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Figure 1 — The AI Governance Framework | EfuturesCFO Proprietary Framework

Executive Description

The AI Governance Framework is the EfuturesCFO framework for ensuring that AI systems deployed in the finance
function and across the enterprise operate accurately, ethically, transparently, and within defined risk parameters. As
AI adoption accelerates, the CFO’s role as AI risk steward becomes increasingly critical: AI that operates without
governance can produce biased decisions, regulatory violations, and financial losses at machine speed and scale.

The four pillars address the complete AI governance requirement. AI Strategy and Policy defines which AI use cases
to pursue and under what conditions. Model Validation ensures AI models produce accurate, unbiased outputs. Risk
and Ethics addresses the explainability, compliance, and ethical dimensions of AI-driven decisions. Human Oversight
maintains appropriate human control over AI-influenced decisions, with defined authority levels and override
procedures.
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Pillar 1: AI Strategy & Policy

AI strategy defines which use cases to pursue, how to prioritize AI investments, and the policies governing AI
deployment. This pillar covers use case prioritization (selecting AI applications with the highest business value and
acceptable risk), deployment policy (defining the conditions under which AI can be deployed in production), and
investment framework (evaluating AI investments with the same rigor applied to any capital expenditure).

Pillar 2: Model Validation

Model validation ensures that AI models produce accurate and reliable outputs. This pillar covers accuracy testing
(measuring model performance against known outcomes), bias detection (identifying systematic errors that
disadvantage specific groups or produce unfair outcomes), and drift monitoring (detecting when model performance
degrades over time as underlying data patterns change).

Pillar 3: Risk & Ethics

Risk and ethics addresses the broader implications of AI-driven decisions. This pillar covers explainability (ensuring
AI decisions can be understood and explained to stakeholders), compliance mapping (identifying and meeting
applicable AI regulations), and ethical boundaries (defining what AI should not be used for, regardless of its technical
capability).

Pillar 4: Human Oversight

Human oversight maintains appropriate human control over AI-influenced decisions. This pillar covers decision
authority levels (defining which decisions AI can make autonomously, which require human approval, and which
should never be delegated to AI), override procedures (enabling humans to override AI recommendations when
judgment is required), and accountability (ensuring that a human is ultimately accountable for every AI-influenced
decision).
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Common Themes & Cross-Framework Dependencies

Theme 1: AI Governance Is Not Anti-AI

Governance enables responsible AI adoption by building the trust and safeguards needed for the organization to
deploy AI with confidence. Companies with strong AI governance adopt AI faster and more successfully than those
without it.

Theme 2: The CFO as AI Risk Steward

The CFO’s analytical discipline, risk management orientation, and governance experience make the CFO uniquely
qualified to steward AI governance. AI governance requires the same rigor the CFO applies to financial risk
management, internal controls, and regulatory compliance.

Theme 3: Human Accountability for AI Decisions

AI does not make decisions; it informs decisions. A human must remain accountable for every consequential
decision, regardless of whether AI was used in the analysis. This principle protects both the organization and the
individuals affected by AI-influenced outcomes.

Cross-Framework Dependencies

• Prerequisite: Data Governance (#38) provides the data quality discipline that AI models depend on.

• Enabling: AI for Finance (#39) provides the AI deployment context for which governance is designed.

• Amplifying: Enterprise Risk Management (#30) integrates AI risk into the enterprise risk framework.

• Downstream: Internal Controls (#31) must incorporate controls for AI-driven processes.
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Operating Mechanisms

Operating mechanisms are the specific processes, cadences, governance structures, roles, and measurement
systems needed to activate each pillar. The mechanisms below convert this framework from a conceptual model into
an operational reality.

Mechanism 1: The AI Use Case Registry

A central registry of all AI applications deployed or under development, with metadata: purpose, data sources, model
type, decision impact level, validation status, and responsible owner. The registry provides visibility into the
organization’s AI portfolio and ensures no AI deployment operates without governance oversight.

Mechanism 2: The Model Validation Protocol

A standardized validation process required before any AI model is deployed in production. The protocol includes
accuracy benchmarking (testing against known outcomes), bias testing (checking for discriminatory patterns),
explainability assessment (confirming that model decisions can be explained), and ongoing monitoring requirements
(defining the frequency and criteria for post-deployment validation).

Mechanism 3: The AI Ethics Review

A review process for AI applications that affect individuals or involve sensitive decisions. The review evaluates
whether the AI application operates within defined ethical boundaries, whether affected individuals have adequate
recourse, and whether the application complies with applicable regulations. The review is required before deployment
and triggered by any significant model change.

Decision Decision Maker Cadence CFO Role

AI governance policy CEO + CFO + CTO Annual Co-owner: designs governance framework

AI use case approval
(high-impact)

CFO + CTO Per use case Co-approver: evaluates risk and ROI

Model validation
requirements

CFO + CTO Annual Co-owner: sets validation standards

AI ethics review CFO + Legal + CTO Per application Reviewer: evaluates financial and ethical
implications

Human oversight levels for
AI decisions

CFO + ExCo Per use case Owner: defines decision authority levels

Figure 2 — Decision Rights Matrix

Quarter Activity Owner Output

Quarterly AI use case registry review CFO + CTO Updated registry
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Quarter Activity Owner Output

Per
deployment

Model validation protocol execution Data Science + CFO Validation report

Semi-annual AI risk assessment CFO + CTO AI risk report

Annual AI governance policy review CFO + CTO + Legal Updated policy

Quarterly Board AI governance update CFO + CTO Board AI briefing

Figure 3 — Governance Calendar
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CFO Personal vs. Delegation Actions

Activity CFO Personal Delegate To

AI governance framework design ✓ CFO co-designs with CTO —

AI use case registry oversight ✔ CFO reviews quarterly CTO and data team maintain

Model validation standard setting ✓ CFO co-sets standards Data science executes validation

AI ethics review participation ✓ CFO participates for finance AI Legal and CTO lead broader reviews

Board AI governance reporting ✓ CFO co-presents CTO provides technical updates

AI investment evaluation ✓ CFO evaluates ROI CTO evaluates technical feasibility

Figure 4 — CFO vs. Delegation Matrix
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Failure Modes & Warning Signs

The The AI Governance Framework fails in predictable ways. Each failure mode produces specific symptoms the
CFO should monitor. The hub-and-spoke design implies balance across all four pillars; imbalance is the primary
failure pattern.

Failure Mode 1: Ungoverned AI Proliferation

AI models deployed across the organization without centralized visibility, validation, or oversight. Symptoms:
individual teams deploying AI tools without informing the governance function, models operating in production without
validation, and AI-driven decisions with no human accountability.

Failure Mode 2: Bias at Scale

AI models producing biased outputs that are applied to decisions affecting customers, employees, or stakeholders at
scale. Symptoms: systematic patterns in AI-driven decisions that disadvantage specific groups, model outputs that
produce different results for similar inputs based on protected characteristics, and regulatory inquiries about AI-driven
decision patterns.

Failure Mode 3: Black Box Decisions

AI models producing decisions that cannot be explained to affected parties or regulators. Symptoms: inability to
explain why an AI model produced a specific output, regulatory challenges to AI-driven decisions that cannot be
defended, and organizational discomfort with AI decisions that feel arbitrary.

Framework Imbalance Diagnostic

Symptom Likely Imbalance Corrective Action

AI tools deployed without
IT/CFO knowledge

No registry Implement AI use case registry immediately

AI outputs producing
unexpected patterns

No validation Apply model validation protocol to all active models

Cannot explain AI-driven
decisions

Explainability gap Require explainability assessment before deployment

No human override for AI
recommendations

Oversight gap Define decision authority levels with override procedures

Figure 5 — Framework Imbalance Diagnostic
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Maturity Progression: Stage-Specific Actions

Most organizations operate at Level 2 or Level 3 on this framework. The progression below provides the concrete
steps needed to advance.

From → To What Changes Specific Actions Timeline

Level 1→2 From unaware to
inventoried

1. Identify all AI applications in use 2. Build AI use case
registry 3. Draft AI governance policy

3–6 months

Level 2→3 From inventoried to
governed

1. Implement model validation protocol 2. Define human
oversight levels for each AI application 3. Launch AI ethics
review for high-impact use cases

6–12 months

Level 3→4 From governed to
monitored

1. Automated bias and drift monitoring 2. Real-time model
performance dashboards 3. Regulatory compliance
mapping for AI regulations

12–18 months

Level 4→5 From monitored to
strategic

1. AI governance as competitive advantage 2. Proactive
engagement with AI regulatory development 3. Board
confidence in AI deployment and governance

18–24 months

Figure 6 — Maturity Progression Roadmap
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Industry Calibration

The four pillars apply universally, but their relative emphasis shifts by industry. The CFO should calibrate the
framework to match industry realities.

Industry Dominant Pillar Calibration Notes

SaaS Model Validation AI embedded in products requires rigorous validation. Customer-facing AI has the
highest reputational risk.

Manufacturing Human Oversight AI in production processes requires clear human override capability. Safety-critical AI
needs highest oversight.

Financial
Services

Risk & Ethics Regulatory requirements (SR 11-7, fair lending) mandate formal AI model risk
management.

PE-Backed AI Strategy & Policy AI governance maturity affects transaction valuation. Demonstrated governance
supports exit positioning.

Healthcare Risk & Ethics AI in clinical decision support requires the highest levels of validation, explainability,
and ethical review.

Figure 7 — Industry Calibration Matrix

Quantification Anchors

These metrics indicate whether the framework is actively operating or merely documented.

Pillar Active Indicator Target Red Flag

Strategy AI use case registry maintained Yes, updated
quarterly

No registry: AI deployments are
ungoverned

Validation % of production AI models validated 100% Below 50%: model risk is unmanaged

Risk & Ethics Last AI risk assessment Within 12 months Never: AI risk is unknown

Oversight % of AI-influenced decisions with defined
human authority

100% Below 50%: accountability is unclear

Figure 8 — Quantification Anchors
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Implementation Quick-Start

First Three Moves

If you do nothing else, do these three things within the next 30 days.

• Move 1: Inventory every AI application in use across the organization. Most companies are surprised to
discover AI embedded in tools they did not realize used AI. The inventory is the first step toward governance
visibility.

• Move 2: Define human oversight levels for each AI application. Which AI recommendations can be
implemented automatically, which require human review, and which require human approval? This decision
framework is the minimum viable AI governance.

• Move 3: Validate one high-impact AI model. Test it for accuracy, bias, and explainability. This single
validation exercise demonstrates the value of AI governance and reveals risks that ungoverned deployment
conceals.

90-Day Activation Checklist

Week Action Output

1–3 Inventory all AI applications across the organization AI use case registry

3–5 Define human oversight levels for each application Decision authority framework

5–7 Validate one high-impact AI model for accuracy and bias Validation report

7–9 Draft AI governance policy Policy draft

9–11 Conduct AI risk assessment AI risk report

11–13 Present AI governance framework to board Board AI governance briefing

Figure 9 — 90-Day Activation Checklist

The Single Most Important Action

Inventory every AI application in use across the organization. You cannot govern what you cannot see. Most
organizations discover AI deployed in tools, processes, and products they did not realize used AI. The
inventory is the foundation for every governance activity: validation, oversight, risk assessment, and
compliance. Without it, AI governance is aspirational. With it, AI governance is operational.


