AI Policy Template for Small to Medium-Sized Businesses 
[Review and Delete this section as needed: This template is customizable - replace placeholders (e.g., [Company Name]) with your details. For a downloadable PDF version, visit yellowhammerit.com or copy-paste this into Microsoft Word/Google Docs. Consult legal experts to ensure compliance with your jurisdiction.]
Document Title
[Company Name] Artificial Intelligence (AI) Usage and Governance Policy 
Version: 1.0 
Effective Date: [Insert Date, e.g., MM/DD/YYYY] 
Approved By: [Insert Approver's Name/Title, e.g., CEO or AI Governance Team] 
Review Frequency: Annually or upon significant changes in AI technology/regulations
Introduction and Purpose
This AI Policy outlines the guidelines for the responsible, ethical, and secure use of artificial intelligence (AI) technologies within [Company Name]. AI includes any tools, systems, or applications that perform tasks requiring human-like intelligence, such as automation, data analysis, content generation, or decision-making support (e.g., machine learning models, chatbots, predictive analytics).
The purpose of this policy is to:
· Promote ethical AI practices that align with our business values and objectives.
· Mitigate risks such as data breaches, biases, or legal non-compliance.
· Ensure transparency, accountability, and fairness in AI applications.
· Foster a culture of responsible innovation to enhance efficiency and competitiveness.
This policy applies to all employees, contractors, and third-party vendors who use or interact with AI on behalf of [Company Name]. Non-compliance may result in disciplinary action, up to and including termination.
Scope
This policy covers all AI technologies used in [Company Name]'s operations, including but not limited to:
· Software tools (e.g., generative AI like ChatGPT, data analytics platforms).
· Integrated systems (e.g., AI-enhanced CRM or security cameras).
· Custom or third-party AI solutions.
Excluded: Non-AI automation tools without learning capabilities (e.g., simple scripts).
Approved AI Tools: [List approved tools, e.g., Microsoft Azure AI, AWS AI services, Google Cloud AI]. Unauthorized tools are prohibited unless reviewed and approved by the AI Governance Team.
Data Governance and Privacy
All AI use must comply with applicable data protection laws, including GDPR, CCPA, and any state-specific regulations (e.g., Alabama Data Breach Notification Act).
Key Requirements:
· Data Collection and Consent: Obtain explicit consent for collecting personal data used in AI. Anonymize data where possible.
· Security Measures: Implement encryption for data in transit and at rest. Use secure storage and access controls.
· Inventory and Auditing: Maintain an inventory of all AI applications and data sources. Conduct regular audits to ensure secure handling.
· Data Minimization: Only use the minimum data necessary for AI tasks.
Example Clause: "All employee data processed by AI for performance analytics must be anonymized, with access limited to authorized HR personnel. Breaches must be reported within 72 hours as per CCPA."
Ethical Guidelines
AI must be used fairly, without perpetuating harm, bias, or discrimination.
Key Requirements:
· Bias Mitigation: Regularly test AI outputs for biases (e.g., in hiring or customer recommendations). Use diverse datasets for training.
· Fairness and Transparency: Explain AI decisions where feasible (e.g., "This recommendation is based on [criteria]"). Prohibit AI for harmful purposes, such as generating misleading content.
· Output Reviews: Mandate human review for high-stakes AI decisions (e.g., financial approvals).
· Prohibited Uses: No AI for surveillance without consent, discriminatory profiling, or illegal activities.
Example Clause: "AI tools used in marketing must be audited quarterly for gender or racial biases in audience targeting, with corrective actions documented."
Employee Responsibilities
All users of AI are accountable for adhering to this policy.
Key Requirements:
· Roles and Oversight: Designate an AI Governance Team (e.g., comprising IT, legal, and department leads) to oversee implementation.
· Training: Complete mandatory AI ethics and usage training upon hire and annually (e.g., via online courses on platforms like Coursera).
· Reporting: Report any suspected misuse, biases, or issues to [designated contact, e.g., compliance@company.com].
· Usage Guidelines: Use AI only for approved business purposes. Document AI-assisted work where accuracy is critical.
Example Clause: "Employees must log AI usage in decision-making processes, such as sales forecasts, and flag any anomalies for review by the Governance Team."
Disclosure and Monitoring
Transparency builds trust with stakeholders.
Key Requirements:
· Customer/Stakeholder Disclosure: Inform users when AI is involved (e.g., "This chat is powered by AI" or "AI-generated content").
· Monitoring and Audits: Conduct regular audits of AI systems for compliance, performance, and risks. Track metrics like error rates or bias incidents.
· Incident Response: Establish procedures for handling AI-related incidents, including escalation and remediation.
Example Clause: "All customer-facing AI interactions must include a disclosure notice, and systems will be audited bi-annually with results reported to leadership."
Implementation and Enforcement
· Training and Rollout. Roll out this policy with company-wide training sessions.
· Review and Updates. Review annually or after major AI advancements/regulatory changes.
· Enforcement. Violations will be investigated by the AI Governance Team, with penalties based on severity.
· Resources. For questions, contact [AI Policy Lead, e.g., IT Director]. Templates adapted from NIST AI Risk Management Framework or Workable AI Policy samples.
Acknowledgment
I, [Employee Name], acknowledge that I have read, understood, and agree to comply with this AI Policy.
Signature ___________________________ Date ________________


