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KEY DEVELOPMENTS

US — State

Colorado SB 26-189 signed into law — enforcement future uncertain

Governor Polis signed SB 26-189 on May 14, formally repealing Colorado's landmark 2024 AI Act and
replacing it with a streamlined automated decision-making technology (ADMT) disclosure framework
effective January 1, 2027. The new law eliminates the original law's duty of care, annual impact
assessments, algorithmic bias obligations, and NIST-aligned governance requirements. In their place:
pre-use notice that ADMT is being used, a plain-language explanation within 30 days of any adverse
outcome, and access to meaningful human review. Enforcement is exclusively with the Attorney
General under the Colorado Consumer Protection Act — no private right of action. Critically, Attorney
General Phil Weiser has publicly stated he does not intend to enforce SB 26-189 until after rulemaking
concludes. Combined with the ongoing xAI v. Weiser federal lawsuit (in which the DOJ has intervened
on xAI's side), the law's practical reach in 2027 remains genuinely uncertain.

US — State

Connecticut SB 5 — governor confirms signature; October 2026 clock running

Governor Ned Lamont confirmed this week he will sign SB 5, the Connecticut Artificial Intelligence
Responsibility and Transparency Act. The bill passed 131-17 in the House and 32-4 in the Senate on
May 1, making it the most bipartisan comprehensive AI law passed by any state legislature this year.
Key provisions effective October 1, 2026: automated employment decision process (AEDP) disclosures
and a prohibition on discriminatory AI in employment; AI companion operator obligations including
minor protections, crisis protocols, and human-disclosure mandates; and synthetic content provenance
requirements for large platforms with over one million users. The law's frontier developer provisions —
covering model training compute thresholds — take effect later. Connecticut Attorney General William
Tong, who issued an AI enforcement advisory in February 2026, will serve as primary enforcement
authority and has signaled active intent.



US — State

Illinois introduces eight-bill AI package — consumer, chatbot, and education focus

On May 13-14, Illinois Senate Democrats introduced a package of eight AI bills with just two weeks
remaining in the spring session. All but two passed committee unanimously, signaling bipartisan
support. The package covers: consumer protection from AI-generated fraud and deception; chatbot
transparency and disclosure obligations; and a prohibition on AI-assigned school grades, with a
requirement that school boards approve any AI use in relation to students or student work by the
2026-27 school year. Sponsors cited the absence of federal action as the primary motivation. The bills'
tight timeline before adjournment means most will likely carry into the fall session or a subsequent
legislative year, but the committee votes indicate they will return.

US — Federal

DOJ intervention in xAI v. Weiser — federal preemption strategy sharpens

The Department of Justice's move to intervene in xAI's federal lawsuit challenging the Colorado AI Act
— supporting xAI's constitutional arguments against SB 24-205 — has become the defining federal
preemption action of 2026. With Colorado's law now replaced by SB 26-189, the DOJ's intervention
may render some or all of the original claims moot. However, legal observers note the intervention
signals the DOJ's broader willingness to challenge other state AI laws under the same constitutional
theories: First Amendment (compelled speech in AI disclosures) and the Equal Protection Clause. The
White House's National AI Policy Framework, released March 20, explicitly recommends that Congress
preempt state laws imposing 'undue burdens' on AI development. No congressional vote has occurred,
but the litigation path is now active.

US — Federal

EU AI Act formal adoption on track for June — US businesses face August
milestone

The EU Council's formal letter to Parliament, sent May 18, puts the Digital Omnibus on AI on track for
final approval in June and publication in July. This timing is intentional: the amendments — including
the watermarking/provenance deadline of December 2, 2026, and the new deepfake and CSAM
prohibitions — must be in force before the EU AI Act's next major implementation milestone in August
2026. US companies with EU market exposure should treat July publication as the date their
compliance planning becomes binding rather than provisional. The Code of Practice on Transparency
of AI-Generated Content, finalizing the Article 50 watermarking obligations, is expected to publish
simultaneously around May-June 2026.

BUSINESS IMPACT BY AREA



Area Key Implication

AI in employment (CO,
CT, NY)

Colorado SB 189 requires pre-use notice and 30-day
post-adverse-outcome explanations by Jan. 1, 2027. Connecticut's AEDP
rules and employment discrimination amendment take effect Oct. 1, 2026
— sooner. Begin implementation planning now.

Chatbot and AI
companion products

Connecticut SB 5 (signing imminent) is the most demanding enacted US
chatbot law to date. No major-platform exemption. Human-disclosure,
minor protections, and crisis protocols required by Oct. 1, 2026.

Illinois operations Eight-bill AI package advanced with bipartisan committee support. Chatbot
disclosure, consumer protection, and school AI bills likely to return in fall or
next session. Monitor for employer and platform implications.

Federal preemption risk DOJ's Colorado intervention is the first federal government action to
invalidate a state AI law. Even with Colorado's law softened, the legal
theory being tested — First Amendment + Equal Protection — applies to
disclosure mandates in CT, NY, and others.

EU compliance
(watermarking)

July publication of Digital Omnibus finalizes Dec. 2, 2026 watermarking
deadline. US companies placing AI-generated content on EU market must
implement machine-readable labeling. Three months to build and test.

Frontier AI development Code of Practice on AI-generated content transparency (EU) expected
imminently. Combined with NIST pre-deployment evaluation agreements,
both the EU and US are converging on pre-market documentation
requirements — voluntary now, binding soon.

KEY TENSIONS TO WATCH

Colorado's enforcement ambiguity is the live variable: SB 26-189 is signed and takes effect
January 1, 2027 — but the AG has said he won't enforce it until rulemaking concludes. The DOJ's
ongoing federal lawsuit could moot the original claims yet leave the new law vulnerable to fresh
constitutional challenge. For businesses that operate in Colorado and use AI in employment,
housing, or lending decisions, the honest answer is: prepare for January 2027, but hold your
compliance program loosely until the legal picture settles.



Connecticut is the new compliance baseline: With SB 5 signing confirmed and an AG already in
enforcement posture, Connecticut has effectively become the US state compliance floor for
automated employment decisions and chatbot products. Any business with Connecticut employees
or Connecticut-resident users needs an October 1, 2026 readiness plan. The question is not
whether to comply but how to build a program that also accommodates the coming California, New
York, and Illinois frameworks without rebuilding from scratch each time.

The DOJ's legal theory is worth tracking regardless of Colorado: The arguments tested in xAI
v. Weiser — that AI disclosure mandates constitute compelled speech under the First Amendment
— are directly applicable to similar provisions in Connecticut, New York, Maryland, and other
enacted state laws. A favorable ruling for xAI and the DOJ would be a structural disruption to the
entire state-level AI disclosure framework, not just Colorado's. Businesses should monitor the
case's procedural development, and legal teams should assess whether their compliance programs
could be affected.

RECOMMENDED ACTIONS FOR US BUSINESSES

1 Build a Connecticut SB 5 compliance program for automated employment decisions and chatbot
products now — October 1, 2026 is the effective date, and the AG has signaled active
enforcement intent. Do not wait for federal clarity.

2 For Colorado operations: implement SB 26-189 requirements (pre-use notice, 30-day explanation,
human review access) on the January 1, 2027 timeline, but build modularly — the enforcement
and legal picture may shift before year-end.

3 Monitor the xAI v. Weiser case for rulings on AI disclosure as compelled speech. A favorable
ruling for xAI would have implications well beyond Colorado, potentially affecting compliance
obligations across multiple enacted state laws.

4 Treat the EU Digital Omnibus July publication as your binding watermarking deadline signal —
December 2, 2026 is three months after publication. US companies placing AI-generated content
in EU markets should begin technical implementation now.

5 For Illinois: track the eight-bill AI package into the fall session. Consumer protection, chatbot
disclosure, and school AI provisions advanced with bipartisan support and are likely to return with
momentum.
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