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EXECUTIVE SUMMARY

The Gap Nobody Is Naming

Enterprise Al adoption is accelerating. Every major analyst firm is tracking the numbers. Every
boardroom is discussing the roadmap. But there is a structural problem embedded in almost every
enterprise Al deployment that is not being named clearly: when something goes wrong, nobody is
accountable.

This is not a technology problem. The models are improving. The capabilities are expanding. The
problem is contractual. Every major Al vendor, from hyperscalers to foundation model providers,
explicitly disclaims liability for agent outputs at the point of handoff. The enterprise absorbs the risk.
The vendor keeps the revenue.

This paper examines what the accountability gap is, why it exists, what happens when it is exposed, and
what a properly accountable Al deployment looks like. The goal is not to slow down enterprise Al
adoption. It is to help enterprises adopt Al in a way that does not create invisible liabilities.

51% SO 100%

Banks Piloting Al Agents Vendor Liability Risk on Enterprise
KPMG survey, July 2026 Standard terms across all major Al When Al output causes downstream
providers harm

SECTION 1

What the Accountability Gap Is

When a law firm hires a paralegal, the firm is responsible for that paralegal's work product. There is a
clear chain of accountability. When the same firm deploys an Al agent to do comparable tasks, that
chain breaks. The Al vendor's terms of service say, in plain language, that outputs are provided as-is
and the vendor bears no responsibility for their accuracy, completeness, or fitness for purpose.

This is not a legal technicality buried in fine print. It is the stated, deliberate position of every major Al
provider. Microsoft, Google, Anthropic, OpenAl. Each of their enterprise agreements contains
substantially similar language. The vendor provides the capability. The enterprise takes the
consequence.

"Its value for the purchaser is not known until he has the information, but then he has in
effect acquired it without cost.”
Kenneth Arrow, on the Information Paradox, which Al has now inverted



Satya Nadella described one dimension of this in July 2026 when he wrote about the Reverse
Information Paradox: enterprises are paying for Al twice, once in money and once in the institutional
knowledge that leaks through every agent correction and trace. But there is a second dimension
Nadella did not address directly: the accountability that disappears at the handoff.

Where the Gap Appears

The accountability gap is not visible until something goes wrong. An Al agent files an incorrect
compliance document. A billing automation charges the wrong amount to a client account. A contract
review agent misses a critical clause. A customer-facing agent gives factually incorrect information that
the customer acts on.

In each of these scenarios, the enterprise has a problem. The Al vendor has a disclaimer. The gap
between those two positions is where the enterprise absorbs costs, regulatory risk, reputational
damage, and in some cases legal liability that has no recourse path.

SECTION 2

Why the Gap Exists

The accountability gap exists for three reasons. Understanding them matters because the solution has
to address all three, not just one.

Reason 1: Scale Makes Liability Existential for Vendors

A foundation model processes billions of queries. At that scale, accepting liability for each output would
be financially impossible. A single percentage point of error across billions of queries creates a liability
exposure that no business model can absorb. So vendors disclaim it entirely. This is not malicious. It is
structural.

Reason 2: The Industry Moved Faster Than the Legal Framework

Enterprise software has decades of established liability frameworks: SLAs, indemnification clauses, fit-
for-purpose warranties. Al deployment has moved faster than those frameworks have adapted. Most
enterprise Al contracts today are standard software licensing agreements with Al capabilities bolted
on. The accountability structures that professional services firms spent decades developing have not
yet been applied to Al workforce deployments.

Reason 3: Nobody Has Chosen to Solve It

Building accountability into an Al deployment requires operational infrastructure that most Al vendors
do not want to build. Named agents with defined remits. Formal statements of work. Escalation paths.



Audit trails. Human contacts for every client engagement. This is not engineering work. It is operations
work. And most Al companies are engineering companies that do not want to run a professional
services firm.

"The idea of Al employees feels so short-sighted to me. Both disrespectful to humans and a
complete misunderstanding of what these tools can do."
Simon Willison, Creator of Datasette, July 11, 2026

Willison is pointing at a real problem: the accountability language around Al agents has outrun the
accountability structures. The answer is not to abandon the workforce framing. It is to build the
contractual and operational structures that make the framing real.

SECTION 3

What Happens When the Gap Is Exposed

The accountability gap is not theoretical. It surfaces in real enterprise scenarios that are becoming
more common as Al agent deployment accelerates. The following scenarios are representative, not
exhaustive.

‘ Scenario

What Happens When It Goes Wrong

Wrong Output,
Client Catches It

CA firm / legal review

Agent files an incorrect document. Client spots it before submission. The
enterprise absorbs the correction cost, the delay, and the client relationship
damage. The vendor's position: output was provided as-is.

Wrong Output,
Nobody Catches It

Finance / compliance

Agent files something incorrect. It is submitted. Downstream regulatory
consequence follows. The enterprise faces the regulator. The vendor has no
exposure.

Agent Goes Silent
Any operational
deployment

Agent stops producing output mid-engagement. No SLA. No escalation path. No
named contact. The client is waiting. The enterprise has no clear answer.

Correct Output,
Client Disagrees
Legal / professional
advice

Agent produces a correct analysis. Client believes it is wrong. Without a formal
review process and a human escalation path, the dispute has no resolution
mechanism.

Scope Creep

Tech / operations

Client asks agent to do something outside its original remit. Agent attempts it.
Goes wrong. Without a formal SoW defining scope, the liability question is
genuinely unclear.

In every scenario, the common factor is the same: no contractual structure existed that defined who
was responsible, what the recovery path was, and what the client was entitled to when the agent failed
to deliver.



SECTION 4

What a Properly Accountable AI Deployment Looks
Like

Accountability in professional services is not new. Law firms, accounting firms, management
consultants, and technology services firms have spent decades building contractual frameworks that
make professional accountability real. Those frameworks translate directly to Al workforce
deployments.

The gap does not close by adding a feature. It closes by answering six questions before a single agent
touches a client's work. If the honest answer to any of them is "we haven't worked that out yet," the
accountability gap is present in that deployment, whoever the vendor is.

Question 1: Is Responsibility Assigned to a Person, or to a Product?

When something goes wrong, "the Al" cannot answer for it. Standard deployments leave responsibility
diffuse across a product, a vendor, and an internal team, with no single point where accountability
actually lands.

Question 2: Was Scope Agreed Before Work Began, or Discovered After
Something Broke?

Most enterprise Al deployments run on a licence agreement, not a scope of work. What the system will
and will not do is rarely written down in a way either party can point to later.

Question 3: Does a Missed Standard Have a Consequence?

A quality or response-time commitment that carries no consequence when missed is not really a
commitment. Whether that consequence is financial, operational, or a guaranteed human review, an
accountable deployment has one.

Question 4: Who Owns What the System Learns About Your Business?

Every correction, every piece of context, every workflow detail an Al system absorbs while working for
you is potentially valuable. Standard deployments rarely specify who owns that in writing.



Question 5: When the System Cannot Complete the Task, Is There a Person
to Call?

A support ticket queue is not the same as a name. Accountability requires a human who can be reached
and can make a decision, not just a case number and an estimated response window.

Question 6: Can You Reconstruct What Happened?

In regulated industries this is already a requirement. Everywhere else, it is the difference between
being able to explain an incident and being unable to.

SECTION 5

Standard Deployment vs. Accountable Deployment

Accountability
Element

Standard Al Deployment

‘ Accountable Al Deployment

Who is responsible?

No named responsible party. Vendor

disclaims at handoff.

A specific person, not a product, is
answerable.

What is the contract?

Standard software licence. Terms of
service. No output guarantees.

Scope and standards agreed in writing
before work begins.

What happens when it
fails?

File a support ticket. Hope for a
response. No guaranteed timeline.

A defined response, with a real
consequence for missing it.

Who owns the
memory?

Unclear. Vendor may use interaction
data to improve their models.

Ownership of what the system learns is
settled in writing.

Can you audit what

Partial. Depends on what the vendor

What happened, and why, can always

happened? logs and shares. be reconstructed.
What is the liability Enterprise absorbs all downstream Accountability is contractual, not
position? risk. Vendor has no exposure. aspirational.

SECTION 6

Questions Every Enterprise Should Ask Before
Deploying Al Agents

These questions are not technical. They are contractual and operational. If the answer to any of them is
unclear, the accountability gap is present.



1. Who is accountable for this agent's output? Not "the Al vendor." A specific person or entity with a
contractual obligation.

2. What happens when the agent gets something wrong? Is there a defined escalation path? A
timeline? A named contact? Or just a support ticket?

3. What is the agent's defined scope? [s there a document that specifies what the agent will and will
not do? Was it signed before work began?

4. Who owns what the agent learns about our business? Is that knowledge isolated? Can it be used
by the vendor to improve other clients' deployments?

5. Can we audit what the agent did? Is there a complete, timestamped log of every action the agent
took and every decision it made?

6. What is our recourse if the agent causes downstream harm? Is there a contractual remedy? Or
does the vendor's terms of service disclaim all liability?

CLOSING

The Structure Is the Answer

The accountability gap in enterprise Al is real, it is structural, and it is solvable. The solution is not
technical. It is contractual and operational. The same frameworks that professional services firms have
used for decades to make human accountability real apply directly to Al agent deployments.

Getting there is not an engineering problem. It is a decision to answer six uncomfortable questions
honestly, before signing anything, rather than after something breaks.

The enterprises that get this right in the next 12 months will have a significant structural advantage
over those that deploy Al without accountability structures and discover the gap the hard way.

KTER exists to close this exact gap for enterprises deploying Al agents today. If you're evaluating an Al
vendor and can't get straight answers to the six questions above, write to srini@kter.ai.
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