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KEY DEVELOPMENTS

EU

EU AI Act Omnibus Agreement — High-risk deadlines extended 16 months

On May 7, the EU Council and Parliament reached a provisional deal (part of the "Digital Omnibus") to
simplify the AI Act. High-risk AI rules — covering biometrics, employment, education, and critical
infrastructure — are now pushed to December 2, 2027 (stand-alone systems) and August 2, 2028
(product-embedded AI), versus the prior August 2026 deadline. Watermarking/provenance
requirements for AI-generated content are accelerated to December 2, 2026. SME compliance
simplifications now extend to small mid-caps (up to 500 employees). A new ban on AI-generated
non-consensual sexual deepfakes was added.

US — State

Connecticut SB 5 — Nation's most comprehensive state AI law passes

Passed 131-17 by the Connecticut House on May 1 and awaiting the governor's signature. The
omnibus bill creates new rules for: automated employment decision processes (effective Oct.
2026/2027), companion chatbots (minor-safety rules, human-disclosure mandates), synthetic content
provenance (large platforms >1M users, Oct. 2026), and the first US pre-deployment third-party AI
model verification requirement — a structural first for any US state.

US — State

Colorado AI Act enforcement stayed; replacement bill introduced

On April 27, a federal court stayed enforcement of Colorado's landmark SB24-205 (in the xAI v. Weiser
case). Simultaneously, a replacement bill (SB 26-189) was introduced May 1 and is on track for a vote
before Colorado's session ends May 13. If enacted, it would take effect January 1, 2027.



US — Federal

NIST pre-deployment AI evaluation agreements announced

On May 5, NIST's Center for AI Standards and Innovation announced agreements with Google
DeepMind, Microsoft, and xAI to conduct pre-deployment evaluations and targeted research on frontier
AI models — reflecting the administration's approach of addressing security risks without imposing
formal regulations on developers.

China

Hangzhou court: AI cost savings cannot justify termination

In a ruling published April 28-30, the Hangzhou Intermediate People's Court upheld that a tech firm
illegally fired employee Zhou when his QA role was replaced by AI. The court ruled that companies
shifting costs of technological transformation onto employees — through demotion, pay cuts, or
termination — is unlawful. China's government work report has explicitly called for measures to protect
workers from AI displacement.

US — Federal

Federal preemption fight intensifies

The White House's March 20 National AI Policy Framework (non-binding) endorsed federal preemption
of state AI laws, while the Trump administration's AI Litigation Task Force was announced in January
but the Commerce Dept. has not yet released its required evaluation of "onerous" state laws (due
March 11). Democrats counter with the GUARDRAILS Act, introduced March 20, which would repeal
preemption efforts. Federal legislation including the TRUMP AMERICA AI Act (Sen. Blackburn) and the
Lieu-Obernolte bipartisan bill remain in progress.

BUSINESS IMPACT BY AREA



Area Key Implication

HR & Employment AI-driven decisions under scrutiny in CT, NY, and via China's court signal.
Disclosure requirements begin Oct. 2026.

EU Market Access High-risk compliance deadline relief through 2027-28, but watermarking now
due Dec. 2026. More time to prepare — but not optional.

Operations in China AI-driven workforce restructuring requires genuine reassignment or fair
compensation. Cannot cite automation alone as termination grounds.

Compliance
Planning

Patchwork of 100+ state laws creates uncertainty. Federal preemption outcome
(likely 2026-27) could reset compliance roadmaps entirely.

Generative AI
Products

Content provenance/watermarking due in EU (Dec. 2026) and CT (Oct. 2026).
Deepfake bans expanding across EU and US states.

Frontier/High-Risk
AI

CT introduces first US pre-deployment third-party verification gate. Federal
NIST voluntary evaluations signal growing pre-market scrutiny.

KEY TENSIONS TO WATCH

Federal vs. state: With the Commerce Dept. overdue on its state law evaluation, businesses face a
window of continued regulatory fragmentation. Connecticut SB 5 could become a federal
preemption flashpoint given its novel model-verification mandate.

EU simplification is not deregulation: The extended deadlines give breathing room, but the EU AI
Act's core obligations remain fully intact. Companies that treat the extension as license to delay
compliance work risk a crunch in 2027-28.

Global workforce convergence: China's court ruling, the EU's forthcoming AI Act employment
provisions, and US state mandates (CT, NY, CO) are converging on a common principle: AI cannot
be used to sidestep labor rights without due process and adequate compensation.

RECOMMENDED ACTIONS FOR US BUSINESSES

1 Audit AI systems in employment, hiring, and performance evaluation now — CT SB 5 and NY
obligations create near-term disclosure and bias-testing requirements.



2 Accelerate EU AI Act compliance planning; do not treat deadline extensions as a reason to pause
— prioritize watermarking and content provenance for generative AI tools before December 2026.

3 Review workforce AI transition policies for global operations — particularly in China — to ensure
any restructuring offers genuine reassignment options and fair compensation, not just
automation-driven termination.

4 Monitor federal preemption developments closely; build compliance programs that are modular
enough to adapt if a federal standard replaces state laws in 2026-27.

5 Engage with CT and Colorado AI regulatory sandbox programs as they form — early participation
shapes implementation rules and may reduce compliance burden.
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