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Play the Right Way

The Token Management Imperative

Why Intelligence-as-Infrastructure Requires a New Discipline for Al Spend,
Data Safety, and Operating Model Design

Al is no longer a tool you buy. It is labor you manage.
The organizations that understand this will build Al infrastructure that compounds in value. The ones that
miss it will pay an Al bill they cannot explain, and cap experiments that were actually working.

The Challenge

In March 2026, Uber disclosed that 95% of its engineers now use Al tools monthly. Most are running agent-style
workflows, and a single internal coding agent was generating roughly 1,800 code changes a week. Their 2026 Al
budget was exhausted months early. Leadership still could not cleanly connect usage to customer-facing value.

That is not a spending problem. It is a management problem. Tokens, the basic unit of Al computation, are now
the unit of labor. And few organizations have built their systems to manage this unseen labor.

Why It Matters Now

When inference is embedded in workflows, token consumption is the work itself. Think drafting, classifying,
summarizing, generating code, or orchestrating multi-step processes. In agentic pipelines that plan, retry, and run
for hours, token volume per task can dwarf a year of chat-window usage.

There are three realities forcing this into board-level conversations:

e Cost scales non-linearly. The tasks that deliver production-grade value (e.g. long documents, deep
conversation history, multi-step reasoning) are frontier-model tasks. Per-token prices falling 40% while
consumption rises 400% does not produce savings.

¢ Every token sent is data leaving your environment. For regulated industries, bloated prompts are not just
inefficient, they are also a compliance risk. Every unnecessary field passed through an agent pipeline expands
your Pll exposure surface.

e Output quality degrades without discipline. Overly verbose prompts dilute the core instruction. Focused,
well-structured prompts consistently outperform long, unfocused ones. Token awareness is prompt discipline.
And prompt discipline is output quality. There is also a hidden cost that never appears on the original invoice:
long-term token log retention. GRC frameworks increasingly require organizations to retain detailed records of
inference work in order to support audit trails, explainability requirements, and regulatory review. Storing and
managing those logs at scale introduces ongoing infrastructure and compliance overhead that compounds
quietly alongside usage growth.

A token is not a unit of cost, it is a unit of work. Managing tokens is managing work.
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The Data Risk You Cannot Invoice

There is a dimension of the token management problem that does not appear on the Al bill, and it is the one that
creates the largest enterprise liability. Organizations that do not practice token discipline do not just overspend.
They systematically over-share.

Token-aware design is data minimization in practice. Include only what the Al actually needs, and keep
everything else inside your environment.

Pensato is built on the conviction that intelligence should be infrastructure: foundational, compliant, and
invisible. Sensitive data should never reach a public model in its raw form. The Pensato platform addresses this
through four integrated mechanisms:

e PIl Masking and Redaction
Before any prompt reaches a local LLM, Pensato’s processing layer detects PII fields (e.g. names, SSNs,
account numbers, contact information) and replaces them with structured surrogate tokens that
preserve type and context. The original values are restored once inference completes, remaining
unchanged outside the scope of the request.

e Secure Token Vaulting
Sensitive values are swapped for synthetic, reversible secure tokens before any model interaction. The
mapping vault never leaves the customer’s environment. The local LLM retains full semantic context
without ever processing actual PII.

e Local Al Deployment
Pensato’s inference runs on infrastructure the customer controls. No prompt, no completion, and no
intermediate reasoning state traverses a public Al API. For healthcare under HIPAA, financial services
under SOX and GLBA, legal under attorney-client privilege, and pharmacy under PDMA, this is the
condition under which Al can legally operate.

Al Gateway and Middleware
e Areal-time security layer sits between the application and the local LLM, detecting and blocking any
request containing raw PIl before it reaches inference. It operates as the final check.

Compliance Alignment

Pensato’s architecture is designed to align with GDPR Article 32, CCPA/CPRA data minimization
requirements, and HIPAA Security Rule safeguards for PHI. Our local Al model ensures the technical

controls are in place to support your compliance demands.
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The Token-Governed Operating Model

Technology decisions do not change operating models. Operating model decisions do. The organizations that
turn token discipline into compounding advantage changed how work is defined, assigned, and measured when
Al entered the workflow. There are four shifts to drive this:

1. Work Objects, Not Prompts

In an unmanaged Al environment, the atomic unit of work is the prompt, which is typed by an employee,
untracked, ungoverned. In a token-governed environment it is the work object: a defined task with a known
input type, a routing assignment, a token budget, and an expected output format.

2. Route by Model Tier

Not every task requires frontier intelligence. Routing every job to the minimum model that handles it reliably
(Minimum Effective Intelligence) optimizes cost, latency, data safety, and output quality simultaneously.
Lightweight local models handle high-volume classification and privacy-critical tasks. Frontier models are
reserved for work that genuinely requires them.

3. Permissions by Data Class
Access to Al capabilities should be governed by the data classification of the input, not organizational role alone.
Data classification-based permissions make secure Al a default rather than a policy.

4. Usage as Operating Signal

Token spend is information about where work is happening, what quality of intelligence it requires, and which
workflows have graduated from experiment to infrastructure. Organizations that read their Al bill the way they
read a P&L find growth signals where others see overruns.

What Token Discipline Delivers

Risk Without Token Management Advantage With It

Forecastable costs by model tier, workflow type, and value

Unpredictable Al spend with no explanatory data delivered

Higher quality responses through prompt discipline and

Poor output quality from over-specified or bloated prompts correct model routing

PIl exposure from uncontrolled data flowing into public PIl protected by masking, secure tokens, and local LLM
inference deployment

Slow adoption due to latency from over-provisioned Faster responses and higher daily usage through

frontier models lightweight local Al

Workflow failures when agentic tasks exceed context Reliable production performance through context discipline
window limits and work objects
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Conclusion: Intelligence as Infrastructure

The next Al budget fight will not start because employees refuse to use it, but because they finally do, at scale, in
agent workflows, and on tasks that matter. When that happens, organizations without a token governance
model will face a choice between capping experiments that were working and paying a bill they cannot explain.
There is a third option. It requires treating Al spend the way you treat any other operational resource: with
routing logic, usage visibility, data classification, and a framework that distinguishes production investment from
exploration from waste.

Pensato is built for organizations ready to make that transition. We move Al from the cloud to the core, running

locally, processing PIl inside your perimeter, routing intelligently across model tiers, and surfacing the
operational signals your teams need to manage intelligence as infrastructure.

We move Al from the cloud to the core. Intelligence in a box. Deploy anywhere, behave the same every time.

Token management is not a technical detail to hand off to IT.
It is the foundation of an Al operating model that determines whether your investment compounds in value or
compounds in cost.

&

Your data, Pensato's local LLM,
where the vault stays

o- 4 Lo

Public cloud, unmanaged Al

Ready to see it in action?

Schedule a 30-minute token governance assessment with Varium. We'll map your current Al
workflows to model tiers, identify your highest-risk data exposure points, and show you what a
token-governed operating model looks like for your industry.
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