
 

AI-enabled Klarity helps companies identify
risks in contracts

November 3 2017, by Brian Eastwood

  
 

  

Software from Klarity seeks to cut down on contract review using artificial
intelligence and natural language processing. Credit: MIT Sloan School of
Management

New software out of MIT uses artificial intelligence to speed up and
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reduce the cost of contract review for companies. Klarity is taking on
nondisclosure agreements first, part of a strategy to build customer trust
and expand its offerings.

In a usual scenario today, a salesperson might receive a draft of a
nondisclosure agreement from a potential customer and forward it to a 
company's in-house lawyers. It could take a couple days for the legal
team to review the contract and send it back—or a couple of weeks. As
the salesperson waits, he or she loses the ability to move the deal
forward.

"There are only a few pieces or items that you care about, but there's a
labyrinth of clauses, so you don't know what will trip it up," said Andrew
(Ondřej) Antos, Klarity's CEO. "We decided to use natural language
processing and AI to accelerate review."

Using Klarity, a salesperson can input the agreement into the application
and, within minutes, receive a recommendation to sign the agreement,
renegotiate it, or send it to the legal team, Antos said. The software
could help firms cut down on contract review fees from outside
attorneys.

The application has been developed to identify the terms that should be
present in an agreement, as well as look for important information that is
missing. The idea is to provide companies with an overall risk profile of
the contract, as well as individualized risk profiles based on clauses or
even parts of clauses within the contract, Antos said.

"We ask our clients when deploying, 'What's your policy? What are the
terms you are and are not willing to agree to?' he said. "We take this
policy and configure the system for the particular client. Klarity looks at
contents of agreement in relation to company policy, then creates a risk
profile."
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http://klaritylaw.com/
https://phys.org/tags/agreement/
https://phys.org/tags/company/
https://phys.org/tags/contract/
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Setting up

After working for a law firm specializing in technology mergers and
acquisitions and in licensing in his native Czech Republic, Antos came to
the United States. He enrolled at Harvard Law School and also registered
at MIT Sloan for professor Bill Aulet's New Enterprises class.

Antos ended up sitting next to Nischal Nadhamuni, an MIT student
studying computer science. One day, they talked for three hours after
class about how to address a problem that Antos frequently encountered
in his line of work: contract review.

"When I was doing [intellectual property] licensing and transactional
law, it required painfully going through long contracts," said Antos, who
received his master's degree in entrepreneurship and law this May. "I
remember sitting in the office at 3 a.m. and thinking, 'There must be a
better way, a way to use machine learning or artificial intelligence to go
through these contracts.'"
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https://phys.org/tags/artificial+intelligence/


 

  

Klarity’s software analyzes contracts to highlight relevant or unusual sections.

Shortly after that, Antos and Nadhamuni connected with Logan Ford,
another MIT computer science student, and the three co-founded
Klarity.

A pivot to nondisclosures

Initially, Klarity pitched to law firms. After participating in the MIT
delta v startup accelerator this summer, though, the company shifted its
focus to sales contracts for enterprise software companies. The company
has also been part of the MIT Sandbox Innovation Fund Program and
Harvard Innovation Lab incubators.
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Three of the 21 startup teams at delta v employed lawyers, Antos
said—and the other 18 teams were coming to them for help with
document review. "The most common was an NDA," he said. "Startups
are signing tons of them. We thought, 'Let's build out this app and let
them use it.'"

Building trust before scaling

Klarity began work on its software last January; the company has four
beta customers, two of whom are live. One is reviewing 500
nondisclosure agreements per week.

Since the nondisclosure is the first document that is signed in the
enterprise software sales process, it is a chance to deliver what Antos
called "instant value"—and while the agreement is also "low value"
compared to other legal documents, he added, it also means companies
are willing to try an automated review process.

"We want our clients to trust our system; it's a way to build that trust," he
said.

Klarity is currently in the final stages of closing its seed round, Antos
said. Over the next several months, the company plans to hire two
engineers, continue fundraising, and achieve proof of concept with
nondisclosure agreements in order to address additional contracts.

"The way Klarity has been built, the plumbing is not that different for
the new document types," Nadhamuni said.

Provided by Massachusetts Institute of Technology
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