%\ morae.com

WHITE PAPER

Navigating the EU
Al Act:

A Basic Survival Guide for Legal
Professionals

Rico Burnett | Managing Director, Morae



https://www.morae.com/

Contents

4 Executive Summary

5 What is the AT Act, and Why Should I Care?

7 Is the AI Act Important if I'm Not in the EU?

8 If the AT Act Applies to Me, What Will It Mean Practically?
9 Penalties and Risks of Non-Compliance

10 Maintaining Compliance: The Art of Staying Ahead

11 Conclusion and Call to Action






MN White Paper — Navigating the EU AL Act

Executive Summary

The European Union’s Artificial Intelligence Act (AI Act) is a trailblazing
regulatory measure designed to harmonize the development, marketing,
and use of artificial intelligence systems.

Its goal is to foster trustworthy, human-centric
Al innovation that can thrive amid robust
consumer protections and ethical standards.

For law firms and in-house counsel, the AI Act
represents both an intricate compliance puzzle
and a business development opportunity.

In this white paper, we’ll navigate the Act’s key
provisions, highlight compliance imperatives,
evaluate the perils of non-compliance, and
outline long-term strategies that balance
innovation with integrity.

The Legal industry should fix their eyes on
the new horizon of EU Al oversight - one that
will likely influence the global regulatory
landscape, whether you’re based in London or
Los Angeles.

Here’s What We’ll Cover:

1. What the AI Act is and how it works.

2. TheAct’sscope,includingits extraterritorial
reach.

3. Practical guidance for compliance, from
data governance to human oversight.

4. The steep penalties for those who prefer to
play regulatory roulette.

5. Strategic recommendations for building
sustainable, future-proof AI compliance
frameworks.

With fines that can hit eye-watering levels
and a regulatory ripple effect that is all but
guaranteed, the EU AT Act isn’t a passing fad.

Welcome to the new normal: read on to
navigate it with a little more confidence.
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What is the Al Act, and Why Should
I Care?

Adopted in 2024, and extended through summer 2026, the EU Al Act is a
legal milestone that puts the European Union in the driver’s seat of global
Al governance.

’ The Act leverages the EU’s reputation as a

- regulatory heavyweight (see: GDPR), aiming
to safeguard fundamental rights without
slamming the brakes on innovation. If your
organization builds, uses, or sells Al systems
touching the EU market-even indirectly-this is
a must-read.

Background and Objectives

e Context: As Al tools race from sci-fi
speculation to everyday implementation,
the EU seeks to ensure these technologies
don’t set sail to chaos. Imagine a
harbourmaster trying to tell a bunch of
aspiring sailors that they can’t all take
their oil tankers out to sea all at once!

e Goals: The Act hopes to guide AI
innovation into a stable of ethical, human-
centric, and transparent solutions. It's
having an ambitious objective: increase
consumer trust, prevent discriminatory
or manipulative AI use, and harmonize
compliance across a fragmented regulatory
landscape.

Key Provisions

e Broad AI Definition: The Act defines Al
expansively, covering everything from
machine learning and neural networks
to logic-based and symbolic reasoning
systems. If it remotely looks or feels like
Al it’s probably covered®.

e Risk-Based Approach: The Act classifies
Alinto four tiers:

- Minimal Risk: Virtually no compliance
burdens.

- Limited Risk: Lighter obligations like
transparency notices, chatbots and
deepfakes are considered limited risk
but must be clearly labeled as such.
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Imagine having to put on a necessary, if Importance of the AI Act
slightly unflattering orange life jacket.
e Consumer Trust: The expectation is

- High-Risk:  Stringent requirements for increasing consumer comfort as
for data governance, documentation, transparency and ethics are embedded
oversight, testing, medical devices, into product design.
recruitment  systems, and law
enforcement AL  Regulatory Harmony: A single EU-wide

rulebook reduces the patchwork of local
laws - which will be welcome for anyone
who deals in different jurisdictions across
Europe and globally.

- Unacceptable Risk: Outright bans on
certain uses, such as social scoring or
manipulative algorithms?.

e High-Risk Systems: Industries like
employment, finance, medical devices, law
enforcement, and legal decision-making
face stringent compliance. Requirements
include robust data quality controls,
transparency obligations, and clear
human oversight.

e Innovation + Ethics = Future-Proofing:
Staying ahead of these rules can become
a strategic advantage, as the Act could set
the gold standard for global AI governance.

e Prohibited Practices: The Act bans the
use of AI for covert mass surveillance,

social scoring, and emotion-recognition The goal is to foster trustworthy, human-

technology in job interviews that could centric Al innovation that can thrive amid robust
extend beyond the useful or necessary. consumer protections and ethical standards.”
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Is the Al Act Important if I'm
Not in the EU?

Extraterritorial Reach

If the GDPR taught us anything, it’s that the
EU’s regulatory arms are long. If your AI
systems sail even one nautical mile into the
EU market, or has an impact on EU users,
you’re caught in the net. Compliance is a direct
imperative, failing which you may find yourself
out to sea without a paddle.

Competitive Advantage

e Market Access: Compliance isn’t just a
burden; it’s also a gateway to accessing the
European market.

e Global Benchmarking: Meeting the Al
Act’s criteria can serve as an accelerator for

Risk Mitigation

e Financial & Legal Perils: Non-compliance

is a very expensive option. With fines up
to €30 million or 6% of global turnover
(whichever is higher), even AI unicorns or
corporate giants may find their valuations
affected.

Reputational Fallout: Headlines about
corporate non-compliance are akin to
ramming someone else’s yacht while
docking - noisy, noticeable, and hard to
explain away.

compliance in other jurisdictions when their
own AI regulation starts implementation.
Getting out in front of the headwind could
give you a clear advantage for futureraces
as well.

The Act leverages the EU’s reputation
as a regulatory heavyweight, aiming to
safeguard fundamental rights without
slamming the brakes on innovation.
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If the AI Act Applies to Me, What Will It
Mean Practically?

Compliance Steps

LI

e Assessment: Review your Al portfolio to
determine which systems qualify as high-
risk. (Prepare to ask your IT team detailed
questions.

e Documentation: Create transparency
reports, data logging protocols, and risk
assessments. Document as if you're writing
the AI equivalent of Moby Dick. Spare
no details®.

e Third-Party Assessment: Some high-
risk systems require conformity checks
by accredited assessment bodies, turning
compliance into a collaborative process.
Find the right navigators to support these
processes.

Operational Changes

e Development Practices: Remember to
bring the (right) human into the loop. Your
Head of AI Innovation is like the pilot,
with Al systems acting as an autopilot —
human control over the steering wheel
should remain.

e Monitoring & Reporting: Establish regular
compliance health checks. Early detection
of issues can prevent increased risks and
costs associated with outdated information.

e Training & Awareness: Regularly train your
teams. Al regulation may not be enjoyable,
but it is necessary.

Long-Term Strategy

e Innovation & Adaptation: Turn compliance
into an engine for better products. Robust
governance and risk assessments can
translate into more scalable, more reliable
Al offerings.

o Differentiation: Position yourself as a
“human-centric” organisation. Companies
that embrace the regulations will adapt
and succeed.
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Penalties and Risks of
Non-Compliance

Financial Penalties:

Get it wrong, and you may be facing
staggering financial penalties. Up to €35
million or 7% of global turnover is no
small change®.

Operational Risks:

The authorities can impose deployment
bans, recalls, or data purges that will
disrupt product and data pipelines.

These interruptions could have significant
implications for your client relationships

and ability to grow.

Reputational Damage:

In a world where trust has become a
critical success factor at the outset of
any relationship or product delivery,
a non-compliance ruling can damage
relationships with partners, investors,
and customers.

Professional Fallout for Legal Teams:

e For law firms and in-house counsel, a

failure to handle AI Act compliance could
destroy client confidence. Everyone should
put the right mechanisms in place to
avoid the dreaded visit from the

compliance officer.
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Maintaining Compliance: The Art of
Staying Ahead

Adopt a Proactive Approach

e Scheduled Audits: Make periodic
compliance checks as routine as checking
for leaks in a wooden boat.

e Stay Informed: The AI Act will not be a
static piece of legislation. Identify and
deploy best practices to monitor and
interpret the guidance and best practices
that will emerge during the first year of
its inception.

Develop a Compliance Framework

e Policies, Policies, Policies: Implement
robust governance structures. Consider
creating internal ‘navigational charts’ that
provide clear guidelines, implementation
strategies and scenario planning.

e Incident Reporting: Have a plan for when
things go wrong. Timely reporting can
turn a crisis into a manageable wave that
passes quickly.

Leverage Technology and Expertise

e AI Governance Tools: Consider software
solutions that flag compliance lapses
before they become headlines.

e Partner with Experts: Work with legal and
technical business consultancy teams that
specialize in AI compliance. Think of them
as your personal AI Act navigators.

Engage in Industry Collaboration

e Regulatory Pilot Programs: Join industry
knowledge forums that provide guidance,
share experiences, and work out practical
obstacles as and when they arise.

e Knowledge Sharing: Engage with industry
peers to crystallize best practices and
share practical guidance.
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Conclusion and Call to Action

The EU AI Act is not merely another piece of legislation-it is a map guiding
the conception, deployment, and regulation of technologies shaping our

world.

For legal professionals, this regulation offers
an opportunity to advise clients, innovate
compliance strategies, and position your
organization as a beacon of trust and expertise
inthe Al era.

Navigating the EU AI Act with diligence,
creativity, and a firm understanding of your

North Star can set you apart. By embracing
the principles of the Act, you will be prepared
to tackle not just the current regulatory
landscape, but the evolving terrain of AI
oversight that lies ahead.

- Competitive Edge?

H , Ready to Turn Compliance into a

Contact us today to learn how we can help you navigate the
complexities of the AI Act, ensuring compliance, mitigating

risk, and fuelling innovation.
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