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REGULATORY PRESSURE

“The EU Al Act regulatory pressure has started the drive of a global Al governance market
forecast to grow at 35.5% CAGR to $4.8B by 2034”

(#") $4.8B AI Governance Market:

Reference Note 1: Al Governance Market Size ($4.7bn)

POLARIS

Market Research
Report

OPPORTUNITY

Source: Polaris Market Research — Al in Governance Market Share, Size, Trends, Industry
Analysis Report, 2024—-2032

URL: https://www.polarismarketresearch.com/industry-analysis/ai-in-governance-market

Summary:

Polaris Market Research projects the global Al in Governance market to reach $4.69billion by 2034,
growing from $304.36 million in 2025 at a 35.5% CAGR.

This figure represents the total addressable market for enterprise Al governance platforms,
compliance automation, risk management tooling, and oversight infrastructure.

Relevance to “Governance Gap” Narrative:

The $4.7bn figure reflects the rapidly expanding demand for enterprise-grade Al governance
solutions driven by regulatory pressure (EU Al Act, global frameworks), accelerated Al adoption,
and the widespread maturity gap in corporate Al controls.


https://www.polarismarketresearch.com/industry-analysis/ai-in-governance-market

,..m Al'in Governance Market Size, Share, Trends, & Industry Analysis Report : By Component

(Solution and Services), By Deployment, By Organization Size, By Vertical, and By Region -
Market Forecast, 2025-2034
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Al in Governance Market
Market Trends & Key Players

MARKET RESEARCH
USD 304.36 Mn
Market Size 2025

| CAGR 2025-2034

Market Trends Key Players

+* Increasing Need for Efficient Data Management -  Amazon Web Services, Inc.
#* Growing Demand for Enhanced Public Service « C3ai, Inc.

Delivery
% Rising Emphasis on Transparency and Google LLC (Alphabet Inc.)
USD 4,686.36 Mn Accountability + International Business Machines Corporation (IBM)
Market Size 2034 *  Microsoft Corporation

R.Pﬂn ngh"ghtﬁ *  NVIDIA Corporation

* Oracle Corporation
# The ariificial intelligence (Al) in governance « Palantir Technologies Inc.
market encompasses the utilization of Al tech- | gap g
nologies across various govermnmental and _
public sector functions. SAS Institute Inc.

Source:www.polarismarketresearch.com




Reference Note 2: Al Governance Market Size ($4.8bn)

Source: Precedence Research — Al in Governance Market Share, Size, Trends, Industry Analysis
Report, Last Updated : 20 Nov 2025 |

URL: https://www.precedenceresearch.com/ai-governance-market

E Revenue, 2024 1 A Forecast Year, 2034 J-""fl CAGR, 2025- 2034
227.65Mn 4,834.44Mn ﬂnl}}) 35.74%

What is the Al Governance Market Size?

The global Al governance market size is valued at USD 309.01 million in 2025 and is predictied 1o increase
from USD 419.45 million in 2026 1o approximately USD 4,834.44 million by 2034, expanding at a CAGR of
35.74% from 2025 1o 2034. The market growth is attributed to the rising adoption of Al across various

industries and the need for transparent, accountable decision-making frameworks.

Precedence Al Governance Market Size 2025 to 2034 (USD Million)
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https://www.precedenceresearch.com/ai-governance-market

Al Governance Market: Why these two are reliable Mid-Band Estimates

Precedence Research and Polaris Market Research offer the most methodologically
consistent and domain-specific forecasts for the emerging Al Governance category. Both define the
market narrowly—focusing on governance tooling, risk management, compliance infrastructure, and
model oversight—avoiding the inflation seen in broader “Al ethics” or “Al risk” reports.

Precedence Research (Nov 2025)

» 2034 Market Size: USD 4.83B

+ 2025 Baseline: USD 309M

* CAGR (2025-2034): 35.74%

* Why it’s credible:» Clear segmentation of governance-specific software and services
* Long-horizon forecast aligned with regulatory adoption cycles

« Strong methodological transparency and consistent historical back-testing

Polaris Market Research

» 2032—-2033 Market Size: ~USD 4.8B

* Why it's credible:* Focuses specifically on Al governance, not adjacent Al ethics markets
» Uses enterprise adoption curves tied to compliance mandates

* Aligns closely with Precedence’s long-term trajectory

Convergence Around a ~$4.8B Market

Forecasted Time

Why It's Consldered Rellabl
Market Slze Horlzon ¥R Ranscer sHaniE

Analyst Flrm

= Governance-specific segmentation
= Long-horizon modeling aligned with

Precede Res h
ecedence earc UsSD 4.838 2034 regulatory cycles

(o 2N = Tramsparent methodology and
histarical back-festing
= Marrow definition focused on
governance tooling

Palarls Market ~USD 4.8 2032- = Enferprise adoption curves tied o

Research 2033 compliance mandates

= Independent alignment with
Precedence's frajectory

Strategic Insight

Both firms independently converge on a ~54.88 global Al Governance market in the early-2030s.

Their aligned methodologies and focused definitions create a credible, defensible mid-band

estimate for investors, requlators, and enterprise buyers.




THE $4.8 BILLION
GOVERNANCE GAP

THE MARKET OPPORTUNITY & HOW WE ACCESS IT

Enterprise Al Protection is 2026's Most Urgent Infrastructure Play

A Position Statement on Constitutional Memory ENTERPRISE

BlackVault™ — The Only Al Governance Platform Where Your Data Never Leaves
Your Control

EXECUTIVE SUMMARY

The enterprise world faces an unprecedented governance crisis: 92% of Fortune 500 companies
use ChatGPT, yet 71.2% of all Al-related data exposures occur through this single platform. The
market has bifurcated into two untenable extremes:

Large Enterprises ($100M+ spend) Everyone Else (99% of businesses)
Build proprietary Al platforms with Choose between blanket bans or ungoverned
dedicated security teams risk acceptance

BlackVault™ — Constitutional Memory's enterprise Al governance platform — addresses the $4.8
billion governance gap by providing enterprise-grade Al governance at mid-market pricing, with a
unique architectural advantage: complete data sovereignty. Unlike ChatGPT Enterprise (where all
your data goes to OpenAl's servers) or surveillance tools (that monitor but don't enhance),
BlackVault™ operates as secure middleware — your employee profiles, company context, and chat
history stay in YOUR vault while Al providers receive only anonymised, stateless queries.

The Market Urgency: Three Converging Forces

Force Detail

1. Regulatory Tsunami EU Al Act enforcement August 2025; 550+ US state bills; global data
localisation laws

2. Explosive Adoption 28% of US employees now use Al at work — 8% year-on-year growth

3. Catastrophic Exposure  87% of sensitive data leaks via personal ChatGPT accounts; 71.2% of all
exposures through ChatGPT



The BlackVault™ Difference

Employees 62% better Al responses (validated Proof of Concept)

Employers Complete data sovereignty + EU Al Act-compliant governance

Al Providers Receive zero company data — stateless, anonymised API calls only

Global Operations Wo:'(t?'tindChina, Russia, MENA — data stays local; competitors are legally
prohibite

Market Opportunity

Global TAM $42.5B-$76B (data sovereignty architecture opens restricted global
markets)

5-Year Revenue Target €1B-€1.32B (Year 5, Alliance + licensed enterprise + PRO)

Go-To-Market European Al-Governance Alliance — 10-14 founding enterprise

members, 2-5M governed employees from Day 1

This is not a "nice to have" productivity enhancement — it is survival infrastructure for the
enterprise Al era, and the only solution that solves compliance, enhancement, and data
sovereignty simultaneously. BlackVault™ is being deployed through the European Al-
Governance Alliance — European-owned, European-governed, permanently beyond US
acquisition.

1. THE GOVERNANCE CRISIS: BY THE NUMBERS

The Adoption Explosion

The enterprise Al revolution is not coming — it arrived in 2024

Metric ' Figure Source

Fortune 500 companies using ChatGPT 92% OpenAl, 2025
ChatGPT Enterprise seats deployed 1.5 million OpenAl, 2025
globally

US employees using Al for work (2024) 28% (up from 8% in 2023) Industry research
Weekly ChatGPT users globally 800 million OpenAl, 2025
YoY growth in ChatGPT Enterprise 8x OpenAl, 2025

message volume

Increase in reasoning token consumption 320x OpenAl, 2025
per org



The Data Exposure Crisis

Recent analysis by Harmonic Security reveals the catastrophic scope of ungoverned Al usage:

Exposure Metric Finding

Share of enterprise data exposures via ChatGPT 71.2%
Sensitive data leaks via ChatGPT Free (personal 87%
accounts)

Total exposures via personal/free accounts at work 17%

Different Al tools detected in enterprise environments 661

Sensitive data instances exposed in 6-month study 98,034
period

Translation: Employees are using personal ChatGPT accounts to process confidential
company data because enterprises have not provided governed alternatives. The
governance infrastructure has not kept pace with Al adoption.

The Bifurcated Market Reality

Tier Who Current Approach Cost per Governance
Employee/Year Quality
Tier 1: Large  $10B+ revenue Build proprietary Al $2,000-$5,000 Complete —
Enterprise companies platforms (JPMorgan's LLM, but only 1%
Goldman's GS-GPT) of

companies
can afford it

Tier 2: Mid- $100M-$10B ChatGPT Enterprise + DLP ~ $900-$1,200 Partial —

Market revenue tools + CASB + SIEM audit logs
only; data
still leaves

the company

Tier 3: SMB  <$100M revenue Binary choice: ban Al $0 (no solution None —
entirely or accept exists) 85% of
ungoverned risk enterprises

unserved

THE GAP: 85% of enterprises — the entire mid-market and SMB segment — lack any
affordable Al governance solution that delivers data sovereignty. The European Al-
Governance Alliance exists to close this gap.



2. THE BLACKVAULT™ ADVANTAGE: COMPLETE DATA

SOVEREIGNTY

The Fundamental Architectural Difference

Most Critical Point for Enterprise Decision-Makers:

BlackVault™ operates as secure middleware between employees and Al chatbots. All
employee profiles, company context, and chat history are stored ONLY in BlackVault's
encrypted system — NEVER shared with or retained by Al providers. This is not just a
feature. It is the fundamental competitive moat that enables premium pricing, global
expansion, and regulatory compliance that competitors cannot match.

How It Works: The "Black Box" Architecture
Traditional ChatGPT Enterprise Model

Employee — ChatGPT Enterprise — OpenAl Servers (United States)
ALL DATA STORED BY OPENAI:

* Employee profiles * Complete chat history *+ Company context ¢ Proprietary
methodologies ¢ Client and project details

Privacy Problem: Your proprietary knowledge, employee contexts, and complete chat histories
reside on OpenAl's servers in the United States. Even with "no training" promises, data leaves
your control — and US CLOUD Act jurisdiction.

BlackVault™ (Constitutional Memory) Model

Employee Query

!

BlackVault™ Gateway (Your Vault)

* Encrypted employee profiles (170-question assessments)
» Complete chat history archive (yours, not OpenAl's)

* Company-specific context database

* Role-specific knowledge bases

l
CONTEXT INJECTION + SENSITIVE DATA FILTERING

!
Stateless API Call to ChatGPT / Claude / Gemini

v Anonymised, context-enriched query
X NO employee names or profiles

X NO company identifiers

X NO chat history

X NO proprietary data

!

Al Provider Returns Enhanced Response (retains NOTHING — stateless interaction)

l

BlackVault™ Logs Interaction + Delivers to Employee (company vault only)



Step-by-Step Data Flow Example

Scenario: Legal Compliance Officer needs to draft Q3 board memo

Step Action Data Sovereignty Status
1. Profile Employee completes 170-question Al chatbots NEVER see this profile
Creation (one- assessment. Constitutional Memory Al data
time, 30 min) analyses responses. Profile stored in

encrypted company vault — on-

premises or private cloud.
2. Query Employee asks: "Draft a compliance Query enters BlackVault™ gateway
Submission memo for our Q3 board meeting" only
3. Context BlackVault™ retrieves relevant context: ~ Anonymised context added; identifiable
Injection Role (Legal Compliance Officer), data stays in vault

Frameworks (MiFID Il, SOX, GDPR),

Project (Q3 board reporting). Sensitive

data filtered: employee name, company

name, client names removed.
4. API Call to Al Al provider receives: generic Zero personal or company data
Provider compliance context only. Al provider transmitted

does NOT receive: employee name,
company name, chat history, profile
data, or any proprietary information.

Al provider retains NOTHING —
stateless API call

5. Response
Delivery

Al provider returns enhanced response
(62% better than vanilla query).
BlackVault™ logs interaction to
company vault only. Employee receives
answer.

Why This Architecture Creates an Unassailable Moat

ChatGPT
Enterprise

Surveillance BlackVault™

Tools

Data Element

Employee Profiles
Chat History

Company Context

Query Content

Data Residency

GDPR / EU Al Act
Compliance

US CLOUD Act Exposure
Vendor Lock-in

Works in China / Russia /

MENA

European Ownership

Stored by OpenAl
Stored by OpenAl

Shared with
OpenAl

Full query to
OpenAl

OpenAl servers
(US)

Relies on OpenAl
DPA

Yes — US
jurisdiction

High (all data with
OpenAl)

No — data leaves
country

No

Stored by vendor
Stored by vendor

Shared with
vendor

Full query
monitored
Vendor servers
Relies on vendor
DPA

Often yes

High

No

No

Company vault only
Company vault only

Never leaves company
Anonymised before API
Company chooses location
Company is sole data
controller

None — no US data transfer
Low — portable profiles

Yes — data stays local

Yes — Alliance-governed



The Regulatory Advantage: Why Data Sovereignty Matters

EU GDPR (Article 28 — Data Processing)

Traditional ChatGPT Enterprise BlackVault™ Model
Model
Data Processor Al provider is data processor — Al provider receives NO personal data
company must trust vendor GDPR — no data processing relationship
compliance exists
DPA Required Data Processing Agreement required  No DPA required with Al vendors
with Al vendor
Data Controller Shared responsibility Company is sole data controller
Compliance Third-party processing — complex Internal control only — simplified
Complexity audit trail compliance
Result Reduces GDPR compliance complexity
by 70%

Data Residency Requirements (Financial Services, Healthcare)

Regulator / Law Traditional Model \ BlackVault™ Model

BaFin (Germany), All data flows to US-based Al Profiles stay in EU/UK data centres.

FINMA (Switzerland), provider servers — violates Only anonymised API queries

FCA (UK) requirements transmitted.

China Cybersecurity Law  ChatGPT Enterprise prohibited Deploy in China data centre. API calls

(Article 37) — data leaves China anonymised. Compliant.

Russia Federal Law 152- ChatGPT Enterprise prohibited  On-premises deployment available.

FzZ Compliant.

Saudi Arabia / UAE Government and financial data MENA region deployment available.
cannot comply Compliant.

TAM Expansion from Data Sovereignty

Market Without Sovereignty With BlackVault™ Sovereignty
Architecture Architecture

US/EU Only $22.5B-$56B $22.5B-$56B

China / APAC Not accessible (data +$14B
localisation)

MENA Not accessible +$6B

Russia / Other localisation Not accessible +$3B

markets

Total Global SAM $22.5B-$56B $42.5B-$76B



Deployment Options (All Maintain Data Sovereignty)

Option Architecture

On-Premises

network.

Private Cloud

BlackVault™ installed in company data
centre. All profiles, context, chat history on
company servers. API calls from company

BlackVault™ in company's AWS / Azure /
GCP account. Company controls region.

Use Case

Banks, defence contractors,
healthcare — strict data residency
requirements

Mid-market enterprises with existing
cloud infrastructure

Encryption keys managed by company
(BYOK — Bring Your Own Key).

Smaller enterprises without
dedicated IT infrastructure

BlackVault™ We host in YOUR designated region. Data
Managed (Still encrypted with YOUR keys — we cannot
Sovereign) access it. Option to migrate to on-

premises at any time.

Critical Point: In ALL deployment models, Al providers (OpenAl / Anthropic / Google)
receive ONLY anonymised API queries. Zero data retention. Zero data sovereignty

compromise.

The Dual-Stakeholder Value Delivery

For Employers: Governance Without
Surveillance

v Real-time IP leakage detection and
prevention

v SOX/HIPAA / GDPR / EU Al Act-
compliant audit trails

v/ ROI metrics measuring actual productivity
gains

v Risk monitoring dashboard (aggregate,
not individual)

v Complete data sovereignty (you control
location)

v Vendor agnostic (switch between
ChatGPT / Claude / Gemini)

For Employees: Enhancement Without
Exposure

v Enhanced Al responses using role context
(62% improvement validated)

v Transparent monitoring (they see exactly what
is tracked)

v Personal profile improves Al relevance over
time

v Company-sanctioned usage = liability
protection

v Privacy preserved — Al never sees their
identity

Why Competitors Cannot Copy This Architecture

1. Enterprise Al Platforms (ChatGPT Enterprise / Google Gemini / Anthropic Claude

Team)

* Business Model Conflict: They want your data — it improves their models, creates lock-in,

and drives strategic insights

* Architecture Limitation: Built for direct interaction, not middleware
* Incentive Misalignment: Data sovereignty reduces their strategic value proposition
+ Timeline if they pivot: 18-month architectural rebuild + customer migration + business model

redesign

* Legal reality: Even if they add governance features, European enterprises cannot achieve
EU Al Act compliance through US-owned infrastructure



2. Surveillance Tools (Harmonic, LayerX, Concentric)

Technical Gap: They monitor and block — they do not enhance Al response quality
No Profile System: Cannot inject role context (no assessment framework exists)
Reactive Not Proactive: Catch violations after the fact

Business Model: Rely on data access for their monitoring function — sovereignty contradicts
their model

3. Enterprise MLOps Platforms (IBM watsonx, Domino)

Wrong Use Case: Built for data scientists, not knowledge workers

Complexity: Require ML expertise that most organisations lack

Cost: Enterprise-only pricing (six-figure minimums)

No Enhancement Layer: Focus on governance without Al quality improvement

The Competitive Sales Conversation

Typical Enterprise Objection:
"We already use ChatGPT Enterprise — why do we need another tool?"
BlackVault™ Response:

"ChatGPT Enterprise sends all your employee profiles, company context, and chat history
to OpenAl's servers in the United States. Even with their no-training promise, your
proprietary knowledge leaves your control — and falls under US CLOUD Act jurisdiction.
BlackVault™ stores everything in YOUR vault — on-premises or your private cloud.
ChatGPT only sees anonymised, context-enriched queries. You get 62% better Al
responses while maintaining complete data sovereignty."

The Competitive Kill Question:

"Do you know where your employees' ChatGPT conversations are stored right now? Which
data centre? Which country? Who has access? With BlackVault™, the answer is: wherever
YOU decide. Frankfurt for GDPR? Dubai for DIFC? On-premises in your own data centre?
Your choice."

3. THE REGULATORY PRESSURE COOKER

Global Regulatory Timeline

2025: The Enforcement Year
EU Al Act (August 2025 enforcement)

Mandatory risk assessments for high-risk Al systems
Transparency requirements for all Al-assisted decisions
Audit trail obligations: 100% coverage of Al usage
Penalties: Up to €35M or 7% of global revenue

Affects: Any company with EU operations or EU customers



US State-Level Momentum
» 550+ Al-related bills introduced across 45+ states (Q1 2025)
» California Consumer Privacy Act (CCPA) expanded to cover Al
* New York SHIELD Act requiring "reasonable safeguards" for Al
+ Colorado Al Act (first comprehensive US state law, March 2025)

Asia-Pacific
* India Al Safety Institute (January 2025): National Al standards
» Singapore Model Al Governance Framework (expanded 2025)
* China's Generative Al Regulations (in force since August 2023)

The Compliance Cost Explosion

According to McKinsey's 2025 Enterprise Al Report:
* 77% of enterprises now developing Al governance programs
*  47% consider it a top-5 strategic priority
« Average compliance investment: $2-5M for mid-sized enterprises
* Typical timeline: 12-18 months to implement governance frameworks

The Problem: Most mid-market companies do not have $2M budgets or 18-month timelines. They
need governance solutions that work on Day 1.

BlackVault™ Advantage: 4-6 week deployment, built-in compliance (GDPR, HIPAA, SOX, EU Al
Act), €350-750/user vs. €900-1,500 patchwork alternatives.

The European Sovereignty Imperative

A critical compliance reality for European enterprises:

The EU Al Act does not merely require that Al systems be governed — it requires that
European enterprises retain control of the governance infrastructure itself. Deploying US-
owned platforms transfers data jurisdiction to US servers, creating structural GDPR
exposure that no contractual Data Processing Agreement can fully resolve. This is a legal
requirement, not a preference. The European Al-Governance Alliance provides the only
European-owned solution designed for this purpose from the architecture up.



4. HOW COMPANIES CURRENTLY "GOVERN" Al (Inadequately)

Our research identified four predominant approaches — all inadequate:

Approach 1: The Ostrich Strategy (Ban Everything)

Adoption Rate: ~25% of mid-market enterprises

Why It Fails:

Employees use personal devices and mobile networks to bypass blocks
VPNs and browser extensions circumvent restrictions
Competitive disadvantage vs. Al-enabled competitors

Breeds shadow IT behaviour — 43% of employees at firms that ban Al still use it via
personal accounts

Approach 2: The Hope Strategy (Accept Ungoverned Risk)

Adoption Rate: ~40% of mid-market enterprises
Why It Fails:

71% of data exposures occur despite generic usage policies
No visibility into actual usage patterns
Compliance auditors reject "hope" as governance

Legal liability when breaches occur — e.g. healthcare provider HIPAA violation: €1.2M fine,
€4M remediation

Approach 3: The Patchwork Strategy (Multiple Point Solutions)

Adoption Rate: ~20% of enterprises. Cost: €900-1,500/user/year
Why It Fails:

Complex integration across 4-6 vendors

False positive rate creates alert fatigue (40%+ false positive rates reported)
Reactive — blocks after attempts, not proactive protection

Data still goes to Al provider servers — no sovereignty achieved

Approach 4: The Enterprise Platform Strategy (Build It Yourself)

Adoption Rate: <1% of enterprises. Cost: €100M-500M initial investment
Why It's Irrelevant to 99% of Companies:

Requires €100M+ budget and 18-24 month build timeline
Needs Al/ML expertise most organisations lack
Only economical at 10,000+ employee scale

THE GAP: 85% of enterprises lack affordable Al governance solutions that deliver data
sovereignty. The European Al-Governance Alliance exists to close this gap.



5. THE MARKET OPPORTUNITY: SIZING THE GAP

Total Addressable Market (TAM)

Metric 2025 2030 (07.Ye]
Al Governance Market $309M — $420M $2.8B — $4.8B 25-45%
Enterprise Al Market (broader)  $97.2B $229.3B 18.9%
Data Sovereignty Subsegment  ~$125M ~$1.9B 35%+

Serviceable Addressable Market (SAM)

Target Customer Profile:
* Company Size: 500-50,000 employees
* Industries: Financial services, legal, healthcare, consulting, government
* Revenue: €100M-€10B (mid-market to large enterprise)

» Characteristics: IP-sensitive or regulated; Al adoption mandate; cannot afford €100M
proprietary platforms; current governance gap

Region SAM Estimate Key Driver

Europe (primary) €15B — €30B EU Al Act enforcement, GDPR, digital
sovereignty mandate

United States €17.5B — €37.5B 550+ state Al bills, HIPAA, SOX compliance
pressure

China / APAC +€14B Data localisation laws — only sovereign
architecture qualifies

MENA / Other +€6B National data residency requirements

Total Global SAM €49.5B — €88.5B Expanded by data sovereignty architecture

Note: The original SAM estimate of $22.5B-$56B covered US/EU only. BlackVault's data
sovereignty architecture expands the addressable market to China, Russia, MENA, and other data
localisation regions that US-based competitors cannot legally serve.

How We Access This Market: The Alliance Model

The conventional SaaS go-to-market cannot capture this opportunity at the required
speed.

Constitutional Memory accesses this market through the European Al-Governance Alliance:
a coalition of 10-14 founding European enterprises that collectively fund MVP development
and deploy BlackVault™ across their workforces as founding infrastructure. This inverts the
normal startup model — we co-build with customers who become co-owners of the
infrastructure.



Conventional SaaS Model

Build product, then find customers

VC funding with exit pressure

3-5 years to meaningful scale

Vulnerable to platform acquisition

Exit to US Big Tech (defeats mission)

European Al-Governance Alliance Model

Co-build with customers who become co-owners

Founding member contributions (€1-5M each)

2-5M governed employees from Day 1 of

commercial launch

European-owned — too significant to acquire

Permanent European governance of critical Al

infrastructure

Founding members contribute €1-5M each in exchange for Alliance governance rights, early
deployment across their workforces, Founding Guardian positioning, and IP co-ownership in

European Al governance infrastructure — creating a market position that would take a conventional

SaaS company 5+ years and €500M+ to achieve.

Serviceable Obtainable Market (SOM) — 5-Year Target

Year

Year 1
(2026)

Year 2
(2027)

Year 3
(2028)

Year 4
(2029)

Year 5
(2030)

Revenue

€5-15M

€80-180M

€360-600M

€740M-€1B

€1B-€1.32B

Seats

100K-

500K

1-2M

2-3M

3-4M

5M+

' Focus

Alliance formation; MVP; 2-3 pilot
deployments

Full deployment across founding
member workforces

Non-Alliance enterprise licensing; PRO
model launch

Global expansion; MENA/APAC,;
SHIELD and EDU launched

Global market leadership; ~15%
European governance share

Status

Investment
phase

Near break-
even
Profitable
+20% EBITDA

+25% EBITDA



6. THE COMPETITIVE LANDSCAPE: WHY NOW IS THE WINDOW

The Unfilled Niche: Mid-Market Al Governance with Data Sovereignty

Customer Need Current Solutions | BlackVault™

Affordable (€350-750/user) X Most €900-1,500+ v

Quick deployment (weeks) X Months Vv 4-6 weeks

Enhances productivity X Only restricts v 62% improvement validated

Employee acceptance X Surveillance v Transparent and beneficial
resistance

Real-time IP protection Partial N4

Complete data sovereignty X Data to vendor/Al v Customer vault only
provider

EU Al Act compliant by X Contractual v

architecture workarounds

Operates in China / MENA / X Prohibited v Local deployment

Russia

European ownership X US-owned v European Alliance

Measurable ROI X v Built-in metrics

Why The Window Is Open (2026-2028)

1. Regulatory Enforcement Begins (2025-2026)
* EU Al Act fines commence August 2025 — companies require compliance solutions now
* US states enacting Al legislation throughout 2025-2026
* Global data localisation laws strengthening, not weakening

2. Incumbent Solution Gaps Exposed
+ ChatGPT Enterprise adoption reveals audit-log-only inadequacy and sovereignty failures
+ Surveillance tools creating employee backlash and adoption resistance
* Mid-market locked out by pricing; data sovereignty concerns rising acutely

3. Market Education Complete
o 92% of Fortune 500 employees already use Al at work
* Board-level awareness of Al governance risks established
* CISOs now asking: "Where does our data actually reside?"

Historical Parallel: Cloud Access Security Brokers (CASB), 2013-2016

The CASB category emerged from the Dropbox/Box explosion. The market window lasted
2013-2016, before cloud platforms added native security — resulting in Palo Alto Networks
acquiring Evident.io ($300M) and Microsoft acquiring Adallom ($320M). BlackVault™ sits in
an analogous window. The Alliance model ensures that when Al governance consolidation
occurs, it happens around European-owned standards.



7. WHY ENTERPRISE IS HIGHER PRIORITY THAN

EDU/PRO/SHIELD MODELS

The Hierarchy of Al Market Urgency

Driver Urgency Budget Authority

1— ENTERPRISE Regulatory Immediate (laws in C-suite:

Primary compliance + survival  force 2025) CEOI/CFO/CIO/ICISO

2 PRO Productivity + career Flexible Individual (discretionary)
advancement

3 EDU Learning Academic calendar Student or institution
enhancement dependent

4 SHIELD Family / child safety Reactive Parents (discretionary)

Enterprise is the only market tier where the need is existential rather than discretionary. The pain
level is 10/10 — potential €35M fines, reputational damage, data sovereignty violations. Budget
authority rests with C-suite, not individual discretion.

A single founding Alliance member with 10,000-50,000 seats represents €3.5M-€37.5M ARR. Ten
founding members creates €35M-€150M ARR from Day 1 deployment — a position that would
require 300,000-500,000 individual PRO subscribers to match.

The Four-Model Strategy: Sequenced Launch

Phase \ Model Timeline Purpose
Launch ENTERPRISE 2026 Revenue foundation; regulatory demand;
(BlackVault™) brand establishment
Expand PRO 2027-2028 Individual professionals; post-enterprise
validation
Complement EDU 2028-2029 Students and universities; brand extension
Complement SHIELD 2028-2029 Family Al safety; public good positioning

8. FINANCIAL PROJECTIONS: ALLIANCE-FIRST STRATEGY

Revenue Model

Pricing Tiers (Data Sovereignty Premium)

Tier Seats ' Price / Seat/Year | Notes

Starter 50-500 €750 SME and pilot deployments

Growth 500-5,000 €550 Mid-market enterprises

Enterprise 5,000+ €350-450 VqIL_Jme discount; standard enterprise
pricing

Alliance Member 10,000+ Negotiated Founding contribution offsets per-seat

cost



5-Year Revenue Projection

Year Revenue Seats | Focus Status

Year 1 €5-15M 100K- Alliance formation; MVP development;  Investment

(2026) 500K 2-3 pilot deployments with founding phase
members

Year 2 €80-180M 1-2M Full deployment across founding Near break-

(2027) member workforces; Alliance even
governance established

Year 3 €360-600M 2-3M Non-Alliance enterprise licensing; PRO  Profitable

(2028) model launch; APAC pilots begin

Year 4 €740M-€1B 3-4M Global expansion; MENA/APAC; +20% EBITDA

(2029) SHIELD and EDU launched

Year 5 €1B-€1.32B 5M+ Global market leadership; ~15% +25% EBITDA

(2030) European Al governance market share

Unit Economics

Metric BlackVault™ / Alliance \ Industry Average

LTV:CAC Ratio 40:1+ 3-5:1

Gross Margin 75-80% 65-75%

Time to Profitability Year 3 (Year 2 for Alliance Year 4-5
members)

Year 5 Revenue €1B-€1.32B €500M-€1B

Churn Dynamic Negative (seat expansion > 5-15% annual

cancellations)

9. THE ALLIANCE OPPORTUNITY: WHY EUROPEAN

ENTERPRISES SHOULD ACT NOW

Constitutional Memory is not seeking venture capital or a trade sale to US Big Tech. We are
establishing the European Al-Governance Alliance — a coalition of 10-14 founding European
enterprises who co-fund and co-own the governance infrastructure their own workforces will depend
on.

This is not a startup investment. It is a strategic infrastructure decision.

Four Pillars of the Alliance Opportunity

Pillar 1: Founding Member Advantage

First movers set governance standards. Founding members shape what European Al governance
means in practice — embedding their compliance frameworks and data sovereignty standards into
the platform architecture from day one. Founding Guardian status positions your enterprise as a
leader in European digital sovereignty — a political and reputational asset that will be increasingly
valuable as EU Al Act enforcement intensifies.



Pillar 2: Compliance Infrastructure, Not Optional Software

EU Al Act fines of €35M or 7% of global revenue make Al governance mandatory spend. The
question is not whether to invest — it is whether to control the infrastructure or depend on US-
owned platforms that create their own GDPR and sovereignty exposures. Founding members shape
what they will be required to comply with. Late joiners comply with standards others have set.

Pillar 3: Strategic Independence

European-owned Al governance infrastructure is immune to US CLOUD Act jurisdiction, natively
GDPR-compliant, and operational in markets where US platforms are legally prohibited. Al providers
receive only anonymised, stateless API queries — your data never leaves your vault.

Pillar 4: Economic Model

Founding Member What You Receive

Contribution

€1-5M (scaled to company Alliance governance rights — vote on platform standards,
size) compliance frameworks, development roadmap

Early deployment priority — BlackVault™ deployed across your
workforce in Year 1

Founding Guardian status — public positioning as leader in
European Al sovereignty

IP co-ownership — stake in the European Al governance standard

Cost advantage — €350-750/seat vs. €900-1,500 for patchwork
alternatives

Operational control — your data, your jurisdiction, your encryption
keys

10. RISKS & MITIGATIONS

Primary Risks

Risk 1: Platform Providers Add Native Governance

Scenario: OpenAl or Microsoft rebuild enterprise products with customer vault architecture (2027-
2028). Likelihood: Low-Medium.

Mitigations:

* 18-month architectural rebuild required — 2-year head start creates installed base and
switching costs

+ Business model conflict: US Al providers require data access for model training; sovereignty
contradicts their economics

» Critical point: Even if governance features are added, European enterprises cannot achieve
EU Al Act compliance through US-owned infrastructure — the sovereignty requirement is
architectural, not contractual

» Alliance model makes acquisition of BlackVault™ by US platforms strategically
counterproductive to the Alliance's mission



Risk 2: Regulatory Landscape Slows
Scenario: EU enforcement delayed; US federal bill stalls. Likelihood: Low.

* EU enforcement proceeds regardless of US timeline — European market is primary

» Alternative drivers: Cyber insurance requirements, data localisation laws, GDPR
enforcement

» Economic case remains independent of regulation: 62% productivity improvement + data
sovereignty

Risk 3: Enterprise Budget Constraints
Scenario: Economic downturn reduces IT spending. Likelihood: Medium.

» Compliance and risk tools are the last IT spend to be cut — they represent mandatory
expenditure

» Data sovereignty is non-negotiable for regulated industries — financial services and
healthcare cannot cut this

» Alliance founding contributions are one-time strategic investments, not ongoing discretionary
costs

Risk 4: Alliance Formation Takes Longer Than Projected

Scenario: Founding member commitments take 12-18 months rather than 6-9 months. Likelihood:
Medium.

* Malaga TechPark ecosystem provides warm introductions to Telefonica and member
companies

+ Sovereign Al Partner model (single anchor partner funding MVP) de-risks the formation
timeline

* EU Al Act enforcement deadlines create external urgency independent of our sales timeline

Overall Risk Profile: MEDIUM-LOW. Key protective factors: EU Al Act regulatory tailwind
(getting stronger, not weaker); data sovereignty architecture creates 18-month moat;
Alliance model creates structural barriers to unwanted acquisition; urgent non-discretionary
customer need; high switching costs from accumulated employee profiles; European
political support for digital sovereignty agenda.

11. PARTICIPATION IN THE EUROPEAN AI-GOVERNANCE

ALLIANCE

Constitutional Memory is not seeking venture capital. We are establishing the European Al-
Governance Alliance: a coalition of founding European enterprises who co-fund and co-own the
governance infrastructure their own workforces will depend on for the next decade.



The Founding Guardian Invitation

We are extending this invitation to a select group of 12-15 European enterprises. We seek 8-12
committed founding members who share the conviction that European data sovereignty must be
owned by European institutions — and who can move decisively in 2026.

What We Are Building What Founding Members What Founding Members
Contribute Receive

European-owned Al governance €1-5M founding contribution Alliance governance rights over

infrastructure (scaled to size) platform standards

BlackVault™ — zero- Commitment to 90-day pilot Early deployment across your

transmission constitutional deployment workforce

memory layer

EU Al Act compliance by Senior executive participation in  Founding Guardian positioning

architectural design Alliance formation

Complete data sovereignty — IP co-ownership in European Al

your vault, your jurisdiction governance standard

62% improvement in Al €350-750/seat pricing vs. €900-

response quality 1,500 alternatives

The Timeline

Phase Timeline Milestone

Alliance Formation  Q1-Q2 2026 8-12 founding members committed; governance structure
established

MVP Development  Q2-Q3 2026 BlackVault™ MVP built with founding member input and co-
funding

Pilot Deployment Q3-Q4 2026 2-3 founding members live; proof of concept validated at
scale

Full Alliance Q1 2027 All founding members deployed; Alliance governance active

Launch

Commercial 2027-2028 Non-Alliance enterprise licensing; PRO model; global

Expansion expansion

The window is 2026-2028.

EU Al Act enforcement has begun. US platforms are consolidating. The enterprise Al
revolution has arrived without governance infrastructure. The coalition that captures the
European data sovereignty standard in 2026-2028 will define the infrastructure of enterprise
Al for the next decade.

Founding Guardians act now. Late joiners comply with standards others have set.



12. CONCLUSION: THE GOVERNANCE IMPERATIVE

The enterprise Al revolution has arrived, but the governance infrastructure has not. 92% of Fortune
500 companies are operating Al in the wild — exposing confidential data, creating compliance gaps,
violating data sovereignty requirements, and hoping nothing goes wrong.

The market has bifurcated: large enterprises spend €100M+ on proprietary platforms, while
everyone else chooses between bans (competitive suicide) or ungoverned risk (regulatory suicide).
The $4.8 billion Al governance market is growing at 35.5% CAGR precisely because neither
extreme is sustainable.

The Triple Solution

Stakeholder What They Get

Employees 62% better Al responses through context injection — without surrendering
personal data to Al providers

Employers Real-time IP protection, EU Al Act-compliant audit trails, measurable ROI
on Al investment

European Enterprises Complete data sovereignty — your vault, your jurisdiction, your encryption
keys. Al providers receive only anonymised, stateless queries. Nothing
else.

The Data Sovereignty Advantage Changes Everything

* Your profiles stay in YOUR vault — on-premises or your private cloud

* Al providers receive only anonymised queries — stateless API calls, zero retention
* You choose data location — Frankfurt for GDPR, Beijing for China, Dubai for MENA
*  Works in markets where competitors are legally prohibited

* European ownership — immune to US CLOUD Act, GDPR-native by architecture

This architectural advantage expands the total addressable market from $22.5B (US/EU only) to
$42.5B-$76B globally, justifies premium pricing as a compliance requirement rather than an optional
feature, creates an 18-month competitive moat, and enables service to markets competitors are
legally prohibited from entering.

The window is open now.

Regulatory enforcement is live. The market is educated but underserved. Competitors
cannot match the data sovereignty architecture without fundamentally changing their
business models. The European enterprises that join the Alliance in 2026 will define the
standard for the next decade.

We are not building another SaaS tool. We are building the missing infrastructure
layer for the €97B enterprise Al revolution — owned and governed by Europe.
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