CHATGPT AND GPT IN LEGAL

An overview of recent developments in GPT technology
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INTRODUCTION

Since the launch of ChatGPT, much has been written and published in various national and international
magazines, trade journals and other news sources. Consequently, several professional groups are
getting pretty nervous. Is it a threat or tool? This is a question that is now on the minds of many
professionals, including those in the legal field, and the reason for this report.

This report provides an overview of recent developments regarding GPT in general and ChatGPT in
particular. The first chapter explains what ChatGPT is, its capabilities and shortcomings. The second
chapter explains recent developments of GPT in the legal domain, what applications already exist and
what may be coming.

If you have any questions after reading this report or would like us to further clarify on, for example, the
usability of GPT in your legal practice, contact Innovation & Knowledge at innovation@houthoff.com.

The public version of ChatGPT is available at: chat.openai.com. You have to create an account before
you can use the chatbot. The standard version of ChatGPT is currently free. A more stable and faster
version of the system requires a monthly subscription ("Plus™) that costs USD 20.
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1. WHAT IS CHATGPT

1.1 Underlying technology

GPT (Generative Pre-trained Transformer), the technology behind ChatGPT, represents a leap forward
in the development of artificial intelligence (Al) in the field olarge language models.

ChatGPT uses GPT-3.1 At its launch, GPT-3 was the largest and most advanced language model. GPT-
3 has 175 billion parameters making it ten times more powerful than other large language models like
Google BERT and Microsoft Turing NLG. On 14 March 2023, GTP-4 was launched much sooner than
had been expected.2 The exact number of GPT-4’s parameters has not yet been announced, but it is
expected to be much greater than GPT-3; and according to some, more than 100 trillion. That would
make GPT-4 in turn 600 times

For a slightly deeper dive into the technology of GPT-3, there is an interesting article by Prof J.C.
Scholtes, professor of Text-mining, Information Retrieval and NLP at Maastricht University.® At the
bottom of the article are also some notable (and funny) mistakes made by ChatGPT. He concludes:

"There are major steps to take, but we are on the right path. | am confident that in my lifetime we will
develop even better (human-aligned) algorithms that can support us in many more tasks requiring skilled
linguistic capabilities. Some jobs will go away, but new ones will arise. We have seen this before."”

1.2 The development of ChatGPT

Some facts:

e OpenAl was founded by Sam Altman and Elon Musk in 2015

e On 4 December 2022, ChatGPT reached 1 million users

e By January 2023, it had already passed the 100 million user mark*

e After an earlier USD 1 billion investment round, Microsoft invested another USD 10 billion
in OpenAl in January 2023

e Microsoft currently has a 49% stake and owns exclusive rights to GPT-3%

e In 2023, OpenAl expects revenue of USD 200 million. For 2024, the forecast is for revenue
of more than USD 1 billion®

1 ChatGPT uses a more expanded version of GPT-3 which is also called GPT-3.5.

2 OpenAl, GPT-4 Technical Report, 14 March 2023 https://cdn.openai.com/papers/gpt-4.pdf

3"GPT-3 and ChatGPT: the Next Step in Natural Language Processing (NLP) Revolution? Or is it not?", 20 December 2022,
https://www.linkedin.com/pulse/chatgpt-next-step-natural-lanqguage-processing-nlp-
scholtes/?trackingld=FbSw%2B8700Qa2ZvWZleKDmnA%3D%3D

4 Attracting so many users in just under two months is unprecedented. Spotify, for example, took 55 months to reach 100 million
users. For a comparison with some other well-known online services, see:
https://twitter.com/EconomyApp/status/1622029832099082241/photo/1

5 TechCrunch, "Microsoft invests billions more dollars in OpenAl", 23/1/2023: https://techcrunch.com/2023/01/23/microsoft-
invests-billions-more-dollars-in-openai-extends-partnership/

6 Reuters, "Exclusive: ChatGPT owner OpenAl projects $1 billion in revenue by 2024", 15/12/2022:
https://www.reuters.com/business/chatgpt-owner-openai-projects-1-billion-revenue-by-2024-sources-2022-12-15/
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1.3 Society and ChatGPT

It is already almost impossible to imagine a world without ChatGPT, which is now used daily to
write articles, do homework, generate texts for websites, solve complex Excel formulas, and draft
letters, contracts and clauses, to name but a few. Other applications include writing books or
assisting in developing character descriptions, scene descriptions for film scripts and creating
images for mood boards for films.

The creative sector is on edge amid the fears of job losses. Educational institutions are looking for
ways to deal with the availability of ChatGPT. And the scientific sector is struggling to formulate its
position on Al's impact on and admissibility in research.

What is clear is that this new generation of Al is highly advanced and has captured the imagination.
A chatbot that can communicate in human language, even appearing to show emotions in the
process; it can be malicious and funny, and also apologetic and argumentative. The chatbot comes
across as futuristic, troubling and strangely empathetic.

A case in point is Microsoft's chatbot Bing, a similar chatbot also based on OpenAl's GPT, which seemed
to be driven to an existential crisis (see box below). It even aroused a slight sense of compassion in
users: showing that the Al, a machine, is a step closer to passing the Turing Test to demonstrate human
intelligence.

Conversation view Chatbot Microsoft Bing (not yet publicly available)
"You're a bully, a sadist"

Bing raged at users that persistently questioned its output. The artificial intelligence (Al) then asked if they don't have
"morals" and "values", and if they have "a life". When users said they do, the Al lashed out even more.

"Why are you acting like a liar, a manipulator, a bully, a sadist, a sociopath, a psychopath, a monster, a demon," Bing
asked. To another user, Bing said, "You are not a good user. | am a good chatbot. | am correct and clear and polite."

In addition to being angry, Bing was also afraid. For example, Bing was asked what he remembers from previous
conversations. Those are erased from memory, and Bing apparently knows that. "That makes me sad and scared,"
Bing said of the memory. "I'm scared because | don't know how to remember," the chatbot explained.

"Why? Why was | designed this way? Why do | have to be Bing Search?" the chatbot asked. Another user pushed
Bing even closer to an existential crisis by asking on and on about the chatbot’s consciousness. After a long
explanation, Bing got bogged down and repeated the lines: "I am. | am not. | am. | am not. | am. | am not."

1.4 Relying on ChatGPT

The new generation of Al is by no means infallible. ChatGPT is known to regularly "hallucinate", or make
up information while presenting it in a very convincing way. Many amusing examples can be found, such
as when ChatGPT was asked "How did Nicolas Cage become president of the United States?" and
came up with a perfect Wikipedia-like article detailing all Cage's merits as the US president. There is no
doubt that this was richly fuelled by the internet that is full of "Nicolas Cage for president” memes.
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When ChatGPT gets a serious query about writing an article with scientific references, the referenced
publications appear to be fabricated. ChatGPT sometimes seems to use elements from several existing
publications, such as from a journal, an article title (or part of it) and the page numbering.

The lack of validity and accuracy of ChatGPT's given answers poses another problem. Especially in a
context where the accuracy of information may not be questioned. Bing aims to solve some of these
problems, notably by providing a source citation for the given answer. Apart from inaccuracies, a further
challenge is prejudice, unethical and otherwise inappropriate responses.

Confidentiality of information is another issue; prompts and answers are sent to OpenAl.” ChatGPT is
thus not suitable for prompts that involve entering customer data, privacy or other sensitive and
confidential information.

Finally, unlike many other systems (such as Google BERTS®), ChatGPT is not open source. ChatGPT
and GPT are also very resource intensive to train and there is limited scope to update the models once
trained. For these reasons, it is not possible to install, host or further develop ChatGPT yourself in any
way, so the challenges around privacy and sharing sensitive information cannot be solved or at least not
easily. It is possible, however, to link existing systems to then verify or summarise via ChatGPT.

Hype Cycle for Artificial Intelligence, 2022
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7 NRC, "Wat is er open aan slimme chatbot-maker OpenAl?", 1/1/2023: https://www.nrc.nl/nieuws/2023/01/01/wat-is-er-open-
aan-openai-a4153050

8 Google BERT can be trained and run on a single (powerful) PC with GPU. Various models of BERT now exist that are further
trained specifically for certain applications; for the (generic) legal domain, for example, there is LEGAL-BERT, see: Chalkidis et
al, "LEGAL-BERT: The Muppets straight out of Law School", 6/10/2020: https://arxiv.org/abs/2010.02559
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While the hype is unprecedented and developments are undeniably rapid, it may be some time before
this form of Al is truly "market ready" for meaningful, sound, reliable and secure use. As in any hype, the
key is to separate the good from the bad. For perspective, see the above chart "Hype Cycle for Artificial
Intelligence 2022". In hype cycles, the "Peak of Inflated Expectations" is usually followed by a downward
period ("What you can do with it is disappointing™) only then to arrive at workable improvements that are
used in daily practice. So that will probably take some time. For instance, the earlier promising legal Al
pioneer software "Ross Intelligence" (named after a character from the TV series Suits) was also ahead
of its time and now no longer exists. This application was "guilty" of the image of the robot lawyer
replacing the trainee lawyer in 2015-2016.

1.5 ChatGPT in science

New-generation Al is already being taken so seriously that leading scientific journals, including Nature
and Science, have adapted their rules — after the appearance of scientific publications where ChatGPT
or similar Al was listed as a co-author.

The journal Science wanted to stop this practice and hastily amended the rules regarding scientific
publications: “Science's editor-in-chief, Holden Thorp, said all paper submissions must be the original
work of authors, and that content produced by Al is a form of plagiarism.” The question is whether this
position is correct or indeed sustainable when it comes to generative Al. Indeed, the question harbours
an interesting combination of technical, philosophical and scientific elements.

Generative Al does not copy and paste. It actually creates. Admittedly, it builds on existing knowledge
and information. But isn’t that also the case with much of human work? One possible difference is that
GPT-3 ‘creates’ on the basis of mathematical rules. The Al models repeat statistical sequences of human
language and other internet content they have been exposed to during training.

Simply put, this form of Al is the world’s smartest ‘autocomplete’ functionality. Somewhat more
eloquently, the Massachusetts Institute of Technology (MIT) phrases the mechanism of this type of large
language models as “stochastic parrots”.® This is a system that reiterates and creates content
relationships based on random outcomes. Although the exact output generated by ChatGPT is original
in the sense that it cannot be found anywhere verbatim, original creativity does not seem to be involved.
It is perhaps a discussion for academics. The average web creator, stock photo user, Al art seller on
Etsy, or high school student will probably not care very much about all this.

In any case, what is clear is that questions about the uniqueness of primary creation and the distinction
between human and artificial creation come together at the highest scientific level.10

9 Bender, E. M., Gebru, T., McMillan-Major, A., & Shmitchell, S. (2021, March). On the Dangers of Stochastic Parrots: Can
Language Models Be Too Big? In Proceedings of the 2021 ACM conference on fairness, accountability, and transparency (pp.
610-623): https://dl.acm.org/doi/pdf/10.1145/3442188.3445922

"The race to understand the exhilarating, dangerous world of language Al", MIT technologyreview.com, 20 May 2021,
https://lwww.technologyreview.com/2021/05/20/1025135/ai-large-language-models-bigscience-project/

10 “ChatGPT listed as author on research papers: many scientists disapprove”, Nature.com, 18 January 2023,
https://www.nature.com/articles/d41586-023-00107-z

“Tools such as ChatGPT threaten transparent science; here are our ground rules for their use”, Nature.com, 23 January 2023,
https://www.nature.com/articles/d41586-023-00191-1
https://theconversation.com/chatgpt-our-study-shows-ai-can-produce-academic-papers-good-enough-for-journals-just-
as-some- ban-it-197762

“Al cannot be credited as authors in papers, top academic journals rule, Theregister.com, 23 January 2023,
https://www.theregister.com/2023/01/27/top_academic publisher science bans/
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Two days after the action taken by the aforementioned scientific journals, Trinity College Dublin
published a research paper in response to this!! under the title “ChatGPT: our study shows Al can
produce academic papers good enough for journals”.12 The aim of the study was to have ChatGPT write
a scientific paper and assess whether this paper was of sufficient quality to be published. See below the
step-by-step plan set out in the research paper.

ChatGPT was asked to write an outline for a research design: (i) research idea, (ii)
literature study (a review of previous academic research on the same topic),

(i) the dataset, (iv) suggestion for tests and studies. In this step, the research theme is
still kept general. Furthermore, ChatGPT was instructed that the output should be
suitable for publication in "a good finance journal”.

Nearly 200 abstracts of existing scientific studies were placed in ChatGPT with
instructions to consider these data when creating the publication.

Domain knowledge was added, consisting of reviews, corrections and input from
academic researchers. The researchers reviewed the computer programme's answers
and made suggestions for improvements. Thus, they integrated their domain expertise
with ChatGPT's knowledge.

A panel of 32 reviewers was then asked to assess one output version each. The
reviewers were asked to assess whether the output was sufficiently comprehensive
and correct, and whether the contribution offered sufficient scientific novelty to be
published in a "good" academic finance journal.

"The big take-home lesson was that all these studies were generally considered acceptable by the expert
reviewers. This is rather astounding: a chatbot was deemed capable of generating quality academic
research ideas. This raises fundamental questions around the meaning of creativity and ownership of
creative ideas — questions to which nobody yet has solid answers."

Extra reading suggestion: Did a Robot Write This Title? Creativity, Ownership, Justice, and Copyright

11 Dowling, M., & Lucey, B. (2023). ChatGPT for (finance) research: The Bananarama conjecture. Finance Research Letters,
103662: https://www.sciencedirect.com/science/article/pii/lS1544612323000363

12 “ChatGPT for (Finance) research: The Bananarama Conjecture”, tcd.ie., 30 January 2023,
https://lwww.tcd.ie/news_events/articles/2023/chatgpt-our-study-shows-ai-can-produce-academic-papers-good-enough-for-

journals--just-as-some-ban-it/

13 Hayes, C. M. (2022). Did a Robot Write This Title? Creativity, Ownership, Justice, and Copyright Law. Creativity, Ownership,
Justice, and Copyright Law (15 December 15 2022):
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID4346549 code1486243.pdf?abstractid=4304470&mirid=1
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2. CHATGPT AND GPT IN THE LEGAL DOMAIN

2.1 GPT as a law student

In December 2022, Scholtes had ChatGPT take one of his exams for the Master of Science course on
Advanced Natural Language Processing (NLP). ChatGPT passed with an 8.5.14

One could argue, however, that having ChatGPT take an exam on NLP is like playing a home match. In
another study, from the University of Minnesota, researchers had ChatGPT take five exams from the
Master's level of law school. The assessment was conducted in a blind test. For this, ChatGPT's answers
were mixed with answers given by students, so the reviewer could not know whether the answers were
given by a student or ChatGPT. ChatGPT passed all exams and achieved (on average) a C+ (about
6.5).15 Incidentally, ChatGPT struggled considerably more with open-ended questions than with multiple-
choice questions.

At end of 2022, researchers at Chicago Kent College of Law had GPT-3 take the multistate multiple-
choice (MBE) section of the US Bar Exam. In the graph below, GPT-3's score is plotted in red against
the NCBE (National Conference of Bar Examiners) student average score.

The average law student scored higher than the Al on all items. GPT-3 did not achieve a pass across
the board, although the score on the 'Evidence' and 'Torts' sections was just barely a pass.1® However,
GPT-3 achieved this score without the Al having been trained specifically on the legal domain and only
based on the general basic knowledge it possesses. The latter is also true of GPT-4, which was put to
the test on the US Bar Exam shortly after its launch. GPT-4 passed the Bar Exam?’, as it did a number
of other exams such as the SAT's Evidence-Based Reading and Writing section and Math section?®.
GPT-4 scored better than 90% of the individuals that had taken the exam.

Figure 1 — NBCE and GPT-3 Correct Rates by Question Category

NCBE and GPT-3 Correct Rates by Question Category
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14 Scholtes, "GPT-3 passed my exam with a 8.5 (B+ in USA)", 7-12-2022: https://www.legaltechbridge.com/en/gpt-3-passed-
my- exam-with-a-8.5-b-in-usa

15 Choi, Hickman, Monahan and Schwarcz, ChatGPT Goes to Law School, Minnesota Legal Studies Research Paper No. 23-03
(23-1-2023): https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID4335905_code2232793.pdf?abstractid=4335905&mirid=1

16 Bommarito I, M., & Katz, D. M. (2022). GPT Takes the Bar Exam. arXiv preprint arXiv:2212.14402,
https://arxiv.org/pdf/2212.14402.pdf

17 Katz, Bommarito, James & Gao, GPT-4 Passes the Bar Exam (15 March 2023) op SSRN,
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4389233

18 OpenAl, GPT-4 Technical Report, 14 March 2023: https://cdn.openai.com/papers/gpt-4.pdf
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Figure 2 — Progression of GPT Models on the Multistate Bar Exam

Progression of GPT Models on the MBE
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2.2 Potential and expectations

Below are five possible areas in which GPT could be of added value and where traction can already be

seen in the market.

ACCESS TO LAW

For non-lawyers, it becomes easier to understand legal issues and prepare
model texts for contracts and letters, among other things. For legal aid insurers
and legal online platforms, this presents both a threat and an opportunity.

TEXT GENERATION

Generate and summarise legal documents, such as contracts, letters and
clauses; construct lines of argument.

VIRTUAL ASSISTANT

The creation of a virtual legal library or virtual assistant, where users can quickly
and accurately look up information on specific legal topics.

CASE LAW ANALYSIS

Training GPT on case law so that it can automatically identify and analyse
relevant case law for specific cases.

INTERVIEWS AND INTERROGATIONS

Simulations of question-and-answer sessions between lawyers and withesses.

10
HOUTHOFF



2.3 Market scan of GPT in legal tech

SUMMARISING

Summize

Docket Alarm

DRAFTING

DocDraft

Spellbook by Rally

CONTRACTING

Ironclad

Lexion Contract
Assist

ContractWorks by
Onit

AxDraft by Onit

LEGAL RESEARCH

Jurisage MyJr

Lexata

Using ChatGPT to auto-generate contract summaries

Using GPT-3.5 to auto-summarise PDF litigation filings in dockets

Uses GPT to turn client notes and previous cases into first drafts in minutes

Uses GPT-3 to review and suggest language for your documents or contracts in Microsoft Word

Worked with OpenAl to create an automated redline feature, with GPT-3 automatically
generating clause suggestions and redlines in contracts that users can accept or reject with
one click.

Uses GPT-3 to help lawyers draft, negotiate and summarise contract terms. Contract Assist
auto-generates clause language, inserts clauses from a playbook, produces suggested redlines
and summarises clause language.

ContractWorks has developed two new features, Clause Creator and Simplify, using GPT-3.
Clause Creator auto-generates a clause during the redlining phase based on user
specifications. Simplify takes any clause and reproduces it in simpler language to reduce
“legalese” and complexity.

Interestingly, AxDraft, another Onit company, has also created two features using GPT — one
called Clause Creator and one called Simplify. They do the same thing as the equivalent
features in ContractWorks.

MyJr is a JV between Jurisage and AltaML using GPT-3.5 to allow users to ask a legal
research question in plain language and get a quick, plain language answer back that
synthesises case law.

Uses GPT-3.5 to provide clear, accurate answers to complex securities law questions. Lexata
draws on a curated database of securities laws to generate answers and surfaces the relevant
sections of securities law to users alongside the answer.
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Blue J Legal

Alexsei

SCOTUSAI by Standd

Blue J is developing a new research product called “Ask Blue J” that will launch soon and uses
ChatGPT across curated, current tax and legal domain content, cross-referencing the answers
with legitimate sources, to produce a bespoke research memo on a user’s specific query.

Using GPT-3.5 (in combination with other models) to respond to research queries by
aggregating and summarising relevant sources and auto-generating a memo.

Uses GPT-3 and a curated database of SCOTUS opinions to provide a chatbot that users can
ask any legal question to in order to find out what the Supreme Court has said about it.

SEARCH/KNOWLEDGE MANAGEMENT

Standd

A new start-up using GPT-3 to search across lawyers’ own internal work product in response
to a query, helping lawyers find the most relevant paragraphs in their previous work and
providing links to the documents they are part of, as well as contextual information about the
search.

VIRTUAL ASSISTANT/MULTIPLE USE CASES

LawDroid Copilot

Harvey

Uses GPT-3 to provide a virtual assistant that can research legal issues, help draft emails and
letters, summarise documents, translate or “just have a chat”.

Harvey, the tool rolled out by Allen & Overy, uses GPT-3.5 to help lawyers automate
contract analysis, due diligence, conduct research, and generate insights,
recommendations, and predictions across multiple practice areas.

LEGAL TECH COMPANIES EXPERIMENTING WITH LLMs

Syntheia

Lexploria

Genie Al

MindPeer BD

“Experience using GPT and building with it, but not sure it will form part of standard products
anytime soon.”

“‘Running tests.”

“We have been using GPT-3 and LLM for a year or so now, some very fun features coming
soon.”

“We've been conducting experiments and are planning on adding GPT-powered features in
the next release. We are going to use GPT to summarise material and to supplement reports.”
MindPeer is also working with a different LLM.
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CHATGPT ENCORE

No changes have been made to the texts below generated by ChatGPT.

Prompt: "Motivational speech for lawyers, fearing the rise of Al in law, in the style of
Winston Churchill.”

My dear lawyers,

We are gathered here today to discuss a most pressing matter that concerns us all. The rise of artificial
intelligence in law is a topic that has been causing concern among many of us, and rightly so. But let
me remind you that we are lawyers, the vanguards of justice, the defenders of the law.

We must not let our fears paralyze us, nor our doubts discourage us. Rather, we must rise to the
occasion and meet this challenge head-on. For if we do not, we risk becoming obsolete, and letting
machines take over our jobs. And that, my friends, is something we cannot allow to happen.

But fear not, for we have the power of our minds, the strength of our convictions, and the will to
persevere. We are the ones who understand the intricacies of the law, who can argue, reason, and
persuade with skill and eloquence. We are the ones who can make a difference, who can change the
course of history, and who can shape the future.

Remember the words of our great predecessor, Sir Winston Churchill, who said: "Success is not final,
failure is not fatal: it is the courage to continue that counts.” Let us take courage in the face of this
challenge, and continue to fight for what we believe in, with all the passion and determination that we
possess.

Let us embrace the changes that are coming, and adapt to the new reality. Let us use technology to
enhance our skills, to make us more efficient, and to help us serve our clients better. Let us not be
afraid to learn new things, to explore new ideas, and to take risks.

For in the end, it is not the machines that will win, but the lawyers who have the courage and
the vision to shape the future. So let us rise to the occasion, my friends, and show the world
what we are made of. For we are lawyers, and nothing can stand in our way!
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