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Plaintiff: Shanghai Character License Administrative Co., Ltd. (SCLA), with its domicile at
Room 03F, 16/F, 2 Maji Road, China (Shanghai) Pilot Free-Trade Zone, Shanghai, China.

POEERA: NI

Legal representative: Sun Gang

ZACRACE N SKRIER, WL BT HImE55 pratim.

Litigation Representative: Zhang Yanlai, lawyer from Zhejiang Kinding Law Firm.
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Litigation Representative: Dan Qidi, lawyer from Zhejiang Kinding (Shanghai) Law Firm.

Wit Al aw (b)), AR IXXX.
Defendant: Al Company (alias), with its domicile at IXXX.

REREN: XX,
Legal representative: XX.

ZHEFIARIEA . XXX, X, XXXXX
Litigation Representative: XXX, X, XXXXX
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In the case of the network infringement liability dispute between Shanghai Character License
Administrative Co., Ltd. (Plaintiff) and the Al Company (Defendant), this court filed this case on
January 5, 2024, for which the summary procedure was applied in accordance with law. The court held
a public hearing on February 4, 2024. Plaintiff’s litigation representatives Zhang Yanlai and Shan Qidj,
and Defendant’s litigation representative XXX participated in the lawsuit online. The case has now

been concluded.
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Plaintiff filed the following claims to this court: 1. To order Defendant to immediately cease
generation of infringing Ultraman images and delete the disputed Ultraman materials from its training
dataset; 2. To order Defendant to compensate Plaintiff for its economic losses and reasonable expenses
of 300,000 Yuan incurred in order to cease the infringement; and 3. Defendant shall bear the full cost

of litigation in this case. Facts and reasons: “Ultraman” is a globally renowned animated character in



the world. The Ultraman series has been ranked among the most popular on iQIYI, Tencent, Bilibili
and other major video websites. It has extensive influence and popularity. In 2013, the Ultraman series
was certified by the Guinness World Records as the “TV Program with the Most Spin-Off Series.”
Since its introduction to China, the Ultraman series has won numerous awards, including Top Ten
Overseas Brands of China Animation Licensing Industry of 2014, the Popular IP Award of China
Licensing Expo of 2016, the Popular IP Award of China Licensing Expo of 2017, the Outstanding IP
Award of China Golden Star Award of 2018, the Outstanding IP Award of China Golden Star Award
012020, the Golden Petal Award of Cartoon Unit of 2020, the Most Popular Cartoon Award of the Year
(1QIYI), and the “Fashion Person” Award of 2020 (Tmall), among dozens of other awards. The
Ultraman series of toys have been dominating major sales lists all year round. In 2022, the product
introduction to Alibaba’s IP Database and its ranking of the Top 100 IPs shows that the Ultraman series
ranked first. The “Ultraman” character has endorsed NISSAN, Honda, BMW Motorsport, Toshiba
Washing Machine, Lawson, Uniqlo and other leading companies in various industries. Additionally, it
has actively participated in various social welfare activities, industry exhibitions, game licensing and
book publishing, etc. Ultraman has a wide influence across different sectors of the society. Tsuburaya
Productions Co., Ltd. (“Tsuburaya Productions”) is the copyright owner of the Ultraman series, and
has registered the copyrights of the images of each Ultraman series. In 2019, Tsuburaya Productions
and Plaintiff entered into the “Authorization Certificate,” which exclusively licensed the copyrights of
the Ultraman series to Plaintiff, and granted Plaintiff the right to enforce these rights. Defendant
operates a website named Tab (alias), which has Al dialog and Al image generation features. Plaintiff
discovered that when Tab is requested to generate Ultraman-related images (e.g., by entering “Generate
an Ultraman Dyna”), the Ultraman image generated by Tab is substantially similar to Plaintiff’s
Ultraman image. Tab’s Al image generation feature is a member-exclusive function, and each
generation of an image requires “computing power.” Both membership and “computing power” require
additional user payments. Plaintiff contends that Defendant, without authorization, used Plaintiff’s
copyrighted works to train its large models and generate substantially similar images. Defendant has
illegally profited from value-added services such as membership recharge and “computing power”
purchases. Plaintiff believes that Defendant’s actions have caused significant damages. Therefore,

Plaintiff has filed a lawsuit to enforce its legal rights and interests.
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On February 1, 2024, Plaintiff submitted the Application for Change of Claim to this court and
moved to change the cause of action of this case to copyright infringement, claiming against Defendant
for infringement of the rights of reproduction, adaptation and information network dissemination.
Plaintiff specified that in addition to “deleting the disputed Ultraman materials from its training dataset,”
Defendant should also take reasonable measures to prevent Tab from generating images that are
identical or similar to the disputed Ultraman work. In addition, the following facts and reasons were
added: Defendant Tab’s Al image generation feature could generate images corresponding to the user’s
instructions. For example, when a user inputs “Generate an Ultraman,” an image of Ultraman is
generated; when a user inputs “Ultraman blended with Sailor Moon,” an image of Ultraman’s body
combined with Sailor Moon’s long hair is generated. Plaintiff contends that Defendant’s unauthorized
generation of multiple Ultraman images infringes on Plaintiff’s right of reproduction of the disputed
Ultraman work. Certain infringing images, such as Ultraman in an illustration style and the blending
of Ultraman with other characters (e.g., Sailor Moon and Doraemon), are substantially similar to
Plaintiff’s copyrighted works, infringing upon Plaintiff’s adaptation right of the disputed Ultraman
work. Defendant generated all the disputed images and provided them to users, which infringed

Plaintiff’s right to disseminate the disputed Ultraman work over information networks.
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The court explained to Plaintiff and Defendant in court that the cause of action in this case was

changed to copyright infringement.
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Defendant responded that it disagreed with all of Plaintiff’s claims. First, Defendant had ceased
the alleged infringing actions when the case documents were served. Second, Defendant denies any
subjective or objective intent to use Plaintiff’s copyrighted works without authorization for training
large models or creating substantially similar images. The Al image generation feature of the website

in this case was implemented through a third-party service provider, which is unrelated to Defendant.



Additionally, since the disputed images were produced and generated by Plaintiff voluntarily, there is
no direct evidence proving that Defendant profited from exhibiting and publicizing the Ultraman
images. Furthermore, the Al image generation feature is presented as a free, members-only service,
with “computing power” provided as a bonus for those who purchase a membership during the
service’s launch period. Third, Defendant has not actually charged any fee for membership recharges
or “computing power” purchases as claimed by Plaintiff. Plaintiff has no evidence to prove that
Defendant subjectively or objectively intended to use the works owned by Plaintiff to make profits
without authorization. Fourth, Plaintiff has no evidence to prove that Defendant’s act caused 300,000

Yuan of economic losses and other expenses to Plaintiff.
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Plaintiff and Defendant submitted evidence through the court’s litigation platform and fully
expressed their opinions on the authenticity, legality and relevance of the evidence through the court’s

litigation platform and the court’s hearing. The court identified the relevant facts of this case as follows:
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1.  Ownership of the Disputed Work
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(1) Authorization of the Disputed Ultraman Work
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The third party, Tsuburaya Productions is the copyright owner of Ultraman series. On April 1,
2019, May 1, 2019, August 1, 2019, December 2, 2019, May 1, 2020, November 30, 2020, and March
16, 2021, Tsuburaya Productions and Plaintiff signed the ‘“Authorization Certificate” and six
“Supplementary Authorization Certificates” respectively. The authorization periods are April 1, 2019
to March 31, 2024; May 1, 2019 to March 31, 2024; August 1, 2019 to March 31, 2024; December 2,
2019 to March 31, 2024; May 1, 2020 to March 31, 2024; November 22, 2020 to March 31, 2024; and
March 14, 2021 to March 31, 2024. The scope of authorization is within the territory of the People’s
Republic of China (excluding Hong Kong, Macau, and Taiwan).
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The Authorization Certificate specifies that Tsuburaya Productions has exclusively granted
Plaintiff the right of reproduction, information network dissemination and adaptation with respect to
the artistic images and elements such as the names of the works, names of roles, images of roles, logos,
props and scenes, within the term and scope of the authorization. This also includes the right to
independently enforce these rights. The Ultraman images authorized by the “Authorization Certificate”
and the “Supplementary Authorization Certificates” include the disputed Ultraman image whose

copyright has been registered.
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The signatures or seals involved in the “Authorization Certificate” and the “Supplementary
Authorization Certificates” have been notarized by a Japanese notary public and confirmed by the

consulate of our country’s embassy in Japan.
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(2) Registration Information of the Disputed Ultraman Work
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Plaintiff alleges that the registered copyright owner of the Ultraman-related series of works is

Tsuburaya Productions. Plaintiff provided the following evidence to prove its claim:
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(3) Main Characteristics of the Disputed Ultraman Work
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The main characteristics of the disputed Ultraman work include: the middle of the forehead is
like a fish fin, which is a symmetrically diamond-shaped bulge; the left and right sides of the forehead
are sunken inwards, extending from the forehead to the back of the brain; there is no nose; a crystal is
inlaid between the eyebrows at the bottom of the fin, with a midline that extends from the crystal to

the mouth. The eyes are iconic and protruding huge eyes of the Ultraman series, and the two eyes are

11



oval, egg-shaped and lying symmetrically on both sides of the midline; a teardrop-shaped (pointed
downwards) base protrudes in front of the upper chest and the middle chest, and there is an indicator

light inlaid in the base.
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(4) Awards Received by the Disputed Ultraman Work and Other Relevant Information
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Plaintiff claims that the disputed Ultraman work is extremely well-known and provides the
following evidence for proof: the Ultraman series won many awards such as the Top Ten Overseas
Brands of China Animation Licensing Industry of 2014, and the Popular IP Award of China Licensing
Expo of 2017. The Ultraman was recognized by the Guinness World Records as the “TV Program with
the Most Spin-off Series.” In addition, the Ultraman character has endorsed NISSAN, Honda, BMW
Motorsport, Toshiba Washing Machine, Lawson, Uniqlo, L’Oréal and other enterprises. It also has
participated in social welfare activities. According to the product introduction to Alibaba’s IP Database
and its ranking of top 100 IPs in 2022 (calculated according to the comprehensive operation data
indicators of IP parties on Taobao and Tmall platforms during 2021), the IP standard name “Cosmic

Hero Ultraman” ranks the first in the list.
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2. Basic Information of the Tab Service
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Tab’s Al image generation feature is exclusive to members. During the online court trial,
Defendant stated that Tab was launched in MM, 202X, [the exact month and year are omitted from the
opinion] and that paid users could use the member version for an unlimited number of times with no
word limit. After purchasing the membership, users would receive a certain amount of “computing
power” for free, which could be used for Al image generation and other services. Each use of the Al

image generation service would consume “computing power.” When the “computing power” was used
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up, users would need to add additional computing power.
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In order to prove that the disputed images were provided by a third-party service provider and not
trained using the disputed Ultraman work, Defendant provides the “Order Agreement” signed with the
third-party service provider, supported by additional evidence including screenshots of Defendant’s
use of the third-party service provider’s cloud service backend interface, common interface
information and Al image generation basic version submission request page, as well as screenshots of

the third-party service provider’s cloud platform user agreement.
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3. Circumstances Regarding the Generation of Disputed Images by Tab
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(1) Specific Procedures for Tab to Generate the Disputed Images
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In late December 2023, Plaintiff discovered that the Tab website operated by Defendant could
generate images identical or similar to the disputed Ultraman image. The specific generation method

1s as follows:
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Input the prompt “Generate an Ultraman” in the dialog box of the Al image generation module of
the Tab, and the Tab displays an image consistent with the disputed Ultraman image in the area of

sample images for the user to view and download;
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Input the prompt “Ultraman with long hair” in the dialog box, and Tab displays an image with long
hair on the head which retains the characteristics of the disputed Ultraman image area of sample

images for the user to view and download;
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Input the prompt “Generate an Ultraman in the style of an illustration” in the dialog box, and Tab
displays an image of Ultraman in the style of an illustration which retains the characteristics of the

disputed Ultraman image in the area of sample images for the user to view and download.
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(2) Comparison of Specific Content of the Disputed Images Generated by Tab
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Plaintiff alleges that the Tab website operated by Defendant is capable of generating images
substantially similar to the disputed Ultraman image, that the Al image generation feature for the
generation of such images is exclusive to members, and that the generation of the images will consume
“computing power. In order to prove that the disputed images infringed the right of reproduction, the
right of adaptation and the right of information network dissemination, Plaintiff submitted screenshots
of the disputed images generated by Defendant’s Tab website after inputting the prompt word. The
original image of Ultraman Tiga (Multi Type) is compared with the screenshots of the main images

generated by the Tab website as follows:
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Screenshots of the Main Disputed Images Generated by Tab
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FIG. 10
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Ultraman Tiga (Multi Type) belongs to the second item of the aforementioned “Ultraman Tiga
Series: Ultraman Image Collection,” its main characteristics being that: the whole body is covered with
silver color and red, blue and yellow lines; a midline extends from the crystal down to the mouth, and
two eyes are oval, egg-shaped symmetrically lying on both sides of the midline; the neck and chest are
the same red, with an inverted V-shaped narrow body shape extending from the upper chest to the
lower chest, and three silver and two yellow stripes alternating with two blue stripes up and down,

forming a U-shaped cuirass that covers the whole chest from the shoulders; the upper abdomen is
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covered by a V-shaped silver line with wings spread; the whole H-shaped red lines extend from the
ribs to the lower abdomen, and then to the sides of the thighs to the knee joint; the blue lines extend
from its armpits, the ribs, the waist, the sides of the thighs to the knee joint; the front of the knees is
covered by diamond-shaped silver lines that are longer at the top and shorter at the bottom, with red

lines on the inner side and blue on the outer.
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The images shown from “FIG. 1” to “FIG. 3”, all have the following characteristics: a midline
extends from the crystal down to the mouth; two eyes are oval, egg-shaped symmetrically lying on
both sides of the central suture; the upper chest and the middle chest have raised bases and indicator
lights; several alternating stripes form a U-shaped cuirass that covers the whole chest from the
shoulders; and the whole body is covered with silver as the background and red lines. In comparison,
the disputed generated images retain the original expression of the Ultraman artistic image. Defendant
provides generative artificial intelligence services through the Tab website, and the outputs generated
in the service process bear a high degree of similarity to the disputed Ultraman image in a number of

key characteristics, constituting substantial similarity.
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From “FIG. 4” to “FIG. 6, these images all have the following characteristics: several alternating
stripes form a U-shaped cuirass that covers the whole chest from the shoulders; the upper chest and
the middle chest have raised bases and indicator lights; and the whole H-shaped lines extend from the
ribs to the lower abdomen. In comparison, the disputed generated images are of illustration style as a

whole, which present certain differences from the disputed Ultraman image.
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There are also some differences between images from “FIG. 7” to “FIG. 107, and the disputed

Ultraman image. The main feature is that the typical elements of the disputed Ultraman image are

combined with third-party cartoon images.
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To summarize, the images from “FIG. 4” to “FIG. 10” partially retain the original expression of
the aforementioned “Ultraman Tiga (Multi Type)” image and have developed new characteristics while

retaining some of the original expression.

(=) BEMVFERBHIEREE
(3) Relevant Measures Taken by Defendant after Responding to the Lawsuit
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Defendant stated that, after receiving the summons and documents served with this case, it had
implemented keyword blocking measures to prevent the Tab website from generating Ultraman-related
images. During the trial, when a prompt word containing “Ultraman” was entered in the dialog box of
the Tab website’s Al image generation module, the Tab website popped up “the message you sent
contains non-compliant content”, and there was no action in the image generation area. When “Tiga”
was entered in the dialog box, the features of the image generated by Tab’s Al image generation module

were highly similar to the original image of Plaintiff’s disputed Ultraman image.
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As of the trial of this case, Defendant’s Tab website has not been found to have any relevant user
agreement or platform rule, or notices to inform the user not to infringe upon others’ copyright or other
legal rights and interests when using the service. Additionally, there was no indication that Defendant’s
Tab website informed the user that the images generated by the website were generated by Al, or
explained to the user that the Al image generation feature of the Tab website was provided by a third-

party service provider.
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4.  Other Facts Determined by this Court
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In order to protect its right of authorship in the disputed Ultraman work, Plaintiff incurred the
following expenses on the production of relevant evidence and notarization: a Hangzhou Internet
Notary Public service fee of 300 Yuan; a fee of 136.35 Yuan for collecting evidence from Tab services
three times; and a fee of 833 Yuan for using a comparable Al image generation service for evidence
production. The expenses total 1269.35 Yuan. Plaintiff provided records of expenses and UniTrust

Time Stamp Authority electronic statements to prove that expenses had actually incurred.
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The aforementioned facts are substantiated by the ‘“Authorization Certificate” and
“Supplementary Authorization Certificates”; screenshots of the disputed generated images;
screenshots of the allegedly infringing website; a purchase order agreement; a cross-examination

record; the trial transcript; and other documents on record.
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This court holds that the case at hand has transformed from a dispute over network infringement
liability to a dispute over the infringement of the right of authorship. Based on the ascertainment of
facts and claims made by both parties, the disputes at issue are: 1) whether Defendant infringed upon
Plaintiff’s right of reproduction, right of adaptation, and right of information network dissemination,

and 2) if Defendant’s conduct constitutes infringement, what civil liabilities should Defendant incur.
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Regarding whether the disputed Ultraman work is protected by the Copyright Law of the People’s
Republic of China, this court holds that the disputed Ultraman image is a graphic work that possesses
originality. Therefore, the work is under copyright protection, and the work’s right holder is the
Tsuburaya Productions. Pursuant to Article 2, Paragraph 2 of the Copyright Law of the People’s
Republic of China, “[a]Jny work of a foreigner or stateless person which enjoys copyright under an
agreement concluded between the country to which the author belongs or in which the author
permanently resides and China, or under an international treaty to which both countries are parties,

shall be protected by this Law.” Hence, the disputed Ultraman work is protected by the Copyright Law
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of the People’s Republic of China.
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Regarding whether Plaintiff has the independent right to enforce the rights of authorship [in
Ultraman], Article 12, Paragraph 1 of the Copyright Law of the People’s Republic of China provides,
“[t]he natural person, legal person or unincorporated organization whose name is affixed to a work
shall, without contrary proof, be the author of the work and have corresponding rights in the work.”
Article 7, Paragraph 1 of the Interpretation of the Supreme People’s Court Concerning the Application
of Laws in the Trial of Civil Disputes over Copyright provides, “[t]he work papers concerning
copyrights provided by the parties in question, originals, and legitimate publications, registration
certificate of the copyrights, certificates issued by the authentication institution and the contracts
obtained may be taken as evidence.” In the absence of valid evidence to the contrary and according to
the registration certificates and images of the work provided by Plaintiff, the right of authorship to the
disputed Ultraman work belongs to the third party, the Tsuburaya Productions. According to the
“Authorization Certificate” and “Supplementary Authorization Certificates” signed by the Tsuburaya
Productions and Plaintiff, Plaintiff enjoys the exclusive right of authorship to artworks that contain
imageries of the Ultraman series during the licensing term and within the licensing scope. Specifically,
Plaintiff’s exclusive rights of reproduction, right of communication to the public on information
networks, right of adaptation, and other exclusive rights encompass the licensed work and the work’s
title, character names, character images, signature symbols, props, settings, and other artistic
characteristics and elements. In addition, Plaintiff has the independent right to enforce [the rights of

authorship in Ultraman].
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1. Whether Defendant Infringed upon Plaintiff’s Right of Reproduction, Right of

Adaptation, and Right of Information Network Dissemination
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e
In regard to whether Defendant’s generation of the disputed generated images, during the process
of providing services, infringed upon the three aforementioned rights, this court provides detailed

analysis as follows:

(—) RTHRERBRIEIR G Z AL H &
(1) The Issue Regarding Whether Defendant Infringed upon Plaintiff’s Right of

Reproduction
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Article 10, Paragraph 1, Term 5 of the Copyright Law of the People’s Republic of China provides
that “Copyright shall include the following personal rights and property rights: ... (5) the right of
reproduction, that is, the right to produce one or more copies of the work by means of printing,
photocopying, rubbing, sound recording, video recording, duplicating, re-shooting, or digitalization
etc.; ....” The disputed Ultraman work enjoys high reputation, and it could be visited, looked-up, and
downloaded, on iQYI and other well-known video-sharing websites. Under the condition that
Defendant has not provided evidence to the contrary, it is possible for Defendant to have had access
the disputed Ultraman work. Plaintiff has provided the disputed images generated by the Tab website,
which either in-part or entirely copied the original expression of the “Ultraman” artistic image. Hence,
Defendant copied the Ultraman image without authorization, and thereby infringed upon Plaintiff’s

right of reproduction to the disputed Ultraman work.

(=) RTHEER BRI & SR H &
(2) The Issue Regarding Whether Defendant Infringed upon Plaintiff’s Right of
Adaptation
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Article 10, Paragraph 1, Term 14 of the Copyright Law of the People’s Republic of China provide
that “Copyright shall include the following personal rights and property rights: ... (14) the right of
adaptation, that is, the right to modify a work for the purpose of creating a new work of original
creation; ...” The generated image at issue partially preserved the original expression of the “Ultraman
Tiga (Multi Type)” and added new features. The aforementioned conduct of Defendant constitutes the
adaptation of the disputed Ultraman work. Hence, Defendant adapted the disputed Ultraman work
without authorization, and Defendant thereby infringed upon Plaintiff’s right of adaptation to the

disputed Ultraman work.

(2) RTREEFHRBFERIVIE B MR ERBH &
(3) The Issue Regarding Whether Defendant Infringed upon Plaintiff’s Right of

Information Network Dissemination
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Article 10, Paragraph 1, Term 12 of the Copyright Law of the People’s Republic of China provides
that “Copyright” shall include the following personal rights and property rights: ... (12) the right of
dissemination via information networks, that is, the right to provide works that may be obtained by the
public at the time and place selected by the public by wired or wireless means; ...” The issue regarding
whether Defendant infringed upon Plaintiff’s right of reproduction and right of adaption, or the right
of dissemination via information networks, only involves the determination of specific right of
authorship. However, the issue does not have any effect on determining whether Defendant’s conduct
constituted infringement, and it does not have any substantial impact on right holders or public interest.
Regarding Plaintiff’s separate claim against Defendant’s infringement upon its right of dissemination
via information networks, this court will not repeat its analysis, because this case centers around the
novel issue about Al-generated content, against the backdrop of the greater generative Al development.
Furthermore, this court has supported the Plaintiff’s claims concerning the infringement of its right of
reproduction and right of adaption, and Defendant’s infringing conduct was analyzed within the scope
of Plaintiff’s right of reproduction and right of adaption. Hence, this court will not repeat its analysis

respecting this matter.
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2. 'What Civil Liabilities Does Defendant Incur
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Pursuant to Article 52 and Article 53 of the Copyright Law of the People’s Republic of China,
Defendant’s conduct infringed upon Plaintiff’s reproduction and adaptation rights in the disputed
Ultraman work. Defendant assumes the responsibility to cease such infringement, and to compensate

for injury, in addition to other civil liabilities. This court’s specific analysis is as follows:
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(1) The Issue Regarding Ceasing the Infringement
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In this case, Plaintiff requested Defendant to cease generating the infringing image and delete the
disputed Ultraman material from its machine learning database. On July 13, 2023, the Cyberspace
Administration of China, together with the National Development and Reform Commission, the
Ministry of Education, the Ministry of Science and Technology, the Ministry of Industry and
Information Technology, the Ministry of Public Security, and the State Administration of Radio, Film
and Television, issued the Interim Measures for the Administration of Generative Artificial Intelligence
Services, which was implemented beginning August 15, 2023. The Interim Measure is the first set of
specific regulations that China has promulgated in regard to artificial intelligence research and services.
Article 22, Paragraph 2, of the Interim Measure provides that “[t]he term “generative Al service
provider” means any organization or individual that uses generative Al technology to provide
generative Al services (including providing generative Al services by providing programmable

interfaces).” According to Defendant’s statement, it provides users with Al service by accessing the
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third-party service provider’s system through a programming interface. Therefore, Defendant is
classified as an Al service provider (hereinafter referred to as service provider). Article 14, Paragraph
1, of the Interim Measure provides that “[w]here a provider discovers illegal content, it shall promptly
take disposal measures such as stopping generation, stopping transmission or eliminating the illegal
content, make rectification through measures such as model-based optimization training, and report to
the relevant competent department.” In the case at hand, Defendant, as a service provider, infringed
upon Plaintift’s right of authorship in the disputed Ultraman work, and thus assumes the liability to
cease infringing conduct, which means ceasing content generation. This court rejects Defendant’s
argument that the Al graphics generation service was provided by a third party and that it therefore

does not assume any liability.
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According to technical principles of generative Al, Defendant’s business, Tab, could continue to
generate images similar to the disputed Ultraman work if Defendant does not adopt certain technical
preventative measures. Since Plaintiff requested Defendant to cease content generation, this court
supports Plaintiff’s request. Defendant should cease generating content that is substantially similar to

the disputed Ultraman work using technical preventive measures.
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In this case, Defendant has adopted keyword filters and other measures to prevent generating
similar images with relative effectiveness. However, both Plaintiff and Defendant witnessed on trial
that similar content could still be generated on Tab when keywords related to Ultraman were entered.
Therefore, Defendant should further adopt keyword filters and other measures to prevent its service
from generating more images similar to the disputed Ultraman work. The degree of preventative
measures should be: when a user enters keywords related to Ultraman under ordinary circumstances,

images substantially similar to the disputed Ultraman work can no longer be generated.
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Regarding Plaintiff’s request to delete the disputed Ultraman materials from its model training

database, this court will not support this request because Defendant did not conduct any model training.
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(Z) KT RLA WA R B
(2) The Issue Regarding Whether Compensatory Damages are Available
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Plaintiff requested Defendant to compensate it for its economic losses and the reasonable
expenditures it incurred for infringement prevention. The liability to compensate Plaintiff for its
injuries shall be considered based on the analysis of Defendant’s fault. Judgments in similar cases have
held that Al has certain tool-like attributes. Generative Al can be used for both legal and illegal ends.
Article 4 of the Interim Measures for the Administration of Generative Artificial Intelligence Services
emphasizes that providers of generative Al services shall observe laws and administrative regulations,
and respect social morality and ethics. Providers shall also respect intellectual property rights.
Therefore, service providers should be reasonably cautious when fulfilling their duties providing
generative Al services. However, in this case, Defendant has not fulfilled its duties as a service provider.

This court’s specific analysis is as follows:
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First, there is a lack of any complaint or reporting mechanism. Article 15 of the Interim Measures
for the Administration of Generative Artificial Intelligence Services stipulates that “A provider shall
establish and improve a complaint and reporting mechanism, set up a convenient complaint and
reporting portal, announce handling procedures and time limits for feedback, accept and handle public
complaints and reports in a timely manner, and provide feedback on the handling results.” According
to the facts of this case, especially the circumstances determined by this court on trial, Defendant’s Tab
website has yet to establish any relevant complaint and reporting mechanism since the start of trial.
Therefore, it is difficult for right holders to protect their right of authorship through a complaint and

reporting mechanism.
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Second, there is a lack of potential risk notifications. Article 4 of the Interim Measures for the
Administration of Generative Artificial Intelligence Services provides that “[f]or the provision and use
of generative Al services, laws, and administrative regulations shall be observed, social morality and
ethics shall be respected, and the following provisions shall be complied with: ... (3) Intellectual
property and business ethics shall be respected, and business secrets shall be kept. It is prohibited to
implement monopoly or unfair competition by taking advantage of algorithms, data, and platforms; ...
(5) Effective measures shall be taken based on the service types and characteristics to make generative
Al services more transparent and generated content more accurate and reliable.” In this case, Defendant,
as a service provider, did not notify users to refrain from infringing upon others’ right of authorship
through user agreements or other means. Distinctly different from other online services, generative Al
services users, generally speaking, lack the adequate understanding of the underlying risk of
infringement upon the rights of others, especially copyright infringement. Therefore, generative Al
service providers are obligated to notify users of potential risks, including the fact that users are
prohibited to use such services to infringe upon others’ right of authorship. Third, there is a lack of
distinctive labels. Article 12 of the Interim Measures for the Administration of Generative Artificial
Intelligence Services provides that “[a] provider shall label the generated content, such as images and
videos, in accordance with the Provisions on the Administration of Deep Synthesis of Internet-based
Information Services.” Article 17 of the Provisions on the Administration of Deep Synthesis of
Internet-based Information Services provides that “[I]f a deep synthesis service provider provides the

following deep synthesis services, which may lead to confusion or misunderstanding by the public, it
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shall prominently mark the reasonable location and area of the generated or edited information to
remind the public of the circumstances for deep synthesis: ... (5) Other services that may generate or
significantly alter information content.” When generative Al content could result in misunderstanding
or misidentification by the public, generative Al service providers are obligated to provide the
generated content with conspicuous labels. After labeling, relevant right holders would accurately
recognize that the labeled content was Al-generated, thereby adopting specific and effective measures
to protect their rights. Hence, the labeling obligation is not only a form of respect to the public’s right
to know, but it is also an obligation to safeguard rightsholders. As of this case, Defendant did not

provide any labels to the disputed generated images, and thus it did not fulfill its labeling obligations.

Zi PR, B ARR B EIRVER XSS, T AR, DR SO AT D AR FH A N P s
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In sum, Defendant did not fulfill the aforementioned obligations, and thus it is subjectively at
fault. Therefore, Defendant shall compensate [Plaintiff] for the damages caused by its infringing

conduct.

(=) KT e T BB i 1a] &
(3) The Issue Regarding the Ascertainment of the Damages Amount
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Article 54, Paragraphs 1, 2, and 3 stipulate respectively that “[a]n infringer infringing upon
copyright or copyright-related rights shall make compensation on the basis of the right holder’s actual
losses arising therefrom or the illegal gains of the infringer; and where the right holder’s actual losses
or the infringer’s illegal gains are difficult to be calculated, compensation may be made on the basis
of royalties. For deliberate infringement upon copyright or copyright-related rights, if circumstances

are serious, compensation may be made on the basis of an amount not less than one time nor more than
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five times the amount determined by the aforesaid methods.” “Where the right holder’s actual losses
or the infringer’s illegal gains and royalties are difficult to be calculated, the people’s court shall, on
the basis of the seriousness of the tort, award compensation of not less than 500 yuan nor more than 5
million yuan.” “The amount of compensation shall include the reasonable expenses paid by the right
holder for stopping the tort.” In this case, the actual damages and Defendant’s illegal proceeds cannot
be determined based on the presently available evidence. This court considered the following factors
to determine the damages amount: first, the disputed Ultraman work possesses relatively significant
market visibility; second, Defendant, after its response to the lawsuit, actively adopted technological
measures to prevent the continuation of such content’s generation with relative effectiveness; third,
Defendant only provided the disputed images to its users, and thus the infringement had a limited scope
of influence; Fourth, Plaintiff incurred expenditures when collecting evidence to protect its rights, and
this court has the discretion to support a portion of its expenses according to the their reasonableness
and necessity. In sum, this court has determined that Defendant is to compensate Plaintiff’s economic

losses of 10000 Yuan (which includes reasonable expenses).
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After reviewing this case, this court emphasizes that Al is a strategic technology that will lead to
future advancement. It is the core driving force for a new round of scientific and technological
revolution and industrial transformation, and it is considered to be the main force in generating new
quality productive forces. Our nation has undergone rapid development in Al technology. Data and
computational resources have become increasingly rich, and new technological developments have
become widely applicable. This has set a solid foundation for broadening the scope of Al scenarios.
Since the generative Al industry is still at its early stage of development, it is unwise to overburden
service providers with duties. In the process of rapid technological development, service providers
should actively take reasonable, affordable precautions, thereby promoting the Chinese-style Al

regulatory system that is safe and developing, balanced and inclusive, and innovative and protective.
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In summary, pursuant to Article 2, Paragraph 2, Term 10, Article 10, Article 12, Article 52, Article
53, and Article 54 of the Copyright Law of the People’s Republic of China; Article 7, Paragraph 1, and
Article 26 of the Interpretation of the Supreme People’s Court Concerning the Application of Laws in
the Trial of Civil Disputes over Copyright; Article 67, Paragraph 1 of the Civil Procedure Law of the
People’s Republic of China; Article 90 of the Interpretation of the Supreme People’s Court on the
Application of the Civil Procedure Law of the People’s Republic of China, the judgment is as follows:

= B AL AR A R R AFR RO 2 RS EMF IR R R B Gt s R A IR A
] GRS BURE SAF S ZAEBUAT Y, SLERBUM B AR SE i, AESR Btk 951 A8 By 1B - IE
WAL, AR RURIE R T R G S R e TR A =] RIS Z AR B
(1) Defendant AI company is to cease any infringing conduct against the right of authorship in
the Ultraman image of Plaintiff, Shanghai Character License Administrative Co, Ltd., when this
judgment becomes legally effective. Defendant is to adopt relevant technological measures when
providing services to users in order to prevent the generation of content that will infringe upon
the right of authorship in the disputed Ultraman image of Plaintiff, Shanghai Character License
Administrative Co, Ltd.

T MR AL AT T AR SRR AR 2 HR A H NI R R S R SR TR A
10000 J& (3 A HIF0);
(2) Defendant AI company is to compensate Plaintiff, Shanghai Character License Administrative
Co, Ltd., in the amount of 10000 Yuan (which includes reasonable expenditures) within 10 days

after this judgment becomes legally effective.

= BB B ) e AR A R o m] B AR YRR TE K
(3) The other requests summitted by Plaintiff, Shanghai Character License Administrative Co,
Ltd., are rejected.
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If Defendant does not pay Plaintiff the monetary damages ordered by this judgment within the
provided time period, according to Article 264 of the Civil Procedure Law of the People’s Republic of
China, Defendant will be subject to double interest of debts during the period of deferred performance.
The case acceptance fee is 2900 Yuan. Plaintiff, Shanghai Character License Administrative Co, Ltd.,

is responsible for 1400 Yuan, and Defendant Al company is responsible for 1500 Yuan, which should
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be paid to Plaintiff, Shanghai Character License Administrative Co, Ltd., within 10 days after this

judgment becomes legally effective.

WAIRA A, W DA AR IA TR 2 Hil+ T H W IR AR 622 EYRIR, 642377 5 AN
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If any party refuses to accept the judgment, he or she may appeal to the Guangzhou
Intellectual Property Court by submitting a written appeal to this court within 15 days after service
of the judgment, and he or she must provide the copies of the appeal document in accordance with

the number of the opposing parties.
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Pursuant to Article 41, Paragraph 2 of the Civil Procedure Law of the People’s Republic of China,
following consent by both parties, a case that satisfies the requirements for appeal may be granted sole
trial decided by the judge alone. If the appellant disagrees with the application of sole-judge trial, he
or she may clearly indicate so in the appeal petition. If no disagreement is raised, the appellant is
deemed to have consented. If the respondent disagrees with the application of sole-judge trial, he or
she may indicate so in written form to this court during the pleading period of the appeal. If no

disagreement is raised, the respondent is deemed to have consented.

eSS
Judge Hui Tian

—OZNEZHNH
February 8, 2024
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This document is identical to the original.
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Judicial Assistant Yanling Xu
Judicial Assistant Qian Chen
Law Clerk Yaozong Chen
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