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[bookmark: _Toc241649701]Important Disclaimer
This document is not a Microsoft product and is not official Microsoft content.
This playbook was created by John Straumann and is the independent work of its author. It is not produced, reviewed, endorsed, approved, or published by Microsoft Corporation. Although the author works at Microsoft, nothing in this document is an official Microsoft statement, commitment, recommendation, roadmap, or position, and it does not create any obligation on Microsoft.
Not official curriculum or exam preparation: this document is not official Microsoft training material, official Microsoft curriculum, or preparation for any Microsoft certification examination. It is intended for self-paced reading and as a working reference. Where Microsoft Learn or Microsoft documentation is referenced, that content remains the authoritative source and is governed by its own terms.
No warranty: the material is provided “as is”, without representation, guarantee, condition, or warranty of any kind, whether express or implied, including as to accuracy, completeness, currency, merchantability, or fitness for a particular purpose. Microsoft makes no guarantees or warranties about this material and accepts no responsibility or liability for it. To the maximum extent permitted by law, neither Microsoft nor the author is liable for any loss or damage of any kind arising from reliance on this document.
Please also note the following before acting on anything in this playbook:
1. This is not legal, regulatory, compliance, privacy, tax, financial, actuarial, or audit advice. Regulatory material reflects the author’s understanding as of the date shown on the cover and changes frequently. Obtain advice from qualified counsel and confirm current obligations with your own regulators and supervisors before making decisions.
1. Azure and Microsoft service names, capabilities, regional availability, service limits, licensing, and pricing change often, and some capabilities described here may be in preview. Verify everything against current Microsoft documentation and your own commercial agreements before you design, budget, or commit.
1. Organization names, roles, metrics, scenarios, and figures are illustrative. “The Organization” is a generic placeholder and does not describe any specific customer, and no confidential or customer-identifying information is included.
1. Architecture, governance, risk-tiering, and control recommendations are starting points that must be adapted. Accountability for any adoption, deployment, or governance decision remains entirely with the adopting organization.
In short: treat this as one practitioner’s structured, self-paced reference, not as a Microsoft deliverable, and not as a substitute for your own legal, risk, security, and architectural review.
Microsoft, Azure, Microsoft 365, Microsoft Entra, Microsoft Purview, Microsoft Fabric, Dynamics 365, Power Apps, and Copilot are trademarks of the Microsoft group of companies. All other trademarks are the property of their respective owners.
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[bookmark: _Toc241649702]1. Purpose of This Playbook
This playbook is a practical, risk-aware guide for state and local government (SLG) leaders — governors' offices, city and county administrators, CIOs, CISOs, agency directors, and program managers — who are responsible for evaluating, deploying, and governing artificial intelligence (AI) in public service delivery.
It is written to be vendor-neutral in its principles while illustrating implementation with Microsoft Azure and Azure Government services, reflecting the reality that most SLG entities operate in FedRAMP-authorized or GovRAMP-authorized cloud environments and must satisfy CJIS, IRS Pub 1075, and other sector-specific compliance regimes.
The playbook is intended to be a living master document. Sections will be expanded, revised, and supplemented as programs mature, as case law and state statutes evolve, and as new agency use cases are identified.
[bookmark: _Toc241649703]1.1 Who Should Use This Document
1. Governor's/Mayor's Office of Digital Government or Chief Information Officer (CIO)
1. Chief Information Security Officer (CISO) and security operations teams
1. Agency commissioners/directors (Health & Human Services, Labor, Revenue, DMV, Public Safety)
1. Procurement and legal/general counsel offices
1. Civil rights, accessibility, and language-access officers
1. Legislative staff and oversight committees
[bookmark: _Toc241649704]1.2 How to Use This Playbook
Read Sections 1 through 9 first to establish the strategic and governance foundation. Section 18 provides deep-dive implementation guidance for the five priority programs. Section 19 provides a 90-day action plan for standing up initial capability. Section 20 provides ready-to-adapt governance artifacts.
[bookmark: _Toc241649705]2. Executive Summary
Artificial intelligence offers state and local governments a rare opportunity to close persistent gaps in service delivery capacity — long call-center wait times, multi-month benefits backlogs, understaffed inspection and licensing units — without waiting for multi-year headcount growth. Used responsibly, AI can compress cycle times, extend service hours, improve consistency of decisions, and free skilled caseworkers, examiners, and investigators to focus on judgment-intensive and high-empathy work.
At the same time, government AI carries distinctive risk: decisions affect constitutional rights, benefits eligibility, liberty (in criminal justice contexts), and equitable access to public services. Unlike a private-sector chatbot, a poorly governed AI system in government can trigger due-process violations, disparate-impact findings, public records exposure, and loss of public trust that takes years to rebuild.
[bookmark: _Toc241649706]2.1 Why Azure and Azure Government
1. Azure Government provides FedRAMP High and DoD IL4/IL5 authorized environments purpose-built for regulated public-sector workloads, including CJIS-compliant configurations for law enforcement data.
1. Microsoft's compliance portfolio maps directly to SLG obligations: IRS Pub 1075 (safeguarding federal tax information), CMS MARS-E (Medicaid systems), GovRAMP authorizations recognized by most state governments, and SOC 2 Type II attestations.
1. Azure AI Foundry and Azure OpenAI Service give agencies access to leading foundation models with data residency guarantees, customer-managed keys, and contractual commitments that customer data is not used to train shared models.
1. Microsoft Purview and Microsoft Entra provide the data governance, cataloging, and identity/access backbone needed to satisfy audit, records-retention, and least-privilege requirements common to public-sector IT.
1. A single vendor relationship across identity, data platform, and AI services reduces integration risk and the audit burden of multi-vendor security reviews — a material concern for resource-constrained state and local IT shops.
[bookmark: _Toc241649707]2.2 Strategic Themes
1. Resident-centered design: AI should reduce friction for residents, not just cost for government.
1. Human accountability preserved: no fully automated adverse decisions affecting benefits, licensure, or liberty without a named human decision-maker.
1. Equity and access by default: every deployment is evaluated for disparate impact and accessibility before go-live.
1. Start narrow, scale deliberately: pilot in bounded, high-volume, low-controversy workflows before expanding to higher-stakes decisions.
1. Build once, reuse everywhere: a shared AI platform, governance council, and risk-tiering framework serve all agencies rather than one-off procurements.
[bookmark: _Toc241649708]3. Master Topic List
This playbook addresses the following topics, expanded in the sections that follow:
1. Purpose and audience for this playbook
1. Executive summary and the case for Azure / Azure Government
1. The five SLG programs best suited to early AI adoption
1. A phased deployment approach (assess, pilot, scale, sustain)
1. Security architecture and controls for AI systems
1. AI governance structure, including an AI Governance Council
1. User authentication and authorization for AI-enabled systems
1. Data privacy, records retention, and public-records law interplay
1. Regulatory and legal compliance across federal, state, and local layers
1. Human oversight and escalation for AI-assisted decisions
1. Incident response and business continuity for AI systems
1. Vendor and third-party AI risk management
1. Data strategy and cross-agency data governance
1. Talent, culture, and change management
1. Monitoring, metrics, and continuous improvement
1. Accessibility, language access, and digital equity
1. Program-level deep dives for the five priority use cases
1. A first 90-day implementation roadmap
1. Appendices: governance charter, system inventory, and risk-tiering rubric
[bookmark: _Toc241649709]4. The Five SLG Programs Best Suited to Early AI Adoption
The programs below were selected because they combine high transaction volume, well-documented rules, chronic staffing shortages, and measurable resident pain points — conditions where AI assistance produces fast, visible wins while remaining governable.
[bookmark: _Toc241649710]4.1 Health & Human Services — Medicaid and Public Benefits Eligibility
1. Multi-month backlogs in SNAP, Medicaid, and TANF eligibility redeterminations directly harm vulnerable residents.
1. Rules are complex but codified, making them well-suited to AI-assisted document intake, verification, and eligibility-rule application under caseworker review.
1. Large call volumes for status inquiries are well suited to AI-assisted virtual agents with human escalation.
[bookmark: _Toc241649711]4.2 Unemployment Insurance & Workforce Development
1. UI systems face extreme volume spikes during economic downturns that legacy staffing models cannot absorb.
1. AI can accelerate claims triage, fraud-pattern detection, and appeals documentation while preserving adjudicator authority over decisions.
1. Workforce development agencies can use AI-assisted job-matching and skills-gap analysis to improve reemployment outcomes.
[bookmark: _Toc241649712]4.3 DMV & Professional Licensing
1. High-volume, rules-based transactions (renewals, address changes, license verification) are ideal for AI-assisted self-service and document-verification automation.
1. Call centers and field offices face chronic wait-time complaints that virtual agents and intelligent document processing can materially reduce.
1. Professional licensing boards can use AI to accelerate credential verification while preserving board authority over approval decisions.
[bookmark: _Toc241649713]4.4 Tax & Revenue Administration
1. Return processing, anomaly detection, and taxpayer correspondence are high-volume and rules-driven, well suited to AI-assisted triage and document processing.
1. AI-assisted chat and correspondence drafting can reduce response times to taxpayer inquiries while preserving auditor sign-off on assessments.
1. Fraud and non-compliance detection benefit from AI-assisted anomaly detection layered under human audit review, consistent with IRS Pub 1075 safeguards where federal tax data is involved.
[bookmark: _Toc241649714]4.5 Public Safety, Courts, and Corrections
1. Agencies face large volumes of records requests, incident report drafting, and case-file summarization that consume investigator and clerk time.
1. AI-assisted redaction, transcription, and summarization can materially reduce backlog while keeping all custody, bail, sentencing, and parole decisions with human decision-makers.
1. This is the highest-risk domain in the playbook and carries the most stringent human-oversight requirements (see Section 18.5).
[bookmark: _Toc241649715]5. Deployment Approach
[bookmark: _Toc241649716]5.1 Phased Model: Assess → Pilot → Scale → Sustain
1. Assess (Weeks 1-4): inventory candidate use cases, tier by risk, confirm statutory authority, secure executive sponsorship.
1. Pilot (Months 2-4): deploy one bounded, low-risk use case per priority program with a control group and clear success metrics.
1. Scale (Months 4-9): expand successful pilots to additional offices/regions, formalize governance and monitoring.
1. Sustain (Ongoing): institutionalize monitoring, retraining, budget, and workforce planning as a standing operating capability.
[bookmark: _Toc241649717]5.2 Guiding Principles
1. No use case proceeds to pilot without a completed risk-tiering assessment and Governance Council sign-off (see Section 6).
1. Every pilot has a named business owner, technical owner, and a pre-defined rollback plan.
1. Resident-facing AI is always disclosed as AI and always offers a path to a human.
[bookmark: _Toc241649718]5.3 Build, Buy, or Partner
Agencies should default to configuring commercially available, already-authorized platforms (e.g., Azure AI Foundry, Azure Government-hosted Copilot solutions) rather than building bespoke models, reserving custom development for genuinely differentiated workflows. Vendor solutions must meet the due-diligence bar in Section 13.
	Approach
	When to Use
	Key Risk

	Buy (SaaS/PaaS)
	Common workflow, mature market (virtual agents, document intelligence)
	Vendor lock-in, data handling terms

	Configure Platform
	Agency-specific workflow on a shared AI platform (Azure AI Foundry)
	Requires in-house AI/ML skills

	Build Custom
	Truly unique, high-value, differentiated capability
	Cost, time-to-value, ongoing maintenance


[bookmark: _Toc241649719]6. Security
[bookmark: _Toc241649720]6.1 Security Architecture Principles
1. Zero Trust: verify explicitly, use least-privilege access, assume breach — applied to every AI system, model endpoint, and data pipeline.
1. Defense in depth across identity, network, application, and data layers, consistent with NIST SP 800-53 and CISA guidance for state and local governments.
1. Segregation of AI workloads handling CJIS, FTI (federal tax information), or PHI into dedicated, compliant enclaves (e.g., Azure Government regions with CJIS/IRS Pub 1075-aligned configurations).
[bookmark: _Toc241649721]6.2 AI-Specific Security Controls
1. Prompt-injection and jailbreak defenses for any resident-facing generative AI (input/output content filtering, Azure AI Content Safety).
1. Model and data supply-chain security: provenance tracking for any fine-tuned or open-source models introduced into production.
1. Secrets and key management via Azure Key Vault with customer-managed keys for sensitive workloads.
1. Network isolation via private endpoints and virtual network integration for all AI service endpoints handling regulated data.
[bookmark: _Toc241649722]6.3 Continuous Security Validation
1. Periodic red-teaming of resident-facing AI systems for jailbreaks, data exfiltration, and bias-exploitation.
1. Independent security assessments prior to go-live for any Tier 1 (high-risk) system, per the risk-tiering rubric in Section 20.
[bookmark: _Toc241649723]7. Governance
[bookmark: _Toc241649724]7.1 Establishing an AI Governance Council
Every SLG entity deploying AI beyond isolated pilots should stand up a cross-functional AI Governance Council, chaired by the CIO or a designated Chief AI Officer, with authority to approve, pause, or terminate any AI system.
1. Standing members: CIO/Chief AI Officer (chair), CISO, General Counsel, Chief Privacy Officer, Civil Rights/ADA Officer, representative agency directors, procurement lead.
1. Cadence: monthly standing meetings, with an expedited (48-hour) review path for urgent pilot approvals or incident escalations.
1. Authority: approves risk tier assignments, reviews all Tier 1 systems before go-live, receives incident reports, and maintains the enterprise AI system inventory.
[bookmark: _Toc241649725]7.2 RACI for AI Governance
	Activity
	CIO/CAIO
	CISO
	Agency Director
	Legal

	Use case intake & risk tiering
	A
	C
	R
	C

	Security review
	C
	A/R
	I
	I

	Legal/statutory review
	C
	I
	C
	A/R

	Go-live approval (Tier 1)
	A
	R
	R
	R

	Incident response
	A
	R
	C
	C


R = Responsible, A = Accountable, C = Consulted, I = Informed.
[bookmark: _Toc241649726]7.3 Policy Foundations
1. Adopt an enterprise AI use policy referencing the NIST AI Risk Management Framework as the baseline standard.
1. Maintain a public-facing AI transparency statement describing where and how AI is used in resident-facing services.
[bookmark: _Toc241649727]8. User Authentication and Authorization
[bookmark: _Toc241649728]8.1 Identity Architecture
1. Microsoft Entra ID as the identity backbone for all state employees and contractors accessing AI systems, with Conditional Access enforcing device compliance and MFA.
1. Resident-facing identity via Entra External ID / verified credentials for benefits, licensing, and tax portals, supporting identity-proofing standards aligned to NIST SP 800-63-3.
1. Role-based access control (RBAC) mapped to job function, not individual, with quarterly access recertification for all AI system administrators.
[bookmark: _Toc241649729]8.2 Authorization for AI Actions
1. AI agents that can take action (e.g., update a case record, schedule an appointment) operate under scoped service identities with least-privilege permissions, never under a shared or standing administrative credential.
1. Any AI-initiated action affecting benefits, licensure, or case status requires a human-in-the-loop approval step before it is committed to a system of record, for all Tier 1 and Tier 2 use cases.
1. Privileged access to model configuration, prompts, and training data is logged and subject to just-in-time elevation.
[bookmark: _Toc241649730]9. Data Privacy
[bookmark: _Toc241649731]9.1 Privacy-by-Design Requirements
1. Data minimization: AI systems process only the data elements necessary for the specific task, not full case files by default.
1. Purpose limitation: resident data submitted for one program (e.g., Medicaid) is not repurposed for unrelated AI use cases without legal review and, where required, resident notice.
1. Retention alignment: AI-generated content (transcripts, summaries, model logs) follows the same records-retention schedules as the underlying case record, coordinated with the state records-management office.
[bookmark: _Toc241649732]9.2 Public Records Law Interplay
1. AI system prompts, outputs, and logs may be subject to state open-records/FOIA-equivalent laws; retention and redaction practices must be defined before go-live, not after the first records request.
1. Vendor contracts must clarify that AI model logs and metadata are agency-owned records, not vendor proprietary data, to avoid records-access disputes.
[bookmark: _Toc241649733]9.3 Sensitive Data Categories
1. Federal Tax Information (FTI) — governed by IRS Publication 1075; AI systems touching FTI must run in Pub 1075-aligned environments with no FTI sent to non-compliant model endpoints.
1. Protected Health Information (PHI) — governed by HIPAA and CMS MARS-E for Medicaid systems; requires Business Associate Agreements with any AI vendor.
1. Criminal Justice Information (CJI) — governed by the CJIS Security Policy; requires CJIS-compliant Azure Government configurations and personnel background-check compliance.
[bookmark: _Toc241649734]10. Regulatory and Legal Compliance
SLG AI deployments sit at the intersection of federal, state, and local rules. This section maps the layered compliance landscape; agencies must confirm current requirements with legal counsel as this area is evolving rapidly.
[bookmark: _Toc241649735]10.1 Federal Baseline
1. NIST AI Risk Management Framework (AI RMF 1.0) — the de facto national baseline for AI risk management, referenced by OMB and many state policies.
1. OMB Memorandum M-24-10 — governs federal agency AI use and risk management; many states have adopted parallel guidance for state agencies receiving federal funding.
1. GSA and federal agency AI guidance for programs with federal pass-through funding (Medicaid, SNAP, UI) that impose AI-specific conditions on state administering agencies.
1. Executive Orders on AI (federal and gubernatorial) — track applicable executive orders directing state agency AI use, inventory, and reporting requirements.
[bookmark: _Toc241649736]10.2 Sector-Specific Federal Rules
	Program / Data
	Governing Requirement

	Medicaid systems (MMIS)
	CMS MARS-E security/privacy standards; CMS guidance on automated eligibility and AI-assisted decisioning

	Unemployment Insurance
	U.S. Department of Labor UI program integrity and due-process requirements for automated adjudication

	Federal tax information
	IRS Publication 1075 safeguarding requirements for any system, including AI, touching FTI

	Criminal justice data
	FBI CJIS Security Policy, including personnel, physical, and technical safeguards

	Education records
	FERPA restrictions on use and disclosure of student records in any AI-assisted system

	Disability access
	Americans with Disabilities Act (ADA) Title II and Section 508 accessibility requirements


[bookmark: _Toc241649737]10.3 Representative State AI Laws
1. Colorado AI Act (SB 24-205) — imposes duties on developers and deployers of “high-risk” AI systems, including impact assessments and consumer notice.
1. California AI transparency and automated-decision laws — disclosure requirements for automated decision-making technology affecting consumers/residents.
1. Texas Responsible AI Governance Act (TRAIGA) — governs state agency and private-sector AI use with restrictions on certain high-risk uses.
1. Illinois and Utah AI policy frameworks — Utah's AI Policy Act establishes a state Office of AI Policy and a regulatory sandbox model worth monitoring as a template.
Every state and territory is moving at a different pace; agencies operating across state lines or receiving multi-state funding should maintain a live tracking matrix of applicable state AI statutes, updated quarterly.
[bookmark: _Toc241649738]10.4 Local Ordinance Example
1. New York City Local Law 144 — requires bias audits and public disclosure for automated employment decision tools; a useful analog for cities considering similar transparency ordinances for public-facing AI.
1. Cities and counties should confirm whether local procurement or civil-rights ordinances impose bias-audit or disclosure obligations beyond state law.
[bookmark: _Toc241649739]10.5 Regulatory Applicability Mapping
	Priority Program
	Federal Rules
	State Rules
	Local Rules

	Medicaid/Benefits
	CMS MARS-E, OMB M-24-10
	State AI act, Medicaid state plan
	N/A (state-administered)

	Unemployment Insurance
	DOL UI guidance, OMB M-24-10
	State AI act, UI statute
	N/A

	DMV/Licensing
	Section 508/ADA
	State AI act, licensing board rules
	Municipal accessibility code

	Tax & Revenue
	IRS Pub 1075 (if FTI)
	State tax code, state AI act
	N/A

	Public Safety/Courts
	CJIS Security Policy
	State AI act, court rules of procedure
	Local bias-audit ordinance (e.g., LL144-style)


[bookmark: _Toc241649740]11. Human Oversight and Escalation
[bookmark: _Toc241649741]11.1 Human-in-the-Loop Framework by Risk Tier
	Risk Tier
	Human Role
	Example

	Tier 1 (High)
	Human decides; AI drafts/recommends only, with mandatory review before any action
	Benefits denial, licensing revocation, custody-related decisions

	Tier 2 (Moderate)
	Human approves by exception; AI acts within pre-approved bounds, spot-checked
	Appointment scheduling, routine document verification

	Tier 3 (Low)
	AI acts autonomously within narrow scope; human available on escalation
	FAQ answers, status lookups, form pre-fill


[bookmark: _Toc241649742]11.2 Escalation Paths
1. Every resident-facing AI interaction includes a visible, one-click path to a human agent or caseworker at any point in the conversation.
1. Contested AI-assisted decisions trigger a documented escalation to a named human reviewer-of-record within a defined SLA (e.g., 3 business days for benefits determinations).
1. Residents retain all existing statutory appeal and due-process rights; AI involvement in a decision must be disclosed as part of the appeal record.
[bookmark: _Toc241649743]11.3 Reviewer-of-Record and Override Authority
1. Every Tier 1 AI-assisted decision is attributed to a specific, accountable human employee who reviewed and approved it — never “the system.”
1. Supervisors and program integrity units retain unilateral authority to override, pause, or roll back any AI recommendation or automated action.
[bookmark: _Toc241649744]12. Incident Response and Business Continuity
[bookmark: _Toc241649745]12.1 AI Incident Classification
	Category
	Description

	Model failure
	Outage, degraded accuracy, or unexpected model behavior affecting service delivery

	Bias/fairness incident
	Evidence of disparate impact or discriminatory outcome traced to an AI system

	Data breach
	Unauthorized access to or disclosure of resident data processed by an AI system

	Harmful hallucination
	AI-generated content that is materially false and could mislead a resident or caseworker

	Service outage
	Loss of availability of an AI-dependent service channel


[bookmark: _Toc241649746]12.2 Notification Timelines
1. State breach-notification statutes generally require notification to affected residents and the state Attorney General within a fixed window (commonly 30-60 days); confirm the applicable statute per state.
1. Federal program-specific timelines apply where relevant — e.g., CMS incident reporting for Medicaid systems, IRS Pub 1075 incident reporting for FTI incidents (typically within 24 hours of discovery).
1. The AI Governance Council (Section 7) must be notified of any Tier 1 system incident within 24 hours, regardless of external notification deadlines.
[bookmark: _Toc241649747]12.3 Continuity and Fallback
1. Every AI-dependent resident-facing service must have a documented manual fallback process (e.g., phone/in-person channel) that can absorb volume if the AI system is degraded or unavailable.
1. Business continuity plans specify maximum tolerable downtime and a fallback activation trigger for each Tier 1 and Tier 2 AI system.
[bookmark: _Toc241649748]12.4 Post-Incident Review
1. Every AI incident undergoes a blameless root-cause review with findings reported to the AI Governance Council and, for Tier 1 systems, summarized in the public AI transparency statement.
1. Corrective actions are tracked to closure with a named owner and due date.
[bookmark: _Toc241649749]13. Vendor and Third-Party AI Risk Management
[bookmark: _Toc241649750]13.1 Vendor Due-Diligence Checklist
1. Evidence of FedRAMP or GovRAMP authorization (or a credible path to authorization) appropriate to the data sensitivity involved.
1. SOC 2 Type II report covering the specific AI service, not just the vendor's broader platform.
1. Documented model provenance, training-data sourcing, and bias-testing methodology.
1. Sub-processor and fourth-party disclosure, including any downstream model providers.
[bookmark: _Toc241649751]13.2 Contract Clause Library
1. Data ownership: the state/locality retains full ownership of all input data, outputs, and derived records.
1. No training on government data: contractual prohibition on using agency data to train or fine-tune shared/public models without explicit written consent.
1. Audit rights: the agency and its designated auditors may inspect vendor security and AI governance controls on reasonable notice.
1. Incident notification: vendor must notify the agency within a defined window (e.g., 24-72 hours) of any security or AI-behavior incident affecting agency data.
1. Exit and portability: data export in a usable, non-proprietary format upon contract termination, with a defined transition-assistance period.
1. Compliance flow-down: vendor commits to maintaining SOC 2, FedRAMP/GovRAMP, and sector-specific certifications (CJIS, Pub 1075) for the contract term.
[bookmark: _Toc241649752]13.3 Ongoing Vendor Monitoring
1. Annual reassessment of vendor security posture and AI model changes (model version upgrades can materially change behavior and must be re-tested before production rollout).
1. Vendor performance and incident history reviewed at each AI Governance Council quarterly session for Tier 1 vendors.
This due-diligence process operationalizes the Build/Buy/Partner framework in Section 5.3 — no “Buy” or “Configure Platform” decision proceeds to contract without completing this checklist.
[bookmark: _Toc241649753]14. Data Strategy and Data Governance
[bookmark: _Toc241649754]14.1 Enterprise Data Strategy
1. Establish a shared, agency-agnostic data platform (e.g., Azure Data Lake with Microsoft Purview governance) so AI use cases across Health & Human Services, Labor, Revenue, and Public Safety do not each build isolated, duplicative data pipelines.
1. Adopt a data-as-a-product mindset: each agency's core datasets (case records, licensing records, tax filings) are published with clear ownership, quality standards, and access policies for reuse by approved AI systems.
[bookmark: _Toc241649755]14.2 Cross-Agency Data Sharing
1. Formal data-sharing agreements between agencies (e.g., Health & Human Services and Labor for benefits/employment cross-checks) specifying permitted AI use, retention, and audit rights.
1. A resident-centric “single view” data hub, built on master data management practices, reduces duplicate data entry and improves eligibility and fraud-detection accuracy across programs — while remaining subject to purpose-limitation rules in Section 9.
[bookmark: _Toc241649756]14.3 Data Quality and Cataloging
1. Data quality standards (completeness, accuracy, timeliness) defined and monitored for any dataset feeding a Tier 1 or Tier 2 AI system.
1. A searchable data catalog (Microsoft Purview) documents lineage, sensitivity classification, and approved uses for every dataset used in AI workflows, supporting both governance review and public-records response.
[bookmark: _Toc241649757]15. Talent, Culture, and Change Management
[bookmark: _Toc241649758]15.1 Workforce Reskilling
1. Invest in AI literacy training for caseworkers, examiners, and call-center staff so AI is understood as an assistant, not a replacement threat.
1. Create new career paths (AI system stewards, prompt/quality reviewers) that redeploy staff whose routine tasks are automated rather than eliminating positions outright.
[bookmark: _Toc241649759]15.2 Union and Civil-Service Engagement
1. Engage public-employee unions early in pilot design; many collective bargaining agreements require notice and consultation before technology changes affecting job duties.
1. Publish a clear commitment on how AI affects staffing decisions to reduce workforce anxiety and build trust in the rollout.
[bookmark: _Toc241649760]15.3 Change Management and Communications
1. Develop an internal communications plan for each pilot: what is changing, why, what stays the same, and how staff feedback will be used.
1. Identify agency “champions” who pilot new tools first and help train peers, rather than mandating adoption top-down.
[bookmark: _Toc241649761]16. Monitoring, Metrics, and Continuous Improvement
[bookmark: _Toc241649762]16.1 KPI / OKR Framework
	Metric Category
	Example Measures

	Service performance
	Cycle time, backlog size, call-center wait time, first-contact resolution

	Quality and fairness
	Accuracy rate, override/appeal rate, disparate-impact test results by demographic group

	Adoption and trust
	Resident satisfaction score, escalation-to-human rate, staff adoption rate

	Risk and compliance
	Incident count/severity, audit findings, time-to-remediate


[bookmark: _Toc241649763]16.2 Model Performance Monitoring
1. Continuous monitoring for model/data drift, with automatic alerts when accuracy or fairness metrics fall outside approved thresholds (Azure AI Foundry model monitoring).
1. Scheduled re-validation of every Tier 1 model at least every six months, or immediately after any underlying model version change.
[bookmark: _Toc241649764]16.3 Continuous Improvement Cadence
1. Monthly operational review at the program level; quarterly portfolio review at the AI Governance Council level.
1. Shared executive dashboard giving the CIO/Chief AI Officer, agency directors, and oversight committees a common, real-time view of AI system health and outcomes.
[bookmark: _Toc241649765]17. Accessibility, Language Access, and Digital Equity
[bookmark: _Toc241649766]17.1 Accessibility Compliance
1. All resident-facing AI interfaces must meet WCAG 2.1 Level AA and Section 508 requirements, validated through automated and manual accessibility testing before go-live.
1. AI-generated content (chat responses, generated documents) must be compatible with screen readers and other assistive technologies, not just the surrounding interface chrome.
[bookmark: _Toc241649767]17.2 Language Access
1. Title VI of the Civil Rights Act requires meaningful access for Limited English Proficiency (LEP) residents; AI-assisted translation must be validated for accuracy in high-stakes contexts (benefits, legal notices) rather than relied on as a sole translation source.
1. Maintain a human-certified-translator escalation path for any AI-translated content involving legal rights, denials, or appeals.
[bookmark: _Toc241649768]17.3 Digital Equity
1. Preserve non-digital channels (phone, in-person, paper) for residents without reliable broadband or digital literacy; AI adoption must not become a de facto access barrier.
1. Evaluate AI rollouts for differential impact on rural, elderly, disabled, and low-connectivity populations as part of the pre-launch equity review.
[bookmark: _Toc241649769]18. Program Deep-Dives
This section applies the nine-part analysis framework to each of the five priority programs identified in Section 4.
[bookmark: _Toc241649770]18.1 Health & Human Services (Medicaid / Public Benefits Eligibility)
[bookmark: _Toc241649771]1. Problem Statement
1. Multi-month backlogs in SNAP, Medicaid, and TANF eligibility redeterminations delay critical benefits to vulnerable residents.
1. Caseworkers spend disproportionate time on manual document intake and data verification rather than complex casework judgment.
1. High call volumes for status inquiries overwhelm call centers, especially during open-enrollment and redetermination cycles.
[bookmark: _Toc241649772]2. How Azure / Azure AI Help
1. Azure AI Document Intelligence extracts and validates data from pay stubs, tax forms, and identity documents submitted by applicants.
1. Azure AI Foundry-hosted virtual agents handle routine status inquiries and pre-screen eligibility questions, escalating complex cases to caseworkers.
1. Azure OpenAI Service drafts plain-language eligibility notices for caseworker review, improving clarity and reducing appeals driven by confusing notices.
[bookmark: _Toc241649773]3. Relevant Azure Products
1. Azure AI Document Intelligence, Azure AI Foundry, Azure OpenAI Service, Azure AI Content Safety, Microsoft Entra ID, Microsoft Purview
[bookmark: _Toc241649774]4. Benefits
1. Reduced eligibility-determination cycle time and backlog.
1. Caseworkers redirected to complex/appeals casework rather than routine data entry.
1. Reduced call-center wait times via 24/7 AI-assisted status lookups.
[bookmark: _Toc241649775]5. Risks and Mitigations
1. Risk: incorrect AI-assisted eligibility recommendation leads to wrongful denial. Mitigation: human caseworker approval required for every denial or reduction (Tier 1 per Section 11.1).
1. Risk: disparate impact on non-English-speaking or disabled applicants. Mitigation: accessibility and language-access testing per Section 17 before go-live.
1. Risk: PHI/FTI exposure through AI processing. Mitigation: Pub 1075/MARS-E-aligned environment, data minimization per Section 9.
[bookmark: _Toc241649776]6. Human Oversight Requirements
1. Named caseworker reviewer-of-record approves every AI-assisted eligibility determination before notice issuance.
1. Program integrity unit spot-checks a statistically valid sample of AI-assisted determinations monthly.
[bookmark: _Toc241649777]7. Data and Integration Considerations
1. Integrates with state MMIS/eligibility systems via secure APIs; no case data leaves the Pub 1075/MARS-E-aligned environment.
1. Cross-program data sharing (SNAP/Medicaid/TANF) governed by the data-sharing agreements in Section 14.2.
[bookmark: _Toc241649778]8. Success Metrics
1. Eligibility determination cycle time (days).
1. Backlog size (open redeterminations).
1. Appeal/override rate on AI-assisted determinations.
1. Call-center average wait time.
[bookmark: _Toc241649779]9. Illustrative Reference Scenario
A state Medicaid agency pilots AI-assisted document intake for annual redeterminations in two regional offices, reducing average processing time from 45 to 18 days while every denial recommendation is reviewed and signed off by a caseworker before issuance.
[bookmark: _Toc241649780]18.2 Unemployment Insurance & Workforce Development
[bookmark: _Toc241649781]1. Problem Statement
1. UI claims volume spikes 5-10x during economic downturns, overwhelming legacy adjudication staffing.
1. Fraud rings exploit identity-verification gaps in high-volume, low-friction claims processes.
1. Job seekers receive generic, low-relevance job-matching referrals from workforce centers.
[bookmark: _Toc241649782]2. How Azure / Azure AI Help
1. Azure AI Foundry-based triage models flag claims for expedited processing versus manual adjudicator review based on complexity and risk indicators.
1. Azure AI-based anomaly detection identifies fraud patterns (e.g., identity clusters, velocity anomalies) for investigator review.
1. Azure OpenAI Service powers skills-matching and resume-to-job-posting relevance scoring for workforce development case managers.
[bookmark: _Toc241649783]3. Relevant Azure Products
1. Azure AI Foundry, Azure Machine Learning (anomaly detection), Azure OpenAI Service, Microsoft Entra Verified ID, Azure AI Content Safety
[bookmark: _Toc241649784]4. Benefits
1. Faster claims processing during volume surges without proportional staffing increases.
1. Improved fraud detection reduces improper payment rates.
1. Better job-matching accelerates reemployment outcomes.
[bookmark: _Toc241649785]5. Risks and Mitigations
1. Risk: false-positive fraud flags delay legitimate claimants' benefits. Mitigation: human adjudicator reviews every flagged claim within a defined SLA; no autonomous denial.
1. Risk: AI triage model embeds historical bias against certain claimant groups. Mitigation: quarterly disparate-impact testing per Section 16.1.
[bookmark: _Toc241649786]6. Human Oversight Requirements
1. Human adjudicator retains final authority on every claim determination; AI provides triage/recommendation only.
1. Fraud investigators, not the model, make final fraud determinations and referrals for prosecution.
[bookmark: _Toc241649787]7. Data and Integration Considerations
1. Integrates with state UI tax and benefits systems; identity verification via Entra Verified ID reduces synthetic-identity fraud.
1. Workforce development data sharing with employers/training providers governed under state data-sharing agreements.
[bookmark: _Toc241649788]8. Success Metrics
1. Time-to-first-payment for valid claims.
1. Improper payment rate.
1. Reemployment rate within 90 days of job-matching referral.
[bookmark: _Toc241649789]9. Illustrative Reference Scenario
During a regional layoff event, a state workforce agency uses AI-assisted triage to route straightforward claims to expedited processing, cutting average time-to-first-payment from 21 to 9 days while adjudicators focus on the 15% of claims flagged as complex or high-risk.
[bookmark: _Toc241649790]18.3 DMV & Professional Licensing
[bookmark: _Toc241649791]1. Problem Statement
1. Long in-person wait times for routine renewals and address changes drive resident dissatisfaction.
1. Manual document verification for license applications is slow and inconsistent across field offices.
1. Professional licensing boards face backlogs in credential verification, delaying qualified workers' entry into the workforce.
[bookmark: _Toc241649792]2. How Azure / Azure AI Help
1. Azure AI Foundry virtual agents handle routine renewals, appointment scheduling, and FAQ resolution online and by phone.
1. Azure AI Document Intelligence automates verification of identity documents, proof of residency, and out-of-state credentials.
1. Azure OpenAI Service drafts standardized licensing-board correspondence for reviewer approval.
[bookmark: _Toc241649793]3. Relevant Azure Products
1. Azure AI Foundry, Azure AI Document Intelligence, Azure Communication Services, Microsoft Entra External ID
[bookmark: _Toc241649794]4. Benefits
1. Reduced field-office wait times and call-center volume.
1. Faster credential verification accelerates licensed workforce entry.
1. Consistent, standardized correspondence reduces processing errors.
[bookmark: _Toc241649795]5. Risks and Mitigations
1. Risk: AI misreads or mis-verifies a document, leading to wrongful denial. Mitigation: human examiner reviews any AI-flagged mismatch before denial.
1. Risk: over-reliance on AI reduces field staff's document-fraud detection skill over time. Mitigation: ongoing fraud-pattern training for staff.
[bookmark: _Toc241649796]6. Human Oversight Requirements
1. Board members/examiners retain final approval authority over all licensing decisions; AI accelerates verification only.
1. Supervisory review of a sample of AI-assisted renewals each month.
[bookmark: _Toc241649797]7. Data and Integration Considerations
1. Interfaces with state DMV and licensing board systems of record via secure API integration.
1. Cross-state credential verification may require data-sharing agreements with reciprocal licensing states.
[bookmark: _Toc241649798]8. Success Metrics
1. Average processing time for renewals and new licenses.
1. Field-office and call-center wait times.
1. Document-verification error rate.
[bookmark: _Toc241649799]9. Illustrative Reference Scenario
A state DMV deploys an AI-assisted virtual agent for renewals and address changes, resolving 65% of interactions without human involvement while every flagged document mismatch routes to a human examiner within one business day.
[bookmark: _Toc241649800]18.4 Tax & Revenue Administration
[bookmark: _Toc241649801]1. Problem Statement
1. High-volume return processing and taxpayer correspondence strain limited revenue department staff, especially during filing season.
1. Manual anomaly review for potential non-compliance is slow relative to the volume of filings.
1. Taxpayers experience long response times for routine inquiries and notice clarifications.
[bookmark: _Toc241649802]2. How Azure / Azure AI Help
1. Azure AI Document Intelligence automates data extraction and validation from tax filings and supporting documentation.
1. Azure Machine Learning-based anomaly detection flags filings for auditor review based on risk indicators.
1. Azure OpenAI Service drafts taxpayer correspondence and notice explanations for auditor/reviewer sign-off.
[bookmark: _Toc241649803]3. Relevant Azure Products
1. Azure AI Document Intelligence, Azure Machine Learning, Azure OpenAI Service, Azure Government (IRS Pub 1075-aligned configuration)
[bookmark: _Toc241649804]4. Benefits
1. Faster return processing and reduced backlog during peak filing season.
1. Improved detection of non-compliance and fraud patterns.
1. Clearer, faster taxpayer correspondence reduces disputes and call volume.
[bookmark: _Toc241649805]5. Risks and Mitigations
1. Risk: FTI exposure through improperly configured AI environment. Mitigation: strict Pub 1075-aligned environment segregation, no FTI to non-compliant model endpoints (Section 9.3).
1. Risk: anomaly model incorrectly flags legitimate filers for audit. Mitigation: human auditor makes all final audit-selection and assessment decisions.
[bookmark: _Toc241649806]6. Human Oversight Requirements
1. Auditors retain sole authority over assessments and audit initiation; AI flags for review only.
1. Revenue department quality unit reviews a sample of AI-assisted correspondence monthly for accuracy.
[bookmark: _Toc241649807]7. Data and Integration Considerations
1. AI systems processing FTI operate exclusively within IRS Pub 1075-aligned Azure Government environments.
1. No FTI is used to fine-tune or improve shared/public models under any circumstance.
[bookmark: _Toc241649808]8. Success Metrics
1. Return-processing cycle time.
1. Auditor caseload vs. flagged-case backlog.
1. Taxpayer correspondence response time.
[bookmark: _Toc241649809]9. Illustrative Reference Scenario
A state department of revenue uses AI-assisted document intelligence to process 40% more returns during peak season with the same staffing level, while all audit selections and assessments remain auditor-determined.
[bookmark: _Toc241649810]18.5 Public Safety, Courts, and Corrections
[bookmark: _Toc241649811]1. Problem Statement
1. Investigators and clerks spend significant time on records requests, transcription, and incident-report drafting rather than casework.
1. Court and corrections systems face backlogs in case-file summarization and records processing.
1. This domain carries the highest stakes for residents' liberty and constitutional rights, requiring the strictest governance in the playbook.
[bookmark: _Toc241649812]2. How Azure / Azure AI Help
1. Azure AI Speech and Document Intelligence automate transcription and redaction of body-camera footage and incident reports for records-request response.
1. Azure OpenAI Service assists with case-file summarization and draft report generation for investigator/clerk review.
1. AI-assisted triage helps court clerks route filings, but never adjudicates.
[bookmark: _Toc241649813]3. Relevant Azure Products
1. Azure Government (CJIS-aligned configuration), Azure AI Speech, Azure AI Document Intelligence, Azure OpenAI Service, Microsoft Purview
[bookmark: _Toc241649814]4. Benefits
1. Reduced records-request and transcription backlog.
1. Faster, more consistent redaction reduces improper disclosure risk.
1. Investigators and clerks freed for casework and public engagement.
[bookmark: _Toc241649815]5. Risks and Mitigations
1. Risk: AI summarization omits or distorts material facts in a case file. Mitigation: mandatory human review of every AI-generated summary before use in any proceeding.
1. Risk: improper use of AI in custody, bail, sentencing, or parole recommendations. Mitigation: absolute prohibition — AI may support administrative and clerical tasks only; no AI-generated risk score or recommendation may be used, referenced, or presented in any custody, bail, sentencing, or parole decision without express statutory authorization and independent validation.
1. Risk: CJI exposure through non-compliant AI environment. Mitigation: CJIS Security Policy-aligned Azure Government environment, restricted personnel access with required background checks.
[bookmark: _Toc241649816]6. Human Oversight Requirements
1. All custody, bail, sentencing, and parole decisions remain exclusively with judges, parole boards, and corrections officials — AI has no role in these determinations under this playbook.
1. Every AI-generated report, transcript, or redaction is reviewed and certified accurate by the responsible officer or clerk before filing or disclosure.
[bookmark: _Toc241649817]7. Data and Integration Considerations
1. All CJI-touching AI workloads operate exclusively within CJIS Security Policy-compliant Azure Government configurations.
1. Chain-of-custody logging required for any AI-assisted evidence processing (transcription, redaction) to preserve admissibility.
[bookmark: _Toc241649818]8. Success Metrics
1. Records-request response time.
1. Transcription/redaction backlog.
1. Human-review completion rate (must be 100% for any content used in a proceeding).
[bookmark: _Toc241649819]9. Illustrative Reference Scenario
A county sheriff's office uses AI-assisted redaction to cut public-records-request response time for body-camera footage from six weeks to eight days, with every redacted release certified by a records officer before disclosure; no AI output is used in any charging, bail, or sentencing decision.
[bookmark: _Toc241649820]19. First 90 Days: Implementation Roadmap
This roadmap sequences the governance, security, and pilot activities needed to move from zero AI capability to a governed, operating first pilot within 90 days.
[bookmark: _Toc241649821]19.1 Days 1-30: Foundation
	Workstream
	Key Activities
	Owner

	Governance
	Charter and stand up the AI Governance Council (Section 7); adopt enterprise AI use policy referencing NIST AI RMF
	CIO / Chief AI Officer

	Security
	Confirm Azure Government tenant configuration, CJIS/Pub 1075 environment segregation, baseline Zero Trust controls
	CISO

	Legal/Compliance
	Complete regulatory applicability mapping (Section 10.5) for candidate use cases; confirm statutory authority to deploy AI
	General Counsel

	Use Case Intake
	Inventory candidate use cases across the five priority programs; apply risk-tiering rubric (Section 20)
	Agency Directors

	Identity
	Confirm Microsoft Entra ID configuration and Conditional Access policies for AI system access
	CIO / CISO


Exit criteria: Governance Council chartered and meeting; at least one Tier 1-eligible and one Tier 3 pilot use case selected and risk-tiered; security baseline confirmed.
[bookmark: _Toc241649822]19.2 Days 31-60: Pilot Design and Build
	Workstream
	Key Activities
	Owner

	Pilot Build
	Configure Azure AI Foundry environment; build/configure selected pilot (e.g., DMV virtual agent or benefits document intake)
	Agency IT + Vendor

	Vendor Due Diligence
	Complete vendor checklist and contract clause review (Section 13) for any third-party AI component
	Procurement + Legal

	Accessibility & Equity
	Conduct WCAG/Section 508 and language-access testing (Section 17) on pilot interface
	Accessibility/Civil Rights Officer

	Human Oversight Design
	Define reviewer-of-record roles, escalation paths, and override authority for the pilot (Section 11)
	Agency Director

	Monitoring Setup
	Stand up KPI dashboard and model-monitoring alerts (Section 16)
	CIO / Data Team


Exit criteria: Pilot built in a non-production environment; accessibility and vendor due-diligence complete; monitoring dashboard operational; Governance Council approves go-live.
[bookmark: _Toc241649823]19.3 Days 61-90: Launch and Stabilize
	Workstream
	Key Activities
	Owner

	Go-Live
	Launch pilot in one or two offices/regions with a defined control group for comparison
	Agency Director

	Staff Enablement
	Deliver AI literacy training and union/staff communications for affected teams (Section 15)
	HR / Change Management

	Security Validation
	Conduct independent security assessment / red-team review of the live pilot
	CISO

	Incident Readiness
	Test incident classification and notification procedures with a tabletop exercise (Section 12)
	CISO / Legal

	Review and Scale Decision
	Present 90-day results, metrics, and lessons learned to the Governance Council; decide scale/adjust/stop
	CIO / Chief AI Officer


Exit criteria: Pilot live with measurable KPI results against baseline; zero unresolved Tier 1 security or fairness findings; Governance Council decision recorded on scale, adjust, or stop.
[bookmark: _Toc241649824]19.4 Risks and Mitigations for the 90-Day Plan
1. Risk: governance stand-up outpaces staff capacity. Mitigation: start with a lean council (5-7 members) and expand as needed.
1. Risk: pilot scope creep delays the 90-day timeline. Mitigation: freeze pilot scope at the end of Day 30 and defer enhancements to the scale phase.
1. Risk: union or workforce concerns stall rollout. Mitigation: begin change-management communications on Day 1, not at launch.
[bookmark: _Toc241649825]20. Appendices: Governance Artifacts
[bookmark: _Toc241649826]20.1 AI Governance Council Charter (SLG Edition)
Purpose: To provide unified, accountable oversight of AI systems deployed across state/local government agencies, ensuring alignment with statutory authority, security requirements, and resident protections.
[bookmark: _Toc241649827]Membership
1. Chair: Chief Information Officer or Chief AI Officer
1. Chief Information Security Officer
1. General Counsel
1. Chief Privacy Officer / Data Governance Lead
1. Civil Rights / ADA / Accessibility Officer
1. Rotating agency director representative(s) for active use cases
1. Procurement lead
[bookmark: _Toc241649828]Authority
1. Approve, pause, or terminate any AI system in state/local government use.
1. Approve risk-tier assignments and mandatory pre-launch reviews for Tier 1 systems.
1. Maintain the enterprise AI system inventory (Section 20.2) and receive all incident reports (Section 12).
[bookmark: _Toc241649829]Cadence
1. Monthly standing meeting; 48-hour expedited review path for urgent approvals or incidents.
1. Quarterly portfolio review presented to the Governor's/Mayor's Office and, where applicable, legislative oversight committees.
[bookmark: _Toc241649830]20.2 AI System / Model Inventory Template
	System Name
	Agency/Program
	Risk Tier
	Vendor/Model
	Go-Live Date
	Status

	[e.g., Benefits Doc Intake]
	[Agency]
	[1/2/3]
	[Vendor / Azure service]
	[Date]
	[Pilot/Live/Retired]

	[  ]
	[  ]
	[  ]
	[  ]
	[  ]
	[  ]

	[  ]
	[  ]
	[  ]
	[  ]
	[  ]
	[  ]


Maintained by the AI Governance Council secretariat; updated at every intake, go-live, material change, and retirement event.
[bookmark: _Toc241649831]20.3 Risk-Tiering Rubric
	Factor
	Tier 1 (High)
	Tier 3 (Low)

	Decision impact
	Affects benefits, licensure, liberty, or legal rights
	Informational only (FAQ, status lookup)

	Autonomy
	AI recommends; human decides and signs off
	AI acts autonomously within narrow, pre-approved scope

	Data sensitivity
	CJI, FTI, PHI, or other regulated category
	Public or non-sensitive data only

	Review requirement
	Governance Council pre-launch review mandatory
	Notification to Governance Council sufficient

	Monitoring cadence
	Continuous monitoring; re-validation at least every 6 months
	Quarterly spot-check


Tier 2 (Moderate) sits between these two profiles: human approval by exception, moderate data sensitivity, and semi-annual Governance Council review. Every new AI use case must be assigned a tier before any pilot begins (Section 5.2).
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