R

S ~ coretelligent
U g

— Coretelligent Whitepaper

Al Governance
Blueprint for the C-Suite

Strategic Guide to Securely Governing Microsoft 365 Copilot in
Regulated Industries



This blueprint provides Chief Executives with a comprehensive
guide to Al governance for mid-sized, regulated organizations.
It outlines the executive roles in establishing Al governance,
highlights how tools like Microsoft Purview support compliance
for Al solutions, and details why Microsoft 365 Copilot must be
governed securely. We reference key regulatory frameworks
(SOX, HIPAA, GDPR, NIST Al RMF, ISO 42001) and offer
actionable steps to operationalize governance. Internal links

to Coretelligent services and external references (such as
Microsoft and NIST) are included for further exploration.

The tone is consultative and authoritative, aligning with
Coretelligent’s expertise in cybersecurity and compliance.
Each section also features callouts—such as statistics, insights,
or quotes—to underscore critical points and provide quick
takeaways for busy executives.
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Insight:

65% of organizations

are now regularly using
generative Al—nearly
double last year’s
figure—while Al-related
regulationsin the U.S.
jumped by 56% in one year.
This surge highlights the
importance of proactive
Al governance for today’s
enterprises.
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Al

The Executive Imperative
for Al Governance

Alis transforming business operations and competitive landscapes, but
its rapid adoption comes with amplified governance and compliance
challenges. For mid-sized firms in financial services, life sciences,
business services, and AEC, the stakes are exceptionally high. These
organizations operate under strict regulations and handle sensitive
financial, health, and client data. Enthusiasm for Al, like deploying
Microsoft 365 Copilot for productivity gains, must be balanced with
robust oversight. Without effective governance, companies risk ethical
lapses, regulatory violations, data breaches, and reputational damage.
CISOs and COOs are on the front lines of this balancing act, tasked
with enabling Al innovation and ensuring that security and compliance
fundamentals are not compromised.

Mid-sized enterprises often have fewer resources to absorb mistakes,
making governance a critical strategic priority. Establishing a clear Al
governance framework provides the “guardrails” to mitigate risks, from
biased Al outputs to cybersecurity vulnerabilities. This introduction
sets the stage for why Al governance for CISOs and COOs is not just

a checkbox exercise, but a foundational element of trustworthy Al
adoption.

Stat:

Approximately

86% of ClOs have
implemented formal
Al policies in their
organizations, and
60% of CEOs are
exploring additional
Al governance
measures. Top
leadership recognizes
that pairing Al
ambition with
accountability is no
longer optional—it’s
essential for success.
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C-Suite: Champions
of Al Governance

In regulated mid-sized organizations, executives must partner closely
to champion Al governance from both security and operational
perspectives.

The CISO’srole is to integrate Al initiatives into the company’s security
and compliance posture. This includes assessing Al-related risks,
updating cybersecurity policies to cover Al usage, and ensuring that
controls such as data loss prevention and access management extend to
tools like Microsoft 365 Copilot. The CISO should lead the development
of Al-specific governance policies and audit frameworks, leveraging
expertise in regulatory compliance and threat mitigation. Active
leadership from the CISO ensures that generative Al deployments do not
outpace the organization’s ability to secure them.

The COO, on the other hand, ensures that Al governance is embedded
into operational workflows and corporate strategy. As the executive
overseeing day-to-day operations, the COO must strike a balance
between innovation and risk management. This involves coordinating
cross-functional governance efforts—bridging IT, legal, compliance,
and business units—to establish oversight mechanisms, such as Al
governance committees and review boards. The COQO’s involvement
guarantees that Al use cases (from automating customer reports to
analyzing financial data with Copilot) align with business objectives and
ethical standards.

Together, the CISO and COO set the tone for a culture of responsible
Al, communicating expectations from the boardroom to the front
lines, enforcing accountability, and allocating resources for governance
activities such as training and continuous monitoring. Their joint
advocacy is crucial to ensure that Al systems deliver value safely and in
compliance with all applicable requirements.
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Insight:

“Al governance
provides the
guardrails to mitigate
risks. It encompasses
establishing
principles for

ethical Al (fairness,
transparency,
privacy), setting
policies around

data usage, and
ensuring compliance
with emerging
regulations.”

This perspective
highlights the
importance for
CISOs and COOs

to establish clear
guardrails before
widespread
deployment of Al.




Navigating Regulatory
Frameworks (SOX, HIPAA, GDPR,
NIST AIRMF, ISO 42001)

A core pillar of Al governance is alignment with relevant regulatory and
industry frameworks. CISOs and COOs require a working knowledge

of these frameworks to ensure that Al deployments meet legal
requirements and adhere to best practices. In the financial services
industry, the Sarbanes-Oxley Act (SOX) mandates controls over
financial reporting data. Any Al, such as Copilot, that generates or
accesses such data must preserve the integrity and auditability of the
records. HIPAA, crucial for the life sciences and healthcare, requires
safeguarding electronic health information. Using Copilot with patient
data demands strict access controls and audit trails to maintain HIPAA
compliance. GDPR and other global privacy laws impose duties to protect
personal data and honor data subject rights. If Copilot or Al systems
handle the personal data of EU residents, organizations must ensure
proper data handling, transparency, and a lawful basis for processing,

or face substantial fines. Microsoft confirms that Microsoft 365 Copilot
adheres to Microsoft’s existing privacy and security commitments,
including GDPR and EU Data Boundary requirements. However, ultimate
responsibility lies with the organization to use Copilot in a compliant
manner, configuring it within those legal parameters.

Beyond these sector-specific laws, new Al-focused governance
frameworks have emerged. The NIST Al Risk Management Framework
(RMF) provides a flexible, risk-based approach for building trustworthy Al
systems. It emphasizes practices for identifying, assessing, and mitigating
Al risks across the Al lifecycle. Meanwhile, ISO/IEC 42001:2023 is an
international standard for Al management systems, providing structured
guidelines for managing Al risks and quality in a consistent, auditable
manner. Neither NIST Al RMF nor ISO 42001 is legally mandatory, but
they represent consensus best practices and are increasingly referenced
by regulators and industry groups. Microsoft’s compliance tools reflect
this trend: Microsoft Purview Compliance Manager now provides pre-
built assessment templates for NIST AIRMF 1.0 and ISO 42001, as well as
templates for regulations such as the EU Artificial Intelligence Act. This
allows organizations to benchmark their Copilot and Al deployments
against these frameworks and generate evidence of compliance.
Executives should map their Al governance policies to both traditional
regulations (SOX, HIPAA, GDPR) and emerging Al frameworks (NIST RMF,
ISO 42001) to ensure a holistic compliance posture.
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Stat:

Microsoft Purview
Compliance Manager
includes out-of-the-
box assessments

for NIST AIRMF

1.0 and ISO/IEC
42001:2023, as well
as the EU Al Act.

This indicates how
rapidly Al governance
standards are being
codified - and
provides a ready

tool for measuring
your organization’s
adherence to them.
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Governing Microsoft 365 Copilot:
Security and Compliance
Considerations

Microsoft 365 Copilot introduces powerful Al-driven capabilities by
leveraging organizational data, but it also introduces new governance
considerations. By design, Copilot has access to all content that a user can
access via Microsoft Graph, including emails, documents, chats, and more.
This “Al everywhere” access model can inadvertently expose confidential
information to users who shouldn't see it if underlying permissions

and data governance are not adequately established. In other words,
Copilot can “spell the end of security by obscurity”, potentially exposing
sensitive data that was previously hard to find. To govern Copilot securely,
organizations must double down on fundamental security practices:
rigorously audit user permissions, adopt least-privilege access, and ensure
sensitive data is labeled and protected. Suppose a SharePoint team site
contains financial data. In that case, it should have sensitivity labels and
restricted access before enabling Copilot, so that Copilot cannot retrieve
and reveal that data to unauthorized users.

It’s equally essential to configure Copilot usage policies. Through the
Microsoft 365 Admin Center, CISOs and COOs can limit access to Copilot
within the organization, initially granting it only to approved users or groups.
They should establish clear acceptable use guidelines for employees
interacting with Copilot, including prohibitions on inputting certain types of
sensitive data into prompts and instructions on validating Copilot’s outputs
for accuracy and compliance. Monitoring and auditing Copilot’s activities

is crucial. Microsoft 365 provides audit logs that capture user prompts

and Copilot responses, which should be regularly reviewed for anomalies

or potential policy violations. Copilot’s design respects existing security
controls (it will only surface data a user already has permission to see), and
itis built with privacy in mind (Copilot does not use customer prompts or
data to train the underlying models). However, as one industry analysis put
it, Copilot is still just a tool - even if it's built with compliance in mind, it’s
possible to use itin a non-compliant way. Therefore, strong governance
around its deployment and use is non-negotiable. By instituting strict
controls and continuous oversight, CISOs and COOs can leverage the
benefits of Microsoft 365 Copilot while preventing data leaks, compliance
failures, or the misuse of Al-generated content.

AN

Warning:

“Without strict
governance,
organizations

risk data leaks,
compliance
violations, and
reputational harm.
To safeguard data
and reduce exposure,
leaders must

build Al-specific
governance policies,
audit permissions
thoroughly, and
enforce least-
privilege access.”
This highlights the
key steps security
leaders should take
before enabling
Copilot enterprise-
wide.




How Microsoft Purview Enables
Al Compliance and Risk Management

Microsoft Purview serves as the backbone for data security, compliance, and governance in the Microsoft
365 ecosystem, playing a pivotal role in governing Copilot and other Al applications. Purview is an
integrated suite of solutions designed to “discover, protect, and manage information wherever it resides”.
For organizations adopting Copilot, Purview extends your existing compliance controls into the realm of Al.
Key Purview capabilities help ensure that Copilot’s use of data remains compliant and secure:

Data Discovery & Classification:

Purview’s data catalog and scanning tools identify where sensitive data (such as financial
records, PHI, and personal data) is stored across on-premises and cloud sources. By
automatically tagging data with sensitivity labels (e.g., Confidential, Highly Regulated),
Purview ensures Copilot recognizes and respects those classifications. Labeled content
carries encryption and access restrictions that Copilot will honor, preventing unauthorized
exposure of sensitive information.

Data Loss Prevention (DLP):

Existing Purview DLP policies for email, Teams, SharePoint, and other applications can be
extended to Copilot’s activities. For instance, if a user attempts to copy protected health
information into a Copilot prompt, DLP can block that action or require justification.
Administrators can also set rules to completely disallow Copilot from processing content with
specific sensitive labels (ensuring, say, that “Top-Secret” documents are never fed into Al).

Communication Compliance:

Purview’s communication compliance module can monitor both user prompts to Copilot

and Copilot’s generated outputs for inappropriate or sensitive content. This is vital in
regulated industries; for example, a bank using Copilot must detect if someone tries to
prompt it to reveal client Pll or if the Al’'s response includes language that violates SEC/FINRA
communication rules. Real-time or near-real-time monitoring allows compliance officers to
spot and remediate issues before they escalate.

Insider Risk & Audit:

Purview’s Insider Risk Management now includes Al-specific risk indicators, helping identify
employees who might misuse Al tools (intentionally or accidentally) in ways that endanger the
company. Coupled with Adaptive Protection, Purview can automatically tighten DLP controls
for users exhibiting risky behavior. Meanwhile, Purview Audit logs all Copilot interactions
(prompts and responses), and Purview eDiscovery can preserve and retrieve these records.
This isinvaluable for investigating incidents or fulfilling legal and regulatory inquiries about Al
usage.

Compliance Manager & Reporting:

As mentioned, Purview Compliance Manager provides templates for frameworks such

as GDPR, HIPAA, NIST Al RMF, and ISO 42001, among others. Using these templates, a
CISO/COOQ can assess the organization’s controls related to Al and track progress toward
compliance. Purview also provides dashboards and reports (for example, Data Security
Posture) to visualize Al-related risks such as oversharing of sensitive data via Copilot. These
reports help quantify risk and inform decision-makers, turning governance into a business
enabler rather than a blocker.
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By leveraging Microsoft Purview, CISOs and COOs gain a comprehensive toolkit to enforce Al policies,
monitor compliance in real-time, and demonstrate to auditors and regulators that Copilot is being used
responsibly. Purview effectively acts as the “Al guardrail system,” complementing Copilot’s capabilities to
enable productivity through Al within a controlled and compliant framework. As Microsoft states, without
such governance foundations, an Al program can be halted before it even launches if teams cannot
demonstrate risk mitigation. Purview helps provide that assurance.

Compliance Assurances:

Microsoft 365 Copilot inherits Microsoft's compliance certifications. It is covered under
Microsoft’'s commitments to frameworks like GDPR and supports HIPAA compliance when
properly configured. Copilot’s design ensures no data is used to train public models, and it
operates within the enterprise compliance boundary. Utilizing Purview’s controls maximizes these
assurances by adding organization-specific safeguards on top of Microsoft’s built-in protections.
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Actionable Steps: Governing
Copilot and Purview at the Operational Level

With an understanding of roles, regulations, and tools, CISOs and COOs should implement a structured
action plan to effectively govern Microsoft 365 Copilot and Purview. The following strategic steps provide a
blueprint for operationalizing Al governance:

Establish an Al Governance Committee:

Form a cross-functional team (including IT, security, compliance, legal, data, and business
leaders) to define Al usage policies and oversee Copilot deployment. This committee sets the
tone at the top, approves Al use cases, and periodically reviews Al activities for alignment with
corporate policies.

Conduct Risk & Readiness Assessments:

Before enabling Copilot, perform a thorough assessment of data readiness and risk. [dentify
what sensitive data could be accessed by Copilot and ensure it is appropriately labeled and
access-controlled. Use the NIST Al RMF as a guide to evaluate the potential ethical and
operational risks associated with planned Al use cases, and document mitigation measures for
each identified risk.

Map to Regulatory Requirements:

Align Copilot usage with compliance obligations. For each relevant regulation, determine the
specific controls required. For instance, for HIPAA, verify that all ePHI is stored and processed
in a manner consistent with privacy rules (e.g., enabling Purview’s audit logging for all Copilot

interactions involving health data). Leverage Purview Compliance Manager’s assessments to

track these controls.

Configure Purview Controls for Copilot:

Work with IT to extend Microsoft Purview’s data protection policies to Copilot. This includes
activating relevant DLP policies for Copilot inputs/outputs, enabling sensitivity labels on all
SharePoint/OneDrive content, setting up communication compliance policies for generative
Al communications, and turning on Audit and eDiscovery for Copilot-related data. Ensure that
Adaptive Protection and insider risk analytics are tuned to include Al usage signals.

Pilot with a Limited Rollout:

Do not enable Copilot for the entire organization at once. Start with a controlled group of
users or a specific department. This allows the CISO/COOQ team to monitor Copilot’s behavior
and gather feedback. During this pilot, closely watch the Purview dashboards for any unusual
activity (e.g., spikes in sensitive data access via Copilot) and adjust policies as needed.

Train Employees and Update Policies:

Provide mandatory training for all Copilot users on Al acceptable use policies, data handling
do’s and don’ts, and how to securely interact with Al. Update your Employee Handbook or
IT use policy to incorporate Al usage guidelines. Emphasize that while Copilot can boost
productivity, users are accountable for verifying its outputs and using it in compliance with
security policies. Create a clear reporting process for any Al-related incidents or suspected
misuse.
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Continuous Monitoring and Improvement:

Al governance is not a one-time set-and-forget. Have the governance committee meet
regularly (e.g., monthly) to review Copilot usage logs, incident reports, and new risk insights.
Leverage Purview’s ongoing risk analytics - for instance, oversharing reports or flagged
communications - to pinpoint areas for improvement. If new regulatory guidance or Al
features emerge (which is likely given the evolving Al landscape), update your controls
accordingly. Maintain an audit-ready posture with documentation of all Copilot-related
compliance measures.

Engage External Expertise as Needed:

@ If your organization lacks in-house expertise in Al risk or compliance, consider partnering
with specialists. Services like Coretelligent’s Outsourced CISO Services can provide vCISO
guidance on advanced cybersecurity and compliance strategies, while Compliance Solutions
offerings can help fulfill complex regulatory data-handling requirements. External experts can
also assist with framework implementations (e.g., mapping processes to ISO 42001 or NIST
RMF) and technology configuration for Purview and M365 Copilot.

By following these steps, an organization creates a defensible and proactive governance model. The aim

is to enable Copilot’s transformative benefits (automation of workflows, enhanced decision support, user
productivity gains) while maintaining control over data and compliance. Each step should be tailored to the
organization’s size, industry, and risk appetite, but collectively they form a robust approach to operational Al
governance.

S . Strategic Tip:

@ Governance should be seen as an enabler, not an obstacle. Companies that rigorously
= govern Al “experience higher trust from customers and regulators, which in turn
accelerates the adoption of Al”. A well-governed Copilot deployment can become a
competitive advantage, demonstrating your firm’'s commitment to responsible innovation.




Future-Proofing
Al Initiatives with Coretelligent

Al adoption in the enterprise is only set to increase, and with it, the
scrutiny from regulators, customers, and boards will intensify. For
CISOs and COOs, establishing a strong Al governance program now
is essential to future-proof the organization. It builds a foundation

of trust and accountability that will carry through as Al technologies
evolve. When auditors ask how your company ensured Copilot

didn't leak financial data, or when a client asks about your Al’s ethical
safeguards, you will have solid answers backed by documented
policies and Microsoft Purview’s evidence. Governance transforms Al
from a risky venture into a strategic asset, enabling confident growth
through Al-driven innovation. By investing in governance, you're not
halting progress - you’re ensuring progress can continue sustainably,
without the setbacks of compliance failures or security incidents.

Coretelligent stands ready to assist in this journey. With deep
expertise in cybersecurity, compliance, and IT strategy, we help
organizations implement the practices outlined in this blueprint.
From vCISO advisory services that guide your Al risk management
strategy, to hands-on compliance solutions aligning Microsoft 365
configurations with SOX, HIPAA, and GDPR mandates, our team

can augment your capabilities. We bring knowledge of frameworks
like NIST Al RMF and ISO 42001 into practical execution, ensuring
your Microsoft 365 Copilot deployment meets both your business
objectives and oversight obligations. Furthermore, Coretelligent’s Al
& Emerging Technologies advisory can help integrate Al responsibly
into your operations, designing workflows that leverage Copilot’s
power within a secure, governed model.

In closing, Al governance for CISOs and COOs is a strategic
imperative, not just a compliance task. Leaders who act decisively
to build governance structures will position their organizations to
embrace Al confidently and ethically. As you evaluate Microsoft
365 Copilot and Microsoft Purview, use this blueprint to guide your
decisions and implementation roadmap. With the right governance
in place, you can unlock Al’s full potential to drive innovation and

efficiency—while safeguarding your enterprise’s integrity, security, and

compliance every step of the way.

66

“Al governance
transforms Al from
arisky betinto a
strategic asset. It
enables leaders
to unlock Al’s full
potential - improving
products, decision-
making, and services
- while safeguarding
the enterprise’s ethics
and reputation...
By investing in Al
governance now,
organizations set
the foundation for
sustainable, confident
growth through Al”
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Internal Resources:

Explore Coretelligent’s offerings like Outsourced CISO Services for expert cybersecurity
leadership and Compliance Solutions for meeting regulatory IT requirements. Our team
can help tailor an Al governance program to your needs.

External References:

Learn more about Microsoft’s own guidance on Copilot security (see Microsoft’s Data,
Privacy, and Security for M365 Copilot documentation) and the NIST Al Risk Management
Framework (NIST Al RMF 1.0) for managing Al risks. Leverage these resources in
conjunction with this blueprint to stay current on best practices and emerging standards in
Al governance.

Secure Your Integration Today
& ©
Email: Schedule a Discovery Call: Call:
info@coretelligent.com https://coretelligent.com/ 855.841.5888

contact



