[ ENTERPRISE Al RISK ]

Al Systems Create New Enterprise Data Pathways
That Traditional Governance Cannot Control

Understanding exposure points, control layers, and governance decisions.




THE EXECUTIVE PROBLEM

Al Introduces Data Flows That Existing Governance
Was Not Designed To Manage.

Leadership teams face a structural challenge: Al tools are spreading faster than the governance frameworks designed to control them.

Invisible Data Movement Outside Traditional Governance Innovation vs. Risk Tension
Al systems transmit enterprise data across Many Al tools bypass standard Organizations face pressure to adopt Al
multiple services, often without traditional procurement, security review, and quickly while lacking mature frameworks to

logging or visibility. access management processes. manage data exposure.



A KEY INSIGHT

Al systems introduce new enterprise data pathways that

traditional governance frameworks were never designed to control.

Organizations that manage this risk effectively focus on three actions::

e |dentifying data interaction boundaries
e Designing governance across the full Al stack

e Enabling controlled innovation rather than unrestricted access



CORE SYSTEM ARCHITECTURE

Al Creates New Pathways for Data Movement

A

Model Generated
User Input Al Interface , External Data
Processing Output

Each transition introduces a new enterprise data boundary where information is transmitted, transformed, or exposed.



RISK MAPPING

Enterprise Al Risk Appears at Interaction Boundaries

Enterprise data risk in Al systems does not originate inside the
model itself — it emerges at the edges, where systems, users,
and third parties intersect.

Each boundary is a potential exposure point that requires deliberate governance design.

User Prompt

Sensitive data entered directly by employees

Data Retrieval

Internal systems accessed by Al without scoped permissions

Model Training

Enterprise content potentially absorbed into model weights

Third-Party Processing

Data routed to external vendors or APIs outside enterprise control

Generated Outputs

Responses may inadvertently expose or reconstruct restricted data



The Enterprise Al Risk Stack

Governance applied only at the interface layer cannot control risk deeper in the system stack.

Effective governance must be designed at every layer — not just at the application surface. Each tier introduces distinct vulnerabilities and requires tailored controls.

1 User Layer

p) Application Layer

3 Model Layer

4 Data Layer

5 Infrastructure Layer

Governance gaps at lower layers — data and infrastructure — undermine controls applied at higher layers.

Organizations must address the full stack, not just the user interface.



RISK ALIGNMENT

Governance Must Align with System Risk Layers

User Layer - policy & training

1

p) Application Layer - tool approval

3 Model Layer - vendor controls

4 Data Layer - access boundaries

5 Infrastructure Layer - cloud governance



POLICY OPTIONS

Organizations typically adopt one of three Al governance postures.

Restrict Open Access
Limit Al use to a narrow set of approved tools. Allow broad experimentation with
Minimizes exposure but slows innovation. % minimal restrictions.

Accelerates innovation but increases

exposure risk.

J

Controlled Access

Provide approved Al platforms within
structured governance.
Balances innovation with enforceable

safeguards.



DECISION FRAMEWORK

Balancing Innovation Value Against Data Risk
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Reading the Matrix

Controlled Access occupies the optimal zone — delivering meaningful innovation value
while maintaining structured risk boundaries.

Restrict reduces risk but limits competitive advantage.
Open Access accelerates experimentation at the cost of data exposure.

Most enterprises converge on Controlled Access as the sustainable operating model.



OPERATING MODEL

Al Governance Requires Cross-Functional Coordination

No single team owns Al risk.

Effective Al governance requires coordination across four core functions.

= T O Security
1

Manages platform approvals, integration standards, and Owns threat modeling, data loss prevention, and monitoring

technical access controls across Al tooling. for Al-related exposure events.
[ .
éj_@ Legal Business Teams
Advises on regulatory compliance, vendor contract terms, Define use case requirements, acceptable risk thresholds,

data residency, and liability boundaries. and operational accountability for Al deployment.



EXECUTIVE ACTION

Three Decisions Every Leadership Team Must Make

1 Al Access Model 2  Data Exposure Tolerance 3 Governance Structure

Define which Al platforms are approved Establish policies for which data types Assign clear accountability for oversight,

and what data they may access. may interact with Al systems. monitoring, and enforcement.



Al Risk Is a Governance Design Problem

Organizations that manage Al risk most effectively are not those with the most restrictive policies — they are the ones that deliberately

design how Al interacts with enterprise data.

The Real Issue The Path Forward

Al risk does not originate in the technology. It originates in Leaders who treat Al governance as a strategic design

the absence of clear decisions about access, accountability, exercise — not a compliance checkbox — will build the

and data boundaries. durable frameworks needed to operate at scale.
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