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EXECUTIVE POSITION

Artificial intelligence should not become a board matter merely because it is technically sophisticated, commercially
important, or widely discussed. It becomes a board-level oversight domain when its use can materially affect
institutional decisions, delegated authority, stakeholder interests, legal obligations, critical operations, enterprise value,

or the organization’s ability to explain and defend its conduct.

The board’s role is not to manage models, select tools, review prompts, or approve every Al use case. Its role is to
determine whether management has established an adequate governance architecture for material Al-related

consequences.
That architecture should enable the institution to answer:

« Which Al uses and dependencies are material?

+ Who may authorize consequential Al use?

+ What authority may an Al system exercise or influence?

« What conditions require escalation?

+ Who remains accountable for the resulting decisions and outcomes?
« Who can restrict, suspend, or terminate operation?

+ What evidence demonstrates that oversight occurred?

The central governance proposition is:
Al becomes a board matter when its consequences affect institutional accountability.

Boards do not require unrestricted technical detail or operational control. They require decision-relevant visibility into

materiality, authority, escalation, accountability, enforceable boundaries, intervention, and evidence.

I. Why Al Risk Becomes an Institutional Governance Matter
Al is often placed within technology, cybersecurity, data, privacy, compliance, innovation, or model-risk programs. Those

functions may all have legitimate responsibilities, but none of them alone resolves the institutional governance question.

Al may influence decisions, generate recommendations, use sensitive information, communicate with stakeholders,
invoke connected systems, automate workflows, or create dependence on external models and platforms. More
autonomous systems may also exercise delegated authority by initiating processes or executing actions on the
institution’s behalf.

The resulting exposure is not limited to model performance. It may affect:

+ legal rights and regulatory obligations;

+ customers, employees, and other stakeholders;
« critical operations and institutional resilience;

« strategic direction and third-party dependency;

+ the attribution of decisions and accountability;
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« theinstitution’s ability to reconstruct and defend what occurred.

The board-level issue is therefore not simply whether Al is accurate, secure, or compliant. It is whether the institution has

preserved appropriate authority and accountability as Al becomes embedded in consequential activity.

Il. When Al Risk Requires Board Oversight

Not every Al application requires board attention. Routine, low-consequence, well-contained uses should generally
remain within management’s operational authority.

Board oversight becomes relevant when Al exposure reaches institutional materiality.

Materiality may arise when Al can:

« affect a consequential decision or stakeholder interest;

« exercise or materially influence delegated authority;

« create significant legal, regulatory, financial, or reputational exposure;

« affect a critical operation or strategic dependency;

« produce consequences that are difficult to contain, reverse, or explain;

+ create exposure beyond management’s established authority;

« impair the institution’s ability to identify who decided, who intervened, or who remains accountable.

Technical complexity does not determine materiality. A sophisticated system may remain limited in consequence, while
a seemingly simple application may become material because of the decision it affects, the authority it exercises, or the
population it reaches.

The oversight boundary should follow institutional consequence, not the technology label.

1Il. What Board-Level Al Oversight Requires

A credible board-level oversight structure should connect five governance elements.
1. Materiality

Management should define when an Al use, dependency, behavior, decision, or failure requires elevated authority,

independent challenge, executive escalation, or board visibility.

The determination should consider institutional consequence rather than relying solely on technical severity. Relevant
factors may include scale, affected stakeholders, legal obligations, operational criticality, authority exercised,

reversibility, concentration of dependency, and the institution’s ability to contain and defend the outcome.

The board should be able to understand why certain Al matters reach its agenda while others remain within
management.

2. Decision Rights

The institution should identify who may:
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+ approve consequential Al use;

+ establish operating conditions;

« authorize access to data, systems, identities, or tools;

+ accept residual exposure;

« approve an exception;

+ require remediation;

« restrict or suspend operation;

+ escalate a material matter to the board.

An Al committee does not, by itself, establish governance. Its authority must be clear. The committee may advise,
coordinate, approve, challenge, or monitor, but those functions should not remain ambiguous.

Being informed is not the same as possessing authority. Participation is not the same as accountability.

3. Escalation

Management should define the conditions that require Al-related matters to move beyond routine operational handling.

Potential triggers may include:

+ entry into a consequential business process;

+ expansion of autonomy or delegated authority;

« access to sensitive information or critical systems;

+ material changes in models, data, providers, or permissions;

« significant deterioration in performance;

« harmful or unauthorized outcomes;

+ loss of meaningful human intervention;

« inability to contain or reverse an action;

+ amaterial incident, near miss, exception, or regulatory inquiry.

The escalation path should specify the triggering condition, receiving authority, timeframe, required information, and

any interim protective action.

Without defined thresholds, escalation may depend on personal judgment or informal relationships at the moment

institutional discipline is most important.
4. Accountability and Intervention

Al use often involves business functions, technology, cybersecurity, data, legal, compliance, risk, audit, and third-party
providers. Multiple participants do not necessarily produce clear accountability.

The board should be able to identify:

« the accountable executive;
« the business and technical owners;

« the reviewing and challenge functions;
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+ the authority that can intervene;

« the party responsible for remediation;

« the party responsible for validating closure.

The institution should also know who may pause, restrict, isolate, or terminate an Al system, whether access can be
revoked, and whether those intervention mechanisms have been tested.

Authority may be distributed or delegated. Accountability must remain institutionally attributable.

5. Defensible Oversight Evidence

The board should not rely solely on assertions that Al is responsible, controlled, compliant, explainable, or

human-supervised.
Evidence should demonstrate:

« which Al uses were considered material;

« who authorized them;

« what authority was granted,;

+ which restrictions and intervention rights were established;

« what risks and stakeholder effects were considered;

« what challenges and exceptions occurred;

« whether escalation thresholds were crossed;

« what decisions and actions followed;

« whether remediation was completed and validated;

+ what the board or responsible committee reviewed and directed.
An inventory may show that systems were identified. A risk assessment may show that exposure was considered. Meeting

minutes may show that discussion occurred.

Those records do not, by themselves, demonstrate that the correct authority decided, that escalation occurred, that
boundaries were enforced, or that corrective action was validated.

Defensible oversight evidence should connect the material condition to the institutional decision and verified action.

IV. Authority Must Remain Within the Approved Boundary

This issue becomes particularly important where Al systems can act through tools, identities, applications, or connected
infrastructure.

An institution may describe what a system is permitted to do while its actual technical configuration enables broader
action. The system may also demonstrate capabilities in operation that were not anticipated when approval was
granted.

Boards do not need to review technical permission tables. They should, however, expect management to determine
whether the authority exercised through Al remains aligned with the authority the institution intended to grant.
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A material difference between approved authority and actual operating capability is not merely a technical defect. Itis a
governance signal because institutional authority may be functioning beyond its approved boundary.

A forthcoming Praesidium governance artifact will examine these operating conditions in greater detail. This brief
establishes the board-level requirement: consequential authority exercised through Al must remain identifiable,
bounded, interruptible, and accountable.

V. Where Oversight Should Reside

There is no single committee structure appropriate for every institution. Al oversight may reside with the full board, audit
committee, risk committee, technology or cybersecurity committee, governance committee, or another body with
formally assigned authority.

The governing requirement is not the committee name.

Responsibility should be explicit, reporting lines should be clear, material matters should be able to reach the full board,
and no significant Al exposure should fall between committee mandates.

Al oversight should also remain connected to strategy, enterprise risk, cybersecurity, data, legal obligations, workforce
decisions, operations, and third-party dependency. Creating a separate Al governance silo may obscure those
intersections rather than govern them.

VI. What the Board Should Receive

Board reporting should be selective and decision-relevant. It should not reproduce operational inventories or technical
dashboards without governance context.

Reporting should address four areas.
Material Exposure

The most consequential Al uses, affected business processes, strategic dependencies, stakeholder effects, and material
third-party reliance.

Authority and Accountability

The approving authority, accountable executive, delegated authority, retained human accountability, and unresolved
ownership gaps.

Exceptions and Escalation

Material control failures, harmful or unauthorized outcomes, threshold breaches, approved exceptions, missed
escalations, and overdue remediation.

Evidence and Required Direction

Decisions made, challenges raised, intervention readiness, remediation validation, residual exposure accepted, and
matters requiring board direction.
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The objective is not more information.

It is clearer oversight of consequential decisions and unresolved exposure.

VIl. Questions for Boards and Board Committees

Boards should be able to obtain clear answers to seven questions:

+ Which Al uses and dependencies are material to the institution, and why?

« Who may authorize consequential Al use, accept residual exposure, or approve an exception?
+ What decisions or actions may Al systems materially influence or execute?

« What conditions require executive or board escalation?

« Who remains accountable when multiple functions and third parties are involved?

« Who can restrict, suspend, or terminate operation, and has that authority been tested?

+ What evidence demonstrates that material Al matters were governed by the correct authority?

If management cannot answer those questions clearly, the institution may have Al controls without having established
effective Al governance.

VIil. External Governance Signals
Current external frameworks reinforce the institutional character of Al governance.

The NIST Al Risk Management Framework organizes Al risk management through the functions Govern, Map, Measure, and Manage. Its Govern function applies across
organizational Al risk-management activity and emphasizes responsibilities, policies, communication, and organizational structures.

The OECD Al Principles include accountability as a core principle and place responsibility on Al actors according to their roles and the context in which Al systems are developed,
deployed, or used.

The EU Al Act imposes risk-based obligations for covered Al systems, including requirements relating to risk management, documentation, recordkeeping, human oversight,
accuracy, robustness, and cybersecurity.

These frameworks differ in legal status, scope, and purpose. Together, however, they reinforce a consistent institutional
signal: Al risk cannot be governed solely through technical performance or control implementation. Organizations must
also establish responsibility, oversight, intervention, documentation, and accountability.

IX. Board-Level Governance Determination

Al risk should be treated as a board-level oversight domain when its use can materially affect institutional decisions,
delegated authority, stakeholder interests, legal obligations, critical operations, strategic dependencies, enterprise
value, or the institution’s ability to explain and defend its conduct.

The board does not need to manage the technology directly.
It should determine whether management has established a governance architecture that:

« identifies material Al exposure;

+ assigns decision authority;
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« defines escalation thresholds;

+ preserves accountable ownership;

+ establishes enforceable boundaries and meaningful intervention;
« produces defensible oversight evidence.

Where those elements are absent or cannot be demonstrated, Al capability may have advanced beyond the institution’s
governance architecture.

CLOSING POSITION

Al governance becomes a board responsibility when its consequences can no longer be contained within technical or
operational management alone.

The board’s responsibility is not to supervise models or individual projects. It is to determine whether the institution has
preserved clear authority, disciplined escalation, attributable accountability, meaningful intervention, and sufficient

evidence as Al becomes embedded in consequential activity.
The governing question is therefore not simply whether the institution uses Al responsibly.

It is whether the institution can demonstrate that material Al authority and consequences remain governable.
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