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Generative Al
And Patent
Considerations

By James W. Soong

All of us have been exposed
to and perhaps
whelmed by news about gener-
ative artificial intelligence (AD).
Unlike machine learning tech-
nology that merely classifies or
predicts, generative Al creates.
Industry stalwarts and startups
alike have launched genera-
tive models that can create new
text, images, video, 3D models,
and even software code — with
the promise of more powerful
and disruptive innovations to
soon follow. A patent strategy
informed by the unique con-
siderations raised by generative
AI will optimize protections for
innovations in the field. Patent
strategies should reflect the cur-
rent legal landscape as well as
anticipate potential future legal
developments.

PATENT CLAIMS AND
INVENTORSHIP

The Federal Circuit in Thaler
v. Vidal, No. 2021-2347 (https://
bit.ly/43iJrU8), recently con-
firmed that an inventor under
the patent statute must be a nat-
ural person. In this case, Thaler
filed with the U.S. Patent Of-
fice two patent applications in
which artificial intelligence was
identified as the inventor. With-
out regard to the nature of the
invention, the Federal Circuit
categorically rejected this char-
acterization of inventorship.

continued on page 5
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All Is Not Fair In Love and Warhol

By Jonathan Moskin

troublesome in the whole law of copyright.”” See, e.g., Oracle Am., Inc. v.

Google Inc., 886 F.3d 1179, 1191 (Fed. Cir. 2018) [internal citations omit-
ted], rev’d on other grounds, 141 S. Ct. 1183 (2021). The Supreme Court’s May 18,
2023 decision, which seeks to clarify what is or is not “transformative use” under
the law, affirmed The Andy Warhol Found. for the Visual Arts, Inc. v. Goldsmith,
11 F.4th 26 (2d Cir. 2021), finding no fair use. In the process, the Supreme Court
adds a new layer of analysis in deciding what is or is not fair. The decision has
also generated considerable controversy between Justice Sotomayor, who wrote
for the majority, and Justice Kagan, who wrote a stinging dissent. What is clear
is that the label “transformative” is no longer a get-out-of-jail-free card; instead, a
new balance must be struck between the new use and the exclusive right of au-
thors to make derivative works, and part of that balance includes a clearer focus
on the statutory fair use factors (education, comment and criticism) as well as the
commercial nature or not of the new work. As a practical matter, how much the
decision changes in this “troublesome” area remains to be seen.

In Andy Warbol Found., iconic pop-artist Andy Warhol made a series of silk
screens and drawings based on a photograph of Prince, taken by Lynn Goldsmith
(in particular adding some of his recognizable flourishes). Both the original and
the reworked photos were used as magazine covers. The Second Circuit had over-
turned the district court grant of summary judgment of fair use, holding instead that,
Warhol infringed the copyrighted photograph. The Second Circuit concluded the
district court erroneously focused on the subjective meanings of the works, reason-
ing instead that “the court cannot assume the role of art critic and seek to ascertain
the intent behind or meaning of the works at issue.” 11 F.4th at 41. Said the court:

Though it may well have been Goldsmith’s subjective intent to portray Prince
as a “vulnerable human being” and Warhol’s to strip Prince of that humanity
and instead display him as a popular icon, whether a work is transformative

continued on page 2

C ourts have said time and again that the fair use doctrine may be “‘the most
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cannot turn merely on the stated

or perceived intent of the art-

ist or the meaning or impression
that a critic — or for that matter,

a judge — draws from the work.

Were it otherwise, the law may

well “recogniz[e] any alteration as

transformative.” [Citation omitted.]
Id.

By contrast, for instance, the Ninth
Circuit recently held in Seltzer wv.
Green Day, 725 F.3d 1170 (9th Cir.
2020), that incorporation of plaintiff’s
poster art into a music video was a
fair use because the subjective mean-
ing of the later use differed from the
original. Other examples of disparate
outcomes could be cited.

The Supreme Court has now held
that subjective meaning alone does
not render a work transformative.
“Whether the purpose and character
of a use weighs in favor of fair use
is, instead, an objective inquiry into
what use was made, i.e., what the user
does with the original work.” Slip op.
at 33. Moreover, the Court added new
layers of analysis to the framework
articulated in Campbell v. Acuff-Rose
Music, Inc., 510 U.S. 569 (1994) — in
particular the fact that Campbell in-
volved a parody (critical of the un-
derlying work) whereas Warhol’s re-
working did not. Campbell of course
involved a rap group’s parody of Roy
Orbison’s 1960s song “Oh, Pretty
Woman.” Applying the first element
of the four-part test of fair use (i.e.,
the “purpose and character of the
use”), the Court there asked whether
the challenged work was “transfor-
mative,” i.e., whether it “supersedels]
the objects’ of the original creation,

or instead adds something new,
with a further purpose or different
character, altering the first with new
expression, meaning, or message ....”
Id. at 579. (Citations omitted.) (The
other three elements of the fair use

Jonathan Moskin is a partner in
the New York office of Foley &
Lardner LLP and a member of this
newsletter’'s Board of Editors. ©
Jonathan E. Moskin, 2023.

analysis — namely, the nature of the
original work; the amount taken and
the effect on the original — were
not raised on appeal by Andy War-
hol Found. Slip op. at 38. Because the
rap parody at issue in Campbell was
a parody, critical of the Roy Orbison
original, the Court concluded that the
rap version “reasonably could be per-
ceived as commenting on the original
or criticizing it, to some degree.” 510
U.S. at 583.

Andy Warbol Found. further nar-
rowed the focus of the fair use analy-
sis not only to objective differences
but also objective differences that re-
flect the “purposes” listed in the pre-
amble paragraph of §107: ‘criticism,
comment, news reporting, teaching
..., scholarship, or research.” Slip op.
at 15. Exemplifying the distinction
between parody (which involves crit-
icism) and satire (which does not),
Dr. Seuss Enterprises, L.P. v. Penguin
Books USA, Inc., 109 F.3d 1394 (9th
Cir. 1997), found no fair use in a sa-
tirical use of “The Cat in the Hat” as
a vehicle to retell (in Seussian me-
ter) the story of the O.J. Simpson
murder trial. “Satire,” the Ninth Cir-
cuit explained, “is a use of a work or
other subject matter as a means to
comment on or criticize something
other than that work or subject mat-
ter, whereas “‘parody” is a use of a
work or subject matter in order fo
comment on or criticize the thing
itself. Just as “The Cat NOT In the
Hat!” was using the Seussian rhym-
ing meter and style NOT to comment
on Dr. Seuss, but to sell a book about
the OJ Simpson trial, the Supreme
Court concluded that Andy Warhol
added his signature flourishes to
Goldsmith’s original photos not to
comment on those photos but rather
simply to offer his own views of the
artist Prince (or to sell his own art).

Indeed, he did so for his commer-
cial benefit. Warhol’s gloss on Gold-
smith also failed because both used
the Prince portrait to depict Prince
in magazine stories about Prince.
Both the original photograph and
the Warhol version the “share[d] sub-
stantially the same purpose.” Slip op.
at 12-13. “Moreover,” said the Court,

continued on page 6
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IP Considerations
For ITC General
Exclusion Orders

By Daniel Muino, Brian Busey
and Nomin-Erdene Jagdagdorj

The broadest remedy that the In-
ternational Trade Commission (ITC
or the Commission) can deliver un-
der 19 U.S.C. §1337 (Section 337) is
a General Exclusion Order (GEO),
which blocks importation of all in-
fringing goods regardless of source,
even by importers who were not re-
spondents in the ITC investigation.
GEOs are more difficult to obtain
than the more common Limited Ex-
clusion Order (LEO) as they require
additional proof either that an LEO
will not be enough to stop the in-
fringing imports or that there is a
widespread pattern of violation of
the asserted IP.

In recent years, the ITC has is-
sued more GEOs than in the past.
For IP owners facing infringing
imported products from numer-
ous elusive sources, a GEO can be
a powerful remedy to tackle all in-
fringing products at once. For im-
porters of products potentially im-

Dan Muino is Partner with Morri-
son Foerster in the Washington DC
office. He is an intellectual prop-
erty litigator and trial lawyer with
two decades of experience litigating
patent, trade secret, and copyright
matters in federal courts around the
country and at the ITC. He is also
an editor of the MoFo@ITC guide to
Section 337 investigations. He can
be reached at dmuino@mofo.com.
Brian Busey is a Senior Counsel
in Morrison Foerster’s Intellectual
Property Group. Based in the Wash-
ington DC office, Brian’s practice fo-
cuses on complex intellectual prop-
erty matters — particularly those
before the ITC. He can be reached at
gbusey@mofo.com. Nomin-Erdene
Jagdagdorj is an associate in Mor-
rison Foerster’s IP Litigation group,
also based in Washington, DC. She
can be reached at njagdagdorj@
mofo.com.

plicated by a requested GEO, the
GEO can be a major threat even if
the importer is not a respondent in
the case.

GROWTH IN NUMBER OF GEOs

Between 2006 and 2019, the num-
ber of GEOs averaged 3.5 per fiscal
year, with an outlier peak of 7 GEOs
issued in 2012, and all other years
at 5 GEOs or fewer per year. In the
past three years, however, the an-
nual average has risen to more than
7.7 per year, with 10 GEOs issued in
2020 and 9 in 2022.

While the number of LEOs has
also trended upwards, GEOs seem
to be increasing at a proportionately
higher rate. In 2014, the single GEO
issued that year comprised 14%
of the number of GEOs and LEOs
combined. From 2015 through 2019,
GEOs were approximately 29% of
total exclusion orders. In the last
three years, GEOs have been ap-
proximately 42% of total exclusion
orders. See the chart created by
Morrison Foerster from ITC statistics
on page 4.

REQUIREMENTS FOR GEOs

The Federal Circuit held in Kyo-
cera Wireless Corp. v. ITC, 545 F.3d
1340, 1356 (Fed. Cir. 2008), that
LEOs were “[tlhe default remedy”
under Section 337(d)(2), and that
GEOs were “only appropriate if
two exceptional circumstances ap-
ply” Under Section 337(d)(2)(A),
the Commission may issue a GEO
if it is “necessary to prevent cir-
cumvention of an exclusion order
limited to named persons.” Alter-
natively, under Section 337(d)(2)
(B), the Commission may issue a
GEO if “there is a pattern of viola-
tion of this section and it is difficult
to identify the source of infringing
products.”

Likelibood of Circumvention

Under Section 337(d)(2)(A), the
complainant must establish a likeli-
hood that an LEO directed to named
respondents would be circumvent-
ed, warranting the issuance of the
broader GEO. Among other factors,
the Commission has considered the
size, portability, ease of production,
and expense of the infringing prod-
ucts when evaluating the risk of

circumvention. In general, smaller
products that are easier and cheaper
to make pose a greater risk of LEO
circumvention, since there may be
more small suppliers of such prod-
ucts with the ability to obscure their
identities.

Use of “large, online marketplac-
es” to sell the infringing products
can also support the likelihood
of circumvention. Certain Shaker
Screens for Drilling Fluids, Inv. No.
337-TA-1184, Comm’n Op. 5 (Mar.
31, 2021). Such marketplaces enable
“foreign distributors to sell directly
to United States customers via the
Internet,” making it “possible for
myriad fly-by-night entities to im-
port infringing products.” Foldable
Reusable Drinking Straws, Comm’n
Op. 9. On such websites, “sellers
pop-up, disappear, and then pop-
up again under a different name or
brand.” Certain Electronic Shavers,
Inv. No. 337-TA-1230, Comm’n Op.
14 (May 3, 2022).

Sellers may be incentivized to cir-
cumvent LEOs where there are high
profit margins and/or low barriers to
entry. Certain Vaporizer Cartridges,
Inv. No. 337-TA-1211, Comm’n Op.
9-10 (Mar. 1, 2022). Such conditions
allow infringers to “undercut [Com-
plainant] on price, but still make
substantial profits.” Id.

The Commission has also consid-
ered difficulty in identifying sell-
ers or manufacturers under Section
337(d)(2)(A), such as “unmarked,
generic, and/or reseller-branded”
packaging that has “no apparent
origin markings.” Certain Toner
Supply Containers (II), Inv. No. 337-
TA-1260, Comm’'n Op. 13 (Aug. 3,
2022). Other supporting evidence
has included: using “resellers and
intermediaries with unclear ties to
the original manufacturer to dis-
tribute infringing product” (Shaker
Screens for Drilling Fluids, Comm’n
Op. 5); using “trade names, shell
corporations, false or non-existent
addresses” (Certain Apparatus and
Methods of Opening Containers,
Inv. No. 337-TA-1255, Comm’n Op.
10-11 (May 6, 2022)); and changing
names and distribution patterns to

continued on page 4
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ITC Exclusion
continued from page 3

avoid detection (Certain Batteries
and Products Containing the Same,
Inv. No. 337-TA-1244, Comm’n Op.
20-21 (Sept. 8, 2022)).

Pattern of Violation

And Difficulty Identifying
Sources

To establish a “pattern of vio-
lation” wunder Section 337(d)(2)
(B), the Commission has focused
on the volume of infringing prod-
ucts in the marketplace, confusing
product and/or package design that
can conceal a product’s source, and
the number and nature of known
suppliers.

Evidence of  “non-descript”
package design that can confuse
the consumer supports a Sec-
tion 337(d)(2)(B) finding. Certain
Vacuum Insulated Flasks, Inv. No.
337-TA-1216, Comm’n Op. 9 (Feb.
3, 2022). And while generic pack-
aging can confuse consumers, so
too can identical packaging. Fold-
able Reusable Drinking Straws,
Comm’n Op. 8 (accused products
were “nearly indistinguishable in
design” and “the packaging associ-
ated with those products is identi-
cal and incorporate[s] [complain-
ant’s] own product imagery without
authorization”).

When evaluating the require-
ments of Section 337(d)(2)(B),
the Commission has also consid-
ered the portability of equipment
used to make the infringing prod-
ucts (Foldable Reusable Drinking
Straws, Comm’n Op. 8); the ease of
production (Certain High-Density
Fiber Optic Equipment, Inv. No.
337-TA-1194, Comm’n Op. 75-76
(Aug. 23, 2021)); and the produc-
tion capacity of foreign manufac-
turers (Tomner Supply Containers
(I1), Comm’n Op. 14-15).

Marketplace considerations for
Section 337(d)(2)(B) can include
evidence of “many rapidly appear-
ing and disappearing manufacturers
that sell similar products.” High-Den-
sity Fiber Optic Equipment, Comm’n
Op. 75-76. In Vaporizer Cartridges,
the Commission noted that even

Number of GEOs and LEOs by Fiscal Year

w
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mmmm General Exclusion Orders

respondents had “no knowledge of
the true identities of their Chinese
suppliers, even where Respondents
have wired funds directly to them.”
Comm’n Op. at 12.

CONSIDERATIONS FOR
COMPLAINANTS CONTEMPLATING
A GEO

The considerations underlying
Sections 337(d)(2)(A) and 337(d)
(2)(B) overlap considerably and the
Commission usually finds the pro-
visions of both sections to be met
when issuing a GEO. Accordingly,
complainants typically endeavor
to present evidence under both
sections.

In general, GEOs may be most
appropriate in cases involving
smaller, less complex, easily rep-
licated products (e.g., drinking
straws or toner cartridges) with
numerous foreign suppliers. On-
line marketplaces make it easier for
such products to be sold directly
to consumers while concealing the
source of the products. See, Elec-
tronic Shavers, Comm’n Op. at 14
(“anonymity” provided by online
sites lends support that an LEO
would be circumvented). Products
that can be easily designed to mask
their source or mimic the patented
brand products may be good can-
didates for GEOs. See, Foldable Re-
usable Drinking Straws, Comm’n
Op. 8 (products were “nearly in-
distinguishable” from brand prod-
ucts and were shipped in “identi-
cal” packaging incorporating brand
“product imagery”); Vacuum Insu-
lated Flasks, Comm’n Op. 9 (prod-
ucts used “generic and non-descript

mmmm | imited Exclusion Orders

Total Exclusion Orders

packaging that omits their names”).
In seeking a GEO, complainants
should muster evidence establish-
ing the nature of the infringing
products, number of suppliers, mar-
keting and sales tactics, and other
relevant factors.

Notwithstanding that a GEO will
cover all importers of infringing
products, a complainant should still
endeavor to name as many respon-
dents in its ITC complaint as possi-
ble, including respondents who are
likely to default. Every recent GEO
case has included at least one, but
usually many, defaulting respon-
dents. See, e.g., Toner Cartridges,
Comm’n Op. 16 (21 defaulting re-
spondents); Vaporizer Cartridges,
Comm’n Op. 9-10 (18 defaulting
respondents). While the existence
of defaulting respondents “alone is
insufficient to establish that a GEO
is necessary to prevent circumven-
tion of a[n] LEO directed to respon-
dents found in default,” it can serve
as supporting evidence. Opening
Containers, Comm’n Op. 12. High
numbers of defaulting respondents
can demonstrate a likelihood of cir-
cumvention and a pattern of viola-
tion. Also, an inability to serve re-
spondents due to difficulty locating
them can support that it is “difficult
to identify the source of infringing
products.”

It is also advisable for complain-
ants to discuss the GEO evidence
with ITC staff attorneys beginning
in the pre-filing stage. The Office of
Unfair Import Investigations (OUIID)
represents the public interest in

continued on page 8
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Al & Patents

continued from page 1

The decision underscores human
innovation as requisite for patent
protection in the U.S. The Supreme
Court has just refused to hear the
case (see, https://bit.ly/42Yn2M4).
Subject to legal and regulatory
developments that appear certain to
come, patent strategies relating to
generative Al should heed Thaler.
Current attempts to claim only the
output of a generative model could
implicate non-human “inventorship”
(and of course other issues such as
printed matter) and thus lead to pat-
ent futility. A more comprehensive
claim strategy will yield better re-
sults. In this regard, wider focus on
training, design, tuning, or applica-
tion of generative models will better
satisfy inventorship requirements
to preserve the possibility of patent
rights. For example, conduct the dis-
closure meeting to explore design
choices and configurations for a
generative model that were selected
through human effort. As another
example, proceed beyond the gen-
erative model output to cover appli-
cations or adaptations for which the
generative model will be most likely
or valuably utilized. Claims scope
that extends to cover components of
a system incorporating a generative
model may be especially relevant
when, as current trends indicate, the
generative model, whether closed
or open sourced, is not homegrown
but rather leveraged through a third-
party API. Patent claims directed to
these considerations, and not to a
generative model output alone, cov-
er human innovation, implicate in-
ventorship by a natural person, and
secure a path to patent protection.
The requirement of human in-
ventorship is not universal. The
Federal Circuit in Thaler expressly

Jim Soong is a partner with Shep-
pard Mullin and a member of the
Board of Editors of The Intellectual
Property Strategist. This article re-
Slects the current personal views of
the author and is not intended to
convey legal advice.

acknowledged that South Africa
granted patents for the same pat-
ent applications. As generative Al
increases in importance around the
world, patent systems in other ju-
risdictions will likely need to also
confront and decide the boundaries
of inventorship required for patent
grant. For example, so far the Eu-
ropean Patent Office has required a
natural person and the UK Supreme
Court is expected to issue a ruling
on the issue. As the legal landscape
develops, legal requirements in re-
gions of interest relating to genera-
tive Al inventions should be peri-
odically reassessed to inform the
geographic scope of patent efforts.
Companies should know when a
patent grant is technically impos-
sible in a particular region due to
a failure to meet a local inventor-
ship definition. Otherwise, an unin-
formed patent application filing in
the region and subsequent publica-
tion would not only fail from a pat-
ent rights perspective but also effect
a needless forfeiture of other possi-
ble intellectual property rights (e.g.,
trade secret rights) in the invention.
SUBJECT MATTER ELIGIBILITY

Patent claims directed to artificial
intelligence, including generative
Al, can raise subject matter eligibil-
ity issues. The inherent technical es-
sence of generative Al might initially
suggest the absence of Alice issues.
Given its functional complexity, a
generative model does not immedi-
ately conjure a mere mathematical
concept or mental process, much
less a method of organizing human
behavior. However, generative Al
is susceptible to the same subject
matter eligibility issues that have
sunk countless patent applications
involving various machine learning
technologies.

A common defect is claim scope.
Many PTAB decisions teach that
claims reciting capabilities of ma-
chine learning models are subject
matter ineligible. For example, the
PTAB in one case found claims ineli-
gible after finding that a representa-
tive claim included only a “generic
machine learning algorithm” to gen-
erate an output in an unspecified

manner. See, Ex parte Hussain, Ap-
peal No. 2020-005406 (PTAB Feb.
18, 2021). In another case, the PTAB
found that claims that expressly
recited “machine learning” and its
outputs were merely a concept per-
formable by a “generic computer”,
sealing the fate of the claims. See, Ex
parte Costello, Appeal 2021-000658
(PTAB June 7, 2021). In an example
relating to generative Al in particu-
lar, the PTAB rejected claims direct-
ed to a neural network for creating
advertisements as ineligible based
in part on the absence of implemen-
tation details. See, Ex parte Probell,
Appeal 2021-003686 (Aug. 3, 2022).
Many other PTAB decisions likewise
have found claims that recited Al or
machine learning techniques to be
invalid under section 101.

U.S. Patent Office guidelines along
with real-life prosecution experience
fortunately provide a roadmap to
avoid that fate for generative Al in-
ventions. As set forth in Example 39,
a discussion of technological chal-
lenges overcome by the inventive
generative model should be set forth
in detail in the patent application
(see, https://bit.ly/45kVmCB). In ad-
dition, details regarding training of
the generative model, such as feature
engineering related considerations
and choices, should be described
and claimed. A drafting strategy that
leverages Example 39 and embraces
detail in this manner will help to
avoid and overcome subject matter
eligibility issues. As discussed, wider
claim focus on an application or a
system to which a generative model
may relate would also help support
subject matter eligibility.

PRIOR ART ASSESSMENTS

Pre-filing diligence to assess nov-
elty and nonobviousness of inven-
tions relating to generative AI will
continue to be challenging for a host
of reasons. For example, the pace
of innovation has been and likely
will continue to be particularly fast.
Thus, the 18 month lag between fil-
ing and publication of patent appli-
cations, if they are published at all,
forecloses a timely picture regard-
ing current know how. As another

continued on page 6

June 2023

The Intellectual Property Strategist < www.ljnonline.com/ljn_intproperty 5



Al & Patents

continued from page 5

example, given developing legal
standards regarding generative Al,
companies without informed pat-
ent strategies may be discouraged
from filing patent applications from
which prior art knowledge other-
wise could be gleaned.

Notwithstanding these factors,
a focused prior art search through
patent office databases of major ju-
risdictions with fewer obstacles for
patenting generative Al inventions
may be productive. Prior art search-
es through technical papers may be
especially helpful to obtain a more
current baseline. Actual use of ac-
cessible generative AI models may
also provide insights into the state
of the art. In any event, companies
in the generative AI space should
appreciate that prior art searches
conducted may capture only a frac-
tion of the full extent of activity in
the field.

FUTURE OPPORTUNITIES

Legal and regulatory standards
around generative Al in the U.S. are
likely to feel the influence of policy
considerations. The unique power of
generative Al to hasten critical scien-
tific, economic, and military innova-
tion enjoys widespread recognition.
Some commentators have cautioned
that, if Thaler-like rules effectively
preclude patent protection for cer-
tain generative Al creations, such

creations will be vulnerable to un-
restricted exploitation by geopoliti-
cal rivals of the U.S. This threat may
engender policy minded judicial
reinterpretations of the patent stat-
ute, legislative interventions, or even
administrative activism to address
these concerns. For example, the US
Patent Office is again seeking stake-
holder input and public comment
on the current state of Al technolo-
gies and related inventorship issues.
Clearly, the patent system itself ac-
knowledges that core issues remain
unsettled yet deserve informed reso-
lution. Thus, copyright questions im-
plicated by generative Al (e.g., fair
use), which have received the most
significant press attention so far,
are not the only pivotal intellectual
property issues that require policy
level attention.

The recent past provides a lesson:
What if decisions almost ten years
ago about whether to seek patent
protection on vital software innova-
tions relied solely on the Patent Of-
fice’s first positions on Alice Corp.
v. CLS Bank International, 573, U.S.
208 (2014)? Accordingly, it may be
prudent to anticipate possible future
changes or adaptations to the law
under which inventions produced
by generative AI are not categorical-
ly excluded from patent protection.
As an example of one type of gen-
erative Al innovation, software code
would be a potential strong candi-
date for patent protection should the
law allow. Apart from inventorship

issues, the functionality of inventive
software code resulting from a gen-
erative model would be no less pat-
entable than the software related in-
ventions on which thousands of U.S.
patents are granted every year. One
interesting consideration regarding
a hypothetical patent on code func-
tionality produced by generative Al
would relate to enforcement power.
Given its availability, open source
would likely be a primary compo-
nent of training data to develop a
generative model for code produc-
tion. Whether a patent on produced
code would be encumbered by a
typical no enforcement clause of a
copyleft license applicable to open
source used to train the generative
model appears to be a related ques-
tion raised by generative Al.
CONCLUSION

Generative Al promises to bring
fundamental change. A growing
number of companies will vie to in-
novate and lead in this space. As with
other technology paradigms, patent
protection should play a critical role
to secure innovations in generative
AI from competitors. The unique
and likely changing legal landscape
around generative AI complicates
formulation of a confident or defini-
tive patent strategy now. However,
given explosive growth anticipated
for generative Al, companies vested
in this technology would be ill-ad-
vised to adopt merely a wait and see
approach.

0,
—_— 0’0 —

Warhbol
continued from page 2

“the copying use is of a commer-
cial nature. Id. The Court elaborat-
ed: “Just as Goldsmith licensed her
photograph to Vanity Fair for $400,
AWF licensed Orange Prince to Con-
dé Nast for $10,000.” Id. at 24. The
court thus summarized what might
be the key takeaway distinguishing
its new holding from Campbell:

In sum, the first fair use fac-
tor considers whether the use of
a copyrighted work has a further
purpose or different character,
which is a matter of degree, and the

degree of difference must be bal-

anced against the commercial na-

ture of the use. If an original work
and a secondary use share the same
or highly similar purposes, and the
secondary use is of a commercial
nature, the first factor is likely to
weigh against fair use, absent some
other justification for copying.

Slip op. at 18-19.

A key reason the Court in Andy
Warbol Found. limited the scope of
what is transformative to the stat-
utory-enunciated fair use consid-
erations was to ensure fair use not
overwhelm other separate statutory
rights (belonging exclusively to the
original author), namely, “the rights

to reproduce the copyrighted work,
to prepare derivative works, and,
in the case of pictorial or graphic
works, to display the copyrighted
work publicly. 17 U. S. C. §1006.” Slip
op. at 13. Indeed, as the Court noted,
“the word “transform,” though not
included in §107 [fair usel, appears
elsewhere in the Copyright Act. The
statute defines derivative works,
which the copyright owner has ‘the
exclusive righ[t]’ to prepare, §106(2),
to include ‘any other form in which
a work may be recast, transformed,

or adapted, §101.” Slip op. at 16.
As this author noted in an article
published in November 2022, “Is
continued on page 8
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Securing License for
Internet Artificial
Intelligence

By Jonathan Bick

As artificial intelligence (AD in-
creasingly interpenetrates internet
transactions, licensing interest ex-
pands. The licensing of internet Al
intellectual property is stymied be-
cause legal difficulties such as the
proper assessment of the jurisdic-
tion for the licensing agreement
and the nature of the internet in-
cluding the proper identification of
the parties for the licensing agree-
ment. However, the primary issue
associated with securing a licensor’s
consent for internet Al intellectual
property is that normally the licen-
sor is a computer program, hence
not a legal person.

Legal, business and technological
solutions to this difficulty are avail-
able. All of these solutions involve
modifying the AI’s form or output.

Unlike traditional computer soft-
ware algorithms which limit the
code re-write to criteria and biases
previously coded by the program-
mer, Al software code re-write is ex-
perience driven and hence free of
programmer criteria and biases.

A license is a grant of consent
of one party (licensor) to another
party (licensee) as an element of an
agreement between those parties. A
licensor is a legal “person” capable
of granting rights. The term “per-
son” is defined in 18 U.S.C. §2510(6)
to mean any individual person as
well as natural and legal entities. A
legal entity holds rights, and each
entity has a legal status. Generally,
a legal entity is any company or or-
ganization that has legal rights and
responsibilities, including tax fil-
ings. It is a business that can enter

Jonathan Bick is counsel at Brach
Eichler in Roseland, NJ, and chair-
man of the firm’s patent, intellectual
property, and information technol-
ogy group. He is also an adjunct
professor at Pace and Rutgers Law
Schools.

into contracts, either as a vendor or
a supplier, and can sue or be sued in
a court of law.

Since the vast majority of the out-
put of Al software is newly created
software, it is intellectual property
protected by copyright law. Thus,
the AI owns the new intellectual
property. However, the AI which
is the creator of new intellectual
property is not legally authorized to
license it because it is not a legal
person.

Since AI computer software is a
set of protocols (universally agreed-
upon actions) that takes a known set
of input data and known responses
to the data (as output), and prepares
a model to generate reasonable pre-
dictions for the response to new
data, the Al computer software may
be incorporated into a patent. While
Al may not be inventors (see, Thal-
er v. Vidal, No. 21-2347 (Fed. Cir.
2022)) because only natural persons
(i.e., human beings) can be named
as inventors on U.S. patents, thereby
excluding artificial intelligence from
being listed as an inventor per se,
the America Invents Act (35 U.S.C.
§102) allows the first to file (not first
to invent) to be the owner of an in-
vention.

Since the owner is a legal “per-
son,” a license for the output of the
Al software may be executed and
enforced as an inventor of any pat-
ent that is applied for and granted
over that invention. A patent may be
granted for an Al invention when it
is new, involves an inventive step,
is capable of industrial application,
and is not excluded from patent
protection.

A company making, using or sell-
ing AI tools should also consider
its freedom to operate to avoid en-
croaching on existing patents cov-
ering Al innovation. A patent and
internet landscape assessment is
helpful to mitigate risk.

Due to the worldwide nature of
the internet, and the fact that patent
rights are limited to specific jurisdic-
tions, internet licensing of internet
Al may require more than one pat-
ent. Additionally, internet cul-de-sac
software (i.e., software that limits

licensing via the internet to user
where said licensing is enforceable)
should be considered.

Additionally, it should be noted
that patents provide a time-limited
protection for an invention. Conse-
quently, the enforceable term of the
license will be limited to the term of
the patent (if the patent is the basis
for becoming the licensor for the Al
intellectual property).

Copyright filing is another source
of securing a “legal” person for
purposes of licensing Al intellec-
tual property. While the Copyright,
Designs and Patents Act 1988 was
drafted before licensing Al intel-
lectual property was an issue, it ad-
dresses computer-generated works.
If there is no human author, Section
9 says that for computer-generated
works, “the author shall be taken to
be the person by whom the arrange-
ments necessary for the creation of
the work are undertaken.”

As noted above, the Copyright
Act states that the work initially
vests in the owner (thus in the Al
software for new and additional
software which the Al software cre-
ated). A business/technical work-
around to secure a relevant copy-
right in an Al-generated work is
to edit it in a way that you create
a new copyrightable work. Once
a new work is created, the editor
(presumably a person) will have
the right to execute and enforce a
copyright license.

From a purely technical perspec-
tive, firms licensing Al intellectual
property may benefit from placing
digital locks on their products. Cir-
cumvention of digital locks is an of-
fense in some jurisdictions and may
provide relief against unauthorized
parties.

From a purely business perspec-
tive, internet Al intellectual prop-
erty licensing may benefit from
strengthening their brand (trade-
mark), and in so doing differentiat-
ing their products competitors and
establish a positive market repu-
tation, as well as goodwill. As an
adjunct, a trademark registration
should be considered.

2
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Warbol

continued from page 6

Everything Fair in Love and Warhol?”
(https://bit.ly/43jPqIR), the parties ar-
guing the case presented something
of a false dichotomy between subjec-
tive and objective meaning. A better
question (which the Supreme Court
ultimately did ask) is how best to ad-
vance the express statutory purposes
of criticism, scholarship, parody and
so forth in Section 107 without over-
whelming the Section 106 exclusive
right of the copyright owner to make
derivative works. To this author, the
problem with the Warhol versions of
the Goldsmith photograph was and

is that it is difficult or impossible
to say why they are not derivative
works. Similarly, Seltzer v. Green Day,
which found incorporation of plain-
tiff’s poster art into a music video to
be fair use given the different subjec-
tive meaning of the later use, need
not have focused on subjective versus
objective meaning but rather whether
the new meaning advances the pur-
poses of the fair use doctrine of en-
couraging criticism, scholarship or
otherwise. Andy Warhol Found. may
rein in the Campbell test a little, but
it is not thus a radical departure from
precedent (or the statutory language).

So too, much of the commen-
tary following Court’s May 18 deci-
sion Andy Warhol Found. focusing

on Judge Kagan’s stinging dissent,
should perhaps be seen through the
historical lens that the fair use doc-
trine has always been among “the
most troublesome in the whole law
of copyright.” The sharper objec-
tive focus called for by Andy Warbol
Found. perhaps clarifies but does not
radically alter the test under Camp-
bell of whether the use “reasonably
could be perceived as commenting
on the original or criticizing it.” What
is reasonable will now entail a more
objective focus but will continue to
leave substantial disagreement in
this “troublesome” area of what is
fair. The more things change, the
more they may also remain the same.

——

ITC Exclusion
continued from page 4

certain ITC investigations. OUII
attorneys have been assigned to
participate in virtually all recent
GEO cases and OUII has often sup-
ported complainant’s request for
a GEO. For instance, in Opening
Containers, Comm’n Op. at 10-11,
OUII argued that a GEO “is neces-
sary to prevent the circumvention
of an [LEO]” because “there is am-
ple direct evidence that Defaulting
Respondents have operated using
multiple identities and are selling
what appear to be identical prod-
ucts through different storefronts
on multiple different Internet plat-
forms.” The Commission agreed
with OUIIl’s argument.
CONSIDERATIONS FOR
NON-RESPONDENT IMPORTERS

FAcING A PoOTENTIAL GEO

For companies in product spaces
that could be susceptible to a GEO,
it is important to monitor for any
ITC complaints filed by competi-
tors seeking a GEO. A GEO “effec-
tively shifts to would-be importers
of potentially infringing articles,
as a condition of entry, the burden
of establishing noninfringement.”

Certain Collapsible Sockets for Mo-
bile Electronic Devices, Inv. No.
337-TA-1056, Comm’'n Op. 26-27
(July 9, 2018). Since even non-
respondents can be impacted by
a GEO, a non-respondent compa-
ny will want to evaluate whether
the scope of a new investigation
could implicate its products. If
so, the company should consider
whether to intervene in the inves-
tigation to defend its rights. If an
importer waits until the remedy
stage to seek a carve-out from a
GEO, it may be too late, as it was in
Collapsible Sockets. Id.

Intervention may be particularly
important in cases where many, or
even all, respondents end up de-
faulting and therefore the claims
are not seriously contested on the
merits. Section 337(g)(2) provides
that “[wlhere no respondents ap-
pear in an investigation, the Com-
mission is authorized, subject to
consideration of the public inter-
est, to issue a GEO.” Two recent
examples of GEOs issuing under
subsection (g)(2) include Batter-
ies and Foldable Reusable Drink-
ing Straws. While the administra-
tive law judge will still scrutinize
complainant’s evidence in such a

IP NEws
Looking for the IP News sec-
tion? Find a write up and analysis
cases in intellectual property law
online at https://bit.ly/3mNeYO0S.

case before recommending a GEO,
the respondents’ position is obvi-
ously at a considerable disadvan-
tage with no one in the case to
represent it.
CONCLUSION

A GEO is the most powerful
remedy available at the ITC and
obtaining one can help protect an
IP owner’s market share for its pat-
ented products. Thorough prepa-
ration of supporting evidence and
robust discovery will be crucial to
satisfying the requirements for is-
suance of a GEO. For non-respon-
dent importers, vigilance in spot-
ting potentially threatening GEO
cases and intervening as neces-
sary can help avoid falling under
a GEO.
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