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Executive Summary

Artificial intelligence is no longer a peripheral technology concern for enterprise organizations —
it is a foundational operational and strategic risk. As Al systems increasingly influence high-
stakes decisions across financial services, healthcare, energy, manufacturing, and public
administration, the absence of mature, institutionalized governance frameworks represents one
of the most significant and underaddressed enterprise risks of the current decade.

This white paper presents a comprehensive, standards-aligned risk-based framework for
enterprise Al governance, developed by the Al Risk & Governance Institute (AIRG Institute).
The framework integrates the requirements of ISO/IEC 42001:2023 (Al Management Systems),
ISO/IEC 27001:2022 (Information Security Management), the NIST Artificial Intelligence Risk
Management Framework (Al RMF), and the EU Artificial Intelligence Act (EU Al Act) into a
unified, implementable governance architecture designed for complex enterprise environments.

Our central argument is this: responsible Al deployment is not achieved through isolated
technical safeguards or voluntary ethical commitments alone. It requires systematic,
documented, risk-tiered governance structures with clear accountability frameworks,
independent oversight mechanisms, and verifiable alignment with internationally recognized
standards.

Organizations that implement structured Al governance frameworks aligned with ISO/IEC
42001 demonstrate significantly lower Al-related incident rates, greater regulatory
readiness, and stronger stakeholder trust — without materially impeding innovation
velocity.

The framework presented herein offers enterprise Al governance officers, boards of directors,
risk management functions, and policy architects a rigorous, actionable roadmap for governing
Al responsibly — at scale.
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1. The Enterprise Al Governance Imperative

1.1 The Stakes of Ungoverned Al

Enterprise Al systems now operate across virtually every dimension of organizational life: credit
decisioning, medical diagnosis support, supply chain optimization, personnel assessment, fraud
detection, legal discovery, and customer interaction. In each of these domains, ungoverned or
inadequately governed Al presents layered risks that extend well beyond technical system
failure.

These risks include:

« Discriminatory outcomes arising from biased training data or flawed objective functions
* Regulatory non-compliance and liability exposure under emerging Al legislation

* Reputational damage from Al-related incidents or perceived irresponsible use

» Erosion of stakeholder trust — from customers, employees, regulators, and investors

e Operational failure when Al systems produce erroneous outputs in critical processes

» Accountability gaps when Al-driven decisions cause harm and responsibility cannot be
clearly assigned

The consequences are not hypothetical. Regulators across the European Union, United States,
United Kingdom, and Canada have signaled — or enacted — requirements for documented Al
governance, risk assessments, human oversight mechanisms, and transparency obligations.
Organizations that are unprepared will face enforcement action, competitive disadvantage, and
the costly retrospective work of retrofitting governance onto production systems not originally
designed with it in mind.

1.2 The Gap Between Al Adoption and Al Governance Maturity

Enterprise Al adoption has accelerated dramatically. Al governance maturity has not kept pace.
A persistent gap exists between organizations' appetite for Al-driven capability and their
institutional readiness to govern it responsibly. This gap manifests in three characteristic
patterns:

The Technical Governance lllusion

Many organizations equate Al governance with technical safeguards alone — model validation,
bias testing, output monitoring. While these controls are necessary, they are insufficient.
Technical safeguards without institutional governance structures — defined accountability,
policy frameworks, audit mechanisms, and board-level oversight — leave the organization
exposed to systemic risk that technical controls cannot address.

The Compliance-First Trap

Some organizations approach Al governance primarily as a compliance exercise, implementing
minimum viable documentation to satisfy regulatory checklists. This approach systematically
underestimates the strategic and reputational dimensions of Al risk and produces governance
frameworks that are brittle, reactive, and incapable of scaling with the Al portfolio.
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The Decentralized Governance Deficit

In many enterprises, Al governance is fragmented across business units, technology teams,
legal functions, and ethics committees that operate without common frameworks, shared
definitions of risk, or integrated oversight mechanisms. The result is governance that is
simultaneously duplicative in some areas and absent in others.

Addressing these gaps requires a fundamentally different approach: governance by design,
anchored in international standards, operationalized through systematic risk classification, and
sustained through independent oversight.

1.3 Why Standards-Based Governance Matters

International standards provide enterprise Al governance with what organizational policy alone
cannot: external validation, methodological rigor, comparability across organizations and
jurisdictions, and a defensible foundation for regulatory engagement. ISO/IEC 42001:2023, the
first international standard for Al management systems, establishes requirements for
organizations to plan, implement, evaluate, and continually improve an Al management system
— providing precisely the structural foundation that enterprise Al governance requires.

Alignment with ISO/IEC 42001 is not merely a compliance posture. It is a governance
architecture decision that shapes how Al risk is identified, classified, controlled, and reported
across the enterprise — and how that governance story is communicated to regulators,
customers, investors, and the public.
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2. A Risk-Based Framework for Enterprise Al
Governance

2.1 Framework Architecture Overview

The AIRG Institute Enterprise Al Governance Framework (EAGF) is structured around a six-
phase risk governance lifecycle. Each phase is designed to be implementable incrementally,
allowing organizations at different stages of Al governance maturity to begin the process without
requiring full enterprise transformation as a prerequisite.

Phase Enterprise Action

Identify Catalog Al systems; assess intended use, data inputs, and stakeholder
impact

Classify Apply risk tiers (Critical, High, Medium, Low) per ISO/IEC 42001 and EU Al
Act criteria

Govern Assign accountability; establish policies, controls, and RACI structures

Monitor Implement continuous performance and risk metrics; define KPIs and
thresholds

Respond Define escalation, incident response, and remediation protocols

Improve Conduct periodic audits; integrate findings into governance lifecycle

This lifecycle is not sequential in practice. Mature Al governance programs operate these
phases concurrently, with continuous feedback loops between monitoring, response, and
improvement functions. The framework is designed to scale from departmental pilots to
enterprise-wide deployment.

2.2 Risk Classification Methodology

Central to the framework is a principled, defensible approach to Al risk classification. We
propose a four-tier risk architecture, calibrated to align with both the EU Al Act's risk
categorization and ISO/IEC 42001's risk-based management approach:

Tier 1: Critical Risk

Al systems whose failures could directly cause serious harm to individuals or society, violate
fundamental rights, or create systemic financial or infrastructure risk. Examples include Al
systems used in criminal justice sentencing, medical diagnosis without human verification, or
critical infrastructure control. These systems require the highest levels of human oversight,
independent audit, and documented governance controls.

Tier 2: High Risk

Al systems deployed in high-stakes operational contexts where errors carry significant legal,
financial, or reputational consequences. Examples include credit scoring, employee
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performance assessment, insurance underwriting, and fraud detection. These systems require
formal risk assessments, documented control frameworks, and periodic independent review.

Tier 3: Medium Risk

Al systems that inform — but do not automate — significant decisions, or that operate in lower-
stakes contexts with meaningful scale. Examples include content recommendation, customer
segmentation, and operational optimization tools. These systems require standard governance
documentation, monitoring, and defined escalation paths.

Tier 4: Low Risk

Al systems performing routine, low-consequence tasks with limited impact on individuals or
operations. Examples include scheduling optimization and internal productivity tools. These
systems require basic documentation and periodic review but do not necessitate intensive
governance controls.

Risk classification must be dynamic, not static. As Al systems are updated, repurposed, or
deployed at greater scale, their risk tier must be reassessed. Governance frameworks that
treat initial risk classification as permanent create false assurance.

2.3 Accountability Architecture

Governance without clear accountability is documentation without teeth. The EAGF specifies a
four-level accountability structure designed to integrate Al governance into existing enterprise
governance hierarchies:

« Board Level: Oversight of Al risk as a material organizational risk; approval of Al
governance policy

« Executive Level: Chief Al Officer or equivalent; accountability for Al governance program
integrity

* Functional Level: Al Risk Council or equivalent; cross-functional governance body with
operational authority

e Operational Level: System-level Al owners; accountable for individual Al system
compliance and performance

Each level requires defined responsibilities, documented decision rights, and structured
reporting cadences. The framework recommends a minimum of quarterly board-level Al risk
reporting for organizations with Tier 1 or Tier 2 Al systems in production.
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3. International Standards Alignment

3.1 The Standards Landscape

Enterprise Al governance does not exist in a regulatory and standards vacuum. Organizations
must navigate an increasingly dense landscape of international standards, national regulations,
and sector-specific requirements. The following table maps the key standards and regulatory
instruments that inform the AIRG Institute framework:

Standard Domain Governance Role

ISO/IEC 42001:2023 Al Management System Core governance framework
ISO/IEC 27001:2022 Information Security Data & system risk controls
NIST Al RMF (2023) Al Risk Management US federal risk alignment

EU Al Act (2024) Regulatory Compliance High-risk Al classification
OECD Al Principles Ethical Guidelines International values alignment

3.2 ISOI/IEC 42001: The Al Management System Standard

ISO/IEC 42001:2023 is the foundational standard for the AIRG Institute framework. As the first
international standard specifically designed for Al management systems, it provides a
systematic, risk-based approach to the governance of Al development and deployment. Its
requirements span:

e Context and stakeholder analysis: Understanding the organizational context in which Al
systems operate and the interests of relevant stakeholders

e Leadership and commitment: Executive accountability and policy-level governance
commitments

* Planning: Risk assessment, objective setting, and treatment planning for Al-related risks
and impacts

e Support: Competence, awareness, communication, and documentation requirements
» Operation: Controls for Al system development, deployment, and monitoring

» Performance evaluation: Internal audit, management review, and performance
measurement

* Improvement: Continual improvement processes and corrective action

Organizations pursuing ISO/IEC 42001 certification demonstrate to regulators, customers, and
counterparties that their Al governance is not a marketing posture — it is an auditable
management system. AIRG Institute supports organizations through the readiness assessment,
gap analysis, and implementation phases of ISO/IEC 42001 alignment.
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3.3 Integration with ISO/IEC 27001

Al systems are inherently information systems, and Al governance cannot be separated from
information security governance. ISO/IEC 27001:2022 provides the information security
management system (ISMS) framework within which Al-specific controls should be nested. Key
integration points include:

* Training data security and integrity controls

* Model access controls and authorization frameworks

* Al system vulnerability management and patch governance
« Incident response integration for Al-related security events
» Supplier and third-party Al risk management

Organizations with existing ISO/IEC 27001 certification are well-positioned to extend their ISMS
to incorporate Al-specific controls under ISO/IEC 42001, reducing implementation cost and
creating a unified governance posture.
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4. The ERAC Model: Multi-Stakeholder Al Governance

4.1 The Case for Collective Governance

No single organization — regardless of size, technical sophistication, or governance maturity —
can adequately govern the societal dimensions of enterprise Al alone. The development of
shared norms, industry-wide standards, and policy-relevant research requires collective
institutional capacity. This is the foundational rationale for the Enterprise Responsible Al Council
(ERAC).

ERAC is AIRG Institute's flagship multi-stakeholder governance initiative: a structured council
that convenes enterprise Al leaders, risk officers, legal and compliance professionals, civil
society representatives, and academic researchers to develop shared frameworks, identify
emerging risks, and produce governance resources that serve the broader ecosystem.

4.2 ERAC Governance Architecture

ERAC operates through four working pillars, each addressing a distinct dimension of enterprise
Al governance:

Pillar 1: Governance Standards Development

The Standards Pillar convenes members to develop, review, and publish practical governance
frameworks, assessment tools, and policy templates that organizations can adopt and adapt.
Outputs are made publicly available to maximize ecosystem benefit.

Pillar 2: Al Risk Frameworks

The Risk Pillar produces applied research on Al risk identification, classification, and treatment
— including sector-specific risk frameworks for financial services, healthcare, energy, and public
administration.

Pillar 3: Accountability Mechanisms

The Accountability Pillar develops tools and methodologies for Al impact assessment,
algorithmic auditing, and accountability reporting — supporting organizations in demonstrating
responsible Al deployment to regulators and the public.

Pillar 4: Policy Engagement

The Policy Pillar produces policy briefs, regulatory comment submissions, and engagement with
legislative processes at national and international levels — ensuring that enterprise Al
governance perspectives inform emerging Al policy.

4.3 ERAC Membership and Participation

ERAC membership is open to enterprises, civil society organizations, research institutions, and
public sector bodies committed to advancing responsible Al governance. Member organizations
gain access to advance draft frameworks and research, participation in working groups,
benchmarking data, and peer learning networks. Organizations interested in ERAC membership
may contact AIRG Institute at info@airginstitute.org.

© 2025 AIRG Institute | airginstitute.org Page 10



AIRG INSTITUTE | White Paper | Enterprise Al Governance Framework

© 2025 AIRG Institute | airginstitute.org Page 11



AIRG INSTITUTE | White Paper | Enterprise Al Governance Framework

5. Implementation Roadmap

5.1 Getting Started: A Phased Approach

Enterprise Al governance transformation is not a single project — it is a sustained
organizational capability-building effort. Organizations at different stages of maturity require
different starting points. The following phased roadmap provides a practical entry point for
organizations beginning or accelerating their Al governance journey.

Phase 1: Foundation (Months 1-3)

Conduct an Al inventory — catalog all Al systems in production, development, and
procurement

Assess current governance state against ISO/IEC 42001 requirements
Establish executive sponsorship and assign Al governance accountability
Define Al governance policy and risk appetite statement

Initiate risk classification of inventoried Al systems

Phase 2: Structure (Months 4-6)

Establish Al governance body (committee or council) with defined charter and
membership

Develop risk assessment and treatment methodology

Implement governance controls for Tier 1 and Tier 2 Al systems

Develop documentation standards and governance record-keeping framework
Initiate training and awareness program for Al stakeholders

Phase 3: Integration (Months 7-12)

Integrate Al governance into existing risk management and compliance frameworks
Implement monitoring and reporting dashboards for Al risk KPls

Conduct first internal audit of Al governance program

Develop Al incident response and escalation procedures

Initiate ISO/IEC 42001 readiness assessment for certification pathway

Phase 4: Maturity (Year 2+)

Pursue ISO/IEC 42001 certification (where applicable)

Expand governance coverage to Tier 3 and Tier 4 Al systems

Publish Al governance transparency report

Engage with ERAC for peer benchmarking and standards development participation
Integrate Al governance into enterprise strategy and board reporting cadence
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Organizations should resist the temptation to build a governance framework that looks
complete on paper before achieving operational depth. A governance program with
genuine, rigorous coverage of 20% of Al systems is more valuable — and more credible —

than nominal coverage of 100%.
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Conclusion

The governance of artificial intelligence is one of the defining organizational and policy
challenges of the current era. For enterprise organizations, the question is no longer whether to
govern Al, but how to do so with the rigor, depth, and institutional commitment that the stakes
demand.

The AIRG Institute Enterprise Al Governance Framework offers a principled, internationally-
aligned, practically implementable answer. By grounding enterprise Al governance in the
requirements of ISO/IEC 42001 and ISO/IEC 27001, incorporating principled risk classification
methodology, and establishing clear accountability architecture, organizations can move from
ad hoc Al risk management to systematic, auditable, stakeholder-credible Al governance.

The work of AIRG Institute — through independent research, the ERAC multi-stakeholder
council, and advisory engagement — is dedicated to supporting organizations and policymakers
in building the institutional capacity that responsible Al deployment requires.

Governance is not a constraint on innovation. It is the condition under which Al innovation can
be deployed at scale, with public trust, regulatory confidence, and organizational integrity.

Independent. Rigorous. Accountable.
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About AIRG Institute

The Al Risk & Governance Institute (AIRG Institute) is an independent non-profit organization
dedicated to advancing responsible Al governance through rigorous research, international
standards alignment, and multi-stakeholder engagement.

AIRG Institute conducts and publishes independent research on enterprise Al risk and
governance, develops practical governance frameworks aligned with ISO/IEC 42001 and
ISO/IEC 27001, convenes the Enterprise Responsible Al Council (ERAC), and provides
advisory services to organizations navigating Al governance challenges.

AIRG Institute operates with full independence from commercial Al developers and maintains
strict conflict-of-interest policies to ensure the integrity of its research and governance work.

Contact
info@airginstitute.org
airginstitute.org

Columbus, Ohio, USA
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