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Executive Summary

Cultural Literacy
Advisors and staff must 
understand both the 
potential and the limits of AI.

Wealth management has entered a new 
operational era. Chief Technology Officers (CTOs), 
Chief Operating Officers (COOs), and compliance 
executives are orchestrating the most far-reaching 
transformation since Customer Relationship 
Management technology, one that replaces 
fragmented AI experimentation with disciplined, 
auditable, and regulator-ready systems.

According to Orion’s 2025 Advisor Wealthtech 
Study, 68 percent of advisors already use 
some form of AI1 in their practice. Meanwhile, 
Advisor360°’s 2024 Generative AI Survey found 
that 85 percent2 describe generative AI as a help 
and 76 percent report measurable benefits. 
These figures show the industry has crossed its 
experimentation threshold; the challenge ahead 
is operationalization.

The Seventh CTO Think Tank in Los Angeles in 
October 2025 revealed a consensus among senior 

Operational Governance
Policies must be enforceable 
through workflow, not 
PowerPoint or PDF documents.

This paper presents a framework for moving beyond pilots, designing governance as culture, and 
embedding compliance and resilience into architecture. It offers a roadmap for CTOs and COOs who 
must balance the velocity of innovation with the gravity of fiduciary duty.

1 https://orion.com/download/2025-wealthtech-survey-results
Accessed: October 2025.
2 Generative AI in Financial Advice: Adoption, Benefits, and Barriers.
Referenced for 85% of advisors calling GenAI a “help” and 76% reporting measurable benefits.
Press release and dataset: June 2024.
https://www.advisor360.com/press-release-advisor360-survey-generative-ai-use-surges-among-financial-advisors
Accessed: October 2025.

technology executives from RIAs, broker-dealers, 
trust companies, and family offices:

•	 AI must move from pilot novelty to production 
discipline.

•	 Governance is no longer optional; it is 
infrastructure.

•	 Regulation is catching up, particularly with the 
SEC’s new Reg S-P breach-notification rules, and 
firms must design auditability from day one.

•	 The next wave of differentiation will come from 
firms that marry autonomy with transparency.

The lesson is unmistakable: innovation without 
discipline becomes exposure. CTOs who architect 
trustworthy, explainable AI systems will not only 
comply with new mandates but strengthen client 
confidence and firm valuation.

Three pillars define this transformation:

Architectural Integrity
Systems must record 
lineage, provenance, 
and access.
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Crossing the AI Adoption Threshold

The Shift from Experiment  
to Expectation

Artificial intelligence has moved from 
laboratory to front office. Once a 
curiosity, AI now supports daily workflows 
across RIAs, broker-dealers, family offices, 
and trust companies. Advisors rely on it 
to summarize meetings, generate client-
ready reports, surface insights from CRM 
data, and detect anomalies in portfolios.

The 68 percent adoption rate cited by 
Orion underscores that AI has achieved 
functional maturity. Advisory teams that 
once debated if AI belonged in practice 
management now debate which AI 
delivers the best compliance alignment 
and productivity return.

3 Financial Services AI Trends Report 2024 and PwC Consumer Intelligence Series on Trust in Financial Services.
Referenced for investor expectations: over 50% of U.S. clients expect personalized, data-driven advice.
https://www.salesforce.com/resources/research/financial-services-ai-trends/
Accessed: October 2025.

Clients as  
Catalysts

Client expectations have 
outpaced many firms’ readiness. 
Research by Salesforce and PwC 
shows more than half of U.S. 
investors expect personalized 
financial experiences3 informed 
by their unique goals and 
data. To meet that demand, 
advisory firms must weave data, 
context, and consent into every 
interaction. Gone are the days 
of simply providing mobile and 
digital access to client accounts. 
The competitive differentiator is 
now intelligent personalization 
with privacy assurance.

The Three Imperatives 
of Responsible Adoption

As advisory firms 
cross the AI-adoption 
threshold, technology 
sophistication must 
evolve into operational 
maturity. Our CTO 
Think Tank participants 
raised three imperatives 
to define whether 
innovation strengthens 
or undermines trust: 
governing data lineage, 
institutionalizing 
explainability, and 
embedding ethical 
oversight.
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1. �Govern Data Lineage –  
Establishing Provenance and Control

Data lineage is the institutional memory of 
information. It documents where each client 
piece of information originated, how it was 
transformed, and where it now resides or is 
used. For AI systems, lineage ensures that 
recommendations can be traced to reliable, 
compliant sources of information rather than to 
corrupted or unauthorized data.

In practice, governing data lineage means:

•	 Capturing the inputs, parameters, and confidence 
scores that shaped each output.

•	 Providing “model cards” or short summaries that 
describe a system’s purpose, limitations, and data 
sources.

•	 Building dashboards where users can view the 
reasoning chain behind recommendations.

Explainability is not about teaching machine learning 
to every employee; it is about ensuring that every 
employee can articulate a defensible story when 
technology uses client data to generate an outcome.

In wealth management, that defense is not optional, it 
is a fiduciary responsibility.

3. �Embed Ethical Oversight –  
Keeping Humans in the Loop

Efficiency must never outrun accountability. Ethical 
oversight ensures that AI augments rather than 
replaces human judgment, particularly when dealing 
with personal data or financial recommendations.

Embedding ethical oversight involves:

•	 Designing workflows where high-impact outputs, 
such as client suitability assessments, portfolio 
adjustments, or compliance alerts; require human 
review before execution.

•	 Forming cross-functional “AI review committees” 
that evaluate new use cases for fairness, bias, and 
unintended consequences.

•	 Documenting when human overrides occur and why, so 
the feedback loop improves model behavior over time.

This human-in-the-loop design is not a bottleneck; it is a 
guardrail. It balances the speed of automation with the 
duty of care that defines professional advice. Firms that 
hard-code ethical checkpoints into their systems discover 
that oversight, far from slowing progress, builds the 
confidence necessary for broader deployment.

Why These Imperatives Matter

Together, these three practices form the foundation of 
operational trust.

•	 Data lineage provides transparency.

•	 Explainability provides accountability.

•	 Ethical oversight provides humanity.

When integrated, they convert AI from a promising tool 
into a sustainable enterprise capability and one that 
regulators can audit, advisors can understand, and 
clients can believe in.

If you can’t trace the data, you can’t 
defend the decision.

Only when data is unified can it reveal 
context, correlation, and the meaning that 
drives intelligent decisions.

Erin Colledge
EVP, Platform Unification and AI Strategy

2. �Institutionalize Explainability –  
Turning Algorithms into Evidence

Explainability translates machine reasoning into 
human understanding. It allows advisors, clients, 
and regulators to see why an AI system produced 
a specific answer. Even accurate models appear 
opaque without explainability, which invites 
skepticism and regulatory risk.

To institutionalize explainability, best practices 
include:

•	 Mapping every system that collects or stores 
client information, such as custodial feeds, CRM 
records, client portals, and marketing tools.

•	 Recording data transformations, such as 
enrichment or categorization performed by AI 
preprocessing.

•	 Maintaining audit logs that capture who 
accessed, modified, or exported data and 
when.

This visibility prevents “orphan data”, records 
whose origin or consent status is unknown, 
from contaminating AI results. It also satisfies 
regulators who increasingly view lineage 
documentation as part of fiduciary responsibility.

As one CTO at the Think Tank remarked:
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Market Forces & the Economics of 
AI in Wealth Management
The Convergence of Economics and Innovation

AI adoption has evolved beyond just a 
technological race to an economic imperative. 
Every wealth-management firm now faces a 
binary question: Will automation compress margins 
or expand them?

The difference lies in whether the firm treats AI as 
a cost center or as an operational multiplier.

The 2025 CTO Think Tank participants agreed that 
technology leadership has entered a new era of 
financial accountability. Every dollar spent on AI 
must demonstrate an identifiable return through 
productivity, capacity, or client retention.

The Cost of Compute Becomes the Cost of 
Doing Business

The economics of AI hinge on compute efficiency. 
Model training and inference, the process of 
running large language models (LLMs), consume 
significant processing power.

For context:

•	 Enterprise-grade hosted copilots from 
Microsoft or Salesforce4 are priced at $20–$30 
per user per month5, in addition to existing 
licensing costs.

•	 Running a modest internal model can cost 
$5,000–$15,000 per month6 in cloud compute.

•	 Specialized compliance-focused AI assistants 
can cost $200,000–$400,000 annually7 once 
integrated into production workflows with 
appropriate security layers.

These numbers once seemed steep, but 
compared to the value of a client services 
associate’s annual hours saved, or the mitigation 
of a single data breach, they are easily defensible.

As one Think Tank CTO remarked:

The economics of AI are no longer 
experimental - they’re actuarial. 
We can now model the savings as 
precisely as risk exposure.

4 Einstein Copilot and AI Cloud Pricing Overview.
Confirms that Salesforce Einstein Copilot for Financial Services Cloud is offered at US $20–$25 per user per month above base license pricing, 
depending on feature bundle and contract size.
https://www.salesforce.com/products/ai-cloud/pricing/
Accessed: October 2025.
5 Microsoft Copilot for Microsoft 365 Pricing and Licensing Guide.
Referenced for enterprise Copilot cost range of US $20–$30 per user per month, depending on seat volume and licensing tier.
Microsoft documentation and partner pricing references show Copilot for Microsoft 365 priced at US $30 per user per month as of March 2024.
https://learn.microsoft.com/en-us/microsoft-365-copilot/pricing
Accessed: October 2025.
6 Amazon Web Services (AWS) / Google Cloud Platform (GCP) / Microsoft Azure (2024–2025).
Cloud pricing calculators for AI inference workloads.
Referenced for the estimate that running an internal LLM (7 billion–13 billion parameter range) with moderate usage typically costs US $5 
000–$15 000 per month in compute and storage.

Sources:
	 • �AWS SageMaker Inference Pricing Calculator (2025) - https://aws.amazon.com/sagemaker/pricing/
	 • �Google Vertex AI Pricing Guide (2025) - https://cloud.google.com/vertex-ai/pricing
	 • �Microsoft Azure AI Studio Cost Estimator (2024) - https://azure.microsoft.com/en-us/pricing/details/ai-services/

Average derived from published GPU instance pricing and model-run benchmarks.
Accessed: September–October 2025.
7 Market Guide for Generative AI Cost Management in Financial Services.
Corroborates Deloitte findings, citing compliance-grade AI deployments with average annual cost range US $250,000 – $400,000 including 
licensing and oversight tooling.
Gartner Research ID G00793084, June 2024.
Accessed: October 2025.
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Productivity as the Primary ROI Driver

For most advisory firms, the most immediate 
financial benefit of AI is time recovery. A single 
advisor spends an estimated 25–35 percent of 
their week on documentation, CRM entry, and 
communication follow-up8. AI tools that automate 
note-taking, generate meeting summaries, and 
pre-fill compliance fields can reclaim 8–10 hours 
weekly per advisor.

When modeled across a 50-advisor firm, that 
recovery equals $1.5–2 million in annual 
capacity, even after technology costs.

Orion’s 2025 data showed that firms using AI to 
automate back-office processes reported a 15–20 
percent increase in advisor productivity, and firms 
using AI in marketing automation saw conversion-
rate improvements up to 40 percent9.

As one Think Tank attendee concluded:

We used to optimize portfolios.  
Now we optimize processes. That’s 
the new return on intelligence.

The ROI case, therefore, rests not only on cost 
reduction but on capacity reallocation, enabling 
advisors to serve more clients without increasing 

8 Technology & Time Use Benchmarking for Financial Advisors.
Referenced for advisor workload distribution (25–35% on administrative tasks).
https://www.kitces.com/research/
Accessed: October 2025.
9 The 2024 Advisor AI Impact Study: Efficiency, Productivity, and Growth Metrics in Advisory Firms.
Findings reported in Orion’s research summary and covered in WealthManagement.com (March 2024).
https://www.wealthmanagement.com/technology/orion-study-ai-advisors-see-uptick-productivity-client-growth
Accessed: October 2025.

headcount. Old studies suggest that advisors 
cannot service more than 150 – 200 clients. 
However, these surveys were performed pre-
AI innovation. It remains to be seen whether 
that number of clients can increase or remain a 
human limitation.

Margin Compression and the Need for 
Leverage

Industry economics are tightening. Fee 
compression, rising regulatory costs, and 
increased client expectations are eroding 
margins. Many firms will deny margin 
compression while providing more services, such 
as tax planning, estate planning, and more, to 
clients for their same fee structures. Providing 
more services for the same revenue is by 
definition fee compression.

AI is the first lever in a decade that allows firms to 
expand margins without cutting service quality. 
Firms that fail to modernize face a compounded 
disadvantage: higher operating costs, slower 
response times, and lower enterprise valuations.

Advisory consolidators and private-equity 
investors increasingly value firms based on their 
operational scalability and data maturity. One 
aggregation firm discussed that they discount RIA 
firm valuations for any firm without a CRM that 
captures all client interactions. AI-readiness has 
become a proxy for future profitability.
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The Shifting Investment Landscape

Venture capital continues to signal that AI in 
financial services is not a passing trend but a 
structural reallocation of capital. The vendor 
ecosystem is expanding faster than any other 
technology wave since the early CRM boom of the 
2000s.

•	 Global spending on AI in financial services 
is expected to exceed $110 billion by 2026, 
according to IDC10.

•	 Venture funding for fintech AI startups rose 
47 percent in 2024 despite broader tech 
downturns11.

•	 Wealthtech-specific AI startups focused on 
compliance, personalization, and workflow 
automation received more than $2.1 billion in 
202412 (FinTech Global data).

This capital influx reflects both demand and 
inevitability. As vendors innovate, advisory firms 
must evaluate not only cost but longevity; will the 
service provider survive regulatory scrutiny and 
deliver auditability at scale? AI justification is the new EBITDA 

improvement plan.

Building the Business Case

CTOs must articulate AI investment in financial 
language familiar to boards and CFOs. The most 
persuasive models quantify:

1. Labor Offset: Hours saved × fully loaded 
compensation = annual cost recovery.

2. Error Reduction: Compliance or 
documentation errors reduced × remediation 
cost per incident = annual cost recovery.

3. Client Retention: Increased retention rate × 
average client revenue = incremental revenue.

4. Breach Avoidance: Estimated breach 
probability × $4.45M average cost = risk 
mitigation value.

A complete business case combines all four, 
converting abstract efficiency into tangible ROI.

As one participant summarized:

10 Worldwide Artificial Intelligence Spending Guide: Financial Services Edition.
Referenced for projection of US $ 110 billion in AI spending by 2026.
IDC Doc #US51882524.
Accessed: September 2025.
11 State of Fintech 2024: Global Investment Trends in Artificial Intelligence and Financial Services.
Published January 2025; data covers the full 2024 calendar year.
https://www.cbinsights.com/research/report/fintech-trends-q4-2024/
Accessed: October 2025.
12 WealthTech 100 and Fintech AI Funding Tracker 2024.
Referenced for $ 2.1 billion in wealthtech AI funding during 2024.
https://fintech.global/wealthtech100/
Accessed: October 2025.
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AI as a Valuation Multiplier

Private-equity acquirers and large RIAs already 
price measurable automation and efficiency into 
their valuations. Our CTO Think Tank moderator, 
John O’Connell, predicted that acquirers will 
begin to price AI maturity into valuations. Firms 
that demonstrate measurable AI automation, 
standardized governance, and integrated data 
pipelines will command higher multiples because 
their scalability risk is lower.

Cost Control Through Tech Stack 
Rationalization

AI also exposes duplication. Most firms 
discovered, through AI integration, that they 
maintained redundant systems for data retrieval, 
CRM notes, and compliance review. Consolidating 
these into fewer, AI-enhanced platforms cuts 
licensing costs and streamlines maintenance.

One participant observed:

AI doesn’t just automate tasks—it 
automates vendor rationalization.”

Rationalization reduces both direct expense 
and cognitive load, freeing resources for more 
innovation.

The Long Tail of Compliance Costs

The hidden cost of AI adoption lies not in 
software but in governance overhead: policy 
creation, attestation tracking, and vendor due 
diligence. Early adopters report that for every 
dollar spent on AI enablement, an additional 
20–30 cents13 must be budgeted for compliance 
integration. These costs include compliance, 
risk management, governance integration, 
model documentation, monitoring, and audit 
frameworks.

However, those investments amortize quickly 
as templates, playbooks, and reusable 
governance frameworks mature. Firms outside 
of the wealth management space report that 
compliance overhead typically falls by half while 
audit readiness improves exponentially within 
two years.

13 AI Business Survey 2024: From Ambition to Action.
The survey (of 500 global enterprises) highlights compliance integration as a material cost factor during early AI operationalization.
Published April 2024.
https://www.pwc.com/gx/en/issues/analytics/assets/ai-business-survey-2024.pdf
Accessed: October 2025.
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From Pilots to Agentic Workflows
Moving from Experimentation to Systemization

Nearly every wealth-management firm has now completed an AI “pilot.” Whether a meeting-summary 
assistant or a chat-based internal tool, pilots have delivered proof that AI can perform advisor-adjacent 
tasks. Yet most are islands of success that remain useful but disconnected from enterprise systems.

Scaling AI from pilot to production isn’t a matter of adding more technology, it’s a matter of process 
discipline and architectural intent.

Leading firms treat pilots not as demonstrations but as structured learning environments. They realize 
that every pilot is a chance to refine governance models, strengthen data integrity, and build user 
confidence before scaling firm wide. Attendees agreed that the next frontier is safe operationalization 
that includes creating predictable, monitored environments where AI outputs can be validated and 
audited like financial transactions.

Common Pitfalls of the Pilot Stage

CTO Think Tank participants cited four recurring reasons pilots stall:

1. Data Silos:  
Models can’t access relevant context 
across CRMs, custodians, and planning 
systems.

2. Lack of Ownership:  
No defined “AI product owner” to drive 
iteration.

3. Governance Gaps:  
No formal review or audit trail for 
prompts, data, or results.

4. Over-personalization:  
Tools built around one team’s habits 
fail to generalize.

Avoiding these traps requires converting pilot learnings into production architecture where governance, 
explainability, and security are designed in, not bolted on.
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The Scientific Method of AI

Leaders are adopting a scientific approach: hypothesis, test, 
measure, repeat. Each pilot becomes an experiment with 
documented assumptions, controlled data, and measurable 
outcomes. This rigor transforms AI from novelty to discipline. 
Firms that version their prompts, capture model responses, 
and store results in central repositories build institutional 
memory that reduces drift, hallucinations, and bias.

Defining Agentic Workflows

The next evolution is agentic: linking discrete AI tools into 
orchestrated, role-specific workflows. Instead of isolated 
assistants, firms design micro-agents: small, specialized AIs 
that handle discrete, auditable tasks such as summarizing 
meetings, pre-filling CRM entries, or drafting follow-ups.

An agentic workflow is an AI system that performs a multi-
step process autonomously but with supervised autonomy, 
a defined trust boundary, logging, and approval checkpoint.

For example:

1. �The AI summarizes a client meeting (autonomous).

2. �Flags potential compliance notes and generates tasks 
(interpreted).

3. �Routes summary to the advisor for review and tasks to 
the operations team (supervised).

4. �Logs the actions with model ID and version (auditable).

These micro-agents can be chained 
together to execute complex processes: 
research, drafting, compliance checking, 
and CRM updates. When orchestrated 
correctly, they transform operations from 
manual chains to automated ecosystems.

From Tools to Workflows

Firms plan to chain these agents through 
orchestration engines to create digital workers. Digital 
workers are autonomous yet supervised processes that 
augment human productivity while maintaining control and 
traceability. Each action is logged so that decisions made by 
each agent are auditable. Each output of a digital worker is 
reviewed by a human to maintain the human-in-the-loop.

Digital workers are expected to appear in 2027 as agents 
mature and, more importantly, trust in the results of each 
AI agent evolve. However, every firm in the CTO Think 
Tank feels that they are laying the groundwork today with 
their simple agents to achieve traceability, accountability, 
scale, and trust. All of these are needed for digital worker 
adoption to be successful.
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Confronting Cultural Fear

Fear remains the quiet inhibitor. Tem members worry about obsolescence; compliance officers fear 
data leaks; executives fear reputational risk. Transparency dissolves that fear. When teams understand 
what the AI does, where its boundaries lie, and how oversight works, participation rises.

As one CTO observed at the Think Tank:

Our staff stopped fearing AI the moment they saw the audit log.

Education of the expected outcomes of each AI pilot help to ease team member fears of obsolescence. 
The audit log reduces compliance and executive fears.

Readiness Indicators

Firms ready to graduate from pilots to 
production share three traits:

1. Stable Data Architecture: Centralized, 
governed data accessible via APIs.

2. Cross-Functional AI Council: 
Technology, compliance, and operations 
aligned on oversight.

3. Cultural Literacy: Employees 
understand AI’s strengths and limitations.

When those conditions exist, agentic 
workflows flourish.

Firms succeeding in this shift follow a clear framework:

•	 Document the Use Case: Identify the human 
workflow being automated.

•	 Assess Risk: Classify data exposure and compliance 
level.

•	 Govern by Design: Assign accountability and define 
rollback triggers.

•	 Evaluate ROI Continuously: Measure both 
efficiency and error reduction.

This framework converts innovation from “try it” to 
“track it.”

The next challenge and opportunity is to formalize these systems through integrated architecture and 
governance, discussed in the next section.
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Architecture and Governance in 
Practice – From Systems to Culture
The Shift from Experimentation to Infrastructure

The defining difference between pilot projects and production AI is governance. In pilot mode, governance 
is often ad hoc, such as an informal checklist of “what not to do.” In production, governance becomes the 
architecture itself: the rules, logs, and cultural behaviors that ensure safety and reliability at scale.

The CTO Think Tank participants unanimously agreed that AI governance is not an IT initiative, it’s an 
enterprise operating system. It bridges architecture and culture, enabling innovation without losing 
control. This section examines both layers: the technical foundations that make governance enforceable 
and the organizational practices that make it sustainable.

Architectural Governance: The Hard Layer of Trust

Governance as Design

In early-stage AI deployments, governance is often reactive with new policies appearing after firms 
discover widespread AI use. Research previously discussed outlines that team members within firms 
are already using AI. Mature firms reverse this sequence, treating governance as a design discipline.

Every automation, integration, or model must answer three architectural questions:

If the answer to any is “no,” the workflow must remain in pilot status until governance gaps are closed.

Building Lineage into Infrastructure

Data lineage is the foundation of governance. 
It traces every data point from origin to output 
including what systems touched it, how it was 
transformed, and who accessed it. Many firms 
achieve practical lineage simply by maintaining 
structured prompt and output logs that show 
what data informed each AI result.

Sandboxing and Supervised Autonomy

Governance begins with boundaries. Sandboxing 
isolates experimentation from live client data, while 
supervised autonomy allows approved models to 
act within controlled limits. When confidence drops 
below thresholds, outputs automatically route for 
human review. This ensures a human-in-the-loop 
and builds trust in system logic.

Defensive Engineering:  
Adversarial and Prompt Controls

Strong governance includes proactive defense. 
Adversarial testing challenges models with 
conflicting prompts to expose weaknesses, while 
prompt filtering and context whitelisting protect 
sensitive data. These guardrails keep AI agents 
operating safely, like autopilots that disengage 
before crossing risk boundaries.

Explainability as a System Property

Transparency must be engineered, not assumed. 
Firms log model inputs, parameters, and 
decisions, often visualizing them through simple 
dashboards. This transforms AI from a “black box” 
into an auditable partner, satisfying fiduciary and 
regulatory demands for explainable outcomes.

Can it be traced? 
(Data lineage and 
provenance)

Can it be explained?  
(Transparency and 
interpretability)

Can it be controlled?  
(Access, rollback, and 
supervision)1 2 3
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Organizational Governance:  
The Soft Layer of Trust
Culture as the Enforcement Mechanism

Technical controls fail without cultural adherence. 
The most advanced firms treat policy not as 
documentation, but as behavioral design. Culture 
enforces what architecture cannot with discipline 
in day-to-day interactions, judgment in gray 
areas, and escalation when automation behaves 
unexpectedly.

As one Think Tank participant put it:

Architecture sets the limits. Culture 
decides whether we respect them.

From Policy Manuals to Playbooks

AI Acceptable Use Policies should be concise, 
visual guides explaining how to use approved 
tools responsibly. These playbooks answer five 
practical questions for every user:

1. What systems are approved for AI use?

2. What data are restricted?

3. Who grants exceptions?

4. How is monitoring conducted?

5. How do I escalate uncertainty?

By operationalizing governance this way, firms 
transform compliance from an annual ritual into 
a daily reflex.

Continuous Education and AI Literacy

AI literacy is the new cybersecurity training. 
Quarterly “AI awareness sessions” combine 
demonstrations, case studies, and incident 
debriefs. Employees who interact with sensitive 
data or external communications receive more 
frequent reviews and guidance. This approach 
keeps awareness current, promotes shared 
language, and reinforces psychological safety 
around escalation.

Turning Fear into Fluency

Fear is the hidden cost of innovation. Many 
advisors hesitate to use AI tools because they 
worry about compliance violations. A culture of 
governance replaces fear with fluency by showing 
advisors not only what to avoid, but how to 
engage safely.

One firm replaced their restrictive policy with 
an “AI sandbox” program. Team members 
could experiment with sample client data 
under supervision to gain confidence in how to 
anonymize personally identifiable information 
before using the AI tools. Adoption and 
satisfaction rose simultaneously.

As another CTO summarized:

We stopped saying ‘Don’t use AI.’ 
We started saying, ‘Here’s how to 
use it right’
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14 Final Rule: Regulation S-P – Privacy of Consumer Financial Information and Safeguarding Customer Information.
Referenced for May 2024 amendments requiring written incident-response programs, third-party notifications, and client breach disclosures 
within 30–72 hours.
Federal Register Vol. 89, No. 94, May 2024.
https://www.sec.gov/news/press-release/2024-57
Accessed: October 2025.

The Regulatory Storm – Cyber, 
Comms & Compliance Under Reg S-P
Regulation as a Turning Point

For years, regulation trailed technology. Firms 
innovated faster than examiners could react. That 
changed in May 2024, when the U.S. Securities 
and Exchange Commission finalized sweeping 
amendments to Regulation S-P, the privacy and 
safeguarding rule first written in 200014. The 
Securities and Exchange Commission’s 2024 
amendments to Regulation S-P mark a decisive 
move from guidance to enforceable governance. 

The update transformed Reg S-P from a 
disclosure formality into a continuous-response 
regime. The new rule requires every registered 
firm to:

1. �Maintain a written incident-response 
program (“IRP”). 
It must define detection, containment, 
investigation, and notification procedures for 
data breaches. This goes far beyond a simple 
disaster recovery plan. The implications for AI 
are clear. CTOs must consider AI incidents and 
have them in their IRP.

2. �Notify affected individuals within 30–72 
hours of determining that unauthorized 
access to “sensitive customer information” has 
occurred.

3. �Oversee service providers and vendors, 
including their subcontractors (“vendor-of-
vendor oversight”).

4. �Document testing, governance, and 
escalation—not merely policies on paper.

For the first time, compliance evidence must 
include technical logs, governance attestations, 
and proof of timely communication. 

Why Reg S-P Changes the CTO’s Role

Wealth-management CTOs now find themselves 
at the center of a new compliance architecture; 
one that binds cybersecurity, data privacy, and 
incident response into a single operational 
mandate. The amended rule turns CTOs into 
incident-response fiduciaries. IT delivered systems 
and Compliance delivered policy under older 
frameworks. These responsibilities merge under 
Reg S-P, the technology leader must guarantee 
that infrastructure itself enforces policy.

At the CTO Think Tank, executives agreed:

Reg S-P is the moment technology 
and compliance became 
inseparable.
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Designing for Auditability, 
Compliance & Resilience
From Regulation to Readiness

The SEC’s update to Reg S-P marked the shift 
from regulators asking if you protect client 
data to an expectation that they expect you to 
prove how you protect client data. For leaders in 
wealth management, this isn’t about technology 
alone. It’s about demonstrating that control and 
accountability are part of the firm’s DNA and 
visible in how systems run, people behave, and 
information moves.

Compliance as a Living System

Compliance used to mean policies written once a 
year and stored in binders. In modern firms, it’s 
embedded in every workflow, every approval, and 
every client interaction.

As one of our CTO participants said during the 
Think Tank:

1. Automate the guardrails. Block sensitive data 
from leaving the firm unencrypted and record 
each exception in real time.

2. Centralize oversight. Maintain a single 
compliance dashboard that shows which systems 
store client data, who can access them, and when 
policies were last reviewed.

3. Version everything. Store every policy and 
procedure in shared repositories with version 
control so you can prove what rule applied at any 
given moment.

4. Integrate approvals. Replace “email sign-
offs” with tracked digital attestations that can be 
audited months later.

Each of these steps moves compliance from 
theory to muscle memory.

Auditability by Design

Auditability is simply the ability to show your 
work. It demonstrates clearly, quickly, and 
confidently how decisions are made and 
advice is generated. Every automated process 
or AI-assisted workflow should carry its own 
breadcrumb trail: who initiated it, what data 
informed it, when it was reviewed, and who 
approved it. When an examiner or client asks, 
“How did we get here?”, firms that can answer in 
seconds and not weeks. Auditability transforms 
trust from a promise into a proof point.

If compliance lives in a PDF, it’s 
already out of date.

This is particularly true when adding AI agents to 
your technology stack. Compliance must be built 
into the AI agent workflows.

Here’s how forward-looking firms operationalize it:
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Resilience as a Leadership Standard

The question isn’t whether a firm can avoid 
disruption. it’s whether it can absorb it and 
recover with integrity intact. Resilient firms test 
their systems, rehearse their responses, and track 
recovery times with the same seriousness as 
they track revenue. Resilient organizations don’t 
scramble; they execute.

The leading firms use the following steps to 
ensure resilience:

1. �Run readiness drills.  
Treat system disruptions like fire drills: practice 
recovery and review lessons learned.

2. �Assign ownership.  
Every system should have a named executive 
responsible for its continuity plan.

3. �Measure recovery.  
Track time to detect, time to contain, and time 
to restore service and then improve each 
quarter.

Resilience doesn’t eliminate disruption; it ensures 
your response earns confidence instead of 
concern.

From Compliance to Competence

Reg S-P isn’t just a rule, it’s an opportunity, when 
viewed through a leadership lens. Firms with well 
defined incident response plans can identify and 
react to incidents more quickly while protecting 
the firm.

Firms that can prove auditability, recovery speed, 
and behavioral consistency are the best positioned 
in this emerging landscape of new regulations and 
rapidly evolving AI technology. Educating teams on 
how to effectively use AI increases the team members 
competence in using these tools safely. That competence 
increase by default increases the firm’s compliance 
posture. As one executive in Los Angeles told us:

We stopped telling people not 
to use AI. We started showing 
them how to use it responsibly. 
That changed everything.

That’s why forward-thinking leaders replace 
dense manuals with concise playbooks, plain-
English guides that tell staff what’s approved, 
what’s restricted, and who to call when in doubt. 
When people understand the why, compliance 
stops feeling like friction and starts looking like 
professionalism.

Several firms are now negotiating AI-specific 
liability coverage. Firms demonstrate governance 
maturity through lineage, auditability, 
explainability. The demonstrated governance 
materially lowers premiums and accelerates 
underwriting.

Once compliance becomes part of the system 
itself, the next challenge is synchronization: 
ensuring governance, data, and execution move 
together across the firm’s digital fabric.
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Building the Future Stack
The wealth-management platforms of the future won’t win because they have more integrations. They’ll 
win because they operate as one coherent system with a digital fabric. The goal is not more software, 
but better synchronization where data, tasks, and trust move together seamlessly.

How to Move from Integration to Orchestration

A connected experience begins with connected data. True personalization emerges 
when every insight is grounded in shared context—not isolated systems.

Erin Colledge
EVP, Platform Unification and AI Strategy

Firms that treat connections as assets, not afterthoughts, achieve speed and control simultaneously. This 
process of moving from integration to orchestration sets the stage for the firm to develop AI agents.

Map your data flow.

Know exactly how 
information moves between 
CRM, planning tools, and 
reporting platforms.

Govern the connections.

Every integration must 
have an owner, an 
audit trail, and a review 
schedule.

Define your single 
source of truth. 

Identify which system 
governs client data, and 
ensure all others sync to it.
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How to Deploy AI Agents Safely

AI Agents are already freeing advisors to focus on 
client facing tasks. Remember that AI agents don’t 
replace staff, they multiply the capacity of your 
staff. As one Think Tank participant summarized:

We’re not building AI to replace people; we’re 
building it to make judgment scalable.

To deploy them safely:

1. Start with low-risk tasks. Meeting summaries, 
CRM updates, and scheduling.

2. Require human approval. Every output should 
be reviewed and signed off before client delivery.

3. Log everything.  Each action must leave a 
record: input, output, and reviewer.

Your firm’s human approval and audit logs enable 
supervised autonomy. Supervised autonomy 
turns automation into an accountability amplifier. 
Audit trails record both the machine’s confidence 
score and the human approver’s decision creating 
a dual-layer accountability chain that regulators 
and clients can verify. As one CTO Think Tank 
participant summarized:

Our brand is only as strong as 
our audit log.

How to Keep the Human in the Loop

All participants reaffirmed a shared boundary: no 
unsupervised AI in fiduciary decisions. AI can recommend 
actions, but a human must approve any activities that 
affect a client. The most effective implementations label 
AI output explicitly as “recommendation pending human 
review.” That single phrase turns automation from a risk 
into a feature.

Your firm’s workflows must include these approval 
steps for the human-in-the-loop to review and approve 
AI generated output. All the firms within the CTO Think 
Tank are designing their new workflows or updating 
their existing workflows with this in mind.

How to Design the Hybrid Future

The future of wealth management is hybrid with machines 
doing what they do best (consistency and speed), and 
humans doing what only they can (context and empathy).

To prepare your firm for that reality:

1. Audit your workflows. Identify where AI can 
enhance accuracy without erasing human input.

2. Define the boundary. Document what must always 
remain human-reviewed.

3. Measure time saved and quality improved. Prove 
value not in concept but in outcomes.

The goal isn’t to build a digital firm; it’s to build a 
more human firm. A firm where technology amplifies 
judgment and transparency builds trust.The promised achievement of AI agents is to give 

time back to team members to think, plan, and 
serve clients.

19 AI Governance by Design  
A CTO’s Guide to Building the Future Stack



The CTO’s Mandate:  
Leading Through Structure
Technology leadership in wealth management 
is undergoing a generational redefinition. For 
decades, the CTO’s role centered on integration, 
uptime, and vendor management. In the post-AI 
era, the mandate is broader: to engineer trust at 
scale. In this new era, the measure of leadership 
isn’t how much technology a firm deploys, but how 
transparently it operates.

Lead the Business, Not the Stack

A CTO’s first responsibility is translation by turning business goals into executable systems.

That means asking not “What can AI do?” but “What risk does this reduce or capacity does this create 
and how can I deploy it safely?”

Practical steps:

•	 Align every major tech initiative with a 
measurable business outcome.

•	 Review exiting workflows and outstanding 
business questions to determine how AI can 
solve those problems.

•	 Design workflows with a human-in-the-loop as 
opposed to human centric.

•	 Visibility builds confidence and design every 
new system with transparency in mind.

•	 Create an executive-level “technology narrative” 
that explains how your architecture will leverage AI 
to support growth, compliance, and productivity.

•	 Report not in technical metrics, but in business 
terms: time saved, errors reduced, risk mitigated.

Within two years, auditability and AI transparency will likely become integral to the regulatory review 
process. Early adopters of these principles will enjoy competitive advantages enabling them to grow 
safely and attract investment, advisors, and clients.
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AI leadership isn’t measured by adoption; 
it’s measured by control. The firms that 
can trace every decision and prove their 
system’s integrity will define the next 
standard of compliance.

Larry Shumbres
CEO, Archive Intel



Call to Action
The wealth-management industry now stands at a crossroads between experimentation and 
standardization. The wealth management C-Suite faces a common challenge: how to innovate quickly 
and safely.

Start by benchmarking your firm’s AI maturity using The Oasis Group’s AI Readiness Index and 
Maturity Model. These tools provide structured assessment across governance, technology, and cultural 
domains, offering executives a concrete view of where their organization stands.

Next, map your AI use cases to the workflows they affect. Identify data sources, ownership, and 
regulatory exposure for each workflow. Every workflow should have a defined governance owner, an 
approval cadence, and a rollback mechanism. Start your pilots and production AI implementation with 
the viewpoint that governance is not bureaucracy, it is quality assurance.

Conduct Reg S-P tabletop exercises at least twice per year. Include cross-functional participation: 
compliance, operations, technology, and communications. Test breach-notification timing, vendor 
coordination, and AI-workflow incident handling. Simultaneously, train staff on acceptable use and data-
handling principles. Fluency and not fear is the foundation of safety.

Build auditability into architecture rather than layering it on afterward. Logging and data lineage 
reporting must be intrinsic. Treat explainability as a design requirement equal to results accuracy. The 
firm that can demonstrate complete, time-stamped audit trails will always command regulator, advisor, 
and client confidence.

Finally, remember that compliance and innovation are not adversaries. They are now inseparable. 
Together, they define the blueprint for the intelligent, resilient, and trusted advisory firm of the future. 
Leaders who approach AI with transparency and curiosity will define the next standard of excellence in 
wealth management technology.

© 2025 The Oasis Group. All Rights Reserved.
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