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Counseling Tech Startups at Full Throttle
Tempering the fast pace of a new company should be in-house counsel's full-time job.

Patricia Kutza, Law Technology News

October 10, 2014

The pace is feverish in the days that precede a product launch. Still, in-house counsel at technology startups must know when
to apply the brakes, even when just about everyone else is working at full throttle. Not slowing down can put a startup’s health
at risk and impact its bottom line.

That was one of the key messages attendees heard at the panel discussion “Representing the Tech Company of the Future”—
held on Oct. 7 at San Francisco-based University of California, Hastings College of Law. The event was co-sponsored by the
State Bar of California’s Cyberspace Committee of the Business Law Section and Hastings’ Privacy+Tech, Institute for
Innovation Law.

On hand to offer their insights were Alexandra Sepulveda, associate general counsel at San Kabam Inc., a social game
company, and Lucas Huizar, general counsel for CircleUp Network Inc, an equity-based crowdfunding platform.  Both
companies are headquartered in San Francisco.

Sepulveda and Huiza include intellectual property in their practice. They focused their discussion around the IP issues that
keep them up at night.

Dealing with open source code. Without identifying it up front, this is the Achilles heel issue that can really come back
to bite you later, said Huizar. “Engineers embed lots of open source code in their software.  They need to be mindful of
the permissions that are linked to such licenses as Creative Commons and the GNU Public License.  Sooner or later the
company will be asked about its open source licenses.  You don’t want to scramble to identify all your open source code
and its related licenses.  You can use a product like Black Duck software to audit your code for open source, but it costs
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lots of money to do so.”

Identifying sneaky contracts and updates. Be scrupulous about reading every word of the contracts that your company
signs. “Lots of contracts use hyperlinks that point to provisions that could be detrimental to your company.”  Be proactive,
Huizar said, and schedule regular sessions to review contracts. Better still, invite engineers to these sessions so they also
understand how to look for problem areas. This habit can reap benefits for you later when engineers identify potential
issues themselves and bring them to you.

Build Privacy by design. It’s critical early on to create a privacy policy that has legs, said Sepulveda.  “If you don’t have
the time to do so, hire a vendor to find out the reasons for all the data you collect about your customers.  Document them.
Then communicate to your users why you are doing so and how you are using that data.”

Get ahead of the hackers. “You can try to build a Fort Knox fortress around your product.  Still it’s likely that eventually
your product will be hacked,” warned Huizar.  Build a recovery policy and game plan in advance so you can stay out of
panic mode. And by all means: “Have your outside counsel on speed-dial!”
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