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Al Audit & Compliance
Framework: Practical
Methods & Evaluation

Ready to elevate your auditing skills with AI expertise?
This program is exclusively designed for auditors holding CISA, CIA, CPA, or

other professional certifications, or professionals with a strong background in
auditing.

Practical: AI Audit Applications

E Templates & Charters

o AI Audit Charter — Detailed Template

Defines scope, authority, responsibilities, and alignment with professional
stanaards.

[ Questionnaires & Surveys

« AI Governance, Strategy, and Risk Management — Audit
Questionnaire & Interview Guide

e Preliminary AI Audit Survey & Interview Guide
Structured tools for initial assessment through surveys & interviews.

Planning & Meetings

o Meeting Minutes Template: AI Audit Scope Discussion

o AI Audit Planning Memo
Ensure audit objectives, resources, and scope are clearly agreed.
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[ Frameworks

« Expanded Governance Audit Framework
o AI Risk Management Audit Framework

o AI Control Environment & COSO-Based Audit Framework
Detailed audit procedures mapped to governance, risk, and COSO principles.

B System Audit Tools

o Ultra-Detailed AI System Audit Checklist (200+ Controls)
Covers backup, recovery, data, models, security, compliance, monitoring, and
continuity.

Reporting & Follow-up
o AI Audit — Opening & Exit Meeting Minutes (Templates)

o AI System Audit Report Template
Stanaardized reporting format: findings, recommendations, management
responses, follow-up.

Z° Course Highlights

o Practical insights into AI Governance, Risk Management, and Audit
Evaluation.

o Deep understanding of AI system operations, data flows, and algorithmic
processes.

» Applied methodologies and AI auditing tools.
« Real-world case studies and evaluation scenarios.

« Strong hands-on, practice-oriented approach tailored for professional
auditors.

Expert Instructor

Yazan Abu Ghosh DBA| MBA in business |AIS Bcs| Head of Internal
Auditor | Team Leader | CISA, CFE, FMVA, GRCP, IAIP,A AI A and more |
Expert in Auditing, Cybersecurity, Forensic Accounting & AML
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¢ linkedin.com/in/ygosh
and now I am studying MBA IN AI

@ Certification Requirements

Prerequisites:

» Active certification (CISA, CIA, CPA, , ), or

» Professional experience/background in auditing.

AI GOVERNANCE AND RISK
INDEX

A Comprehensive Framework for Responsible Implementation

|33% DOMAIN 1 — AL GOVERNANCE AND RISK

This Domain demonstrates your ability to advise stakeholders on implementing AI
solutions through appropriate and effective policy, risk controls, data governance
and ethical standards.

A — Al MODELS, CONSIDERATIONS, AND
REQUIREMENTS

1. Types of Al

2. Machine Learning/AI Models

3. Algorithms

4. A Life Cycle

5. Business Considerations
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B — AI GOVERNANCE AND PROGRAM MANAGEMENT

Al Strategy
AI-Related Roles and Responsibilities
AI-Related Policies and Procedures

AI Training and Awareness

U

Program Metrics

C — AI RISK MANAGEMENT

1. AI-Related Risk Identification
2. Risk Assessment

3. Risk Monitoring

D — PRIVACY AND DATA GOVERNANCE PROGRAMS

1. Data Governance

2. Privacy Considerations

E — LEADING PRACTICES, ETHICS, REGULATIONS, AND
STANDARDS FOR AI

1. Standards, Frameworks, and Regulations Related to AI

2. Ethical Considerations
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KEY DOMAIN TERMINOLOGY

Definition

The framework of policies, roles, and procedures guiding

BN Al implementation.

Risk Controls MeaSL_lres. to identify, assess, and mitigate potential
negative impacts of Al systems.

Ethical Principles ensuring Al is developed and used fairly,

Standards transparently, and accountably.
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2.2 A—AI MODELS, CONSIDERATIONS, AND
REQUIREMENTS

A—AI MODELS, CONSIDERATIONS,
AND REQUIREMENTS

This lesson provides a foundational overview of the key components, processes, and strategic
factors involved in the development and deployment of Artificial Intelligence systems.

| 1. Types of AI

Artificial Intelligence can be broadly categorized based on its capabilities and
functionality. Understanding these distinctions is crucial for selecting the right
approach for a given problem.

o Narrow AI (Weak AI): Designed and trained for a specific task (e.g.,
virtual assistants, recommendation systems).

o General AI (Strong AI): A theoretical form of AI with the ability to
understand, learn, and apply intelligence across a broad range of tasks,
akin to human cognition.

» Artificial Superintelligence (ASI): A hypothetical AI that surpasses
human intelligence in all aspects.
| 2. Machine Learning / AI Models

Al models are the core engines trained on data to make predictions or decisions.
Different model types are suited for different kinds of data and tasks.

Primary Use
Case

Key Characteristic

Model Type

Supervised Classification, Learns from labeled training
Learning Regression data.
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Model Type

Primary Use

Case Key Characteristic

Unsupervised Clustering, Finds patterns in unlabeled
Learning Association data.

Reinforcement Game A,
Learning Robotics

Learns by interacting with an
environment to maximize
rewards.

| 3. Algorithms

Algorithms are the step-by-step computational procedures used to train AI models.
They are the mathematical foundations that enable learning from data.

Common Algorithm Examples:

Linear & Logistic Regression: For predicting continuous values and
classification.

Decision Trees & Random Forests: For classification and regression
using tree-based structures.

Support Vector Machines (SVM): Effective for high-dimensional
classification problems.

Neural Networks & Deep Learning: Multi-layered models inspired by
the human brain, excelling in complex pattern recognition.

| 4. Al Life Cycle

The end-to-end process for developing, deploying, and maintaining an AI system. A
structured life cycle is critical for project success and governance.

1.

Problem Definition & Scoping: Clearly define the business objective
and success metrics.

Data Collection & Preparation: Gather, clean, and preprocess relevant
data.
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3. Model Development & Training: Select algorithms, train models, and
tune hyperparameters.

4. Model Evaluation & Validation: Test model performance on unseen
data.

5. Deployment & Integration: Integrate the model into the production
environment.

6. Monitoring & Maintenance: Continuously monitor performance and
retrain as needed.

5. Business Considerations

Successful Al implementation requires addressing key strategic, operational, and
ethical factors beyond pure technology.

ROI & Value Alignment: The Al initiative must align with core business goals and
demonstrate clear value.

Data Strategy & Quality: Availability, quality, and governance of data are
paramount.

Talent & Expertise: Access to skilled data scientists, engineers, and domain experts.
Infrastructure & Tools: Computational resources, software platforms, and MLOps
capabilities.

Ethics, Bias, & Fairness: Proactive measures to ensure models are fair, transparent,
and accountable.

Compliance & Risk Management: Adherence to regulations (e.g., GDPR) and
management of associated risks.
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2.3 &1.1 AI Fundamentals Explained:
Models, Algorithms, Lifecycle & Business
Impact

1.1 AI Fundamentals Explained:
Models, Algorithms, Lifecycle &
Business Impact

Core Concepts of Artificial Intelligence

At its heart, Artificial Intelligence (AI) is a branch of computer science focused on
creating systems capable of performing tasks that typically require human intelligence.
These tasks include learning, reasoning, problem-solving, perception, and language
understanding.

Key AI Terminology

« Model: A mathematical representation of a real-world process, trained to make
predictions or decisions.

« Algorithm: A set of step-by-step instructions or rules for solving a problem or
completing a task.

» Training Data: The dataset used to teach an AI model to recognize patterns
and make decisions.

« Inference: The process of using a trained model to make predictions on new,
unseen data.

The AI Project Lifecycle

Developing an Al solution follows a structured lifecycle to ensure success and
scalability.
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Phase

1. Problem
Definition

2. Data
Preparation

3. Model
Development

4. Deployment

5. Maintenance

Key Activities

Identify business need, define
success metrics, scope the project.

Collect, clean, label, and preprocess
data.

Select algorithm, train model, tune
hyperparameters.

Integrate into production systems,
create APIs, monitor performance.

Monitor for drift, retrain with new
data, update as needed.

Business Impact & Strategic Value

Outcome

Clear project
charter &
objectives.

High-quality,
ready-to-use
dataset.

Trained and
validated AI model.

Live, operational AI
solution.

Sustained accuracy
and relevance.

Al is not just a technical tool; it's a strategic asset that drives transformation across

industries.

Primary Areas of Impact:

« Automation: Streamlining repetitive, rule-based tasks to increase efficiency
and reduce costs.

« Enhanced Decision-Making: Providing data-driven insights and predictions
to support complex decisions.
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» Personalization: Tailoring products, services, and content to individual
customer preferences.

« Innovation: Enabling new products, services, and business models previously
not possible.

Key Takeaway: A successful Al initiative starts with a clear business problem, not
with the technology. The lifecycle ensures the solution is robust, ethical, and delivers
measurable value.
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2.4 Types of Al

33% DOMAIN 1 — AT GOVERNANCE AND RISK

This Domain demonstrates your ability to advise stakeholders on implementing AI solutions
through appropriate and effective policy, risk controls, data governance and ethical standards.

Types of Al

Key Concepts and Types of Al

AI Concepts

AI encompasses various technologies that enable machines to perform tasks requiring
human-like intelligence. Key concepts include machine learning for data-driven
optimization, knowledge representation for decision-making, and neural networks for
pattern recognition.

» Artificial Intelligence (AI): The theory and development of computer
systems capable of performing tasks that typically require human intelligence.

o Machine Learning: The process of optimizing a model's parameters using
computational techniques so that the model's behavior reflects the data or
experience.

« Knowledge: Refers to the structured information used by systems to make
decisions and solve problems, enabling automated reasoning.

 Neural Networks: A network consisting of one or more layers of neurons
connected by adjustable weighted links, which takes input data and produces
an output.

Concepts and Acronyms on Al Systems

Al includes diverse fields that enable machines to process information, learn from
experience, and interact with their environment. Some areas focus on replicating
human intelligence, while others specialize in tasks like language understanding, visual
recognition, and decision-making.

» AGI: Artificial General Intelligence: Al systems with human-like cognitive
abilities across various domains.

o ASI: Artificial Super Intelligence: Hypothetical AI surpassing human
intelligence in all fields.

o ML: Machine Learning: Subset of Al focused on algorithms that learn from
data.
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o« NLP: Natural Language Processing: Al dealing with human language
understanding and generation.

o CV: Computer Vision: Al focused on interpreting and analyzing visual data.

« RL: Reinforcement Learning: Learning through rewards and penalties in a
dynamic environment.

Types and Characteristics of Artificial Intelligence

Al agents are autonomous systems that perceive their environment, process
information, and take actions to achieve specific goals. They can range from simple
rule-based programs to complex learning models. Some Al systems rely on explicit
logic, while others learn from data and experience. These approaches shape how Al
understands, reasons, and interacts with the world.

o AI Agent: An automated entity that perceives and reacts to its environment,
taking actions to achieve its objectives.

o Symbolic AI: Al based on techniques and models that manipulate symbols
and structures according to explicitly defined rules to derive inferences.

e Sub-symbolic AI: Al based on techniques and models that use an implicit
encoding of information, derived from experience or raw data.

Approaches to Machine Learning

Machine learning is categorized based on how models learn from data. Supervised
learning relies on labeled data for training, while unsupervised learning identifies
patterns in unlabeled data. Semi-supervised learning combines both approaches to
improve efficiency. Reinforcement learning trains agents to make decisions by
maximizing rewards through trial and error.

« Supervised Learning: Machine learning that uses only labeled data during
training.

« Semi-Supervised Learning: Machine learning that uses both labeled and
unlabeled data during training.

o Unsupervised Learning: Machine learning that uses only unlabeled data
during training.

« Reinforcement Learning: Learning an optimal sequence of actions to
maximize a reward through interaction with an environment.

Types of AI Based on Capabilities
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Al development ranges from specialized systems to hypothetical human-like
intelligence. While current Al excels at narrow tasks, research aims to create adaptable
models with broader reasoning capabilities. The field explores how machines can
replicate or surpass human cognition.

« Narrow AI: Al specialized in a specific task. It excels at one function, such as
image recognition or language translation, but lacks the ability to transfer skills.
Most current Al applications, like chatbots and recommendation systems, fall
into this category.

o General AI: Al capable of performing a variety of tasks similar to human
intelligence. It can understand, learn, and apply knowledge across different
fields without requiring retraining. Unlike narrow AI, it mimics human
adaptability in problem-solving.

o Strong AI: AI with cognitive capabilities similar to or superior to those of
humans. It can reason, learn, and adapt across multiple domains without
explicit programming. This level of Al remains theoretical and is a key goal of
advanced Al research.

Types of Al Systems Based on Cognitive Capabilities

Al can be categorized by its ability to perceive, process, and adapt to information.
Early systems rely purely on reactive responses, while more advanced models
incorporate memory for decision-making. Theoretical advancements aim to develop
Al that understands human emotions and, ultimately, achieves self-awareness. These
classifications help define AI's evolution from simple automation to potential
consciousness.

« Reactive Machines: Al that reacts only to current stimuli. It does not store
past experiences or learn from previous interactions. Examples include chess-
playing Al like Deep Blue, which makes decisions based solely on the present
game state.

« Limited Memory: Al that uses past experiences to make short-term decisions.
It can analyze recent data to improve responses but does not retain long-term
knowledge. This is seen in self-driving cars, which use past sensor data to
navigate traffic.

o Theory of Mind: Al capable of understanding the emotions and thoughts of
others. It would interpret human intentions and interact with social awareness.
Though still theoretical, this AI could enhance human-computer collaboration
in fields like healthcare and psychology.

» Self-Aware AI: Al with self-awareness and the ability to reflect on itself. It
would possess independent thought, emotions, and a sense of identity. This
remains a hypothetical concept, representing the most advanced stage of Al
development.
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Classification of AI Systems According to the EU AI Act

The EU Atrtificial Intelligence Act (AI Act) provides a framework for regulating Al
systems based on their potential risks and impact on society. It seeks to ensure that
AI systems in the EU are safe, transparent, ethical, and aligned with fundamental
rights. AI systems are classified into four categories !:

Risk Category Description & Examples

Minimal or No AI systems with minimal risk, no specific legal requirements.

Risk

Limited Risk Systems with low risk but requiring basic transparency
obligations. Examples: chatbots and Al-powered customer
service tools.

High Risk These systems are allowed but subject to strict

requirements to minimize risks. Examples: Al used in critical
sectors like healthcare, transportation, education,
employment, and law enforcement.

Unacceptable These systems are prohibited due to threats to human
Risk rights and safety.

Based on the information in the "Integrated Artificial Intelligence Framework: Useful Models, and Methods
for the Integrated Artificial Intelligence Professional (IAIP) certification” document .

Add to follow-up | Check sources
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2.5 Machine Learning Approaches

Machine Learning Approaches

Machine learning is categorized by how models learn from data. These approaches
are fundamental to the development and functioning of Al models!:

e Supervised Learning: This approach uses only labeled data during the
training process. Models learn from input-output pairs to make predictions or
classifications on new, unseen data.

e Semi-Supervised Learning: This method employs a combination of both
labeled and unlabeled data during training. It is useful when acquiring labeled
data is expensive or time-consuming.

e Unsupervised Learning: In this approach, models are trained using only
unlabeled data. The goal is to identify patterns, structures, or relationships
inherent in the data itself, such as clustering or dimensionality reduction.

* Reinforcement Learning: This type of learning involves training an agent
to make a sequence of optimal actions to maximize a cumulative reward by
interacting with a dynamic environment. The agent learns through trial and
error.

Models of Human-AI Cooperation

The document outlines several models that describe the interaction and collaboration
between humans and Al systems. These models often involve underlying AI/ML
capabilities!:

The Deloitte Augmented Intelligence Framework

This framework details how AI enhances human performance through three
collaboration models:

o Al automating routine tasks
o Al augmenting human decision-making with insights

o Al amplifying human expertise to enable more complex, strategic
outcomes

This framework emphasizes the synergy where technology supports, rather
than replaces, human capabilities.
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. The PwC AI Augmentation Spectrum
This model categorizes Al's role in human work based on two dimensions:

o AI Autonomy: Ranging from Al requiring human guidance to operating
independently

o Role Complexity: From simple task execution to complex decision-
making and collaboration

Within this spectrum, Al can assume six roles: Executor, Self-Learner, Assistant,
Co-creator, Decision-Maker, and Advisor.

. The MIT Human-In-The-Loop (HITL) AI Mode

This model emphasizes collaboration where humans remain involved at critical
points in Al decision-making. It involves three stages:

Stage Description

Al AI independently analyzes data and provides initial
Suggestion recommendations

Human Humans evaluate Al recommendations, adding context and
Review ethical judgment

AI Adaptation Al incorporates human feedback to continuously improve

This iterative approach aims to enhance Al reliability while ensuring human
oversight.

. The Harvard Human-AI Teaming Model

This model highlights diverse AI interaction modes with human workers,
categorized as:

o Al as a Tool: Al provides data-driven insights to assist human decision-
making

o AI as a Collaborator: Al and humans work together, sharing tasks to
enhance productivity

o AI as a Manager: Al takes a leadership role in directing human
activities, such as scheduling or performance management
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. The Microsoft AI Maturity Models

o Model 1 (Progression to Autonomy)

Illustrates Al's transition from supporting human efforts to operating
independently across three stages:

= Assisted Intelligence: Al provides basic automation and
insights

= Augmented Intelligence: Al collaborates to enhance human
decisions

= Autonomous Intelligence: Al independently performs tasks
and decisions

o Model 2 (Organizational AI Adoption Stages)

Shows an organization's progression in adopting and integrating Al,
through four stages:

= Foundational: Characterized by questioning AI's application,
low digitalization, and basic analytical capabilities

= Approaching: Marked by hope in Al's promise, ongoing
digitalization, and a focus on process optimization, possibly with
caution about disruption

= Aspirational: The organization has experimented with and
applied Al, featuring high digitalization, AI-oriented operations,
and a data-driven culture

= Mature: Demonstrates emerging data science and operational
capability, understanding of model lifecycle management, and a
foundational data architecture

Al Systems Development Lifecycle (AI SDLC)

The AI SDLC outlines the process for planning, creating, testing, and deploying Al
systems, with specific emphasis on data and model-centric stages. Key stages in
developing Al models include:
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Stage Description

Data Planning Defining strategies for data acquisition, storage, and
governance to ensure Al systems have access to high-
quality, relevant datasets.

Model Design & Creating the AI model’s structure, algorithms, and
Development processing mechanisms to align with business
objectives and ethical considerations.

Data Collection & Gathering data from various sources, then cleaning,
Preparation structuring, and labeling it to make it suitable for
training AI models.

Model Training & Training AI models on prepared data and assessing
Evaluation their performance to verify accuracy, fairness, and
compliance with ethical standards.

The AI SDLC also incorporates broader system development aspects such as
deployment, operations and monitoring, technical documentation, recording of events,
and continuous ethical oversight throughout all stages.

Citations
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2.6 Algorithms in Artificial Intelligence

Algorithms in Artificial Intelligence

Algorithms are fundamental to Artificial Intelligence (AI), especially within
Machine Learning (ML), where they empower systems to learn from data. Machine
Learning is characterized as a subset of Al that specifically concentrates on algorithms
that enable learning from data.

Role in Machine Learning and AI Models

The process of machine learning involves the optimization of a model's
parameters through the use of computational techniques, which are
essentially algorithms. This allows the model's behavior to reflect the data or
experience it is exposed to.

In the creation of Al models, the desigh encompasses the model's structure,
the algorithms it will use, and its processing mechanisms. These elements are
developed to align with business objectives and ethical guidelines.

Algorithms in Neural Networks

Neural networks, a critical technology in many AI systems, employ
algorithms for their learning processes. For instance, during the training phase,
a neural network modifies its internal weights using algorithms such as
backpropagation and gradient descent. The objective of these algorithms is to
minimize errors in the network's predictions.

Activation functions are also an integral part of the algorithmic process
within neural networks. They introduce non-linearity, which is crucial for
enabling the model to learn and represent complex relationships within the
data.

Approaches to Machine Learning (Algorithm Categories)

The document describes several approaches to machine learning. These can be
understood as different categories of algorithms, distinguished by how the models
learn from data :
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Approach

Supervised
Learning

Semi-Supervised
Learning

Unsupervised
Learning

Reinforcement
Learning

Description

Algorithms that learn from datasets where the correct
output (label) is provided for each input example during
training.

Algorithms that are trained on a mix of labeled and
unlabeled data. This approach is often used when
labeled data is scarce or expensive to obtain.

Algorithms that learn from datasets that do not have
predefined labels. These algorithms aim to find inherent
structures or patterns in the data.

Algorithms that train an agent to make a sequence of
decisions by interacting with an environment to
maximize a cumulative reward.

Algorithm Selection in AI System Development

o Within the AI System Life Cycle, particularly during the "Design and

Development" stage, Algorithm Selection is a critical step.

« This involves carefully choosing appropriate AI models and their underlying
algorithms. The selection is guided by various factors, including the desired
accuracy, the need for interpretability of the model's decisions, and the

computational efficiency of the algorithm.
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2.7 Al System Life Cycle

AI System Life Cycle

The AI SDLC generally follows traditional software development principles but incorporates
elements crucial to Al, particularly a strong focus on data from the outset. The key stages
include:

| 1. Requirements and Specifications

| 2

» Define the Al system’s purpose, goals, and intended use cases (business and
functional objectives).

e Ensure alignment with ethical and compliance standards, such as GDPR and
the AI Act.

e Conduct risk and impact assessments to identify potential AI risks,
including bias, security threats, and societal impact.

e Define performance metrics for accuracy, fairness, and efficiency.

¢ The organization must define, document, and maintain requirements for new
AI systems and significant enhancements to existing ones.

Design and Development

e This stage involves creating the AI model’s structure, algorithms, and
processing mechanisms to align with business objectives and ethical
considerations.

e Select appropriate algorithms based on accuracy, interpretability, and
efficiency.

e Specify data requirements, including dataset sources, quality criteria, and
privacy considerations.

e Integrate fairness mechanisms to minimize discrimination.

e Implement security by design, including encryption, access control, and
protection against adversarial attacks.

¢ Define where human intervention is needed in Al decision-making (human
oversight).

e Ensure Al compatibility with broader IT infrastructure (system integration
details).

e The organization should set quality, security, and transparency guidelines for
the design process.

© pudl] Uz powly dbgaxo dpslolly ay,Sall Bgs=l g — EasyPathUni LLC
00962787516922  guno sl US| Ugs plazicwVl gl il 8sle] of Fouwsdl gios
https://easypathuni.com | info@easypathuni.com



| 3. Data Planning, Collection & Preparation
Data Planning

Organizations define strategies for data acquisition, storage, and governance to
ensure Al systems have access to high-quality and relevant datasets.

Data Collection & Preparation
Data is gathered from various sources, then cleaned, structured, and labeled to

make it suitable for training AI models. This stage is crucial as data is a key
component of Al systems.

| 4. Model Training & Evaluation

o ¢ Al models are trained on the prepared data.

o« e Their performance is assessed to verify accuracy, fairness, and
compliance with ethical standards.

| 5. Verification and Validation

o e The organization must establish and document verification and validation
measures to ensure the Al system functions as intended, confirming accuracy,
reliability, and compliance before deployment.

« e« This includes ensuring explainability and transparency where necessary
and testing model accuracy and robustness with diverse datasets.

6. Deployment

The Al system is implemented in a controlled environment.

7. Operations and Monitoring

Continuously track AI performance and detect issues. This includes ongoing
monitoring of Al system operations to identify risks, performance gaps, and deviations.

8. Technical Documentation

Maintain detailed records of Al system design, decisions, and updates.
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9. Recording of Events
Log incidents, AI decisions, and operational impacts for accountability and auditability.

Significant actions, decisions, and AI-driven outcomes are documented to maintain
transparency, accountability, and compliance.

Cross-cutting Considerations in the Al Life Cycle

Consideration Description

Ethical considerations are integrated throughout all AI
Ethical system stages, ensuring responsible AI development,
Oversight fairness, transparency, and adherence to legal and
societal expectations.

Organizations must identify and document the necessary
resources for each stage of the Al system life cycle,
including human expertise, computational infrastructure,
data sources, and financial investments.

AI Resources

The organization should define clear criteria,
Criteria and requirements, and processes for each stage of the Al
Requirements system life cycle for the responsible design and
development of AI systems.

This structured approach to the Al life cycle aims to ensure that Al systems are
developed and deployed responsibly, aligning with organizational goals and societal
values.
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2.8 Business Considerations

BUSINESS CONSIDERATIONS

Business Opportunities and Strategic Advantages of

Al

AI presents significant opportunities for organizations to enhance operations and
gain a competitive edge.

Increased Value: Integrated Al can lead to increased productivity, cost
savings, greater personalization in customer offerings, the development of new
services and customer experiences, better utilization of data resources, and
improved decision-making capabilities.

Competitive Edge: Adopting Al helps protect against a loss of competitive
advantage as other organizations embrace artificial intelligence. Responsible Al
innovation can differentiate businesses, driving market leadership and long-
term success.

Operational Efficiency: Al can enhance operational efficiency and decision-
making through streamlined workflows, automation, and data-driven insights,
leading to greater agility and business responsiveness.

Stakeholder Trust: Transparent and ethical AI practices build credibility,
fostering stronger stakeholder relationships and brand loyalty.

Specific Use Cases

Area AI Application

Real-time fraud detection and continuous cybersecurity

Security threat scanning.
Predictive maintenance can anticipate equipment failures,
Operations and AI can optimize supply chains by analyzing demand and

logistics.
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Area AI Application

Customer Enables customer personalization through data analysis for
Experience targeted marketing.

Business Automates document processing, reducing manual work
Processes and errors in handling contracts, invoices, and forms.

Al Strategy and Planning

A well-defined AI strategy is crucial for successful adoption and integration into
business operations.

AI Strategy Design: Organizations should develop a plan outlining how AI
aligns with broader strategic objectives, supporting business growth, efficiency,
and innovation. This includes defining specific use cases where Al can enhance
operations or create competitive advantages.

Strategic Roadmaps: Depending on the organization's goals, Al strategy can
focus on:

o Managing external Al risks by adapting current operations.

o Defensive adoption to match industry trends and avoid obsolescence.

o Seeking competitive AI advantage by developing proprietary Al
capabilities.

Key Strategic Considerations: When planning an Al strategy, businesses
should consider aspects related to Policy, Process, People, Physical
infrastructure, Information (data), and Technology.

Organizational AI Readiness Assessment

Before large-scale AI adoption, organizations should assess internal and external
factors:

Internal Context: Alignment of Al with organizational strategy, leadership
commitment, existing AI policies, data availability and quality, technical
infrastructure, workforce skills and AI expertise, ethical and compliance
commitments, budget and investment, and contractual/supplier obligations.
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o External Context: Market trends, competitive pressures, customer
expectations, economic conditions, security and cyber threats, data privacy
laws (e.g., GDPR, CCPA), supply chain dependencies, legal and regulatory
factors, cultural and ethical considerations, and public perception of Al

o Analytical Tools: Frameworks like PESTEL (Political, Economic, Social,
Technological, Environmental, Legal) and SWOT (Strengths, Weaknesses,
Opportunities, Threats) analysis can help evaluate these factors.

I AI-Related Business Risks

The adoption of Al introduces new and complex risks that businesses must

manage.

Risk Category

Competitive Risk

Operational Risks

Financial Risks

Description & Impact

Failure to adopt Al can lead to a loss of competitive
advantage as other organizations leverage Al
capabilities.

System failures, over-reliance on AI, lack of
explainability, data quality issues, scalability problems,
bias, and ineffective implementation.

Example: A poorly programmed chatbot making
unintended legally binding offers, leading to
operational, legal, and reputational threats.

High implementation costs, uncertain ROI, hidden
costs, fraudulent use, liability for decisions, and market
manipulation.

Example: A deepfake scam resulting in a $25 million
loss for a multinational company.
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Risk Category

Reputational &
Ethical Risks

Legal &
Compliance Risks

Cybersecurity &
Data Risks

Al Business Risk
Impact
Assessment

Description & Impact

Public backlash, loss of customer trust due to unethical
practices or bias, misleading marketing, and failure to
align AI with organizational values.

Regulatory scrutiny, Al-generated errors in contracts,
failure to obtain proper licenses, ethics violations,
cross-border issues, and litigation.

Data breaches, adversarial attacks on AI models,
unauthorized access, privacy violations, and intellectual
property theft.

Should identify significant risks, evaluate their potential
impact on objectives (organization, Al Management
System, society), and document risks requiring
adequate response.

AI Governance for Business

Effective Al governance is essential to align Al systems with organizational values,
strategies, and ethical standards, providing a framework for decision-making,

accountability, and oversight.

« Leadership Commitment: Strong executive sponsorship is necessary for
driving Al governance, securing investment, and fostering an ethical AI

implementation culture.

o AI Governance Framework: This framework involves multiple lines of

accountability:

= 1st Line: Operational teams managing daily Al systems.

= 2nd Line: Support and monitoring functions providing risk/compliance
oversight.
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= 3rd Line: Internal audit independently assessing governance
effectiveness.

= 4th Line: Executive management.

= 5th Line: Board oversight ensuring strategic alignment and ultimate
accountability.

AI Policy: Management must establish and communicate an Al policy aligned
with organizational objectives and ethical standards. This policy should be
regularly reviewed and updated to reflect changes in the environment or Al
operations. Other organizational policies (e.g., risk management, data privacy,
security) should also be updated to account for new Al risks.

Stakeholder Management and Business
Relationships

Managing relationships with various stakeholders is crucial for successful Al
deployment.

Al Stakeholder Model

Key stakeholders include:

AI Reporting Group: Board of Directors, Senior Management, Al Steering
Committee, Al Compliance & Ethics Committee, providing strategic oversight
and ethical guidance.

AI Project Team: Responsible for developing and managing Al solutions.
Suppliers: Provide data, infrastructure, security, and governance frameworks.
Partners: Collaborate to enhance Al capabilities.

Clients & Users: Including B2C, B2B, and internal users. Ensuring AI meets
user expectations is critical.

Third-Party and Customer Relationships

Organizations must monitor and manage third-party risks (e.g., supplier
reliability, partner alignment with Al policies).

Clear allocation of responsibilities between the organization and third parties
(users, clients, partners) is essential for compliance and accountability.

Provide necessary information to Al system users (e.g., documentation on
usage, functionality, limitations) and establish feedback mechanisms.

Ensure Al systems are used as intended. Rule of Thumb: The lower the
degree of control an organization has over its users (e.g., general public vs.
employees), the safer and more ethical the Al solution must be, emphasizing
transparency, privacy, fairness, explainability, and reliability.
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AI Suppliers

A responsible supply chain is needed. This includes suppliers for:

(0]

Data and Model Development (data providers, annotation services, Al
model/API providers).

Computing and Deployment Infrastructure (cloud computing, MLOps
tools, Edge AI hardware).

AI Governance and Compliance (ethics auditors, explainability tools, legal
advisory).

AI Security and Privacy (cybersecurity solutions, privacy-enhancing
technologies).

I Resource Management for Al

Proper resource allocation is vital for Al initiatives.

Budget and Investment: Adequate funding is required for AI research,
development, deployment, and ongoing support.

AI Resources Documentation: Organizations must identify and document
the necessary resources for each stage of the Al system life cycle. This includes:
= Human Expertise: Data scientists, ML engineers, Al ethicists, etc.

= Computational Infrastructure: Hardware (GPUs/TPUs), cloud
services, big data storage.

= Data Sources: Datasets for training, testing, and optimization.

= Software and Tools: Development frameworks, MLOps platforms,
data annotation tools.

= Financial Investments

Add to follow-up Check sources

Citations:

o Uk W=

Integrated Artificial Intelligence Framework
Artificial Intelligence Fundamentals Slides
Artificial Intelligence in Business and Management
Al Management System (AIMS)
Critical Success Factors for AI Adoption
Impact of AI on Corporate Governance
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7. Al Risk Management

8. How to Integrate Al into Your Business in 2025

9. Integrating Al: Key Considerations for Success

10. Integrating Al into Business

11. 10 Winning Strategies for Successful Al Integration

12. Integrating Artificial Intelligence for Business Applications

© pudl] Uz powly dbgaxo dpslolly ay,Sall Bgs=l g — EasyPathUni LLC
00962787516922  guno sl US| Ugs plazicwVl gl il 8sle] of Fouwsdl gios
https://easypathuni.com | info@easypathuni.com



2.9 B—AI GOVERNANCE AND PROGRAM
MANAGEMENT

B—AI GOVERNANCE AND PROGRAM
MANAGEMENT

This module outlines the foundational structures required to responsibly and effectively
manage Artificial Intelligence (AI) initiatives within an organization. It covers the strategic,
operational, and cultural components necessary for a sustainable Al program.

| Core Components of AI Governance

The following elements are critical for establishing robust AI governance and program
management:

1. AI Strategy

The overarching plan that aligns Al initiatives with business objectives, defines the
vision, and sets priorities for investment and development.

2. AI-Related Roles and Responsibilities

Clearly defined organizational structure specifying who is accountable for AI oversight,
development, deployment, and risk management (e.g., Al Ethics Officer, Model
Validators).

3. AI-Related Policies and Procedures

Formal documentation that establishes rules, standards, and processes for the entire
Al lifecycle, ensuring compliance, ethics, and consistency.

4. AI Training and Awareness

Programs designed to build competency across the organization, ensuring staff
understand Al capabilities, limitations, and relevant governance policies.

5. Program Metrics

Key Performance Indicators (KPIs) and measures used to track the progress, value,
effectiveness, and health of the Al program and its projects.

Key Relationships
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Component Primary Purpose Output Example

Strategy Alignment & Direction AI Roadmap Document

Policies Control & Compliance Model Risk Management Policy

Metrics Measurement & Improvement Quarterly KPI Dashboard
Summary

Effective AI Governance integrates strategy, people, processes, and measurement to ensure
Al is developed and used responsibly, ethically, and in support of clear business goals. It
transforms AI from a set of isolated projects into a managed organizational capability.
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2.10 & 1.2 Mastering AI Governance &
Program Management

1.2 Mastering AI Governance & Program Management

This lesson provides the foundational framework for establishing effective oversight
and strategic direction for Al initiatives within an organization.

Core Objectives of AI Governance

Establish accountability and clear decision-making rights.

Ensure ethical alignment and regulatory compliance.

Manage risk across the Al lifecycle.

Optimize resource allocation and track return on investment (ROI).

Key Governance Components

Component Description

Policy & Defines the rules, principles, and technical standards for AI
Standards development and deployment.

Oversight Committees or boards (e.g., Ethics Review Board) responsible for
Bodies monitoring and guidance.

Lifecycle Processes for risk assessment, testing, and monitoring from
Controls concept to decommissioning.

Program Management Essentials

Effective program management translates governance into action. Focus areas
include:

Structured Roadmaps: Aligning Al projects with strategic business goals.

Stakeholder Engagement: Ensuring cross-functional collaboration and
communication.

Talent & Culture: Building teams and fostering an Al-ready organizational
culture.

Performance Metrics: Defining and measuring key performance indicators
(KPIs) for success.

Summary: A robust AI Governance framework combined with disciplined Program
Management is critical for scaling Al responsibly, mitigating risk, and delivering
sustainable value.
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2.11 Types of Al Strategies

Types of Al Strategies

Organizations adopt different strategic postures towards Artificial Intelligence
based on their goals, risk appetite, and market position. The following eight
archetypes represent core approaches to Al strategy formulation and execution.

| 1. Offensive (Advantage-Seeking) Al Strategy

Focus This strategy is geared towards achieving significant
competitive advantages, market leadership, and
potentially disrupting existing markets or creating entirely
new ones through Al It involves pioneering new Al
applications, developing proprietary AI models, and being a
first-mover.

Characteristics o High investment in research and development
(R&D) and talent acquisition.

o Emphasis on innovation, experimentation, and
building unique Al capabilities.

« Willingness to take on higher risks for potentially
high rewards.

» Development of novel products, services, or
business models powered by Al

Relevance This aligns with creating new value, as emphasized by
forward-thinking business consultancies. It often requires
robust governance to manage the risks associated with
cutting-edge technologies.

| 2. Defensive (Parity-Focused) AI Strategy
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