral hiring, as the preliminary results
[of our Prague activities| are pleasing,”
said Thu Nga HaSkovcovd, a partner
with law office Braun Haskovcovd

Some firms are also considering
consolidation through new local
branches. Rowan Legal has approved
local branch openings in cities like
Ostrava, North Moravia and Plzen,
West Bohemia, said Martin Maisner,
a lawyer with the firm.

Lovells' Berlin story looks simi-
lar o a recent move that shook
Linklaters' Prague office. Linklaters
saw a five-lawyer real estate (RE)
tearn — half of its entire division —
leave at the end of January. “We've
seen people come and go in our real
estate practice as well as in other
practices,” said Kamil BlaZek. a part-
ner with Linklaters in the Czech
Republic. BlaZek added that Link-
laters has replaced some lawvers so
that the number of Prague office RE
specialists remains at about the same
level as at the start of 2006.

“This departure isn't a danger
either to the existence of our RE
practice or to the quality of work we
deliver or to Linklaters in the Czech
Republic,” he said.

—Real estate “gold mine”
The Linklaters RE specialists' depar-
ture drew attention to the lucrative
RE advisory sector. The majority of
law firms said their RE revenues
increased in 2006. Vladimira Papimil,
managing partner with Squire. San-
ders & Dempsey in Prague, said the
demand for RE advisory is driven by
concerns about the expected property
VAT increase and the limited supply
of advisors. For Seddoms, more than
80 percent of its 2006 revenue came
from RE advisory, according to partner
Libor Ulovec, TFor Clifford Chance,
2006 saw the firm's RE team grow
from five to 12 members. "Appro-
ximately 35 percent of our office rev-
enue came from real estate work,”
Coole said. Also, Norr Stiefenhofer
Lutz, Prochizka Randl Kubr, Ko-
neénd & Safaf and Salans expanded
their RE teams. For White and Case,
the largest intermational finn in Prague
in terms of the number of lawyers, RE
accounted for roughly 20 to 25 percent
of 2006 revenues, Matéjéel said. B




