
1AUGUST 13, 2026©2026 CCH Incorporated and its affiliates. All rights reserved. Reprinted with permission from CCH Incorporated.

Strategic Perspectives 

Shareholders file derivative suits in 
new wave of copyright-related litigation 
against AI companies
By Thomas Long, J.D.

As more than 100 copyright infringement 
lawsuits against developers of artificial 
intelligence technology grind slowly 
through the court system, a new front has 
opened up in the battle over generative-
AI tools and the large language models 
that power them. Over the past few 
months, investors in three major AI 
tech companies—Adobe, Microsoft, and 
NVIDIA—have been served with complaints 
in shareholder derivative suits that assert 
breaches of fiduciary duties and violations 
of securities laws in connection with the 
alleged infringement of copyrighted works 
in AI development processes. According 
to the shareholder plaintiffs, decision-
makers at those companies have put their 
investments at risk and have already 
caused diminutions in stock prices. These 
lawsuits—which can be expected to grow 
in number—could have significant impacts 
on corporate governance practices with 
respect to the treatment of intellectual 
property rights in the context of AI 
and other emerging tech. This article 
summarizes the first four lawsuits of this 
type that have been filed and considers the 
potential implications of the novel legal 
approach taken by them.

SEIU Pension Plan Master Trust v. Adobe 
Inc. In the first such suit filed, SEIU 
Pension Plan Master Trust (affiliated 
with the Service Employees International 

Union) brought a derivative action on 
behalf of Adobe Inc. against 14 of its 
officers and directors, with Adobe as the 
nominal defendant. The Trust—an Adobe 
stockholder—accuses the defendants of 
adopting and implementing an unlawful 
business strategy whereby Adobe used 
copyrighted material to develop its AI 
services. The complaint in SEIU Plan 
Master Trust v. Narayen, No. 3:26-cv-03521 
(N.D. Cal. filed Apr. 24, 2026) asserts that 
Adobe’s SlimLM series of small language 
model (SLM) software—which is optimized 
for document assistance tasks on mobile 
devices—was pretrained on a dataset 
known as SlimPajama-627B. That dataset 
allegedly was a copied, cleaned, and 
deduplicated version of a dataset called 
RedPajama, which in turn contains a 
dataset called Books3. According to 
the Trust, the Books3 dataset “contains 
hundreds of thousands of copyrighted 
books that were pirated without the 
authorization or consent of the authors.” 
The complaint also states that the 
SlimPajama dataset contains content 
from another dataset, Common Crawl, 
which allegedly is also known to contain 
copyrighted and unauthorized materials.

According to the Trust, the defendants were 
personally involved in the development 
of Adobe’s AI strategy, and they chose 
to use the SlimLM AI dataset as the SLM 

to develop the company’s AI products 
instead of other commercially available 
large language models (LLMs) that did 
not include copyrighted material. Instead 
of seeking licenses for the copyrighted 
content, the defendants allegedly decided 
to “ask forgiveness not approval” and used 
the pirated data to develop Adobe’s AI. This 
misconduct, the Trust asserts, “constitutes 
bad faith and a violation of positive law 
in directing, approving, or permitting the 
misconduct.” As a result, Adobe now faces 
multiple copyright lawsuits over Adobe’s 
failure to compensate rightsholders, 
subjecting it to “potential massive liability,” 
as the complaint puts it. Furthermore, 
the complaint asserts that the knowing 
misconduct directly caused Adobe’s CEO 
and Chairman, Shantanu Narayen (the first 
listed defendant) to unexpectedly step 
down from his CEO position on March 12, 
2026. “Narayen’s departure was specifically 
linked to Adobe’s failed AI strategy,” the 
Trust alleges. The complaint refers to 
“excessive” drops in Adobe’s stock price 
after two class-action copyright lawsuits 
were filed against it. It also alleges that 
Adobe has sustained reputational damage.

The Trust accuses the Adobe director 
defendants of violating and breaching their 
fiduciary duties of loyalty and acting in 
bad faith. Other named defendants were 
members of Adobe’s Audit Committee, and 
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they are accused of failing to live up to 
their fiduciary duties by “permitting and 
facilitating Adobe to conduct copyright 
violations and failing to prevent, correct, 
or inform the Board of the issuance of 
material misstatements and omissions 
regarding the Company’s copyright 
infringement misconduct and the adequacy 
of the Company’s internal controls.” Among 
other counts, the complaint contains 
claims for violation of Exchange Act Section 
10(b), 15 U.S.C. § 78j, SEC Rule 10b-5, 17 C.F.R. 
§ 240.10b-5 (securities fraud), Exchange 
Act Section 14(a), 15 U.S.C. § 78n(a), and 
SEC Rule 14a-9, 17 C.F.R. § 240.14a-9 (false 
or misleading proxy solicitations). The 
Trust requests an award to Adobe of the 
damages it sustained as a result of the 
violations, as well as disgorgement of 
ill-gotten gains. It also asks for an order 
directing the company to reform and 
improve its corporate governance and 
internal procedures. For itself, the Trust 
seeks an award of attorney fees and costs.

Hirschberger v. Adobe Inc. The second 
derivative suit against Adobe was filed 
by three Adobe stockholders against 
substantially the same individuals as the 
SEIU Pension Plan Master Trust’s lawsuit. 
The complaint in Hirschberger v. Narayen, 
No. 5:26-cv-05882 (N.D. Cal. filed June 
16, 2026), also levels claims of fiduciary 
breaches and Exchange Act violations 
related to willful copyright infringement 
in the development of AI products. This 
case involves the same datasets, and it 
asserts that the defendants represented 
to investors that that Adobe did not 
infringe any copyrighted material as part 
of training its AI software. For example, it 
cites a statement in Adobe’s 2024 Proxy 
Statement: “We trained our Adobe Firefly 
creative generative AI family of models 
only on licensed images from Adobe Stock, 
openly licensed content, and public domain 

content where the copyright has expired.” 
These allegedly false representations 
helped maintain an inflated value of Adobe 
stock, the complaint states. Like the Trust’s 
complaint, Hirschberger’s complaint refers 
to a stock buyback that took place between 
March 2024 and February 27, 2026, in which 
“Adobe repurchased $26.89 billion of its 
own stock at significantly inflated prices.” 

The defendants’ misdeeds allegedly 
resulted in numerous harms to the 
company, including “the costs associated 
with defending multiple copyright 
infringement actions, potential statutory 
and compensatory damages, reputational 
injury, loss of goodwill, diminished 
enterprise value, and increased regulatory 
and compliance burdens.” The complaint 
repeats the reference to Narayen’s 
resignation but adds information about 
the June 11, 2026, departure of Adobe CFO 
Daniel Durn. It also asserts that “Adobe’s 
stock is down over 42% in 2026 alone, its 
lowest level in seven years,” allegedly 
as a result of the company’s exposure 
to potentially enormous copyright 
infringement liability. 

Anderson v. Microsoft. Two weeks after the 
filing of the second Adobe case, Microsoft 
chairman and CEO Satya Nadella and 
other company luminaries were hit by a 
derivative complaint filed by an individual 
shareholder, Eric Anderson. In that lawsuit, 
Anderson v. Nadella, No. 2:26-cv-02281 
(W.D. Wash. filed June 30, 2026), Anderson 
takes aim at allegedly false and misleading 
statements about Microsoft’s AI strategy, 
the company’s Copilot family of products, 
and financial results. “During the same 
time,” the complaint asserts, “Microsoft’s 
officers and directors caused the Company 
to violate copyright and intellectual 
property laws by training its AI software 

on copyrighted works for which it did not 
possess lawful licenses.” 

Microsoft allegedly told shareholders and 
the market that it did not violate copyright 
laws in the development and training of 
its AI software. However, it was later sued 
by “numerous” rightsholders alleging that 
Microsoft and its business partner OpenAI 
copied hundreds of thousands of books 
without permission to train LLMs (including 
OpenAI’s GPT). Additionally, according 
to the complaint, “Microsoft knowingly 
participated by investing billions of dollars 
in OpenAI, providing Azure supercomputing 
infrastructure, integrating GPT into Bing 
Chat and Copilot, and sharing in the 
commercial exploitation of the models.” 

Anderson’s derivative action seeks to 
hold Microsoft’s officers and directors 
responsible for breaching their fiduciary 
duties, causing the company to engage in 
widespread violation of copyright laws, and 
approving false and misleading statements, 
all of which allegedly have caused 
substantial damages to the company.

Berliner v. NVIDIA Corp. The most recent 
of these stockholder derivative cases is 
Berliner v. Huang, No. 1:26-cv-09153 (N.D. Ill. 
filed July 31, 2026). This suit contains similar 
claims to the other three but adds claims 
state-law privacy violations. It was filed 
by an individual investor, Jessica Berliner, 
who is represented by the same law firm 
as Hirschberger in the second Adobe 
case, Bottini & Bottini. Berliner asserts 
that certain NVIDIA officers and directors 
breached fiduciary duties and violated 
federal law by adopting and implementing 
a business strategy of using copyrighted 
and unlicensed materials, including books, 
videos, and commercial voices, to develop 
AI services. The complaint notes that 
NVIDIA originally focused its business on 
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developing computer-graphics hardware, 
but it branched into other hardware and 
software products widely used by “frontier 
AI” companies to build the most advanced 
AI models. NVIDIA also developed LLMs, 
such as its various NeMo Megatron models. 
These LLMs allegedly were trained on 
“shadow libraries” containing hundreds of 
thousands of pirated works. The company 
also allegedly used the SlimPajama dataset 
mentioned in the complaints against 
Adobe.

The complaint also makes reference to 
NVIDIA’s Vision-Language Models (VLMs), 
as well as NVIDIA AI Video, a large-scale 
generative text-to-video AI model named 
Cosmos. According to Berliner, among the 
copyrighted materials unlawfully used 
to train these models were millions of 
YouTube videos that NVIDIA extracted 
from YouTube through circumvention 
of YouTube’s technological protection 
measures. Also called out were NVIDIA’s 
voice synthesis, voice cloning, and voice-
conversion models trained on hundreds 
of thousands of hours of human speech 
recordings. Berliner alleges that NVIDIA 
violated the Illinois Biometric Information 
Privacy Act by extracting the unique 
biometric signatures and the voiceprints 
of the speakers from those recordings 
without providing notice or obtaining 
releases.

“Predictably,” Berliner asserts, 
“Defendants’ misconduct has resulted in 
multiple copyright holders filing lawsuits 
against NVIDIA based on NVIDIA’s failure 

to compensate them for downloading, 
copying, storing, or using their copyrighted 
works, YouTube videos, and commercialized 
voiceprints, for which NVIDIA is now facing 
potential massive liability.” She alleges that 
the defendants were fully aware that they 
were violating IP rights, and that doing so 
could subject NVIDIA to liability.

Implications and impacts. These lawsuits 
represent a new technique in litigating 
against AI companies, and depending on 
the early successes or failures of these 
initial actions, we could see more cases 
of this nature. A question that is likely to 
arise is whether the shareholders’ claims 
are unripe, given that the approximately 
130 pending copyright suits against AI 
companies are themselves at early stages 
and are still months or even years away 
from trial. There are many open questions 
about whether, and to what extent, the 
companies violated IP laws, which also 
means that the liability of the companies’ 
directors and officers is uncertain. 
Additionally, courts may find difficulty in 
the fact that the extent of damage caused 
by the infringement would be hard to 
quantify at this time.

A difference between those suits and the 
derivative suits is that, unlike rightsholders 
seeking compensation for the reproduction 
and use of their copyrighted works, the 
shareholder plaintiffs are concerned about 
the value of their investments. They’ve 
attempted in the pleadings to provide data 
showing that stock prices have already 
taken hits, and that the companies have 

already incurred significant costs in legal 
expenses and reputational harm from 
governance missteps.

With respect to the uncertainty of the 
companies’ copyright infringement liability, 
at least one shareholder complaint cites 
the $1.5 billion payout in the class action 
settlement in Bartz v. Anthropic PBC, No. 
3:24-cv-05417-WHA (N.D. Cal.) (which was 
recently given final approval by the district 
court) as an indication of the potential for 
massive damages awards. However, it isn’t 
clear how factually or legally analogous 
Bartz is to the shareholder lawsuits, or 
whether other courts will adopt the same 
reasoning on infringement liability as the 
court in that case. Even in infringement 
cases involving illegal downloads from 
pirate libraries, questions of fair use 
remain live, and district courts have taken 
conflicting views.

Still, the lawsuits, just by being filed, are 
likely to have sent a message to corporate 
leaders about investors’ serious concerns. 
Along with the multiple class-action 
copyright suits by rightsholders, this novel, 
if untested, avenue to recovery could 
provide additional incentives for changes 
in corporate governance surrounding AI 
development. This could take the form of 
nailing down licensing rights or other forms 
of permission before using copyrighted 
material as training data. At the very least, 
it seems likely that corporate decision-
makers will be even more deterred from 
using notorious piracy sites as sources of 
AI training data.
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