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May 13, 2025

John Formella William Tong

President President Elect

National Association of Attorneys General National Association of Attorneys General
1850 M St NW, 12th floor 1850 M Street NW, 12th floor
Washington, DC 20036 Washington, DC 20036

Re:  Federal Preemption of AI Enforcement at the State Level in House Budget
Reconciliation Bill

Dear President Formella and President-Elect Tong,

We write from the Center for Al and Digital Policy (“CAIDP”) to ask the National
Association of Attorneys General (NAAG) to oppose a provision in the House Budget
Reconciliation Bill that would preempt state regulation and enforcement of any law concerning
Artificial Intelligence. We believe the proposal is short-sighted, ill-conceived, and a direct threat
to the ability of state Attorneys General to safeguard their constituents.

The CAIDP is an independent, non-profit organization based in Washington, DC.!
CAIDP’s mission is to ensure that artificial intelligence (Al) serve the public interest based on
fundamental rights, democratic institutions, and the rule of law. We publish two of the leading
reference books on Al policy: The AI and Democratic Values Index and the AI Policy
Sourcebook.

Over the last several years, we have advised many Congressional committees and federal
agencies on the need to develop necessary safeguards for Al services. We have consistently
advocated for strong consumer protection and innovative state regulation to combat the risks and
harms of Al-based services.?

In testimony before the House Oversight Committee, CAIDP President Merve Hickock
said plainly:

We do not have the guardrails in place, the laws that we need, the public education,
or the expertise in government to manage the consequences of the rapid changes

! CAIDP, https://www.caidp.org/about-2/
2 CAIDP, Statements, https://www.caidp.org/statements/
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that are now taking place. . . . Internationally, we are losing Al-policy leadership.
Domestically, Americans say they’re more concerned than excited about AlL>

Following Ms. Hickok’s testimony, CAIDP filed a detailed Complaint with the FTC
concerning OpenAl and ChatGPT.* The Complaint (and the following Supplements) identified
many problems with OpenAl's business practices under Section 5 of the FTC Act and guidance on
Al products.’ The New York Times and the Wall Street Journal reported that the FTC issued a civil
investigative demand to OpenAl, citing concerns of consumer deception, data privacy, and public
safety, but the agency failed to take final action in the CAIDP matter.

The FTC’s inaction in our case, combined with Congress's inability to enact necessary
safeguards for Al services, has left American consumers in a precarious situation. We now look to
the states to enact and enforce necessary safeguards for Al services. However, the House is seeking
to eviscerate the ability of the states to safeguard the public. The proposed provision:

Subsection (c) states that no state or political subdivision may enforce any law or
regulation regulating artificial intelligence models, artificial intelligence systems,
or automated decision systems during the 10-year period beginning on the date of
the enactment of this Act. (emphasis added)’

3 Testimony and statement for the record of CAIDP President Merve Hickok, Advances in Al: Are We Ready for a
Tech Revolution? House Committee on Oversight and Accountability: Subcommittee on Cybersecurity, Information
Technology, and Government Innovation, Mar. 8, 2023, https://oversight.house.gov/hearing/advances-in-ai-are-we-
ready-for-a-tech-revolution/

4 CAIDP, In Re OpenAl, Complaint (2023), https://www.caidp.org/app/download/8450269463/CAIDP-FTC-
Complaint-OpenAI-GPT-033023.pdf.

5 Iid.

® Federal Trade Commission, Civil Investigation Demand Schedule FTC File No. 232-3044.
https://www.caidp.org/app/download/8467488463/FTC-CID-OpenAI-CAIDP.pdf; see also, CAIDP, Complaint to
the FTC - In re OpenAlI and ChatGPT, Mar. 30, 2024, https://www.caidp.org/app/download/8450269463/CAIDP-
FTC-Complaint-OpenAI-GPT-033023.pdf; New York Times, F.T.C. Opens Investigation Into ChatGPT Maker Over
Technology s Potential Harms, Jul. 13, 2023, https://www.nytimes.com/2023/07/13/technology/chatgpt-
investigation-ftc-openai.html; The Wall Street Journal, ChatGPT Comes Under Investigation by the Federal Trade
Commission, Jul.13, 2023, https://www.wsj.com/articles/chatgpt-under-investigation-by-ftc-21e4b3ef

7 United States House of Representatives, Energy and Commerce Committee, Majority Memorandum — Full
Committee Markup on May 13, 2025, pg. 9, https://docs.house.gov/meetings/IF/IF00/20250513/118261/HMKP-119-
1F00-20250513-SD003.pdf; United States House of Representatives, Energy and Commerce Committee, Committee
Print, Providing for reconciliation pursuant to H. Con. Res. 14, the Concurrent Resolution on the Budget for Fiscal
Year 2025, https://d1dth6e84htgma.cloudfront.net/Subtitle C_Communications_4e3fbcc3be.pdf
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This language appears to preclude state regulation or remedies for intentional conduct that
causes discrimination, economic damage, injury, or deaths.® This language could even preempt
state common-law claims.’

State Attorneys General, as representatives of public interest, have carried out bipartisan
enforcement to protect their constituents, safeguard public safety, and address the novel risks of
emerging technologies in the face of rapid development and deployment of Al products in
downstream consumer-facing services. Currently, State Attorneys General are conducting
proceedings in relation to DeepSeek,!? Character.ai,'! OpenAlL'? Clearview AL'!? RealPage,!'* and
Meta.!> The National Association of Attoneys General has issued policy letters urging Congress
to study Al and its harmful effects on children through CSAM, ! and to require the surgeon general
to issue a warning on all algorithm-driven social media platforms.!”

8 1d.

° Dan Schweitzer, Supreme court counsel, National Attorneys General, Training and Research Institute, The Law of
Preemption, National Association of Attorneys General, Oct. 2011, pg. 15, https://www.naag.org/wp-
content/uploads/2020/10/The-Law-of-Preemption-2d-ed.-FINAL.pdf

10 Ken Paxton, Attorney General of Texas, Attorney General Ken Paxton Announces Investigation into

DeepSeek and Notifies the Chinese AI Company of its violation of Texas State Law, Press Release, Feb.

14, 2025, https://www.texasattorneygeneral.gov/news/releases/attorney-general-ken-paxton-announces-
investigation-deepseek-and-notifies-chinese-ai-company-its

1 Ken Paxton, Attorney General of Texas, Attorney General Ken Paxton Launches Investigations into Character. Al
Reddit, Instagram, Discord, and Other Companies over Children's Privacy and Safety Practices as Texas Leads the
Nation in Data Privacy Enforcement, Press Release, Dec. 12, 2024,
https://www.texasattorneygeneral.gov/news/releases/attorney-general-ken-paxton-launches-investigations-
characterai-reddit-instagram-discord-and-other

12 CalMatters, California is investigating OpenAl's conversion to a for-profit company, Jan. 23, 2025,
https://calmatters.org/economy/technology/2025/01/openai-investigation-california/

13 Charity R. Clark, Office of the Vermont Attorney General, Attorney General Clark Refiles Lawsuit Against
Clearview Al for Violations of Consumer Protection Act,

14 Anthony G. Brown, Maryland Attorney General, Attorney General Brown Sues RealPage and Residential
Landlords for Illegally Raising Rent for Thousands of Maryland Residents through Price-Fixing Scheme, Press
Release, Jan.15, 2025, https://www.marylandattorneygeneral.gov/press/2025/011525a.pdf; Rob Bonta, Attorney
General California, Attorney General Bonta Files Lawsuit Against RealPage for Unlawfully Enabling Landlords to
Raise Rents of Californians, Press Release, Aug. 23, 2024, https://oag.ca.gov/news/press-releases/attorney-general-
bonta-files-lawsuit-against-realpage-unlawfully-enabling

15 Letitia James, New York State Attorney General, Attorney General James and Multistate Coalition Sue Meta for
Harming Youth, Oct. 24, 2023, https://ag.ny.gov/press-release/2023/attorney-general-james-and-multistate-coalition-
sue-meta-harming-youth

16 NAAG, 54 Attorneys General Call on Congress to Study Al and Its Harmful Effects on Children, Sept. 5, 2023,
https://www.naag.org/policy-letter/52-attorneys-general-call-on-congress-to-study-ai-and-its-harmful-effects-on-
children/

" NAAG, Bipartisan coalition of attorneys general call for Congress to require surgeon general warning on social
media platforms, Sept. 10, 2024, https://www.naag.org/policy-letter/bipartisan-coalition-of-attorneys-general-call-
for-congress-to-require-surgeon-general-warning-on-social-media-platforms/
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There is growing!'® public concern on the lack of protection in relation to Al risks and
harms. An April 2025 public opinion poll by the Pew Research Center highlights that —

“Both the public and experts largely worry the U.S. government will not go far enough
in regulating AI. About six-in-ten U.S. adults and 56% of experts surveyed say they’re
more concerned about this than about the government going too far.

Experts and the public aren’t confident

. Experts, public alike are more concerned about not
that the government will reglﬂate Al enough government regulation of Al than too much
effectively: 62% Of U,S. adults and 53% Of % who say that thinking about the use of artificial intelligence (AI) in the

United States, they are more concerned that the U.S. government will __

the experts we surveyed say they have not regutating s use

too much or no confidence. Notgofarenough | Gotoofar  Notsure
U.S. adults 21 21
They are also largely skeptical of industry  aexperts 28 16

efforts around responsible Al: 59% of the
public and 55% of surveyed experts have

not too much or no confidence in U.S. o sumeorts st conducied a2 15 2024 sune
Aug 14-Oct. 31, 2024
companies to develop and use AT vUeUS e e e
. PEW RESEARCH CENTER
responsibly.”!”

Leading Al experts Stuart Russell, Yoshua Bengio, and Geoffrey Hinton have urged
regulation of advanced Al systems.?’ While many proposals have moved forward, we still do not
have comprehensive federal privacy law or laws requiring safety, transparency, fairness, or
accountability in the development and deployment of advanced Al systems.

Countless Al services are now flooding the marketplace. These include chatbots,
autonomous, and agentic systems powered by large language models such as Anthropic’s

18 pew Research Center, What the data says about Americans’views of artificial intelligence, Nov. 21, 2023,
https://www.pewresearch.org/short-reads/2023/11/2 1/what-the-data-says-about-americans-views-of-artificial-
intelligence/; Pew Research Center, How Americans View Data Privacy, Report, Oct. 18, 2023,
https://www.pewresearch.org/internet/2023/10/18/how-americans-view-data-privacy/; Gallup News, Americans
Express Real Concerns About Artificial Intelligence, Gallup News, Aug. 27, 2024,
https:/news.gallup.com/poll/648953/americans-express-real-concerns-artificial-intelligence.aspx; YouGov,
Americans are increasingly skeptical about Al's effects, Mar. 13, 2025,
https://today.yougov.com/technology/articles/5 1803-americans-increasingly-skeptical-about-ai-artificial-
intelligence-effects-poll

19 Pew Research Center, How the U.S. Public and Al Experts View Artificial Intelligence, Report, Apr. 3, 2025,
https://www.pewresearch.org/internet/2025/04/03/how-the-us-public-and-ai-experts-view-artificial-intelligence/
20 Time, AI Experts Call For Policy Action to Avoid Extreme Risks, Oct. 24, 2023, https://time.com/6328111/open-
letter-ai-policy-action-avoid-extreme-risks/
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Claude,?! Meta’s Llama,*> Microsoft Co-Pilot,”> and Google’s Gemini.2* There has been
unmatched investment in AT models?® and yet, alarmingly, there is no federal oversight to protect
consumers, especially children, using these products.

In essence, proponents of state preemption for Al services are disregarding expert
assessments, public opinion, and market reality, while simultaneously failing to propose any new
safeguards.

In the absence of federal action, the states remain the last bastion of consumer protection.
Particularly at risk are children and other persons in vulnerable situations like seniors, persons with
disabilities, and teens who have been subject to Al-enabled fraud, scams, and sextortion.®

The NAAG committed to ensuring a ‘“safe online environment for children and
consumers,” especially through the the Internet Safety/Cyber Privacy/Security and Artificial
Intelligence Committee.?” As the NAAG has outlined, Attorneys General have a duty to “[enforce]
privacy and consumer protection laws to address businesses that act deceptively or unfairly with

respect to consumers’ data.”?®

States are the laboratories of democracy, innovating to protect consumers as new
challenges emerge. The broad moratorium in the House Budget Reconciliation Bill would severely
impede your ability to safeguard your constituents.

2L Anthropic, Introducing Claude, Mar. 14, 2023 https://www.anthropic.com/news/introducing-claude

22 Al at Meta, Introducing Llama 3.1 Our Most Capable Models to Date, Jul. 23, 2024,
https://blogs.microsoft.com/blog/2023/03/16/introducing-microsoft-365-copilot-your-copilot-for-work/

23 Jared Spataro, Introducing Microsoft Co-Pilot 365 — Your Co-Pilot for Work, Mar. 16, 2023
https://blogs.microsoft.com/blog/2023/03/16/introducing-microsoft-365-copilot-your-copilot-for-work/

24 Sundar Pichal and Demis Hassabis, Introducing Gemini: Our Largest and Most Capable AI Model, Dec. 6, 2023,
https://blog.google/technology/ai/google-gemini-ai/

25 Josh Bozak and Zeke Miller, Trump Highlights Partnership investing $500 billion in AI, Jan. 22. 2025,
https://apnews.com/article/trump-ai-openai-oracle-softbank-son-altman-ellison-
be26118a8ee07a0623d4170397348¢c41

26 The Federal Trade Commission (FTC), AI and the Risk of Consumer Harm, Jan. 3, 2025,
https://www.ftc.gov/policy/advocacy-research/tech-at-ftc/2025/01/ai-risk-consumer-harm; CAIDP, Statement to
Senate Judiciary Committee on the Hearing to Examine the STOP CSAM Act, Mar. 11, 2025,
https://www.linkedin.com/posts/center-for-ai-and-digital-policy caidp-sjc-stop-csam-act-march-11-2025-activity-
7305415017506439168-sxx9

2T NAAG, Internet Safety/Cyber Privacy/Security and Artificial Intelligence Committee,
https://www.naag.org/committee/internet-safety-cyber-privacy-and-security-committee/

B NAAG, Privacy, https://www.naag.org/issues/consumer-protection/consumer-protection-101/privacy/
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We urge the National Association of Attorneys General to examine the preemption
provisions in the House Budget Reconciliation Bill and urge Congress to withdraw the provisions.
The states must retain the ability to develop necessary guardrails for Al services.

Thank you for your consideration.

S A =B

Marc Rotenberg Merve Hickok Christabel Randolph
CAIDP Executive Director CAIDP President CAIDP Associate Director
CAIDP Letter 6 National Association of AGs

May 13, 2025 House Budget Reconciliation Bill



