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The Zero-Findings Standard™ 

AI Governance That Survives Regulatory Examination 

 

Most AI governance programs will fail their first regulatory examination. 
The definitive operating model for governing enterprise AI in regulated financial institutions — built from 25 years 
of direct practice under Federal Reserve, OCC, and NCUA oversight, across 420+ production AI systems, with zero 
regulatory findings. 
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EXECUTIVE SUMMARY 

The Gap Between Governance Documentation and 
Examination Readiness 

 

Most regulated financial institutions have AI governance programs. Most of those programs will not survive 
their first serious regulatory examination. 

The gap between having governance documentation and having a governance architecture is wide, consequential, 
and growing. As AI systems proliferate — through vendor integrations, business unit deployments, and platform 
activations — ungoverned AI expands faster than governance programs can respond. 

The Zero-Findings Standard™ is not a policy framework or a compliance checklist. It is an operating model — built 
from 25 years of direct practice under Federal Reserve, OCC, and NCUA scrutiny — that has produced zero 
regulatory findings across 420+ production AI systems. 

 

“Zero findings is not the absence of risk. It is the presence of a governance architecture 
that identifies risk, assigns accountability, documents controls, and produces evidence 
— continuously, not just before examinations.” 
— Rehan Kausar, Creator, Zero-Findings Standard™ 

 

What This Paper Covers 

• Section 1 — Why AI governance programs fail under examination scrutiny — four structural failure modes 
• Section 2 — The ZERO™ Operating Model — five-gate architecture and three design principles 
• Section 3 — Regulatory alignment — SR 11-7, ISO 42001, ISO 27001, NIST AI RMF 
• Section 4 — The 90-day implementation roadmap for examination-ready governance 
• Section 5 — Case evidence — Shadow AI discovery at an $8B regulated institution 
• Section 6 — AI Readiness Assessment — score your governance posture in 15 minutes 
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SECTION 1 

Why AI Governance Programs Fail 

 

The majority of AI governance failures in regulated financial institutions share a common structure. They are not 
failures of intent — most institutions invest meaningfully in governance. They are failures of architecture: 
governance programs designed to satisfy documentation requirements rather than to withstand examination 
scrutiny. 

 

01 
Policy Without Architecture 
Governance programs built around policy documents rather than operational controls. Policies describe 
what should happen. Architecture determines what does happen. Examiners test the architecture — not 
the policy binder. 

 

02 
Inventory Incompleteness 
The gap between documented AI and actual AI in production. Most institutions discover 3–5× more AI 
systems than expected during their first structured governance assessment. Undocumented systems 
cannot be governed. Ungoverned systems cannot pass examination. 

 

03 
Validation Theater 
Validation processes that produce documentation without genuine model interrogation. Validation 
theater satisfies internal review cycles but fails under examiner scrutiny that tests whether the validation 
was substantive — not whether a document exists. 

 

04 
Accountability Diffusion 
No single accountable owner for production AI systems. When the examiner asks ‘who is responsible 
for this model’s performance?’ — multiple functions can claim partial ownership, and none can claim full 
accountability. That gap is a finding. 

 

Examiners test architecture — not policy binders. 
 

Each of these failure modes is architectural — they cannot be remediated with additional documentation. They 
require structural changes to how governance is designed, built, and operated. The Zero-Findings Standard™ 
addresses all four. 
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SECTION 2 

The ZERO™ Operating Model 

 

The ZERO™ Operating Model is a five-gate governance architecture designed to move AI systems from initiation 
to production with examination-ready documentation at every stage. Unlike sequential governance processes — 
where documentation is produced after the fact — ZERO™ treats governance as a parallel workstream that runs 
concurrent with model development from day one. 

The Five Gates 

D 

Discover 
Full AI inventory across all business lines, vendor contracts, and technology platforms. Structured 
methodology for surfacing Shadow AI — the undocumented systems operating outside governance 
controls. 

 

C 
Classify 
Risk-tier assignment based on decision materiality, data sensitivity, and regulatory exposure. 
Classification drives documentation depth, validation requirements, and monitoring intensity. 

 

A 

Assign 
Single accountable owner per AI system. Clear delineation of development, validation, business, and 
risk accountability. No shared ownership — one name per system, one accountable executive per 
portfolio. 

 

G 

Govern 
Validation, documentation, explainability review, and regulatory posture establishment — completed 
concurrent with model development, not after it. Governance is a production input, not a post-
development gate. 

 

M 

Monitor 
Continuous performance, drift, and fairness monitoring activated at deployment. Monitoring 
architecture defined before production. Evidence generated continuously — not assembled before 
examination. 

 

Undocumented AI cannot be governed. Ungoverned AI cannot 
pass examination. 

Three Design Principles 

01 
Governance as Production 
Input 
Governance requirements are 
defined at model initiation and 
embedded in the development 
workflow — not applied as a post-
development gate. 

02 
Evidence Over 
Documentation 
The standard for governance is 
evidentiary: can we demonstrate to 
an examiner that this model is 
governed? Not documentary: do 
we have a policy that covers this? 

03 
Continuous Accountability 
Governance is not an event or a 
milestone. It is a continuous 
operating state — maintained and 
demonstrable at any point in the 
model lifecycle. 
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SECTION 3 

Regulatory Alignment 
 

The Zero-Findings Standard™ satisfies multiple regulatory frameworks simultaneously — reducing compliance 
overhead while improving examination posture. 

Federal Reserve · SR 
11-7 
Model Risk Management 

The three pillars of SR 11-7 — model development and implementation, model 
validation, and ongoing monitoring — are operationalized through the ZERO™ 
Govern, Assign, and Monitor gates respectively. ZERO™ produces the evidentiary 
record SR 11-7 requires. 

 

OCC · Model Risk 
Guidance 
Comptroller Handbook 
Alignment 

OCC model risk guidance requires a complete model inventory, independent 
validation, and ongoing monitoring. ZERO™’s Discover gate addresses inventory 
completeness; the Assign gate satisfies independence requirements; the Monitor 
gate produces the continuous evidence OCC examiners test. 

 

ISO 42001 + ISO 
27001 
Dual Certification 
Readiness 

ZERO™ gate architecture maps directly to ISO 42001 AI Management System 
requirements and integrates with existing ISO 27001 controls. AI Advantages is led 
by one of fewer than 10 dual-certified ISO 42001 and 27001 Lead Auditors 
globally. 

 

NIST AI RMF 
Risk Management 
Framework 

The GOVERN · MAP · MEASURE · MANAGE functions of the NIST AI RMF are 
operationalized through the ZERO™ five-gate workflow. Institutions implementing 
ZERO™ satisfy NIST AI RMF requirements as a structural outcome. 
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SECTION 4 

The 90-Day Implementation Roadmap 

 

The Zero-Findings Standard™ is designed for implementation in 90 days for mid-market financial institutions ($5B–
$50B in assets) and 12–18 months for enterprise-scale deployment. The 90-day roadmap produces an examination-
ready governance posture for high-risk AI systems and an inventory-complete foundation for the full operating 
model. 

1 

Days 1–30 
Discovery & Classification 

• Full Shadow AI discovery across all business lines, vendor contracts, and technology platforms 
• Risk classification of all identified systems using the ZERO™ classification matrix 
• Gap analysis against SR 11-7, OCC, and applicable regulatory requirements 
• Board and management reporting on AI inventory and governance posture 

 

2 

Days 31–60 
Accountability Assignment & Governance Framework 

• Accountable owner assignment for every production AI system 
• Validation requirements defined by risk tier — Tier 1, 2, and 3 documentation templates 
• Model registry operational with examination-ready metadata 
• Governance workflows activated concurrent with active development pipelines 

 

3 

Days 61–90 
Remediation & Monitoring Activation 

• Priority remediation for top-tier systems — validation documentation completed 
• Continuous monitoring architecture activated for highest-risk models 
• Examination-ready evidentiary package compiled and reviewed 
• Board-level AI governance reporting framework operational 

 

Enterprise Scale Note: Fortune 100 institutions typically require 12–18 months for full ZERO™ 
implementation across complete AI portfolios. The 90-day roadmap delivers examination-ready posture for 
the highest-risk cohort while establishing the governance infrastructure for full-portfolio deployment. 
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SECTION 5 

From the Field: Case Evidence 

 

The Zero-Findings Standard™ was built from direct engagement — not theoretical frameworks. All institution-
specific details are anonymized consistent with client confidentiality obligations. 
CASE INSIGHT · REGULATED CREDIT UNION · $8B ASSETS 

Shadow AI Discovery: 47 Systems vs. 12 Documented 

12 
Documented at Start 

47 
Actual Production Systems 

30 
Days to Full Discovery 

ZERO 
Examination Findings 

 

A structured ZERO™ governance assessment at a regulated $8B credit union revealed the institution was operating 
47 production AI systems against a documented inventory of 12. Management believed they had 12 AI systems. 
They had 47. 

Where the 35 undocumented systems came from: 
• Vendor-embedded AI in core banking platforms — loan origination scoring, fraud detection, and transaction 

monitoring features activated without explicit institution awareness 
• Business-unit-deployed models in fraud and collections — built by individual teams outside the model risk 

management process, operating without validation or monitoring 
• AI features activated in enterprise software platforms — Microsoft, Salesforce, and core banking vendor AI 

modules, each making consequential decisions without governance coverage 
 
The ZERO™ Discover gate surfaced all 47 systems in 30 days using a structured three-track discovery 
methodology: IT asset registry analysis, vendor contract review, and business unit workflow mapping. Remediation 
prioritized the 8 highest-risk systems for examination-ready governance within the 90-day roadmap. 

The institution subsequently passed regulatory examination with zero AI-related findings. The examiner specifically 
noted the completeness of the institution’s AI inventory — a direct outcome of the Discover gate methodology. 

 

Zero findings is not luck. It is architecture. 
 
CASE INSIGHT · FORTUNE 100 FINANCIAL INSTITUTION 

Enterprise AI Governance: 27 Platforms, $75M Risk Exposure Mitigated 

An enterprise-scale ZERO™ implementation at a Fortune 100 financial institution addressed a portfolio of 27 
production AI platforms — including credit decisioning models, algorithmic trading systems, and customer-facing AI 
products — operating under Federal Reserve and OCC examination. 

The governance gap at initiation: 19 of 27 platforms had incomplete or absent ongoing monitoring. 11 had no single 
identified accountable owner. 8 had validation documentation that did not meet SR 11-7 standards for independent 
review. 

ZERO™ implementation produced examination-ready governance posture for all 27 platforms within 14 months. 
Estimated risk exposure mitigated — potential examination findings, remediation costs, and regulatory capital 
impact — was assessed at $75M. Zero regulatory findings across two examination cycles. 
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SECTION 6 

AI Governance Readiness Assessment 

 

Score your institution’s AI governance posture against the Zero-Findings Standard™. Each question maps to a 
ZERO™ gate. Score 0 (not in place), 1 (partial), or 2 (fully implemented). 

DISCOVER 

# Question Score (0-
2) 

1 We maintain a complete, current inventory of all AI systems in production, including vendor-
embedded AI ___ 

2 We have conducted a structured Shadow AI discovery exercise within the past 12 months ___ 

3 Our AI inventory includes risk classification, data inputs, decision outputs, and accountable 
owners ___ 

 

CLASSIFY 

# Question Score (0-
2) 

1 We classify AI systems by risk tier (High / Medium / Low) with documented criteria ___ 

2 Classification determines validation depth, documentation requirements, and monitoring 
intensity ___ 

3 Our classification methodology is documented and has been reviewed by model risk or audit ___ 
 

ASSIGN 

# Question Score (0-
2) 

1 Every production AI system has a single named accountable owner — not a team or 
function ___ 

2 Accountability is formally documented and reflected in performance management ___ 

3 We can produce an accountability map for all AI systems within 24 hours of an examiner 
request ___ 

 

GOVERN 

# Question Score (0-
2) 

1 Governance requirements are defined at model initiation — not applied after development ___ 

2 Independent validation is completed before production deployment for Tier 1 and Tier 2 
models ___ 

3 We maintain examination-ready validation documentation for all production AI systems ___ 
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MONITOR 

# Question Score (0-
2) 

1 Continuous performance and drift monitoring is active for all Tier 1 and Tier 2 AI systems ___ 

2 Monitoring thresholds and escalation protocols are documented and tested ___ 

3 We generate a continuous evidentiary record — not assembled before examinations ___ 
 

Scoring Guide 

Score Readiness Level Examination Risk Recommended Action 

24–30 Examination Ready Minimal Maintain and evidence. Schedule confirmation 
audit. 

16–23 Near Ready Moderate Targeted remediation on gap areas. 30–60 days. 

8–15 Developing Elevated Structured ZERO™ implementation. 90-day 
roadmap. 

0–7 Critical Gaps High Urgent engagement. Examination findings likely 
without intervention. 
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If an examiner walked in tomorrow — could you produce a 
complete AI inventory with named accountability for every 

system? 

If not, your governance program is not examination-ready. 
Schedule a confidential consultation. No pitch decks. No platform demos. A direct conversation about what is 

actually running in your organization — and whether your governance architecture will hold under examination. 

Rehan Kausar 
Chief AI Officer · AI Advantages LLC 
420+ AI Systems · Zero Regulatory Findings 

rehan@aiadvantages.ai 
aiadvantages.ai 

(908) 300-6745 
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