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Governance must move as fast as innovation

rtificial Intelligence (AI) hasbecome
adefining feature of organisations,
more than ever before. Across
Uganda and the wider region,we
are seeing Al increasingly integrated
into how we work,learn and make
decisions. Businesses are exploring its
potential to drive efficiency and innovation,
financial institutions are using advanced
analytics to strengthen risk management,
improve customer experience and combat
financial r:rime,among other functions.

From a finandal crime and compliance
perspective, Al presents both opportunity
and responsibility. At thesame tlme,poon
ly governed Al systems can introduce unin-
tended bias, reduce transparency, serious er-
rors due todata poisoning and expose insti-
tutions to regulatory,reputational and oper-
ational challenges.

Globally, this balance is already under
close scrutiny. The World Economic Forum
Global Risks Report 2025 highlights Al gov-
ernance failures among the leading emerg-
ing risks for both businesses and govern-
ments. The International Monetary Fund
reports that over 60 percent of financial in-
stitutions worldwide now use Al in areas
'such as transaction monitoring, fraud de-
tection and credit assessment. Yet almost
half of these institutions cite model risk, ex-
plainability and regulatoryuncertainty as
key concerns. The signal is clear: adoption
is accelerating,and governance must evolve
alongsideiit.

Uganda is very much part of this global
conversation. Therefore, as organisations,
we must operate within the clear obliga-
tions set out in the Data Protection and Pri-
vacy Act,which governs how personal da-
taiscollected, processed and safeguarded
responsibly Al systems, by their nature, re-
Iy heavily on data,making compliance with
these requirements fundamental rather
than optional.

This is why, as organisations,we must

The broader lesson for
all of us is not about any
single organisation, but
aboul the collective ap-
proach.
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of our adoption strategies. Effective gov-
ernance provides clarity on accountabili-
ty across the Allifecycle, from design and
training to deployment and ongoing moni-
toring.It helps answer important questions
around ownership, oversight and respon:-
sibility It also supports transparency,ena-
bling organisations to explain how Al driv-
en decisions are made to customers, regula-
tors and other stakeholders.

Understanding the broader regulatory
environment is equally important, even
where Al specific laws are still emerging.
While Uganda does not yet have dedicat-
ed Al legislation,global developments of-
fer valuable reference points.The European
Union Artificial Intelligence Act, finalised
in 2024, introduced arisk-based framework
with heightened obligations for high-risk
use cases. The United Kingdom Financial .
Conduct Authority has issued supervisory
guidance on Al governance and modelrisk.
International standard setters such as the
Basel Committee continue toemphasise ex-

.plainability,controls and human oversight.

For organisations operating in intercon-
nected global markets, these standardsin-
creasingly shape expectations.

As organisations, we also recognise the
importantrole regulators playin enabling
responsible inrfovation. Constructive en-
gagement between industry and supervi-
sors can help ensure that regulation keeps

ry sandboxes, pilot initiatives and open ;.
logue allow new solutions to be tested saf.),
while protecting consumers and the fin ;.
cial system. The African Development Eap .
Digital Economy Report 2025 notes that
economies that align innovation with reo,.
latory clarity tend to experience rmore res;|.
ient and inclusive digital growth.

Also of importance is that data govern-
ance remains central to this journey Al -
tems are only as effective as the data r_h_-'i)
underpi.nsthem.maccmate,inmmp!»:r_‘ .
biased data leads to flawed outcomes par.
ticularly in areas such as credit assessmer,:
fraud detection and customer risk profilin
As organisations, we must invest in strons
data governance frameworks that prom:.
data quality,traceability and lawful use r..
inforcing trust at every stage.

Human oversight also remains critical
Alis most effective when it augments b
man judgement rather than replaces it 1.
tomated insights, alerts and recomme;-
dations should support informed decisiop,
making by skilled professionals who un ;.
stand both thetechnology and the recula .
ry context. According to the Financial 5151
ity Board 2025 assessment, institutions v
strong human oversight experience e
Al related compliance incidents and crear.r

. confidence in outcomes.

Thebroader lesson forall of us is not :bo.
any single organisation,but about the !
lective approach.As organisations, we i
view governance,compliance and inno, -
tion as mutually reinforcing. As regulat o
thereis an opportunity to support resp oo
sible adoption through clear, proportic i
regulatory frameworks.And as compliice
and risk professionals, we have a role to 011,
in shaping how Al is integrated into o ..
isational processes in a way that deliv
lasting value to all stakeholders.

Mr Stanley Katwaza, Head, Conduct
Financial Crime and Compliance- Standard
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