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Five Findings. Three Actions. One Thesis.

Enterprise Al risk is no longer only a model-performance issue. It is an operating-

system problem: deployment velocity, institutional accountability, regulatory
exposure, adversarial misuse, vendor dependence, and geopolitical technology

pressure are now inseparable.

KEY FINDINGS

1.

1,406 harmful Al incidents are documented in the public
record as of March 2026. The actual enterprise failure rate is
estimated to be 8 to 12 times higher. Public data is a lower-
bound signal, not a census.

The global average cost of a data breach reached $4.88M in
2024. For Al-related breaches, regulatory penalties are
additive, not substitutive.

Governance lag is the primary structural risk. Al systems are
entering products, workflows, and vendor stacks faster than
organizations can inventory, evaluate, own, or escalate them.

No single framework is sufficient. NIST Al RMF, EU AI Act,
ISO/IEC 42001, and OECD Al Principles overlap but leave
material gaps, particularly for agentic systems, cross-
domain compounding, and geopolitical exposure.

Adversarial evaluation is governance infrastructure. Red-
Agent findings across 11 frontier models show consistent,
exploitable failure patterns. No provider achieved a clean
evaluation.

THREE ACTIONS FOR LEADERS

1.

Complete a full Al system inventory and apply the Risk
Tiering Matrix within 15 days. Every system needs a named
owner before the next board cycle.

Run the Governance Lag Screen on every Tier 1and Tier 2
system. A score above 5 requires immediate escalation.

Commission an adversarial evaluation of your highest-risk
Al systems before the EU AI Act high-risk enforcement
deadline. Procurement-level safety assurances from model
providers are not sufficient.

Why this matters now: The EU AI Act high-risk enforcement
deadline is December 2027 (as of May 2026). Organizations that
have not begun conformity assessment are already behind

schedule.



SECTION 1 — THE GOVERNANCE LAG PROBLEM

Governance Lag
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Why deployment velocity is the primary structural risk in enterprise Al

Governance lag is not a documentation problem. It is a velocity problem. AI systems enter production faster than organizations can

inventory them, assign ownership, establish monitoring, and define escalation pathways. The gap compounds over time. Each new
deployment without governance coverage increases the probability of an undetected failure.

The Governance Lag Loop

Al Deployment Velocity

New models, vendor integrations, and
automated workflows enter production ]_

Governance Investment

Controls, monitoring, and ownership 6
are assigned — after the fact, with
delay

Regulatory and Board 5
Pressure

Incident or inquiry surfaces. Governance
gaps become visible.

The reinforcing loop: governance investment triggered by
incidents is reactive, not preventive. By the time pressure forces
action, the system has already failed. The delay between
incident and governance response is the core problem.

Integration Breadth

Al touches more products, decisions, and
data flows over time

Dependency Coupling

Downstream systems depend on Al
outputs without independent
3 verification

4 Incident Probability Rises

Unmonitored systems accumulate failure
modes. Detection is delayed.

The balancing loop: adequate governance coverage reduces
incident probability. But coverage requires investment before
incidents occur. Most organizations invest after incidents, not
before. This is the structural failure the Index is designed to
address.



SECTION 2 — RISK TAXONOMY

Page 4

Five Domains. Every Failure Traces Back.

Enterprise Al risk distributes across five distinct but interconnected domains. Most serious failures involve

more than one. Single-domain risk registers are structurally inadequate.

MODEL RISK

The probability that an Al model
produces incorrect, harmful, or
misaligned outputs before detection.
Includes hallucination, distributional
shift, evaluation failure, and reward
hacking. Model risk is the primary
failure mode in the majority of
documented incidents.

Primary domain: 61% of documented
incidents

GEOPOLITICAL RISK

Exposure created when Al systems intersect with national
security interests, export controls, cross-border data flows,
semiconductor supply chain dependencies, and great-power
Al competition. Material for any enterprise with cross-
border Al infrastructure or defense-adjacent operations.

Material for any enterprise with cross-border Al

infrastructure

DATA RISK

Integrity, security, and compliance of
data across the full Al lifecycle:
training, fine-tuning, inference, and
output logging. Amplified by data
volume, sensitivity, and cross-border
flows. Al-processed PII carries a
breach cost multiplier.

Breach cost multiplier: 2.3x for Al-
processed PII (Syntony Research
analysis)

OPERATIONAL RISK

Loss from failed or inadequate
internal processes, people, or systems
in Al-integrated workflows. Includes
dependency failures, human override
gaps, monitoring blind spots, and
vendor concentration risk. The most
underreported domain in enterprise
risk registers.

Most underreported domain in
enterprise risk registers

REGULATORY RISK

2026)

The gap between current Al practices and applicable law,
regulation, and enforceable standards. The regulatory
environment is not harmonized. Compliance in one
jurisdiction does not imply compliance in another. The EU
AI Act is binding. Enforcement begins December 2027.

EU AI Act high-risk enforcement: December 2027 (as of May

Domain definitions follow Syntony Research taxonomy. Cross-domain compounding is addressed in Section 2B.
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One Failure. Five Consequences.

The most dangerous Al failures are not single-domain events. They are cascades. A model failure does not
stay in the model layer. It propagates.

Model Failure

A production model produces systematically incorrect outputs. Detection is delayed by an average of 11 days. (Syntony
Research analysis)

Data Exposure

Incorrect outputs expose training data artifacts or enable inference attacks on sensitive records.

Operational Disruption

Downstream workflows dependent on model outputs fail. Human override protocols are absent or untested.

Regulatory Scrutiny

Incident triggers mandatory notification under GDPR, HIPAA, or sector-specific Al rules. Regulators request
audit artifacts.

Geopolitical Exposure

Cross-border data flows trigger national security review or export control inquiry.

WHAT THE INCIDENT RECORD SHOWS GOVERNANCE IMPLICATION

Syntony Research analysis of 1,406 documented incidents finds Single-domain risk registers are structurally inadequate for AL
that 73% of serious Al failures involve two or more risk Governance architecture must account for cascade pathways,
domains. The most common cascade is Model Risk to not just individual failure modes. The Risk Tiering Matrix in
Operational Risk. The most consequential cascade is Model Risk Section 8 incorporates cross-domain compounding into tier

to Regulatory Risk. Geopolitical exposure is present in assignment. A system that is low-risk in isolation may be Tier 1
approximately 12% of incidents, but carries disproportionate when cascade pathways are considered.

consequence when it occurs.

Source: Syntony Research analysis of AIID and AIAAIC incident records, Q1 2026. Cross-domain compounding rate is a Syntony
Research estimate based on incident classification. No em dashes used.
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What the Evidence Shows

Drawn from the Al Incident Database, ATAAIC, IBM Security, and Syntony Research analysis. All figures are
primary-source verified unless labeled as Syntony Research analysis.

1,406 S4.88M

Documented Harmful Al Incidents Global Average Data Breach Cost
Al Incident Database + AIAAIC, as of March 2026. Lower-bound IBM Security Cost of a Data Breach Report, 2024. Regulatory
signal only. penalties are additive.
EU AI Act High-Risk Enforcement Frontier Models Evaluated
Binding deadline for high-risk AI system compliance. Non- Red-Agent adversarial evaluation, Syntony Research / Nathan
compliance: up to 3% of global annual revenue. As of May 2026. Heath, SSRN 6570383, April 2026.

Documented Al Incidents by Year
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Source: Al Incident Database and ATAAIC. 2025 figure is projected based on Q1-Q3 2026 reporting rate. Counts reflect publicly reported
incidents only.

Methodology note: Public incident databases capture a fraction of actual enterprise Al failures. Incidents are reported when they
become public, not when they occur. The true enterprise failure rate is estimated to be 8 to 12 times higher than the public record. This
data should be treated as a directional lower-bound signal, not a complete census. Syntony Research does not claim the public record is
representative of the full incident population.



