Unified Al Regulatory Oversight & Ethical
Intelligence Standards

A Unified Guide to Federal, State, and Operational Al Requirements in
Mortgage Banking

Epoch Intelligence Summary

Artificial intelligence is advancing faster than the regulatory frameworks designed to govern it.
Lenders, auditors, vendors, and policymakers now face a landscape defined by fragmented federal
rules, emerging state statutes, evolving agency interpretations, and operational uncertainty. The
industry has lacked a single, comprehensive reference point that unifies these expectations into a
practical, actionable standard—until now.

Epoch Intelligence created the Unified Al Regulatory Oversight & Ethical Intelligence
Standards (U-AIROEIS) to consolidate all existing federal and state regulations, enforcement
actions, supervisory guidance, and industry best practices into one coherent structure. This
document serves as the definitive compilation of what the industry must follow today.

But U-AIROEIS goes further: it integrates EIOSIS — the Epoch Intelligence Oversight &
Standards Integration System — the industry’s GOLD Standard for responsible and ethical Al
deployment. EIOSIS establishes the highest bar for fairness, transparency, explainability,
governance integrity, ethical safeguards, and operational accountability. It defines not just
compliance, but excellence.

Where current regulations provide the minimum legal obligations, EIOSIS establishes the
elevated benchmark lenders and technology partners can adopt to ensure their Al
implementations are defensible, trustworthy, auditable, and aligned with the future trajectory of
federal oversight.

This document unifies the regulatory floor and the Epoch gold standard ceiling into a single
operational doctrine, giving institutions the clarity and confidence needed to implement Al
responsibly across the mortgage ecosystem.

U-AIROEIS + EIOSIS together form the most complete, forward-looking, and ethically grounded Al
governance framework available in lending today.

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
frameworks of Epoch Intelligence.
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Executive Overview

Artificial intelligence is now formally governed by a network of federal statutes, regulations, enforcement
precedents, and agency expectations.

This guide consolidates:

e Federal law

e Agency regulations

e StateAlacts

e Enforcement bulletins

e NIST standards

e GSE expectations

e The EIOSIS high-bar operational standard
Lenders may treat this as a single-source reference for Al governance, compliance, and responsible
adoption.
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Federal Al Regulatory Landscape (With Citations)

Below are the authoritative governing laws and rules that apply to Al in lending, along with the relevant
sections most frequently invoked by regulators.

CFPB — Fair Lending, Al Decisioning, and UDAAP
Statutes
¢ Equal Credit Opportunity Act (ECOA) — 15 U.S.C. §1691 et seq.
e Consumer Financial Protection Act (CFPA) — 12 U.S.C. §§5531-5536 (UDAAP prohibitions)

Regulations
e Regulation B (ECOA) — 12 C.F.R. §1002
o Key Al-relevant sections:
§1002.4(a) — General rule against discrimination
§1002.6(b)(2) — Prohibition on using prohibited bases or proxies
§1002.9 — Adverse action notice requirements
§1002.14 — Requirements for providing valuations

o

o O O

CFPB Policy & Interpretive Documents (Al-specific)
o  CFPB Circular 2022-03: “Adverse action requirements in algorithmic credit decisions”
o CFPB Guidance 2023: Clarifying explainability requirements for complex algorithms and black-box
models
¢ CFPB UDAAP Enforcement Manual: Applies to representations about Al accuracy, fairness, or
capabilities

© 2025 Epoch Manna. All rights reserved.
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FTC — Artificial Intelligence & Automated Decisioning

Statutes
e Federal Trade Commission Act (FTC Act) — 15 U.S.C. §§45, 46 (Unfair or Deceptive Acts)
¢ Fair Credit Reporting Act (FCRA) — 15 U.S.C. §1681 et seq.
e GLBA Safeguards Rule — 16 C.F.R. Part 314 (relevant to Al data systems)

Key FTC Al Publications (Enforceable as expectations)
o “Using Artificial Intelligence and Algorithms” (FTC, 2020)
o “Aiming for Truth, Fairness, and Equity in Your Company’s Use of Al” (FTC, 2021)
e “The Luring Test: Al and the FTC Act” (FTC Staff, 2023)

FTC's position on Al:
e Models must not be deceptive
e Accuracy claims must be substantiated
¢ Training data must be appropriate and governed
¢ Al may not be used in ways that cause disparate impact
e Vendors making Al claims must be auditable

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
frameworks of Epoch Intelligence.
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DOJ — Algorithmic Discrimination Enforcement
Statutes
o  Civil Rights Act of 1968 (Fair Housing Act) — 42 U.S.C. §3601 et seq.
« Title VI of the Civil Rights Act of 1964 — 42 U.S.C. §2000d
e Equal Credit Opportunity Act (joint DOJ/CFPB enforcement)

Key DOJ Guidance
e DOI Civil Rights Division: “Combatting Algorithmic Bias” (2022)
e Joint DOJ/FTC/CFPB Statement on “Enforcement Against Discrimination in Automated Systems
(2023)

”

HUD / FHA — Fair Housing & Automated Systems

Statutes
¢ Fair Housing Act — 42 U.S.C. §§3601—-3619
¢ Rehabilitation Act — 29 U.S.C. §794

Regulations
e 24 C.F.R.Part 100 — FHA's Implementing Regulations
o §100.5 — General prohibition of discrimination
o §100.70 — Discriminatory practices in real estate transactions
o §100.130 — Advertising discrimination (applies to Al marketing systems)

HUD Al Relevance
HUD has explicitly stated that algorithmic tools used in:
e underwriting,
e marketing,
e servicing, or
¢ loss mitigation
cannot result in biased or discriminatory outcomes.

© 2025 Epoch Manna. All rights reserved.
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FHFA / Fannie Mae / Freddie Mac — GSE Expectations

While not statutes, these are authoritative operating requirements for lenders selling or servicing GSE
loans.

Fannie Mae References
¢ Selling Guide — B1-1-01, B3-2-09, B3-4 series
¢ Model Governance Expectations (2022—-2024)
¢ Fair Lending & Automated Underwriting Bulletins

Freddie Mac References
o Seller/Servicer Guide — Ch. 2401, 5102, 5302
¢ Quality Control Requirements
e Model Governance Clarifications (2023)

FHFA
e Fair Lending Program Requirements (2023)
o Enterprise Al & Model Risk Guidance (2024)

GSEs expect:
o explainability,
e transparency,
e bias monitoring,
¢ MISMO-compliant data lineage,
e governance controls equal to or exceeding banking standards.

© 2025 Epoch Manna. All rights reserved.
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NIST — Al Risk Management Framework (Al RMF 1.0)
Authority

e NIST Special Publication SP 1270

e NIST AIRMF 1.0 + Playbook

NIST provides the federal baseline for:
e transparency
e accountability
e measurement
e documentation
e  systemic monitoring

Most agencies now reference NIST RMF as the preferred structure.

State-Level Al Laws (With Citations)

California
e California Civil Rights Council Proposed Regulations on Automated Decision Systems (2023~
2024)

o California Consumer Privacy Act (CCPA) — Cal. Civ. Code §1798.100 et seq.
e California Privacy Rights Act (CPRA) — Automated decisioning rights

Colorado
e Colorado SB 21-169 — Preventing Algorithmic Discrimination
¢ Colorado Department of Insurance Al Governance Bulletins

New York
¢ NY DFS Guidance on Al and Automated Decisioning (2024)
o NY Executive Law: Fair lending provisions applicable to algorithmic screening

Emerging States
¢ lllinois, Connecticut, Vermont, and Texas have Al-focused bills emphasizing:
o Al assessments
o Explanation rights
o Discrimination protections

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
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Lender Obligations — Now With Legal Basis

Obligation Legal/Regulatory Source

Document all Al systems ECOA §1691; Reg B §1002.4; FTC Act §5; NIST RMF
Explain decisions to borrowers Reg B §1002.9; CFPB Circular 2022-03

Avoid disparate impact FHA (42 U.S.C. §3601); ECOA; DOJ guidance
o s

Maintain data integrity GLBA Safeguards Rule; CCPA/CPRA; GSE QC standards
Monitor model drift & bias NIST RMF; GSE Model Governance; CFPB expectations

Human-in-the-loop requirement Reg B commentary; FTC fairness doctrine
Vendor oversight FTC Act §5; GLBA Safeguards Rule; CFPB supervision manual

Implementation Framework (With Authority Mapped)
Al Impact Assessment

¢ Required or recommended: CA, CO, NY, NIST RMF
Bias & Disparate Impact Analysis

e ECOA, FHA, DOJ, CFPB fair lending manual
Explainability Documentation

e RegB §1002.9; CFPB Circular 2022-03
Governance & Monitoring

e NISTRMF

e FHFA/GSE model governance principles
Vendor Attestations & Controls

e FTCAct §5 (deception/unfairness)

e  GLBA Safeguards Rule

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary

frameworks of Epoch Intelligence.
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EIOSIS — Epoch Intelligence Oversight, Security, & Integrity Standards

1. Purpose & Scope

EIOSIS (Epoch Intelligence Oversight, Security, & Integrity Standards) is a voluntary, elevated governance
standard governing the design, deployment, monitoring, and oversight of artificial intelligence systems
used within mortgage banking and adjacent financial services. EIOSIS anticipates regulatory expansion
beyond automated decisions to include Al-assisted influence and workflow shaping.

EIOSIS is designed to:
e Exceed minimum legal compliance requirements
¢ Translate fragmented regulatory expectations into enforceable operational standards
¢ Govern Al influence, not just Al decisioning
¢ Provide provable accountability, auditability, and ethical integrity

EIOSIS applies to all Al-assisted systems that:
e Generate risk signals
¢ Influence prioritization, workflow, or review
e Surface recommendations or intelligence
¢ Shape human judgment, even without final decision authority

2. Foundational Principles

EIOSIS is built on the following non-negotiable principles:
1. Human Authority is Mandatory, Not Symbolic

Influence Without Governance is Risk

Transparency Without IP Exposure

Fair Lending Is Structural, Not Statistical

Auditability Must Be Continuous

Ethics Must Be Enforceable

o vk wnN
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3. Explicit Non-Capabilities & Prohibited Uses
EIOSIS-governed systems explicitly SHALL NOT:
e Make credit approvals or denials
e Determine borrower eligibility
e Set or recommend pricing, rates, or terms
e Generate adverse action reasons
e Perform borrower behavior prediction
¢ Infer protected class status
o Use geographic data for risk, eligibility, pricing, or qualification
o Sole exception: USDA program eligibility, strictly limited to statutory requirements
e Override lender policy or compliance controls
e  Operate without human review pathways
This Non-Capabilities Register is mandatory and enforceable.

Misuse & Boundary Enforcement Clause
Use of EIOSIS-governed outputs outside their declared posture, scope, or dependency context constitutes
misuse and is not governed, endorsed, or validated under EIOSIS.

Examples of misuse include:
e Treating informational or advisory signals as decisioning inputs
e Repurposing signals for pricing, eligibility, or borrower-level determination
e Ignoring documented amplification or dependency constraints
EIOSIS governs system design and intended use; it does not legitimize downstream misuse.

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
frameworks of Epoch Intelligence.
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4. Human Accountability & Override Governance
EIOSIS requires accountability clarity, not just “human-in-the-loop” availability.

Required Standards:
e All Al signals must be reviewable
e Human overrides must be:
o Logged
o Time-stamped
o Attributed (role-based, not personal)
e Override actions must include reason classification, not justification narratives
Override Silence Rule:
o Failure to act on an Al signal does not imply endorsement
o Silence is logged as non-action, not approval

This protects both lenders and operators from implied liability.

4.1 Al Logic & Change Management Controls
EIOSIS requires documented governance over material changes to Al logic, thresholds, signal behavior, or
dependency relationships.

Material changes include:
e Model updates or retraining
e Threshold or confidence-level adjustments
e Changes to signal posture (informational, advisory, gating)
¢ Modifications affecting downstream consumption

All material changes must be:

e Documented

e Versioned

e Reviewable for audit and examination purposes
This requirement distinguishes governance evolution from system modification and preserves audit
continuity.

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
frameworks of Epoch Intelligence.

Page 11 of 19



Unified Al Regulatory Oversight & Ethical
Intelligence Standards

5. Signal Integrity & Degradation Taxonomy

EIOSIS requires formal classification of signal instability. EIOSIS exceeds baseline NIST Al RMF monitoring
expectations by requiring temporal, contextual, and regulatory-state reconstruction.

Every material signal fluctuation must be attributable to one or more of the following:
e Market Shock
e Regime Transition
o Data Quality Degradation
e Concept Drift
¢ Model Confidence Decay
e Regulatory Uncertainty Spike
This distinction prevents market volatility from being mischaracterized as model failure.

6. Dependency & Amplification Disclosure
EIOSIS mandates transparency into downstream usage. EIOSIS treats multi-agent and compositional Al systems
as supply-chain risk environments requiring explicit dependency and amplification controls.

For every Al signal:
¢ Identify consuming system(s)
e Declare whether the signal is:
o Informational
o Advisory
o @Gating
¢ Identify amplification risk:
o Does downstream logic magnify or dampen the signal?
This is essential when Al feeds LOS workflows, QC systems, or executive dashboards.

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
frameworks of Epoch Intelligence.
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7. Temporal Regulatory Reconstruction
EIOSIS requires the ability to reconstruct regulatory context as-of any historical date.

Systems must be able to demonstrate:

Which regulations were active

Which guidance applied

Which interpretations were in force

Which thresholds governed behavior at that time

This protects against hindsight bias in examinations and enforcement actions.

8. Al Incident & Harm Escalation Governance
EIOSIS requires formal governance for material Al-related incidents, including situations where Al-assisted
systems contribute to actual or potential harm, compliance breaches, or material risk exposure.
A Material Al Incident includes, but is not limited to:
¢ Evidence of discriminatory impact
e Misuse or misinterpretation of Al signals
¢ Failure of governance controls
e Material data integrity or NPPI exposure events
e Regulatory or examination-triggering anomalies

Required Standards:
o Material Al incidents must be escalated to appropriate compliance, risk, or governance functions
¢ Incidents must be documented with:
o Nature of the issue
o Affected system(s)
o Preliminary impact assessment
¢ Post-incident review must assess whether:
o Controls require adjustment
o Signal posture or dependencies require modification
o System suspension or restriction is warranted

This standard ensures Al risk is governed with the same seriousness as model risk and operational risk.

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
frameworks of Epoch Intelligence.
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8. Founder, Operator & Commentary Separation Clause (NEW)
EIOSIS formally separates:

e Founder insight

e Publiccommentary

o Strategic thought leadership
from:

e System logic

e Production rules

e Operational behavior

Public content shall not be construed as:

e Systeminstruction
e Policy override
¢ Regulatory interpretation
¢ Operational mandate
This protects the system, the institution, and the individual.

9. Agent-Aligned Enforcement Model
EIOSIS is operationalized through separation of concerns:
e Vector — Market intelligence (non-prescriptive)
¢ Regulus — Regulatory surveillance & interpretation
¢ Shield — Compliance integrity, auditability, and controls
e Echo — User-facing explanation layer (non-decisional)

No single agent may:
o Self-validate
o Self-govern
e Self-override

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
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9.4 Training Data Provenance & Governance
EIOSIS requires documented governance over Al training data sources.

Required Standards:
¢ Training data must be lawfully obtained and appropriately licensed
o Data sources must be reviewed for:
o Biasrisk
o Representativeness
o NPPI presence
¢ NPPI may not be used for training unless explicitly approved, documented, and justified under
applicable law and governance controls
This standard aligns with FTC expectations regarding data appropriateness and substantiation.

10. Audit & Examiner Posture
EIOSIS is designed to withstand:
e CFPB supervision
e FHFA/GSE reviews
e DOJ pattern-or-practice analysis
e FTCdeception claims
e State AG inquiries
Auditors are given:
e Transparency of governance
e Evidence of controls
¢  Proof of human authority
without exposure of proprietary logic or models

System Suspension, Sunset & Decommissioning
EIOSIS requires documented procedures for the suspension, restriction, or decommissioning of Al systems
that no longer meet governance, performance, or regulatory expectations.
Triggers may include:
e Persistent governance failures
¢ Unresolvable compliance risk
e Regulatory changes rendering continued operation inappropriate
¢ Obsolescence or replacement by governed alternatives
This ensures Al lifecycle governance extends beyond deployment and operation.

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
frameworks of Epoch Intelligence.
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11. Positioning Statement
EIOSIS is to Al governance what:
e MISMOis to data
e SOC2istocontrols
e NIST RMF is to cybersecurity
It is not required by law — but failure to meet its principles increasingly defines regulatory risk.

EIOSIS is designed to remain interoperable with evolving federal agency Al governance requirements
issued pursuant to Executive Orders, including guidance from NIST, CFPB, FHFA, FTC, HUD, and DOJ.

© 2025 Epoch Manna. All rights reserved.

EIOSIS and the Unified Al Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) framework are
proprietary intellectual property of Epoch Intelligence. This document incorporates publicly available
federal and state regulations, guidance, and enforcement materials, which remain the property of their
respective agencies. The compilation, organization, interpretation, and integration presented herein are
original works of Epoch Intelligence.
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EIOSIS Change Log

This Change Log documents material updates, clarifications, and enhancements to the Epoch
Intelligence Oversight, Security, & Integrity Standards (EIOSIS). It is maintained to ensure
transparency, traceability, and regulatory clarity regarding the evolution of Epoch’s Al
governance framework.

Version 2.0 — December 2025 (Reconstruction & Hardening Release)

Summary:

Comprehensive reconstruction of EIOSIS to formalize governance, security, data protection, and
accountability standards in alignment with evolving federal and state regulatory expectations,
SOC 2 Trust Services Criteria, and real-world Al operational risk.

EIOSIS is designed to align with applicable Executive Orders governing artificial intelligence,
including the December 11, 2025 Executive Order establishing a national Al policy framework
emphasizing governance, transparency, risk management, and civil rights protections.

Material Enhancements
1. Formal Scope Expansion

o Clarified that EIOSIS governs Al influence, not solely Al decisioning

o Explicitly applied standards to intelligence, prioritization, alerting, and advisory systems
2. Explicit Non-Capabilities Register

o Added enforceable prohibitions on approvals, denials, pricing, eligibility, behavioral

prediction, and protected-class inference

¢ Codified geo-data prohibition with a narrow USDA eligibility exception
3. Human Accountability & Override Governance

¢ Introduced mandatory override logging standards

o Defined the “Override Silence Rule” to prevent implied liability

e Shifted from availability of human review to evidenced human authority
4. Signal Integrity & Degradation Taxonomy

e Added formal classification of signal degradation:

o Market shock
Regime transition
Data degradation
Concept drift
Model confidence decay
o Regulatory uncertainty spike

e Prevents misclassification of volatility as model failure

5. Dependency & Amplification Disclosure

o O O O

© 2025 Epoch Manna. All rights reserved.
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e Required documentation of downstream system consumption
e Introduced amplification risk assessment for Al signals
6. Temporal Regulatory Reconstruction
e Added requirement to reconstruct regulatory context as-of any historical date
e Addresses hindsight bias in audits and enforcement actions
7. Borrower NPPI & Sensitive Data Governance
e Codified NPPI minimization, access controls, and prohibited uses
e Restricted NPPI exposure across agents
e Aligned NPPI governance with GLBA, FTC Act, CFPB supervision, and SOC 2 Privacy
criteria
8. SOC 2-Aligned Security Framework (Pre-Certification)
o Explicitly aligned EIOSIS controls with SOC 2 Trust Services Criteria
e Required transparent disclosure of non-certified status
e Prevented implied certification claims
9. Founder, Operator & Commentary Separation Clause
o Clarified separation between public thought leadership and production system behavior
e Reduced individual and institutional liability risk
10. Agent-Aligned Enforcement Model
o Codified separation of concerns across Vector, Regulus, Shield, and Echo
e Prohibited self-governing or self-validating agents
11. Examiner & Auditor Posture
e Standardized examiner-facing transparency without IP exposure
e Positioned EIOSIS to withstand CFPB, FHFA, DOJ, FTC, and state AG review

© 2025 Epoch Manna. All rights reserved.
Unified AI Regulatory Oversight & Ethical Intelligence Standards (U-AIROEIS) and EIOSIS are proprietary
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Version 1.0 — 2025 (Initial Release)
Summary:
Initial publication of EIOSIS as Epoch Intelligence’s elevated ethical and governance framework
for Al in mortgage banking.
Foundational Elements
e Alignment with ECOA, FHA, FTC Act, GLBA, NIST Al RMF, and GSE expectations
e Establishment of ethical Al principles
e Emphasis on fairness, transparency, and explainability
¢ Introduction of continuous governance philosophy

Change Management & Governance
e All material changes to EIOSIS are reviewed for:
o Regulatory impact
o Fair lending implications
o Security and data protection considerations
e Version updates are timestamped and archived
e Superseded versions remain available for audit reference

Regulatory Use Notice
This Change Log is intended to:
o Demonstrate proactive governance evolution
e Prevent retroactive compliance interpretation
e Support examiner understanding of framework maturity

© 2025 Epoch Manna. All rights reserved.
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