Innovation Privacy Act (IPA) - Revised Framework

Targeted Data Rights and AI Transparency Legislation

Executive Summary

Rather than creating comprehensive new innovation protection categories, this revised IPA framework focuses
on specific data privacy and Al transparency issues that existing laws inadequately address. It builds upon

established privacy frameworks like GDPR while targeting Al-specific exploitation gaps.

Core Problems Identified

1. AI Training Data Opacity: Users don't know when their content is used to train commercial AI models
2. Inadequate Consent Mechanisms: Current terms of service are too broad for specific Al training uses

3. Lack of AI Output Attribution: No requirement to disclose when Al generates content using specific

training data

4. Insufficient User Control: Limited ability to opt out of Al training or request data deletion from models

Targeted Legislative Solutions

1. Al Training Data Transparency Requirements
Disclosure Obligations:
e Al companies must publish general categories of training data used
¢ Users must be notified when their content may be used for Al training
e Clear distinction between analytical processing and generative training uses
Implementation:
¢ Quarterly transparency reports by major Al providers
e Machine-readable privacy policies for Al training
e User-accessible databases of training data categories
2. Enhanced Consent for Al Training
Granular Consent Framework:

e Separate opt-in required for Al training beyond basic service provision

¢ Users can consent to specific uses (research, commercial, creative generation)



e Retroactive consent requests for existing data when new uses emerge
Legal Standards:

¢ Consent must be specific, informed, and freely given
e Clear explanation of how training differs from normal processing
¢ Right to withdraw consent with reasonable technical feasibility
3. AI Output Attribution Rights
Transparency in Generation:
e When Al output significantly derives from identifiable training data, disclosure required
o Users have right to know if their content influenced Al responses about them
 Attribution requirements for Al-generated content in commercial contexts
Privacy Protection:
o Aggregated attribution that doesn't reveal specific personal data
¢ Opt-out from attribution tracking while maintaining general privacy rights
¢ Protection against inference attacks from attribution data
4. Data Subject Rights for AI Models

Expanded GDPR-Style Rights:

Right to know if personal data was used in Al training

Right to deletion from training datasets (where technically feasible)

Right to portability of personal data used in Al systems

Right to explanation of how personal data influenced Al decisions
Technical Implementation:

e Requirement for Al systems to maintain training data lineage
¢ Development of privacy-preserving deletion methods
¢ Standardized APIs for exercising data rights

5. Innovation Compliance Officers (ICO)

Organizational Requirements:



e Companies above threshold size must designate ICOs
e Similar to Data Protection Officers under GDPR

e Responsible for Al training compliance and user rights protection

ICO Responsibilities:

Monitor compliance with Al transparency requirements

Handle user requests regarding Al training and output

Conduct privacy impact assessments for new Al training initiatives

Liaison with regulatory authorities

Implementation Strategy

Phase 1: Major Platform Compliance (Year 1)
e Apply to companies with >100M users or >$1B revenue
¢ Focus on consumer-facing Al services

¢ Establish basic transparency and consent mechanisms

Phase 2: Broader Industry Application (Year 2-3)
¢ Extend to smaller AI companies and B2B services
e Develop technical standards for compliance

¢ International coordination on cross-border data flows

Phase 3: Advanced Rights and Enforcement (Year 3-5)
e Implement sophisticated attribution and deletion rights
o Establish specialized Al privacy enforcement agencies

e Regular review and updating for new Al technologies

Key Differences from Original IPA

1. Focused Scope: Targets specific Al privacy gaps rather than broad innovation rights
2. Builds on Existing Law: Extends proven GDPR framework rather than creating new legal categories
3. Technical Feasibility: Acknowledges limitations of current Al technology for perfect compliance

4. Balanced Approach: Protects privacy without unnecessarily restricting legitimate Al development



Enforcement Mechanisms
Regulatory Structure
o Utilize existing data protection authorities
o Create specialized Al units within privacy agencies

e Cross-border cooperation agreements for global Al companies

Penalties
e GDPR-style fines (up to 4% of global revenue)

¢ Compliance orders and technical audits

e User compensation mechanisms for violations

Safe Harbors

¢ Good faith compliance efforts protected during transition periods
¢ Technical impossibility defenses for certain requirements

e Research exemptions for legitimate scientific use

Economic Impact Considerations

Compliance Costs
» Estimated implementation costs for major platforms: $10-50M initially
¢ Ongoing compliance costs: 1-3% of Al development budgets

e Small company exemptions and phase-in periods to reduce burden

Innovation Effects

e May slow some Al development but improves user trust
e Encourages development of privacy-preserving Al techniques

¢ Creates competitive advantage for compliant companies

Success Metrics

User Empowerment:

e Percentage of users actively managing Al training consent

e User awareness of Al training practices



¢ Successful exercise of data subject rights

Industry Compliance:

e Transparency report quality and consistency
¢ Reduction in user complaints about Al privacy
¢ Development of privacy-preserving Al technologies

Economic Balance:

¢ Continued Al innovation with improved privacy protection
e User trust metrics in Al services

¢ Competitive market dynamics preservation

International Coordination

Bilateral Agreements:
e Mutual recognition with GDPR and similar frameworks
e Cross-border enforcement cooperation

e Technical standards harmonization
Multilateral Framework:

e Work toward international Al privacy treaty
¢ United Nations Al governance integration

¢ Trade agreement inclusion for global consistency

Conclusion

This revised IPA framework addresses legitimate concerns about Al exploitation of personal data while
remaining technically and economically feasible. By building upon established privacy law foundations and
focusing on specific Al-related gaps, it provides a practical path toward better user control over Al training and

output without unnecessarily restricting beneficial Al development.

The framework acknowledges that perfect technical solutions may not exist immediately but establishes legal
principles that can evolve with technological capabilities. This approach balances innovation incentives with

meaningful privacy protection in the Al era.



