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At the study committee’s meeting on September 10, 2026, Chair Cabral-Guevara asked members to
submit their priorities for developing legislation or further exploration to Legislative Council staff.
During the workshop planned for October 1, 2026, study committee members will have an opportunity
to engage in a discussion on these priorities.

This memo provides preliminary options relating to the creation of a state artificial intelligence (AI)
regulatory sandbox and state oversight of privately operated Al sandbox environments. This memo is
intended to provide a starting point for possible topics the committee may wish to review more closely
and consider in preliminary bill drafts.

DEVELOPMENT OF AN Al REGULATORY SANDBOX

Three members expressed interest in exploring a state regulatory sandbox. [Chair Cabral Guevara and
Public Members Mattson and Skold.] On the other hand, one member suggested Wisconsin could
consider foregoing the development of a state regulatory sandbox, noting that Wisconsin could benefit
from the work other states, like Utah, are already doing. [Public Member Hoffert.]

A state regulatory sandbox is a structured program that provides technology developers with temporary
relief from specified state laws or regulations while an application is tested or deployed under the
oversight of a state entity.

State laws establishing regulatory sandboxes tend to do all of the following: (1) designate or create a
governmental entity to oversee the regulatory sandbox; (2) specify certain eligibility criteria for
participation in the sandbox and specify information that must be provided in an application for the
program; (3) outline the procedure for approving a developer’s participation in the sandbox; and (4)
establish reporting requirements for both program participants and the governmental entity overseeing
the program.
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Overseeing Entity

State-run Al regulatory sandboxes are overseen by a state entity. Study committee members could
consider what entity should oversee a Wisconsin Al regulatory sandbox. Possible legislation could
establish any of the following as the entity to oversee a Wisconsin Al regulatory sandbox:

e An existing executive branch agency (e.g., the Department of Agriculture, Trade and Consumer
Protection, the Department of Health Services, the Department of Administration, or the
Department of Safety and Professional Services).!

e A new agency or a new office within an existing agency that is created through legislation.

e A new council or board created through legislation.

Additionally, the study committee could consider whether a Wisconsin Al regulatory sandbox would be
a permanent or temporary entity. If the study committee is interested in creating a Wisconsin Al
regulatory sandbox only temporarily, a bill draft could include a sunset provision that would eliminate
the sandbox on an identified date. If the study committee is interested in a sunset provision, members
should consider how long a Wisconsin Al regulatory sandbox should exist.

Finally, the study committee could consider whether an overseeing entity would have any
responsibilities in addition to overseeing the sandbox. Two members recommended the study
committee explore options for better educating the public on the use of Al in health care. [Public
Members Anderson and Hoffert.] One way this could be accomplished is by requiring a state entity to
develop guidance, model policies, and educational opportunities or materials related to Al in health
care. It may be appropriate to assign this duty to an overseeing entity, though it could also be the
responsibility of an existing state entity (like one of the aforementioned executive branch agencies).

Participant Eligibility and Application Requirements

If the study committee chooses to pursue legislation establishing a Wisconsin regulatory Al sandbox,
members could consider what should be required for participant eligibility and application information.

Possible legislation could prescribe specific minimum eligibility criteria for participation in a Wisconsin
Al regulatory sandbox. Some options for eligibility criteria include:

e Proof of financial stability.
e Proof of technical expertise.

e Disclosure of any legal actions against the participant or its key personnel. Legislation could
explicitly prescribe types of legal actions that would disqualify a participant or leave that decision to
the discretion of the overseeing entity.

e Proof of compliance with applicable laws.

1 One member suggested the committee ensure that a Wisconsin regulatory Al sandbox be aligned with the State Medical
Examining Board. [Public Member Mattson.]
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In addition to participant eligibility criteria, the study committee could identify specific information
that an applicant must provide to the overseeing entity during the application process. Some options for
application requirements include:

A detailed description of the Al technology to be tested and its intended use.

Identification of the risks of the AI technology to be tested and deployed through the regulatory
sandbox.

A description of the benefits of the AI technology to be tested and an explanation weighing the likely
benefits against the identified risks of the Al technology.

A plan for monitoring the Al technology during testing and deployment.

A plan for mitigating the foreseeable harms of the AI technology.

A plan for ensuring data security.

Identification of the laws or regulations that the participant is seeking regulatory relief from.

Payment of a fee, which could be set by either statute or an entity overseeing the sandbox.

Approval Procedure

The study committee could consider whether it would like to require the overseeing entity to follow a
specific participation approval procedure. In any case, approval for participation in a Wisconsin Al
regulatory sandbox will require collaboration and support from the state entity the participant is
seeking regulatory relief from; members could consider outlining what this consultation process
between the overseeing entity and relevant state agencies looks like. Additionally, in developing an
approval procedure, members could consider the following:

How the overseeing entity should evaluate applicants requesting the ability to participate in the
sandbox. The study committee could consider whether there are certain values or principles that
should guide the overseeing entity’s decisions. For example, considerations? could include any of the
following items:

o The intended benefit of the AI technology.

The anticipated improved access to care the AI technology would provide.
The cost of the AI technology.

The consequences if the Al technology is not adopted.

The consequences if the use of the AI technology fails in any way.

The interaction of the AI technology with existing laws and regulations.

The outcomes from prior validation exercises.

The risks that may be amplified if the use of the AI technology is authorized.

o O O O O o o O

The safeguards and controls that have been proposed.

2 Adapted, in part, from the letter from Public Member Boge to Margit Kelley, Emily Hicks, and Patrick Ward (Aug. 20, 2026).
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o The identification of who is accountable for use case decisions, monitoring of the AI technology,

and escalating, correcting, and responding to an abnormal event or use of the AI technology.

o The determination of appropriate monitoring of the Al technology during deployment, including
triggers for revalidation.

How a determination regarding the final decision on participation in the sandbox would be made.
Furthermore, if the overseeing entity is a council or board, the study committee should consider
how many votes should be required for the approval of an applicant for participation in the
sandbox.

What terms should be included in a regulatory mitigation agreement between the overseeing entity,
relevant state agencies, and sandbox participant. Possible terms include:

o Limitations on the scope and use of the participant’s technology (e.g., the number and types of
users and the geographic limitations).

o Safeguards that the participant will implement.
o A plan for testing and monitoring the Al technology.

o Limitations on the length of time that a regulatory mitigation agreement can be in effect (e.g., up
to 12 months, with one or more possible 12 month extensions).

o Record retention requirements.

o Arequirement for the participant to seek or participate in any research conducted by an
institution of higher education.

Additional parameters that may be established by the overseeing entity by administrative rule.

Reporting Requirements

The study committee could also consider whether to require sandbox participants to report to the
overseeing entity and then require the overseeing entity to report to the Legislature. Members could
consider what specific information should be reported, as well as the frequency with which information
should be reported.

Possible reporting requirements for sandbox participants include the following;:

Immediate reporting of any incidents resulting in consumer harm, privacy breach, or unauthorized
data usage.

Metrics for the Al technology’s performance.
Updates on how the AI technology mitigates any risks associated with its operation.

Feedback from consumers and affected stakeholders that are using the AI technology.

Alternatively, the study committee could require the overseeing entity to determine reporting
requirements through administrative rulemaking or through each regulatory mitigation agreement.

Possible reporting requirements for the overseeing entity include the following:

The number of sandbox applicants.

The number of sandbox participants.

A description of the Al technologies tested in the sandbox.

The overall performance and impact of the AI technologies tested in the sandbox.

Recommendations on changes to laws or regulations for future legislative consideration.
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Examples of Regulatory Sandbox Models From Other States

Utah [Utah Code Ann. ch. 13-72]

Utah’s regulatory sandbox is overseen by the Office of Artificial Intelligence Policy (OAIP), an office
within Utah’s Department of Commerce. OAIP is led by a director who is appointed by the Utah
Department of Commerce’s executive director.

To be eligible for regulatory mitigation under the sandbox, a participant is required to demonstrate to
OALIP all of the following: (1) the participant has the technical expertise and capability to responsibly
develop and test the proposed Al technology; (2) the participant has sufficient financial resources to
meet obligations during testing; (3) the AI technology provides substantial consumer benefits that may
outweigh identified risks from mitigated enforcement of regulations; (4) the participant has an effective
plan to monitor and minimize identified risks from testing; and (5) the scale, scope, and duration of
proposed testing is appropriately limited based on risk assessments.

Under Utah Admin. Code R166-72-4 (1), OAIP may consider the following criteria in determining
whether to accept an applicant to participate in its regulatory sandbox: (1) Whether the applicant’s
expertise or business activity is reasonably connected to potential regulation or legislation as it relates
to the office’s learning agenda; (2) the applicant’s nexus to the state; (3) the applicant’s regulatory or
criminal history, including any violations of state or federal law; and (4) any other relevant factors.

A regulatory mitigation agreement between a sandbox participant, OAIP, and relevant state agencies
must specify all of the following;:

e Limitations on the scope of the use of the participant’s Al technology, including the number and
types of users, geographic limitations, and any other limitations to implementation.

e Safeguards to be implemented.

e Any regulatory mitigation granted to the applicant.

The initial term of a regulatory mitigation agreement between a sandbox participant, OAIP, and
relevant state agencies may not exceed 12 months; the participant can request a single 12-month
extension.

The OAIP is required to provide an annual report to the Business and Labor Interim Committee
containing information about OAIP’s work, including the findings, participation, and outcomes of the
sandbox program and recommended legislation from those findings.

Sandbox participants are required to immediately report to OAIP any incidents resulting in consumer
harm, privacy breach, or unauthorized data usage.

Texas [Tex. Bus. & Com. Code Ann. ch. 553.]

Texas’s sandbox is overseen by the Texas Department of Information Resources. When applying to the
sandbox, an applicant must provide all of the following information:

e A detailed description of the Al system the applicant desires to test in the program and its intended
use.

e A benefit assessment that addresses the potential impacts on consumers, privacy, and public safety.

e The applicant’s plan for mitigating any adverse consequences that may occur during the testing of
the Al system.

e Proof of compliance with any applicable federal Al laws and regulations.


https://le.utah.gov/xcode/Title13/Chapter72/13-72.html?v=C13-72_2024050120240501
https://adminrules.utah.gov/public/rule/R166-72/Current%20Rules?searchText=learning%20laboratory
https://statutes.capitol.texas.gov/docviewer?docName=BC.553.htm
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An approved sandbox participant may test and deploy an Al system in the sandbox for no more than 36
months; this period can be extended by the Department of Information Resources upon a finding of
good cause for the test to continue.

Sandbox participants are required to provide a quarterly report to the Department of Information
Resources that includes the following information:

e Metrics for the Al system’s performance.
e Updates on how the AI system mitigates risks associated with its operation.

e Feedback from consumers and affected stakeholders that are using an Al system tested in the
sandbox.

The Department of Information Resources is required to provide an annual report to the Texas
Legislature that includes the following information:

e The number of program participants testing an Al system in the sandbox.
e The overall performance and impact of Al systems tested in the sandbox.

e Recommendations on changes to laws or regulations for future legislative consideration.
Delaware

The Delaware Artificial Intelligence Commission has drafted proposed legislation that would create an
Al regulatory sandbox specifically to test agentic Al. Under the proposed legislation, the sandbox is
overseen by a Sandbox Committee chaired by the Delaware Secretary of State who also acts as the
sandbox administrator.3 The sandbox exists only for a limited period of time; specifically, the sandbox
ceases to exist 30 months after its initial implementation.

A sandbox applicant must provide all of the following information:

e The applicant’s personal and contact information, including a designated point of contact.

e Disclosure of all criminal convictions, civil judgments, administrative investigations, sanctions,
enforcement actions, or regulatory proceedings, in Delaware or another jurisdiction, concerning the
applicant and the applicant’s key personnel, including the applicant’s point of contact.

e A description of the Al technology to be tested, including information regarding how the AI
technology would benefit the public, how the AI technology would be subject to regulation in the
absence of the sandbox, the risks of the AI technology, how the applicant’s participation in the
regulatory sandbox would enable a successful test of the AI technology, and how the applicant will
ensure data security.

e A description of the proposed plan for testing the AI technology within the sandbox environment.

e A plan for how the eligible sandbox applicant will end the test of the AI technology under various
circumstances.

3 Under the draft legislation, the Sandbox Committee membership consists of voting members and nonvoting members. Voting
members include: the Delaware Secretary of State, the Delaware Attorney General, the Chief Justice of the Delaware
Supreme Court, the Artificial Intelligence Commission chair, two individuals appointed by the Governor of Delaware who are
licensed to practice law in the state, two individuals appointed by the Governor of Delaware who have experience in
developing or implementing AI, and two individuals appointed by Delaware’s Secretary of State. Nonvoting members
include: a majority caucus member of the Delaware House of Representatives, appointed by the Speaker; a minority caucus
member of the Delaware House of Representatives, appointed by the Speaker; a majority caucus member of the Delaware
Senate, appointed by the President Pro Tempore; and a minority caucus member of the Delaware Senate, appointed by the
President Pro Tempore.


https://www.dandodiary.com/wp-content/uploads/sites/893/2026/07/Draft-Delaware-Bill-Artificial-Intellgence-Company-1.pdf
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e A description of any commercial obligations the applicant anticipates would exist beyond the
regulatory sandbox period and the applicant’s plan for continuing to fulfill the commercial
obligation in the absence of the applicant’s participation in the regulatory sandbox.

e Alist of each code, provision, regulation, or licensing requirement the applicant is seeking to be
exempted from while participating in the regulatory sandbox.

e Proof that the applicant is adequately financed.

e A sworn acknowledgment as to specified legal responsibilities and terms of participation.

After reviewing an applicant’s application and consulting with the relevant state agencies, the sandbox
administrator is responsible for making a recommendation to the Sandbox Committee regarding the
approval, denial, or deferral of the application. This must be done within 10 days of an applicant filing
an application for the sandbox program. The Sandbox Committee, in consultation with the relevant
state agencies, is responsible for the final approval of applicants for participation in the regulatory
sandbox and the approval or denial of an application must generally be made within 30 days of the
filing of the application, though an extension is permitted.

A sandbox participant is required to make all relevant records available for audit by the sandbox
administrator upon request. Relevant records must be retained for at least two years after the
conclusion of the participant’s participation in the sandbox. Furthermore, each sandbox participant
must provide periodic reports to the sandbox administrator regarding the applicant’s participation in
the sandbox. If an adverse event occurs, a sandbox participant must promptly notify the sandbox
administrator.

Only specific parties are allowed to test the AI technology in the sandbox environment; the general
public is not involved. Testing must also be completed within 24 months of the date the sandbox
administrator issues the participant a registration number.

No later than six months after the conclusion of the final regulatory sandbox period, the Sandbox
Committee is required to prepare and publish a final report on its findings and recommendations. This
report must be submitted to various members of the Delaware Legislature, the Governor of Delaware,
and the director of the Delaware Public Archives.

STATE ASSESSMENT AND APPROVAL OF PRIVATELY OPERATED SANDBOX
ENVIRONMENTS

In the context of computer programming, a “sandbox” refers to a controlled digital environment in
which applications can be tested without affecting existing operations. While they share a name with
regulatory sandboxes, these sandbox environments are designed for closed, controlled testing of
applications, whereas regulatory sandboxes allow for the testing of applications in the real world under
the close supervision of a government entity.

Referring to these sandbox environments rather than regulatory sandboxes, one member suggested the
committee consider establishing a clear certification, inspection, and approval framework for privately
operated sandboxes. The state would not operate a sandbox environment itself, but would instead
create minimum standards for privately owned sandbox environments, inspect implementation of those
sandbox environments, and approve and periodically assess the environments for compliance. [Public
Member Fung.]
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