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What It Is & Why It's Your Problem in 2026

Written for General Counsels, CISOs, and Compliance Officers -- no jargon, no sales pitch.

75%

knowledge workers

69%

security leaders

use Al tools daily suspect unapproved Al use

= \WHAT IS SHADOW AI?

Shadow Al is any Al tool used without IT or legal approval -- ChatGPT,
Notion Al, Copilot, Grammarly, and dozens more installed quietly at team
level.

-> Enters via individual free or freemium accounts

-> Spreads tool-by-tool across departments undetected
-> Routinely processes confidential client data

-> Invisible to IT, Legal & Compliance teams

= \WHY 2026 IS THE INFLECTION POINT
Three major regulatory deadlines have converged:
Jun 30 Colorado Al Act -- now in effect
Aug 2 EU Al Act core obligations
Ongoing NIST Al RMF -- de facto mandatory for US federal contractors

Boards are now asking. Regulators are watching. The gap between Al
adoption and governance closes this year.

1in5

organisations hit

$650K

avg cost per shadow
by a shadow Al breach Al security incident

Sources: Microsoft Work Trend Index 2025 | Gartner 2025 | IBM Cost of Data Breach 2025

=== REGULATORY EXPOSURE

The EU Al Act classifies Al tools by risk. Unregistered high-risk tools =
direct non-compliance.

-> Fines up to EUR 30M or 6% of global annual revenue
-> Documented risk assessments required per tool
-> Data governance and processing records mandatory

NIST Al RMF requires Govern, Map, Measure & Manage -- with a
documented, approved tool inventory.

== THE $650K BREAKDOWN (IBM, 2025)
The average shadow Al-linked security incident costs:

~$220K Legal, regulatory & notification costs
~$180K Incident detection & response
~$150K Remediation & system hardening
~$100K Reputational & client loss

Most of this is preventable with a $7,500 Shadow Al Audit.

== 5 QUESTIONS YOUR BOARD WILL ASK -- AND HOW TO ANSWER THEM

Q1 Do we have a complete list of every Al tool in use?

Run a Shadow Al Audit. In 3 weeks you'll have a full inventory with risk

classifications.

Q2 Are we compliant with the EU Al Act?

Q3 What data are these Al tools processing?

Q4 What's our incident response plan for an Al-linked

breach?

Q5 Who owns Al governance in this organisation?

= WHAT A COMPLIANT GOVERNANCE POSTURE LOOKS LIKE

OK A complete, current inventory of every Al tool in use
OK  EU Al Act & NIST RMF risk classification for each tool
OK  An Al Acceptable Use Policy signed off by leadership

Ready to close your governance gap?
Book a free 30-minute Discovery Call -- shadowaigroup.com

Only if you've documented each tool's risk level and have governance policies in
place.

That requires a vendor contract audit -- most organisations don't know until they
look.

Without a documented plan, you don't have one. A 2-page Al Incident Response
Procedure fixes this.

Without a named owner it falls through the cracks. A Fractional Al Officer closes that
gap.

OK  Vendor contracts reviewed for data processing clauses
OK A named Al governance owner -- internal or fractional
OK  An Al Incident Response Procedure and staff training on file
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