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— A NOTE FROM AEREN LPO —

”e kept watching organizations make the same mistake.

A breach happens. IT springs into action, systems isolated, forensics
underway, communications drafted. Everyone is doing their job. But legal
isn't in the room. By the time counsel gets involved, the damage isn't from
the breach. It's from the response. Privilege waived. Evidence mishandled.

Regulatory deadlines missed.

Breaches aren't IT problems that legal reviews afterward. They're legal
events from minute one.

This book is for the general counsel, CLOs, and law firms who already
know that and want a framework to act on it. How to preserve defensibili-
ty, meet obligations, and lead the response from the start, not after the

fact.

At Aeren, we work with law firms in these exact moments. We've seen what
works and what fails. This book distills those lessons.

The next breach is coming. Legal needs to be ready first.

- Aeren LPO




SAEREN| PO

...providing more with much less

Chapter 1

The New Reality of Data Breaches

1.1 Breaches in the Digital Economy

The notification arrived at 2:47 AM on a Tuesday. By
3:15 AM, the General Counsel was on a conference call.
By 6:00 AM, the CEO was briefing the board. By 9:00
AM, the company’s stock had dropped 12%. The breach
itself? Discovered three months earlier, sitting
undetected in their systems.

That sequence reveals something fundamental about
modern breaches: the first real responders are legal and
executive, not technical. The IT team may be working
in parallel, but the event escalates immediately as a
legal, financial, and governance crisis long before the
technical facts are fully understood.

The average cost of a data breach in the United States
now exceeds $9.4 million, according to IBM’s most
recent Cost of a Data Breach Report. But that number
hides what actually drives impact. Forensic
investigation and system remediation typically account
for less than 20% of total breach costs. The remaining
majority comes from legal notification requirements,
regulatory fines, litigation defense, settlements,
regulatory investigations, lost business, and long-term
reputational damage. Costs that continue long after
systems are technically secured.

This reflects a deeper shift in the digital economy.
Modern enterprises operate across multiple cloud
environments, rely on extensive third-party ecosystems,
move data across borders, and manage information
governed by overlapping privacy and cybersecurity
regulations. At the same time, data has become a
primary asset. Market value is now driven less by
physical infrastructure and more by intangible assets
like customer data, proprietary information, and digital
trust.

That shift fundamentally changes what a breach means.
When a manufacturing facility fails, it is an operational
problem. When a store is robbed, it is a security
problem. When an organization experiences a data
breach, it instantly becomes a legal problem, a
regulatory problem, a contractual problem, a fiduciary
problem, and often a securities problem, well before it
is fully understood as a technical one.

The interconnected nature of modern systems amplifies
these consequences. A single compromised vendor can
cascade into breaches across dozens of downstream
organizations. Supply-chain attacks have become a
preferred strategy precisely because they turn one
technical failure into many simultaneous legal events
across an ecosystem.

Financial markets have already absorbed this reality.
Breach disclosures now trigger stock-price reactions
comparable to missed earnings. Credit rating agencies
factor cybersecurity posture into assessments. M&A
due diligence treats breach history as a material

valuation issue. Cyber insurance has now changed from
a niche product to a core risk-management tool,

complete with strict legal and procedural requirements.

For organizations operating in the digital economy, the
central question is no longer how to prevent every
intrusion. It is how to meet legal obligations, manage
exposure, and preserve enterprise value when an
intrusion inevitably occurs. In this environment, the
question is not if a breach will happen, but when.




1.2 Why “Technical Problem” Thinking Is
Outdated

For the first decades of the internet, breach response
was largely a technical exercise. An attacker exploited a
vulnerability, systems were patched, controls were
improved, and the incident ended. Legal consequences
were limited. Notification laws were rare. Regulatory
scrutiny was minimal. Litigation was uncommon.

That model no longer applies. Treating breaches
primarily as technical problems is now actively
dangerous.

The Fatal Timeline Mismatch

Technical response follows a logical progression: detec-
tion, containment, eradication, recovery, and lessons
learned. That process can take weeks or months, and
from a tech standpoint, that pace makes sense.

Legal obligations operate on a different clock. Notifica-
tion laws require disclosure within 30-60 days of
discovery, not certainty. Regulators expect prompt
reporting even while investigations are incomplete.
Contractual obligations often impose even tighter time-
lines. Delay, however reasonable from a technical
perspective, can later be framed as negligence, bad
faith, or reckless indifference.

Organizations trapped in technical problem thinking
often make a critical mistake: they delay involving legal
counsel until they believe they “have the facts.” In prac-
tice, this means early decisions are made without under-
standing legal duties, privilege implications, or regula-
tory exposure. From a legal standpoint, those early
decisions often matter most.

Actions taken for sound technical reasons can create
severe legal consequences. Deleting systems to contain
a threat can mean destroying evidence. Notifying some
customers before others can create disparate-treatment
claims. Conducting investigations without counsel
oversight can waive privilege over findings that later
become central in litigation or regulatory actions.
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The Cost Blind Spot

Technical teams naturally focus on costs they can see
and control: forensics, remediation, and security
improvements. These costs are real, but they represent
only a fraction of total exposure. The highest costs, like
notifications, fines, settlements, litigation, customer
attrition, increased insurance premiums, depressed
valuations, and executive distraction, sit largely outside
the technical domain.

As a result, organizations often declare a breach
“resolved” when technical remediation ends, precisely
when legal and business consequences are only begin-
ning. Technical success does not equate to organiza-
tional safety.

Inadequate Legal Infrastructure

Organizations that frame breaches as technical prob-
lems invest heavily in technical defenses. These invest-
ments are necessary, but they are incomplete. Breach
response also requires legal infrastructure: pre-estab-
lished breach counsel, incident response plans built
around legal obligations, escalation protocols that
involve counsel early, forensic arrangements structured
to preserve privilege, jurisdiction-ready notification
templates, insurance coverage aligned with real expo-
sure, and board-level governance treating breach
preparedness as enterprise risk.

When this infrastructure is absent, organizations
attempt to build it in real time, under pressure, with
incomplete information, and while legal obligations are
already running.

Adversaries Exploit the Gap

Modern threat actors understand this weakness. Ran-
somware groups exfiltrate data specifically to trigger
notification and litigation risk. Attackers research regu-
latory environments to maximize pressure. Dwell time
is extended to increase uncertainty about what data was
accessed, expanding legal exposure. Some groups now
explicitly threaten disclosure to regulators or plaintiffs’
lawyers as leverage.




A framework that treats breaches as purely technical
failures has no answer to adversaries who are deliber-
ately targeting legal and business consequences.

The Accountability Problem

Framing breaches as technical problems also distorts
accountability. Technical teams become the focal point
of response despite lacking authority over legal strate-
gy, regulatory engagement, disclosure decisions, or
litigation. This creates a dangerous mismatch between
decision-making power and organizational exposure.

The correct model is not that lawyers replace technolo-
gists, but that breaches are legal events that require
technical expertise. Legal counsel leads because the
event itself is legal in nature. Technical teams investi-
gate and remediate within a framework designed to
meet legal obligations, preserve privilege, and mini-
mize exposure.

Organizations that perform well in breach response
already operate this way. They measure success not by
how fast systems are restored, but by whether obliga-
tions are met, exposure is controlled, and the enterprise
remains viable.

This coordination requires more than good intentions. It
demands established processes, clear roles, and teams
experienced in managing the intersection of legal obli-
gation and technical reality. Organizations increasingly
turn to specialized legal process outsourcing partners to
bridge this gap. At Aeren LPO, we've supported breach
response teams across sectors from finance to health-
care, the environments where legal notification, foren-
sic coordination, and insurer engagement must align
seamlessly under extreme time pressure. What we've
observed consistently is that early coordination between
legal and technical teams, structured around legal time-
lines rather than technical comfort levels, materially
reduces both exposure and recovery time.

The pattern is clear: organizations that embed legal
expertise into the response from hour one, rather than
day thirty, perform measurably better across every
dimension that matters, regulatory outcomes, litigation
exposure, cost containment, and business continuity.
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1.3 Breaches as Enterprise-Wide
Disruptions

When the Colonial Pipeline breach occurred in May
2021, the technical entry point was straightforward:
ransomware deployed through a compromised VPN
account. But the consequences were not. Fuel shortages
spread across the Southeast. Flights were disrupted.
States declared emergencies. Federal authorities inter-
vened. Financial markets reacted. The effects lasted far
longer than the technical incident.

This pattern is now typical. Breaches are no longer
localized IT events; they are enterprise-wide disrup-
tions that affect operations, finance, legal, compliance,
communications, investor relations, human resources,
and executive leadership simultaneously.

Operational impacts are immediate. Systems must be
isolated, access restricted, and workflows disrupted
during forensic investigation and containment. Reve-
nue loss follows quickly, often at the exact moment
customer trust is most fragile.

Financial disruption extends beyond lost sales. Organi-
zations must forecast uncertain costs, fund immediate
response efforts, manage contingent liabilities, and
address potential impacts on credit, valuation, and capi-
tal access, all before the breach scope is fully known.

Legal and compliance functions face overlapping obli-
gations across privacy, securities, consumer protection,
contract, and employment law. Each carries distinct
deadlines, regulators, and risks, all operating while
facts are still emerging.

For public companies, securities implications arise
immediately. Disclosure decisions, earnings calls,
analyst scrutiny, and market reactions must be carefully
coordinated. Every statement becomes potential
evidence if later shown to be inaccurate.




Communication complexity multiplies. Customers,
employees, partners, regulators, media, and investors
all require information (often different information)
delivered through different channels, under intense

scrutiny, and with legal consequences for inconsistency.

Executive leadership bears sustained pressure. Breach
response consumes time, attention, and decision-mak-
ing capacity for months or years, diverting organiza-
tional energy from growth and strategy. Litigation,
regulatory investigations, and insurance disputes persist
long after technical recovery.
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This reality demands enterprise-level preparedness.
Incident response plans must be cross-functional.
Governance must sit at the executive level. Simulations
must involve legal, finance, communications, and
leadership, not just IT. Organizations that plan and
govern breach response at the enterprise level are the
ones that meet obligations, control damage, and emerge
intact.

The modern data breach is not a discrete technical
incident. It is a complex legal event that disrupts the
entire organization. Recognizing this reality is not
pessimism; it is realism. And realism is the foundation
of effective breach preparedness in the digital economy.




