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E X E C U T I V E   

S U M M A R Y    
 

The U.S. AI legal landscape is increasingly being shaped at the state level. In the absence of one 

comprehensive federal AI statute, states are moving aggressively to regulate specific AI use cases across 

employment, healthcare, financial services, consumer-facing chatbots, synthetic media, and other forms 

of automated decision-making. What is emerging is not one unified AI law, but a growing patchwork of 
state requirements that vary by category and jurisdiction. 

For organizations operating across multiple states, this creates a practical legal challenge. AI compliance 

is no longer only a forward-looking governance issue. It is now a live operational and regulatory concern. 

Across categories, states are converging on a set of recurring obligations, including notice and disclosure, 

bias mitigation, human oversight, record retention, and accountability for AI-enabled decisions. While the 

laws differ in scope and wording, the broader trend is unmistakable: more states are legislating AI, and 

more business functions are being drawn into scope. 

This state-led momentum matters because it signals where the U.S. legal baseline is heading. Even without 

a single national framework, a pattern is forming. Organizations that understand the direction of travel 

now will be better positioned to build AI governance programs that can adapt across jurisdictions and 

withstand increasing scrutiny from regulators, plaintiffs, and business partners. 
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E M P L O Y M E N T  A N D  

H R  A I  
 

Why this category is under legal pressure 

Employment is one of the most active areas of AI regulation because organizations increasingly use AI to 

screen resumes, evaluate interviews, rank candidates, and support decisions related to hiring, promotion, 

discipline, and termination. These tools can create discrimination risk at scale, often in ways that are 

difficult to detect or explain. As a result, states are stepping in to regulate how employers deploy AI in 

workforce decision-making. 

State laws already enacted or effective 

• New York City, Local Law 144 

Requires annual bias audits for automated employment decision tools and public posting of audit 
results before use. 

• Illinois, Artificial Intelligence Video Interview Act 

Requires notice and consent before AI is used to evaluate video interviews and limits sharing and 

retention of interview recordings. 

• Illinois, HB 3773 

Prohibits discriminatory AI use in employment and restricts proxies such as ZIP code that may 
correlate with protected traits. Notice obligations also apply. 

• California, Civil Rights automated decision system regulations 

Target discriminatory automated decision systems in employment and require retention, notice, and 

support for human review. 

• California, ADMT requirements 

Require notice when automated decision-making technology is used in high-impact employment 

decisions. 

• Texas, TRAIGA 

Prohibits intentional AI discrimination and provides an enforcement pathway through the Attorney 
General, with a cure period. 

• Colorado, AI Act 

Imposes one of the most comprehensive frameworks for high-risk AI used in employment, including 

impact assessments, disclosures, bias controls, and documentation requirements. 
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State bills and proposals to watch 

The legal momentum extends beyond the jurisdictions that have already enacted laws. New York State, 

Maryland, and New Jersey are all moving toward stronger controls over AI hiring tools, automated 

employment decisions, disclosures, and discrimination enforcement. This is no longer an isolated city-

level experiment. Multiple states are independently moving toward more formal regulation of AI in 
employment. 

Common legal obligations emerging across states 

Although the laws vary in design, the obligations are beginning to converge. States are increasingly 

requiring employers to disclose when AI is being used in hiring or workforce decisions, test tools for bias 

or disparate impact, retain records that support auditability, preserve meaningful human oversight, and 
remain accountable even when the underlying technology is supplied by a third-party vendor. 

What does this mean for organizations 

For employers, AI in hiring and workforce management now sits in an active state-law enforcement zone. 

Multi-state organizations should assume that candidate notice, human override, record retention, bias 

testing, and stronger vendor governance are becoming the baseline rather than exceptional requirements. 

Employers that continue using AI-driven hiring tools without clear governance and documentation are 
exposing themselves to mounting legal and litigation risk. 
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H E A L T H C A R E   

A I  
 

Why this category is under legal pressure 

Healthcare AI is attracting intense state legislative attention because it affects patient communications, 

symptom triage, diagnostic support, mental health interactions, and other clinically significant activities. 

These uses raise immediate concerns around patient safety, professional accountability, consumer 

protection, and confusion about whether a patient is interacting with a human clinician or an automated 

system. State lawmakers are responding accordingly. 

State laws already enacted or effective 

• California, AB 3030 and SB 1120 

Require disclosure when AI is used in patient communications and preserve a patient’s ability to 

request a human response. 

• California, AB 489 

Prohibits AI systems from presenting themselves in ways that imply they are licensed healthcare 

professionals when they are not. 

• California, SB 942 

Requires certain large-scale systems to provide mechanisms to identify AI-generated healthcare 

content. 

• Illinois, mental health AI restrictions 

Limit the use of AI in psychotherapy and require consent and human involvement in sensitive contexts. 

• Texas, SB 1188 

Requires practitioners to personally review AI-generated diagnostic recommendations. 

• Texas, TRAIGA healthcare provisions 

Require written disclosure before AI-assisted diagnosis or treatment, subject to emergency context 

rules. 

• Colorado, AI Act 

Treats many healthcare uses as high-risk and imposes governance, disclosure, and recordkeeping 

obligations. 
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State bills and proposals to watch 

The healthcare trend is widening. States are increasingly introducing bills focused on healthcare chatbots, 

mental health AI, clinical disclosure obligations, and restrictions on AI systems that patients may mistake 

for licensed professionals. What began as a smaller set of disclosure and safety issues is becoming a 

broader state-level framework for regulating AI in patient-facing and clinically consequential settings. 

Common legal obligations emerging across states 

Several patterns are repeating across states. Organizations are being required to disclose when patients 

are interacting with AI, prevent AI systems from implying licensure they do not have, ensure clinician 

review of AI-generated recommendations in consequential settings, apply stronger controls to mental 

health use cases, and treat certain healthcare AI deployments as high-risk technologies requiring 
governance and documentation. 

What does this mean for organizations 

Healthcare entities should stop treating AI compliance as only a HIPAA or FDA issue. State law is adding a 

separate and growing layer of obligations centered on patient disclosure, professional accountability, 

chatbot safety, and human review. That means legal, compliance, clinical, and technology teams all need to 

coordinate around AI governance rather than managing these obligations in separate silos. 
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B A N K I N G  A N D  F I N A N C I A L  

S E R V I C E S  A I  
 

Why this category is under legal pressure 

Financial services have used algorithmic decision-making for years, but modern AI systems have increased 

concerns around opacity, discrimination, pricing, and accountability. State lawmakers are now paying 

closer attention to AI used in lending, credit eligibility, housing-related decisions, pricing, and other 

financially consequential contexts because these systems can affect access to opportunity and create legal 

risk at scale. 

State laws already enacted or effective 

• Colorado, AI Act 

Applies to high-risk lending and related decision-making systems, imposing requirements around 
disclosures, governance, documentation, and risk controls. 

• California, Anti-Algorithmic Pricing Act 

Targets common pricing algorithms that may facilitate anti-competitive behavior. 

• New Jersey, civil rights enforcement position 

Signals that algorithmic discrimination in credit and housing falls within the state’s civil rights 

enforcement framework. 

State bills and proposals to watch 

Proposals such as Hawaii’s bill on discriminatory algorithmic eligibility determinations suggest that more 

states are likely to legislate AI in credit and housing. The broader trend indicates that state regulation will 

continue to expand wherever AI affects access to credit, eligibility, pricing, or housing-related decisions. 

Common legal obligations emerging across states 

The emerging pattern includes stronger expectations for explainability in consequential financial 

decisions, anti-discrimination controls, documentation of data sources and model performance, and closer 

scrutiny of pricing tools that may distort competition. Even where the state laws differ, they are converging 

around the idea that consequential AI systems in finance must be more transparent, more auditable, and 

more defensible. 

What does this mean for organizations 

Financial institutions should prepare for a state-driven expansion of AI obligations that goes beyond 

traditional federal lending rules. Any AI system affecting approvals, pricing, eligibility, housing-related 

opportunities, or consumer treatment should be treated as a live legal risk requiring governance, 

validation, fairness testing, and clearer documentation. 
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C O N S U M E R  F A C I N G  A N D  

O N L I N E  S A F E T Y  A I  
 

Why this category is under legal pressure 

Consumer-facing AI has become one of the fastest-moving areas of state legislation because lawmakers 

are reacting to chatbot-related harms, emotional dependency risks, manipulative behavior, mental health 

concerns, and the exposure of minors to unsafe AI interactions. These harms are highly visible and often 
involve vulnerable users, which is one reason state momentum in this category has accelerated so quickly. 

State laws already enacted or effective 

• California, SB 243 and related chatbot measures 

Require AI identity disclosure and impose safety-oriented obligations in companion chatbot contexts, 

especially where minors or harmful interactions are involved. 

• Texas, TRAIGA 

Addresses harmful AI uses, including deceptive or abusive behavior and certain deepfake-related 
harms. 

• Illinois, mental health AI restrictions 

Restrict AI use in sensitive psychological and wellness contexts. 

State bills and proposals to watch 

This is one of the clearest examples of state legislative acceleration. Dozens of states have introduced 

chatbot bills requiring disclosure that the system is AI, safety measures for minors, crisis detection in 

sensitive contexts, and controls against emotionally manipulative behavior. What began as concern over 

transparency is becoming a broader online safety framework for AI. 

Common legal obligations emerging across states 

States are converging around several recurring expectations: disclose that the user is interacting with AI, 

provide escalation or referral pathways in sensitive situations, implement stronger safeguards for minors, 

and document the safety controls used to reduce harmful outputs and dangerous interactions. The 

repeated message is that conversational AI cannot be treated as a neutral interface when it shapes user 
behavior, emotional reliance, or access to sensitive information. 

What does this mean for organizations 

Any organization deploying consumer-facing AI, especially conversational agents, should assume that 

disclosure and safety obligations will continue to expand. The prudent approach is to design these 

systems with transparency, escalation pathways, age-sensitive safeguards, and documented safety 
protocols from the outset. 
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C O N C L U S I O N  
 

 
The central legal reality in the United States is no longer simply that AI regulation is coming. It is that 

state AI regulation is already here, and it is expanding category by category. Employment, healthcare, 

financial services, consumer-facing chatbots, synthetic media, and other high-impact use cases are now 

being addressed through a growing body of state laws that impose real compliance duties on 

organizations deploying AI. 

 

The most important lesson is not that every state has passed the same law. They have not. The more 

important development is that multiple states are independently moving in the same direction. They are 

imposing transparency requirements, bias controls, human oversight duties, documentation 

expectations, and accountability for AI-enabled decisions. That convergence matters because it reveals 

the compliance baseline that is beginning to form, even in the absence of a uniform federal framework. 

For business leaders, the message is straightforward. AI governance must now be built for a fragmented 

but rapidly maturing state-law environment. Companies that continue to treat AI legal risk as 

hypothetical or distant are misreading the landscape. The patchwork is growing, and the organizations 

best positioned for the next phase of AI adoption will be those that recognize state-level legal momentum 

early and build accordingly. 
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L O O K I N G  A H E A D  

T H E  P A T H  T O  A I  S U C C E S S  

  
 

 

Organizations seeking a structured assessment of their AI strategy and 

governance posture can begin with a focused maturity review. 

 

Contact us to schedule your AI Review today. 
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