Al Non-Compliance
Cost Estimator

Quantifying Regulatory, Legal, and Reputational Risk in Al Systems

A practical internal tool for
compliance, legal, and Al risk teams

Prepared for strategic risk assessment and compliance planning
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This estimator provides directional risk insights and does not constitute legal advice.
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How to Use This Estimator 3

Guidance for internal risk assessment and compliance planning

What This Estimator Is

This Al Non-Compliance Cost Estimator is a structured internal tool designed to
help organizations approximate potential financial, operational, and reputational
exposure arising from Al-related regulatory non-compliance.

It brings together common enforcement patterns under:

» Data protection law (e.g., GDPR)

* Emerging Al governance regimes

* Sector-specific enforcement trends

* Operational disruption and reputational damage scenarios

The objective is not precision, but informed visibility.

What This Estimator Is Not

This estimator does not: I m po rtant N Ote

e Provide legal advice
* Replace formal compliance audits Regulatory enforcement
e Predict enforcement outcomes with certainty continues to evolve.

* Substitute regulatory or counsel review . .
This estimator reflects
All estimates are directional and intended current enforcement
to support early-stage risk awareness and decision-making.

patterns and publicly

Who Should Use This Tool observed regulatory
This estimator is intended for use by: behavior, but outcomes
e Compliance and Risk Officers may vary by jurisdiction,

e |egal and Regulatory Affairs teams

e Al Governance leads sector, and system use case.

* Product and Engineering leadership (for risk planning)

It is particularly relevant for
organizations deploying or operating
high-impact or high-risk Al systems.

How to Use the Estimator

1.Review each section carefully and answer based on current system behavior, not future intent
2.Use conservative assumptions where uncertainty exists
3.Aggregate results to understand relative exposure, not exact liability
4.Use outputs to prioritize:
o Governance gaps
o Risk mitigation actions
o Internal discussions with leadership
5.

This estimator is most effective when paired with documented risk assessments, system inventories, and
governance controls.

Disclaimer 1
This estimator provides directional risk insights for internal planning purposes only and does not constitute legal advice or a
regulatory determination.



Estimator Scope & Cost Categories

Understanding how Al non-compliance risk is translated into financial exposure

What This Estimator Measures
This estimator evaluates potential exposure
resulting from Al-related non-compliance
across multiple cost dimensions.
Rather than focusing on a single penalty,
it models aggregated risk across regulatory, legal,
operational, and reputational impacts.
It is designed to support:

e Internal risk prioritization

e Governance gap identification

e Executive and board-level discussions

Cost Categories Assessed
This estimator groups Al non-compliance
exposure into five primary cost domains:

1. Regulatory & Administrative Fines
e Civil penalties under Al governance regimes
e Data protection enforcement actions
e Administrative sanctions and corrective orders

2. Legal & Litigation Costs
e External legal counsel
e Regulatory investigations and responses
e Class actions, settlements, and dispute resolution

3. Operational Disruption
e System shutdowns or deployment delays
e Emergency remediation and model retraining
e Engineering and compliance rework

4. Revenue & Market Impact
e Lost contracts or delayed product launches
e Customer churn following enforcement actions
e Reduced market access or geographic restrictions

5. Reputational & Trust Damage
e Brand erosion and public scrutiny
e |ncreased customer acquisition costs
e Talent attraction and retention challenges

Key line (important):
In practice, indirect costs frequently exceed
the initial regulatory fine.

How to Interpret Results

How to Interpret Results
Outputs generated by this estimator:

e Represent directional exposure
ranges, not exact liabilities

e Reflect cumulative risk rather
thanisolated events

e Should be interpreted relative
to organizational size, sector,
and Al system impact

The estimator intentionally favors
conservative assumptions where
uncertainty exists.

Important Context

Actual enforcement
outcomes depend on:

e Jurisdictional interpretation

e Regulatory discretion

e System impact severity

e Organizational response
maturity

This tool reflects
observed enforcement
patterns and regulatory
expectations,

not guaranteed outcomes.

Disclaimer:
This estimator provides directional insights for
internal planning purposes only
and does not constitute legal advice
or regulatory determination.
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Organizational & Al System Profile ;

Establishing baseline context for Al non-compliance risk estimation

Organization Context
Select the option that best reflects
your organization’s current state.

1. Organization Size

e [ Startup / Early-stage

e 0 Small-Medium Enterprise (SME)

e 0 Large Enterprise

e 0 Multinational / Global Organization

2. Primary Operating Regions
* 0 European Union

» 0 United States

» 0 United Kingdom

0 Asia-Pacific

« 0 Multiple / Global

3. Industry / Sector Exposure

e 0 Technology / SaaS

e 0 Financial Services / FinTech
e 0 Healthcare/ Life Sciences

e 0 Retail / Consumer Platforms
e 0 Government / Public Sector
e 0 Otherregulated industry

Risk Sensitivity Signals
Select all that apply.

O System processes personal
or sensitive data

o Decisions materially
affect individuals or groups

0 Model behavior is not
fully explainable

o Training data provenance
is partially unknown

O Third-party models or APIs
are used

0 Model outputs influence legal,
financial, or safety outcomes

Al System Characteristics

Answer based on current
production use, not planned or
experimental systems.
4. Al System Deployment Status
e 0 Experimental / Pilot
e 0 lInternal-use only
e 0 Customer-facing
e 0 Fully production-critical

5. Primary Al Use Case

o Hiring / HR decision-making

0 Credit scoring / financial decisions
0 Healthcare or diagnostic support
o Content moderation or ranking

o Surveillance / monitoring

o General decision support

6. Level of Automation

e 0 Human-in-the-loop
e 0 Human-on-the-loop
e 0 Fully automated decisions

Important Guidance
Selections on this page
establish baseline
exposure assumptions.
Higher automation,
sensitive data use,
and cross-jurisdiction
deployment significantly
increase
downstream
risk estimates.

Disclaimer:
This estimator provides directional risk insights for
internal planning purposes only and does not
constitute legal advice or a regulatory determination.

© Al Governance Desk — Internal & Advisory Use



Risk Factor Scoring Matrix

Translating system characteristics into relative non-compliance risk signals

Each category below reflects a major regulatory and enforcement risk driver observed across global Al governance regimes.
Select the option that best reflects your current system state.

Core Risk Dimensions 5. Enforcement &
Each category below reflects a major Public Scrutiny Risk

regulatory and enforcement risk driver
observed across Al governance regimes.

o0 Low — Limited enforcement
history in sector

1. Regulatory Exposure Level 0 Medium — Increasing regulatory
o Low — Minimal regulatory oversight or media attention

or limited enforcement history 0 High — Active enforcement,
o0 Medium — Active regulatory litigation, or public scrutiny

interest or evolving compliance obligations
o High — Explicit regulatory obligations
or high-risk system classification

Deployment Scale & Reach
o Low — Limited internal
or pilot deployment
2.Data Sensitivity & Privacy Risk 0 Medium — Single-market
or moderate scale
o High — Cross-border,
large-scale, or consumer-facing

o Low — No personal or sensitive
data processed
0 Medium — Standard personal

data with safeguards deployment
o High — Sensitive, biometric, How to Interpret Risk Scores
health, financial, or children’s data e Scores represent relative risk intensity,

not legal conclusions

3.Automation & Human Oversight e Higher scores indicate increased

0 Low — Human-in-the-loop regulatory attention likelihood
decision-making e Risk signals should be reviewed
0 Medium — Human-on-the-loop in aggregate, not individually
oversight e Results must be interpreted in
0 High — Fully automated organizational and jurisdictional context
decisions with material impact
Important Guidance
4. Model Transparency & ) P : :
. - Risk scores on this page establish
Explainability : :
_ input assumptions for downstream
o Low — Fully explainable or rule-based cost estimation.
system Higher cumulative risk signals
0 Medium — Partial explainability or typically correlate with:
documented limitations e Increased enforcement scrutiny
o High — Black-box or e Broader remediation obligations
non-interpretable models e Elevated legal and
reputational exposure
TS eEmion ez These scores do not represent
directional risk insights . .
for internal planning purposes violations,
only and does fines, or guaranteed outcomes.
not constitute
legal advice or regulatory 4
determination. © Al Governance Desk — Internal & Advisory Use




Cost Multiplier Framework
Translating cumulative risk sighals into estimated financial exposure ranges

This framework converts aggregated risk signals from the scoring matrix into relative cost multipliers
applied across regulatory, legal, operational, and reputational impact categories.
Estimated ranges are directional, not predictive.

Base Cost Domains

Each domain represents a category of cost Risk-Based Cost Multlpllers
commonly observed following Al-related Risk scores from
regulatory enforcement or compliance failure. Page 5 increase base costs

. . . using cumulative multipliers.
1. Regulatory & Administrative Fines

o Al governance regime penalties Multiplier Bands (Example Structure)
o Data protection enforcement actions - Low Aggregate Risk
o Administrative sanctions or corrective orders oLt = rl bseline Tijpeet

* Medium Aggregate Risk

- x2 — x4 baseline impact

« High Aggregate Risk

-> x5 — x10+ baseline impact

Base Reference:
Low -» Medium - High regulatory exposure

2. Legal & Litigation Costs ' . '
Higher multipliers reflect compounding

0 External legal counsel effects across domains.

0 Regulatory investigations and responses

o Class actions, settlements, dispute resolution

Important Guidance
Cost multipliers reflect compounded risk,
not single events.

Base Reference:
Legal complexity x duration x jurisdiction count

3. Operational Disruption Higher cumulative risk scores are
0 System suspension or deployment freezes typically associated with:
0 Emergency remediation and model retraining
0 Engineering, compliance, and documentation rework

Broader regulatory scrutiny
Multi-domain enforcement actions
Extended remediation timelines
Elevated legal and reputational costs

Base Reference:
Operational dependency and system criticality

4. Revenue & Market Impact .
o Delayed or canceled product launches These estimates do not represent
0 Lost contracts or procurement restrictions fines, violations, or guaranteed outcomes.

o Customer churn or reduced market access

Base Reference:
Market exposure and revenue concentration

5. Reputational & Trust Damage

o Brand erosion and public scrutiny
O Increased customer acquisition costs This estimator provides directional cost insights for

o Talent attraction and retention challenges internal planning purposes only and
does not constitute legal advice, financial advice,
or regulatory determination.
Base Reference: 5

Visibility x severity x duration of impact © Al Governance Desk — Internal & Advisory Use



Estimated Al Non-Compliance Exposure Summary 9

Executive-level overview of potential cumulative exposure across regulatory, legal,
operational, and reputational domains
o ot
This summary consolidates the outputs of the risk scoring and cost multiplier framework to present an
estimated directional exposure range.
The figures below are intended to support internal risk prioritization, governance planning, and executive

discussion, not financial forecasting or legal conclusions.
-Poo 0 =
Estimated Cumulative Exposure Range

Recommended Governance Actions
e Prioritize remediation for

Low Risk Profile highest cumulative risk domains
* Limited enforcement exposure * Initiate or update Al risk
« Contained operational impact classification and documentation

e Conduct targeted audits or

. . red-teaming where applicable
.Mode.rate Risk Prpﬁle . e Align executive leadership on
e Multi-domain exposure with regulatory scrutiny

. . ] acceptable risk thresholds
e Remediation and compliance costs likely

* Prepare evidence artifacts for
potential regulatory inquiry

High Risk Profile

e Sustained regulatory attention
e | egal actions, operational disruption,

and reputational impact |mportant Guidance

A Exa;t currency figures are - sitsied FanEes A
'ntent'on.au.y e?(Cl.Uded to s directional, not predictive
preserve jurisdictional flexibility. e Outputs do not

represent fines, violations,

. . . . or legal findings
Relative Contribution by Cost Domain 5 Tt SRy Sneule

0oo000 Regulatory & Administrative Fines be reviewed alongside:
oooo Legal & Litigation Costs Internal risk assessments

. . . o System inventories
noo Operatlonal DlsrUptlon o Governance documentation
00 Revenue & Market Impact o Legal and compliance review
O Reputational & Trust Damage

o

The distribution reflects observed enforcement
patterns, not guaranteed outcomes.

Key Interpretation Notes

e Exposure reflects cumulative risk, not single enforcement events

e Higher scores amplify duration, scope, and remediation intensity

e Indirect costs frequently exceed direct regulatory penalties

e Results must be interpreted within organizational and jurisdictional context

6

This estimator provides directional insights for internal planning purposes only and does not constitute legal advice, financial advice, or regulatory
determination.
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the organization may choose to:

Executive Review & Governance Sign-Off '

Formal acknowledgment of Al non-compliance risk review and governance consideration

This page documents executive awareness and internal review of the estimated Al non-compliance exposure outlined in this report.
Itis intended to support governance accountability, leadership alignment, and internal decision-making processes.

Review Scope

This review confirms that:

e The Al systems assessed have been reviewed at a high level
e Risk signals and exposure estimates have been considered
* No legal, financial, or regulatory conclusions are implied

This sign-off does not indicate regulatory approval or compliance certification.

By signing below, the reviewer(s) formally acknowledge that:

e The estimator provides directional insights, not guarantees

e Outputs are intended for internal planning purposes only

e Further analysis, audits, or legal review may be required

e Risk acceptance and remediation decisions remain organizational responsibilities

Role / Title Signature

Executive Sponsor

Compliance / Risk Lead

Legal / Governance Reviewer

Following this review, Important Notice

This document does not

Initiate targeted remediation or governance updates constitute legal advice,
Conduct deeper technical, legal, or compliance audits financial advice, regulatory
Update Al system documentation and risk classifications approc:;acl’ocr’;:ﬁ;zggat'on
Align leadership on acceptable Al risk thresholds '

All estimates are indicative
and subject to jurisdictional
interpretation and
enforcement discretion.

This document is intended solely for internal governance, planning, and advisory purposes.
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Al Governance Desk provides practical governance tools, compliance
frameworks, and readiness assessments to support organizations
deploying or managing Al systems under emerging global Al
regulations, including the EU Al Act.

Our resources are designed to support internal governance, risk
management, compliance planning, and executive decision-making
across high-impact and high-risk Al use cases.

Why This Document Matters
This estimator is designed to help organizations:

e Understand potential financial, operational, and reputational
exposure from Al non-compliance
e Translate regulatory risk signals into executive-relevant insights
e Support internal risk prioritization and governance planning
e Prepare for regulatory scrutiny, audits, and compliance discussions
e Improve transparency, accountability, and organizational Al risk awareness

Who Should Use This Document
This document is intended for:

e Compliance and risk management teams

e Legal and regulatory affairs professionals

e Al governance leads and data protection officers

e Product owners and Al system managers

e Internal audit and assurance teams

e Executive leadership overseeing Al strategy and risk

A DISCLAIMER

Al Governance Desk resources provide directional governance insights for internal planning purposes only.
They do not constitute legal advice, financial advice, regulatory approval, or compliance certification.

Organizations should seek qualified legal, regulatory, or professional guidance before making compliance or risk
decisions.

© Al Governance Desk — Internal & Advisory Use 8
This document supports governance readiness and does not constitute legal advice.



