Strategic Al Guidance

Shadow Al and the Samsung Data Leak: How

Unmonitored Al Use Breaches Confidentiality
A whitepaper by Strategic AI Guidance

Executive Summary

In 2023, Samsung made global headlines when engineers
inadvertently leaked confidential source code and sensitive
meeting notes into ChatGPT. What they believed to be a
convenient productivity shortcut quickly became one of the
first high-profile examples of “shadow AI” — the unsanctioned
and unmonitored use of consumer AI tools 1inside enterprise
environments.

The incident exposed an uncomfortable truth: AI 1is already
embedded in employee workflows, whether or not organisations
are ready for 1it. And without sanctioned pathways, governance,
and monitoring, enterprises are at real risk of confidential
data loss, regulatory breaches, and reputational harm.

This whitepaper examines the Samsung case as a cautionary tale
and provides a framework for enterprises to build sanctioned
AI usage channels that preserve both innovation and
compliance.

The Samsung Data Leak: A Case Study in Shadow Al

In April 2023, multiple Samsung engineers used ChatGPT to help
with debugging and productivity tasks. They pasted
confidential source code and internal meeting notes into the
tool, seeking faster analysis and summarisation.
Unfortunately, OpenAl systems retained those prompts as
training data, meaning proprietary information risked exposure
to third parties or unintended reuse.

The engineers were not acting maliciously — they were simply
attempting to meet deadlines with the best tools available.
But in doing so, they triggered a potential data breach with
implications for intellectual property (IP), compliance
obligations, and competitive advantage.

Samsung’s 1internal investigation led to the banning of ChatGPT
across the organisation. Yet banning alone 1is rarely
sustainable. Employees had already demonstrated that they
would find their own ways to access AI when official tools
were lacking.
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Why Shadow Al Emerges So Quickly

The Samsung case illustrates the speed at which “shadow AI”
can embed itself 1inside the enterprise. Shadow AI mirrors the
shadow IT trend of the past decade, where employees adopted
cloud-based collaboration tools like Dropbox or Slack long
before official policies existed.
Key drivers of shadow AI adoption include:

1. Productivity Pressure
Employees under tight deadlines will default to the fastest
solution available. Generative AI can save hours on
summarisation, translation, or debugging — making it
irresistible.

2. Lack of Official Alternatives
In 2023, few enterprises had sanctioned AI pathways. When
employees cannot find approved tools, they default to public
platforms.

3. Ease of Access
Consumer AI tools operate through simple web or mobile
interfaces with little friction. No procurement cycle or IT
setup is required.

4. Limited Awareness of Risk
Many employees view AI tools as “search engines on steroids”
and underestimate the permanence or exposure of data they
submit.
The combination of these factors means shadow AI spreads
faster than organisations can block it.

The Risks of Shadow Al

The Samsung case 1is not isolated. Across industries, employees
are already pasting sensitive data into AI systems. The risks
fall into four broad categories:

1. Confidentiality Breaches
Proprietary code, trade secrets, or customer data can be
inadvertently exposed to external AI vendors. Even if data is
anonymised, context can still make it identifiable.

2. Regulatory and Legal Exposure
GDPR, HIPAA, and the upcoming EU AI Act all impose strict
rules on data handling. Shadow AI usage risks breaching these
obligations without the organisation even being aware.

3. Reputational Damage
Public disclosure of confidential leaks erodes customer trust
and investor confidence, as seen in the media storm following
Samsung’s 1incident.

4. Loss of Competitive Advantage
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Once sensitive algorithms, strategies, or IP leave the
organisation’s control, competitors or malicious actors could
exploit them.

Why Banning Al is Not Enough

Many enterprises responded to early shadow AI -incidents by
banning ChatGPT and similar tools. While bans may temporarily
reduce risk, they are not a viable long-term strategy.
Employees will always find workarounds if sanctioned solutions
are unavailable.

Moreover, a blanket ban denies enterprises the productivity
gains and innovation potential of AI. Competitors who adopt
structured AI governance may leap ahead in efficiency and
insight, leaving “AI-banned” organisations behind.

Instead, enterprises must acknowledge that AI use -1s
inevitable — and that governance, not prohibition, 1is the
sustainable solution.

Building Sanctioned Al Usage Pathways

To eliminate shadow AI, organisations must provide employees
with approved, secure, and effective alternatives. A
structured pathway typically includes:
1. Enterprise-Grade AI Platforms
Deploy 1internal AI solutions that meet corporate compliance
standards. Options 1include:
e Licensed enterprise versions of ChatGPT, Claude, or
Gemini with contractual guarantees of data privacy.
e Private-hosted large language models (LLMs) running
inside the corporate environment.
e Domain-specific AI tools vetted and procured by IT.
2. Clear Governance Policies
Define what data may and may not be submitted to AI tools. For
example:
e Allow AI use for drafting generic content or summarising
public information.
e Prohibit use with source code, customer PII, or sensitive
contracts.
Policies should be written in accessible, non-legalistic
language and communicated to all staff.
3. Training and Awareness
Educate employees on the risks of shadow AI and the correct
use of sanctioned tools. Training should highlight real-world
case studies (such as Samsung) to make the risks tangible.
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4. Monitoring and Auditing

Implement monitoring solutions that log AI interactions, flag
potential policy violations, and generate reports for
compliance teams. AI usage should be auditable in the same way
as email or cloud file sharing.

5. Feedback Loops

Encourage employees to suggest AI use cases and workflows.
This reduces the temptation to bypass official tools and
fosters innovation within safe boundaries.

Governance Framework for AI Use
Strategic AI adoption requires a layered governance framework
that balances innovation with control. We recommend the
following model:

1. Strategic Layer (C-Suite Oversight)
CIO, CISO, and CTO establish AI risk appetite, align adoption
with corporate strategy, and set high-level guardrails.

2. Operational Layer (IT & Risk Teams)
IT selects and configures enterprise AI tools, ensuring
compliance with security standards. Risk teams design
monitoring protocols and incident response playbooks.

3. Functional Layer (Business Units)
Department heads define AI use cases specific to their
functions (e.g., marketing content generation, R&D code
review). Policies are tailored to the sensitivity of
departmental data.

4. Individual Layer (Employees)
Employees receive clear training and guidelines for everyday
AI use. Violations are treated as compliance issues, not
individual mistakes.

Lessons Learned from Samsung

The Samsung case offers several lessons for enterprises:

1. AI Demand is Inevitable
Employees will adopt AI tools with or without permission. The
only choice for enterprises 1is whether they want to shape that
adoption.

2. Data Sensitivity is Not Always Obvious
What seems like harmless context (e.g., meeting notes) can
reveal trade secrets. Employees cannot be expected to make
these judgements unaided.

3. Blocking Creates Workarounds
Banning ChatGPT drove employees to other, less visible tools.
Visibility is lost, and risk multiplies.

4. Trust Must Be Earned
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Employees must trust that sanctioned AI tools are effective,
secure, and not just restrictive versions of consumer
products.

Strategic Recommendations

Based on our analysis, enterprises should take the following
steps immediately:

1. Conduct an AI Risk Assessment
Map current shadow AI usage across the organisation. Identify
high-risk workflows where sensitive data is at risk.

2. Implement an Enterprise AI Pilot
Deploy an enterprise-grade AI solution in one or two
departments. Collect feedback and refine governance.

3. Develop a Corporate AI Policy
Draft clear, practical guidance on acceptable AI use. Include
real examples of permitted and prohibited activities.

4. Establish Monitoring Mechanisms
Invest in monitoring tools that provide visibility into AI
interactions without stifling productivity.

5. Create a Governance Board
Form a cross-functional AI governance committee 1including IT,
Legal, Compliance, and Business Unit leaders.

6. Partner with Specialists
Work with experienced AI consultancies, such as Strategic AI
Guidance Ltd, to design and implement governance frameworks
tailored to your sector and risk profile.

Conclusion

The Samsung data leak of 2023 demonstrated how rapidly shadow
AI can create material risk for global enterprises. Employees
turned to AI to work more efficiently, but in doing so they
exposed sensitive information to uncontrolled environments.
For CIOs, CISOs, and CTOs, the lesson 1is clear: AI 1is already
inside your enterprise, whether you sanction it or not. The
only sustainable path forward is to provide structured,
monitored, and secure AI pathways that empower employees while
protecting data.

By implementing governance frameworks, monitoring mechanisms,
and employee training, organisations can capture AI’s enormous
productivity benefits without sacrificing confidentiality,
compliance, or reputation.

Strategic AI Guidance Ltd works with enterprises to design and
deploy these frameworks — ensuring that your business gains
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competitive advantage from AI while avoiding the costly
missteps seen in high-profile cases like Samsung.



