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Executive summary

Start with the one fact that should govern every other decision in this guide. Under Title
VII, an employer is liable for discriminatory outcomes from an AT hiring tool even when an
outside vendor built it and runs it, and the vendor's assurance that the tool is fair does not
shield you if it isn't. You can outsource the screening. You cannot outsource the defendant's
chair.

This matters now because adoption is racing ahead of any awareness of that liability.
Roughly 39 percent of organizations have put Al to work somewhere in HR, with more on
the way."* And in the states that already regulate workplace Al, 57 percent of the HR
professionals running these tools could not name the law if you put it on the desk in front of

them." The people taking on a risk they cannot transfer often do not know the risk exists.

The governance has not kept pace either. Only about half of the organizations using AI have
any policy governing it, and just one in five has rebuilt a single workflow around the
technology rather than bolting it onto a process designed for a pre-Al world." That gap is
where the lawsuits will live.

Once you accept that the liability is yours and only yours, the rest of this guide follows.
Every integration choice, every automation, every vendor contract, and every governance
control exists for one purpose: to let you show your work when someone asks whether your
tool was fair. What follows maps the regulations that already apply to you, the integration
realities that decide whether any of this works, where the savings genuinely come from, and
a checklist you can act on this week.

THE ORGANIZING PRINCIPLE OF THIS GUIDE

"Under Title VII, an employer is liable for discriminatory
outcomes from an Al hiring tool even when an outside
vendor built it and runs it, and the vendor's assurance that
the tool is fair does not shield you if it isn't."




1 The current state: adoption is real, maturity is not

Al in HRis no longer experimental. SHRM's State of Al in HR 2026 survey (n=1,908, fielded
December 2025) found 39 percent of organizations have Al working in at least one HR function, with
another 7 percent planning to launch this year.” The use is concentrated, not diffuse: recruiting (27
percent) and HR technology (21 percent) lead, followed by learning and development (17 percent) and
employee experience (14 percent).” Inside talent acquisition, the iCIMS/Aptitude Research 2026
report (n=400+ US TA leaders, a vendor co-branded study, so read the numbers with that in mind)
found AI most common in candidate screening (58 percent), candidate communication (54 percent),
assessments (50 percent), and sourcing (46 percent).” The machines are reading resumes, answering
candidate questions, booking interviews, and writing job ads. Final selection and judgment stay
human.

The discipline has not kept pace. Only 49 percent of organizations using or piloting AI have a policy
governing it, and of those that do, just 25 percent call that policy clear and future-proof.* Forty-five
percent report no formal AI governance framework for talent acquisition at all.? So if you feel behind
on adoption, you are almost certainly not. The gap that creates real exposure is the governance one,
and on that score most of your peers are exposed right alongside you.

BOTTOM LINE
Adoption is common and shallow. The competitive edge is in the governance almost no one has built,
because that governance is the only thing that discharges a liability you cannot hand off.



2 Risk and governance: the part you cannot delegate

This is the heart of the guide, because everything else answers to it. Read the principle again. Under
Title VII, an employer is liable for discriminatory outcomes from an Al hiring tool even when an
outside vendor built it and runs it, and the vendor's assurance that the tool is fair does not shield you if
itisn't.

The vendor's name is on the box. Your name is on the lawsuit.

This is not a hypothetical. In Mobley v. Workday, a federal court allowed claims to proceed against an
Al screening vendor on the theory that the vendor acts as the employer's agent, and in 2024 and 2025
the matter advanced as a nationwide collective action on age-discrimination grounds. The takeaway
cuts both ways: the vendor can be dragged in, and so can you. Anyone deploying Al in selection should
know this case by name.

A note on the federal landscape, because it shifted. The EEOC published technical guidance in May
2023 confirming the non-delegable-liability principle, then withdrew several Al guidance pages in
early 2025 as federal enforcement priorities softened. Do not read that as a reprieve. The rule does not
depend on the withdrawn document. It flows from Title VII itself and the Uniform Guidelines on
Employee Selection Procedures (1978), which are still the law. What actually changed is your
audience: with federal enforcement pulling back, your real risk now comes from private plaintiffs and

state regulators, not a federal inspector.

Here is the map of what already applies, and every item on it exists to test the same question: can you
show your tool was fair?

The 4/5ths rule, the number behind "bias audit"

Under the 1978 Uniform Guidelines, adverse impact is presumptively indicated when a protected
group's selection rate falls below 80 percent of the highest-scoring group's rate. This is the impact
ratio every credible bias audit reports. It is a rule of thumb, not a safe harbor; courts also apply
statistical-significance tests. If your vendor cannot produce selection rates and impact ratios by sex,

race, ethnicity, and intersectional categories, you do not have an auditable tool.

ADA and accommodation, the most overlooked exposure

Al video, gamified, and timed assessments can screen out people with disabilities (autism, anxiety,
speech, motor, and vision conditions) and trip the Americans with Disabilities Act. You must offer
alternative formats and accommodations, avoid tools that effectively make a medical inquiry, and not



lean on a vendor's "validated" label as a defense. This is among the highest-litigation-risk uses, and it

is the one most buyers never think about.

NYC Local Law 144 (in effect since July 2023)

If you use an Automated Employment Decision Tool on NYC candidates, you need an independent
bias audit no more than one year old, a public posting of the results summary on your careers site, and
candidate notice at least 10 business days before use (which may be given via the job posting or careers
page, not necessarily an individual letter). One sobering data point: a December 2025 New York State
Comptroller audit found enforcement to be almost entirely complaint-driven, with the regulator
identifying 1 instance of non-compliance among 32 firms while state auditors found at least 17
potential violations in the same group.>’® Weak enforcement is not safety. It just means the next
plaintiff's attorney, not a city inspector, is the one who shows up, and the public audit you posted (or

didn't) becomes the evidence.

The state patchwork is widening

NYC is not the edge of this; it is the early example. The Illinois Human Rights Act amendment
effective January 1, 2026 bars Al use that produces employment discrimination, on top of the older
Illinois AI Video Interview Act (820 ILCS 42), which requires notice, an explanation of how the Al
works, consent before evaluation, deletion of videos within 30 days of an applicant's request (backups
included), and demographic reporting to the state when AI alone decides who advances.® Colorado's
Al Act (SB 24-205), the first comprehensive US high-risk-AI employment law, imposes a duty of
reasonable care to avoid algorithmic discrimination, with its effective date now set for June 30, 2026.
California's Civil Rights Council automated-decision regulations took effect October 1, 2025. If you
hire across state lines, you are managing a quilt, not a single rule.

EU Al Act (Regulation (EU) 2024/1689)

Annex III, point 4 classifies both recruitment/selection AI and work-management Al as high-risk.”
The obligations arrive on a staggered calendar: prohibited practices (including workplace emotion
recognition) have applied since February 2, 2025; general-purpose Al rules since August 2, 2025; and
the full weight of high-risk obligations, risk management, data governance, human oversight,
transparency, and conformity assessment, lands August 2, 2026. The penalties are not trivial: up to 35
million euros or 7 percent of global annual turnover for prohibited practices, and up to 15 million
euros or 3 percent for breaches of most other obligations. If you recruit or employ in the EU, also
remember that several member states require consulting works councils before deploying monitoring
or selection Al



Data privacy, residency, and the vendor itself

HRIS data is among the most sensitive you hold: government IDs, compensation, health-related leave,
dependents. GDPR governs EU personal data and constrains automated decisions and cross-border
transfer; CCPA and its evolving automated-decision rules govern California. Two rules follow. Know
where your HRIS and Al vendors process and store data, because residency obligations don't vanish in
the cloud. And minimize: a tool should touch the least data its job requires, not the whole employee
record because the integration made it convenient. On the vendor, get a signed Data Processing
Agreement (GDPR Article 28) with sub-processor and residency terms, review a SOC 2 report, and
secure contractual cooperation for any bias audit you will owe.

Shadow Al, the risk already inside your building

While leadership debates governance, employees are pasting resumes, performance reviews, and
compensation data into public chatbots that may train on the input. This is the most common AI data-
leak path in HR, and it requires no vendor at all. The controls are unglamorous and effective: an
acceptable-use policy, a sanctioned enterprise tool with contractual no-training-on-your-data terms,
data-loss-prevention rules, and basic awareness training. This is precisely where an IT partner earns

its fee.

A structure to hold it together
The NIST AI Risk Management Framework (Al RMF 1.0, January 2023), and its July 2024 Generative

AT Profile, are voluntary, but they are the best free scaffold available, organized around four functions:
Govern, Map, Measure, and Manage.® They will not make you compliant with any single law. They give

HR, IT, and legal a shared language and a defensible process, which is the entire point.

BOTTOM LINE
You cannot buy your way out of liability. You can only manage it, and the firms that document their

management are the ones who win the argument later.



3 Automation use cases and the honest ROI picture

A caution first, because credibility depends on it. The HR-AI market is awash in impressive ROI
numbers, and many do not survive scrutiny. In researching this guide, several widely repeated figures
(a "30 percent reduction in cost-per-hire," and "$2,342 and 792 hours saved per hire") failed
verification against their own sources. Most guides will quote you a number like that. This one won't,

and the reason is the whole point: you cannot claim a return you never baselined.

So think mechanically. The wins here are real, but they are operational before they are financial, and
they come from removing high-volume, low-judgment work. Note as you read that the highest-value
uses, screening and matching, are exactly where the non-delegable liability concentrates:

« Interview scheduling. The clearest, lowest-risk win. Coordinating calendars across candidates

and panels is pure overhead with no judgment in it. Almost all upside.

+ Resume screening and candidate matching. Real time savings on the volume problem, and
also the single highest-risk use for bias. Speed here must be paired with the audit discipline in

Section 2. Fast and unaudited is how you end up in Mobley territory.

« Candidate communication. Chatbots and automated status updates cut the "where am I in the
process" load and reduce candidate ghosting. Modest risk, strong experience payoff.

« Onboarding and offboarding. Provisioning accounts, equipment, and training on the way in;
revoking access on the way out. The offboarding side is a security control as much as an HR one,

because it closes the dangerous window where a departed employee keeps access.

» Payroll and benefits. Anomaly detection, error flagging, and routine "how much PTO do I have"
lookups. Judgment stays human; the first-pass catch does not.

« HR helpdesk deflection. A large share of HR tickets are repeat policy questions answered in
documents no one read. An assistant grounded in your actual policy library deflects those and frees
HR for the cases that need a person.

How to measure it honestly: pick the baseline before you deploy, measure the one metric the use case
touches (time-to-schedule, screening hours, deflection rate, onboarding cycle time), and treat any

vendor case study as a hypothesis until you reproduce it on your own data.

BOTTOM LINE
AT reliably removes administrative drag and reliably amplifies whatever discipline you already have.

If your process is a mess, automation just gives you a faster mess.



4 HRIS integration realities: where projects actually break

Every Al feature in HR is only as good as its access to clean, current employee data, and that data lives
in your HRIS or HCM. This is where ambitious projects quietly die. The demo works on sample data;

the rollout stalls on yours.

The platform landscape

Workday, ADP, UKG, BambooHR, Rippling, and a long tail of smaller systems do not share a data
model, an auth scheme, or even a common definition of "employee status." One exposes a modern
REST API; another expects scheduled file drops; another gates its API behind a partner program.
There is no universal standard, which is exactly why an entire category of integration vendors exists.

Three ways to connect
« Direct API. Highest control, lowest per-connection cost, but every new HRIS is a fresh build and

you own maintenance forever when a vendor changes an endpoint.

« Unified API / iPaaS. A middleware layer (Merge, Finch, Workato, Apideck and similar)
normalizes many systems behind one schema, so you build once and reach many. Faster and lower-

maintenance, at the cost of a recurring fee and a dependency on the vendor's coverage and uptime.

» File-based / native middleware. Scheduled batch import and export. Reliable and simple,
common with older payroll systems, but not real-time and brittle when formats drift.

For most SMB and mid-market teams, unified API or iPaaS is the pragmatic default. Build direct only

where a connection is strategic, high-volume, or unsupported.

Get the engineering right, or the Al on top is built on sand
» SCIM 2.0 for user provisioning and deprovisioning, rather than a hand-rolled sync.
« Webhooks or change-data-capture, not polling, for near-real-time updates. "It syncs

automatically" without this distinction is an amateur tell, and polling is what runs you into rate

limits.

» Deprovisioning on the termination event, not the nightly batch. This is the security-
critical one; it should fire from the HRIS offboarding trigger.

« PII protected in transit and at rest: TLS 1.2 or better, encryption at rest, field-level handling
of SSNs and compensation, and least-privilege OAuth scopes rather than a shared admin key.

« A defined source of truth for conflict resolution, plus idempotent error handling and

reconciliation for failed syncs.

« Audit logging of every automated decision and data flow, which doubles as the recordkeeping you
owe under the Uniform Guidelines.



The failure modes that actually bite

Field-mapping and data-model mismatch, stale or dirty source data (AI does not fix bad data; it scales
the consequences of it), auth and permission scope creep, rate limits colliding with real-time
expectations, and the silent break when a vendor renames a field and a downstream report goes
quietly wrong.

How Al agents plug in

Copilots reach HRIS data through these same APIs, or increasingly through emerging agent protocols
that let an assistant call HRIS functions directly. Either way, the moment an agent can read employee
records you have created a new privileged data path that must be scoped, logged, and reviewed like

any other. Least privilege is not a nice-to-have here. It is the control.

BOTTOM LINE
The unglamorous disciplines, clean data, scoped credentials, real-time deprovisioning, audit logs, are

exactly what produce the evidence when your liability is tested.



5 A practical implementation framework

Adoption without governance is the failure pattern in the data, and the framework below exists for one

reason: to discharge a duty you cannot delegate. This sequence inverts the pattern.

+ 1. Readiness assessment. Before selecting a tool, inventory three things: which jurisdictions
your candidates and employees sit in (this determines which laws in Section 2 apply to you), what
your HRIS data actually looks like, and who owns the decision when AI and a human disagree. If

you can't name the accountable human for each Al-assisted decision, you are not ready.

» 2, Data hygiene first. Deduplicate records, fix employment statuses and broken manager
relationships, standardize the fields the integration will map. Unglamorous, and the highest-
leverage work you will do.

» 3. Pilot design. Start with one low-risk, high-volume use case (scheduling or ticket deflection, not
screening). Set a measurable baseline before you turn anything on. Define numeric success and
failure. Time-box it.

* 4. Human-in-the-loop, defined. For any decision affecting hiring, promotion, discipline, or
termination, the Al recommends and a competent human with authority to override decides,
against documented criteria, and records the reasoning. A rubber stamp is not oversight; both
LL144 and EU AI Act Article 14 require meaningful review.

+ 5. Audit and monitoring. Log every Al-assisted decision and its inputs. Bias-test before
deployment and at least annually after (which also meets LL144's cadence). Re-audit on any model-
version change. Monitor the integration for the Section 4 failure modes.

« 6. Change management. The majority of HR professionals unaware of the laws governing their
own tools are a training problem, not a character flaw. Train users on what the tool does, what it
does not do, where judgment is required, and what must be disclosed to candidates. Write the
policy down. Make someone own keeping it current.



6 The governance checklist

A working artifact. Assign each item an owner and run the operate section on a cadence.

Before you buy

ACTION OWNER
Map every jurisdiction your candidates and employees occupy, and the laws each HR + Legal
triggers

Require the vendor's most recent independent bias-audit results, with impact ratios HR + Legal
Get a signed Data Processing Agreement (GDPR Art. 28) with sub-processor and IT + Legal
residency terms

Review the vendor's SOC2 report IT

Confirm contractual cooperation for bias audits and a right to model documentation Legal
Confirm the tool supports candidate notice, consent, and accommodation HR
alternatives

Before you deploy

Clean the HRIS data the tool will consume HR + IT
Scope integration credentials to least privilege; document the architecture IT
Configure deprovisioning to fire on the termination event, not a batch IT

Run a pre-deployment bias test against the 4/5ths impact ratio; record the result HR + Legal
Define the human-in-the-loop control for every consequential decision HR

Set a measurable baseline for the metric you expect to move HR
Publish required public notices (e.g., LL144 audit summary) and candidate HR + Legal
disclosures

Issue a shadow-AlI acceptable-use policy and a sanctioned enterprise tool IT

While you operate (set a cadence)

ACTION OWNER CADENCE

Log Al-assisted decisions and their inputs IT Continuous



Re-audit for bias

Monitor the integration for sync failures, stale data,
permission drift

Review AI and agent access to HRIS data
Refresh the written Al-use policy and re-train staff

Track the regulatory calendar (EU AI Act high-risk: Aug 2,
2026)

HR + Legal

IT

IT
HR

Legal

Annual, and on model change

Monthly

Quarterly
Annual

Quarterly



Appendix A: Compliance deadline and jurisdiction map

REGIME

APPLIES WHEN

CORE OBLIGATION

Title VII + Uniform
Guidelines (US
federal)

ADA (US federal)

NYC Local Law 144

Illinois AI Video
Interview Act (820
ILCS 42)

Illinois Human
Rights Act
amendment

California CRC ADM
regulations

Colorado AI Act (SB
24-205)

EU AI Act (Reg
2024/1689)

GDPR

Any selection procedure

AT assessments / video /
gamified screening

AEDT used on NYC candidates

ATl-analyzed video interviews

Al in employment decisions

Automated decision tech in
employment

High-risk AT employment
decisions

Recruitment/selection or work-
management Al in the EU

EU personal data

No disparate impact; 4/5ths rule;
employer liable even for vendor tools

Accommodation and alternative
formats; no de facto medical inquiry

Annual independent bias audit, public
posting, 10-day candidate notice

Notice, consent, 30-day deletion on
request, demographic reporting

Bars Al that causes employment
discrimination

Notice and anti-discrimination duties

Duty of reasonable care to avoid
algorithmic discrimination

High-risk duties: risk mgmt, data
governance, human oversight,
conformity assessment

Lawful basis, automated-decision
limits, transfer/residency rules

In force

In force

In force
(Jul
2023)

In force

Jan 1,
2026

Oct 1,
2025

June 30,
2026

Aug 2,
2026

In force

Penalties under the EU AI Act reach 35M euros or 7 percent of global turnover (prohibited practices) and 15M euros or 3 percent

(most other breaches). Confirm against the Act's final text before quoting in any client-facing material.



Appendix B: Vendor due-diligence questions

Paste these into your RFP or send them before you sign. Each one is a way of asking the same thing: when my

liability is tested, can this vendor help me prove the tool was fair?

o N9 O g H

10.

. Will you sign a Data Processing Agreement, and who are your sub-processors?
. Where is our data processed and stored, and can you guarantee residency?

. Provide your most recent independent bias-audit results, including impact ratios by protected

class.

. Provide a model card or documentation of how the system makes or scores decisions.

. What data do you retain, for how long, and do you train models on our data?

. Can you provide a current SOC 2 report?

. Do you support least-privilege API scopes, SCIM provisioning, and event-based deprovisioning?

. What accommodations and alternative formats does the tool support for candidates with

disabilities?

. How do you support our NYC Local Law 144 (and equivalent) audit and notice obligations?

Who indemnifies whom in the event of a discrimination claim arising from the tool?
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