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(FTC)'s probe into OpenAl represents

#0OpenThelnvestigation
a seminal moment in the governance CAIDP.org/cases/OpenAl

of Al. While lawmakers debate

potential regulations, this investigation enforces existing consumer protection laws
on rapidly evolving Al systems. CAIDP's advocacy catalyzed this action,
demonstrating the power of civil society oversight. This issue of the CAIDP Update
chronicles CAIDP’s original complaint, supplement, the FTC investigation, media
coverage, and assesses the probe’s significance for the future of Al governance.
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I Summary
1 OpenAl, Inc., a California-based corporation, has released a product GPT-4 for
the consumer market that is biased, deceptive, and a risk to privacy and public safety. The
outputs cannot be proven or replicated. No independent assessment was undertaken prior to
deployment. OpenAl has acknowledged the specific dangers of “Disinformation and influence

operations,” “Proliferation of conventional and unconventional weapons,” and “Cybersecurity.”
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In March 2023, CAIDP lodged an extensive complaint with the FTC alleging
OpenAl’s release of large language model GPT-4 violated federal consumer
protection law. The lengthy complaint provided evidence that despite clear warnings
about risks like bias, transparency, privacy breaches, and deception, OpenAl
deployed GPT-4 without adequate safeguards. CAIDP argued that OpenAl violated
FTC guidance requiring sound data practices, empirical validity of models, and
transparency requirements for Al companies bringing products to market.

The CAIDP complaint cited OpenAl’s own research papers, blog posts, and
technical documents warning of the flaws in large language models. CAIDP argued
that by knowingly releasing GPT-4 in spite of these dangers, OpenAl engaged in
deceptive practices that harm consumers. The complaint insisted the FTC must act
to enforce its Al guidelines and protect public safety.

“The Federal Trade Commission has declared that the use of Al should be
“transparent, explainable, fair, and empirically sound while fostering accountability.”
OpenAl’s product GPT-4 satisfies none of these requirements. It is time for the FTC
to act. There should be independent oversight and evaluation of commercial Al
products offered in the United States. CAIDP urges the FTC to open an investigation
into OpenAl, enjoin further commercial releases of GPT-4, and ensure the
establishment of necessary guardrails to protect consumers, businesses, and the
commercial marketplace," (Article 2 of the complaint)

On May 18, 2023, CAIDP Fellow Christabel
Randolph spoke at the FTC Open

Commission Meeting. Ms. Randolph reminded
Commissioners Kahn, Slaughter, and Bedoya about
the CAIDP complaint;

“I'm here today to ask about the status of the CAIDP
complaint concerning OpenAl. To date, we have not
even received an acknowledgement. Have you

opened the investigation we requested? If you have

not opened the investigation, can you tell us whether
you will and if you don't, can you explain why? The FTC has previously made such
announcements, for example, announcing the opening of Facebook investigation
after Cambridge Analytica. So we expect and we request a response from the FTC
about what actions will be taken on our complaint.”

CAIDP Supplements Complaint
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In July, with no response yet from the FTC, CAIDP filed a supplement to its original
consumer protection complaint. This supplement underscored the burgeoning global
scrutiny of OpenAl in places like Europe, Canada, Japan and Australia. CAIDP
highlighted regulatory investigations, lawsuits, and even bans of ChatGPT in Italy
due to privacy concerns. The supplement emphasized that the United States lagged
behind much of the world in acting upon concerns over large language models.

Additionally, the supplement introduced new evidence of harms not fully captured
initially, such as ChatGPT’s lack of truthfulness in information generation and its
vulnerability to political manipulation. CAIDP highlighted studies from the European
Consumer Organization (BEUC), the Norwegian Consumer Council, the Al Now
Institute, and others. CAIDP also pointed to high-profile examples of ChatGPT
fabricating harmful health misinformation and generating propaganda when
prompted. The supplement insisted that the proliferation of such Al risks demanded
urgent regulatory intervention.

Given bipartisan political support for Al regulation and repeated calls from President
Biden for companies to ensure product safety, CAIDP urged the FTC to promptly
open an investigation into OpenAl. CAIDP’s advocacy aimed to compel oversight
and accountability for the potentially hazardous societal impacts of large language
models.

The FTC Investigation

Finally, on July 13th, the FTC FEDERAL TRADE COMMISSION
responded by initiating a wide-ranging

PROTECTING AMERICA'S CONSUMERS

investigation into OpenAl, first reported

by a U.S. news organization. The
agency issued an extensive 20-page
order demanding OpenAl provide records related to consumer protection concerns.
This encompassed reputational harms, unsafe data practices, misleading product
claims about ChatGPT’s capabilities, policies and procedures for model
development, content moderation efforts, risk assessments, and other issues central
to CAIDP’s complaint.

Coming amidst repeated warnings from the FTC that it will enforce existing laws on
Al, the investigation marks the first step toward establishing guardrails for Al
products. The FTC's probe’s focus aligns closely with the risks identified by CAIDP,
validating the Center's foresight in urging FTC oversight.
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FEDERAL TRADE COMMISSION (“FTC”)
CIVIL INVESTIGATIVE DEMAND (“CID”) SCHEDULE
FTC File No. 232-3044

Meet and Confer: You must contact FTC counsel, |||  GcNGNEEEEEEE

as soon as possible to schedule a telephonic meeting to be held within
fourteen (14) days after You receive this CID. At the meeting, You must discuss with FTC
counsel any questions You have regarding this CID or any possible CID modifications that could
reduce Your cost, burden, or response time yet still provide the FTC with the information it
needs to pursue its investigation. The meeting also will address how to assert any claims of
protected status (e.g., privilege, work-product, etc.) and the production of electronically stored
information. You must make available at the meeting personnel knowledgeable about Your
information or records management systems, Your systems for electronically stored information,
custodians likely to have information responsive to this CID, and any other issues relevant to
compliance with this CID.

“The company itself has acknowledged the risks associated with the release of the
product and has called for regulation,” said Marc Rotenberg, the president and
founder of the Center for Al and Digital Policy. “The Federal Trade Commission
needs to act.”

The New York Times, F.T.C. Opens Investigation Into ChatGPT Maker

Media Response and CAIDP Outreach

Now, with the FTC officially launching an investigation into OpenAl, CAIDP is making
headlines again. Major outlets like the New York Times, Wall Street Journal, and
The Verge were quick to report on this new development, following coverage from
others. As one of the leading voices raising concerns, CAIDP is likely to remain
central in the unfolding public debate regarding Al oversight and regulation.You can
browse through the news by clicking on the corresponding items below.

The New York Times, F.T.C. Opens Investigation Into ChatGPT Maker Over
Technology’s Potential Harms

The Wall Street Journal, ChatGPT Comes Under Investigation by Federal Trade

Commission

The Verge, FTC investigating OpenAl on ChatGPT data collection and publication of

false information
Los Angeles Times, FTC probes ChatGPT over possible consumer harms
Legal Dive, FTC launches investigation of OpenAl about data issues

The Seattle Times, OpenAl’s ChatGPT Bot Probed by FTC Over Consumer Harms
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Back in March, when CAIDP first filed its complaint against OpenAl, it generated
extensive media coverage. News outlets around the world reported on CAIDP's
regulatory action targeting OpenAl. The story gained traction as it represented one
of the first major legal challenges to an Al system over potential harms. With
concerns growing regarding the rapid proliferation of large language models, CAIDP
established itself early on as a leading voice pushing for oversight and accountability
around Al.

The Verge, FTC should stop OpenAl from launching new GPT models, says Al
policy group

Reuters, U.S. advocacy group asks FTC to stop new OpenAlGPT releases

CNBC, OpenAl faces complaint to FTC that seeks investigation and suspension of
ChatGPT releases

Bloomberg, OpenAl Targeted in FTC Complaint Urging Halt of GPT Rollouts

CNN, The FTC should investigate OpenAl and block GPT over ‘deceptive’ behavior,
Al policy group claims

Fortune, OpenAl’s ChatGPT faces U.S. FTC complaint, call for European regulators
to step in

This highlights the importance of civil society groups proactively engaging media to
ensure accurate public discourse surrounding monumental Al governance events. It
exemplifies the indispensable role of public interest organizations in illuminating

issues and providing oversight to spur regulatory action.

Implications for Al Governance

This FTC investigation into OpenAl carries far-reaching implications for the
governance of Al moving forward:

Validates the instrumental role of civil society and public interest advocacy in
catalyzing regulatory scrutiny.

Signals that deploying Al systems without adequate safeguards carries
consequences.

Spurs Al firms to implement sound data practices, transparency, risk
assessments, and output validation to avoid scrutiny.

Highlights the necessity of centering democratic values and human rights in Al
governance frameworks.
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Foreshadows future tailored Al regulations informed by observed risks and
regulatory gaps.

The FTC’s sweeping investigation into OpenAl crystallizes a watershed moment for
Al governance worldwide. Propelled by CAIDP’s prescient consumer protection
advocacy, it affirms the vital role of civil society participation in shaping Al’s
evolution responsibly. This paradigm-shifting regulatory action sets the tone for
rights-based innovation that serves the public interest. It ushers in a new era of
accountability for Al's societal impacts guided by democratic principles.

Join the movement & empower the Al policy
change-makers

You can make a significant impact in inspiring, empowering, and connecting Al
policy change-makers worldwide to address the most pressing and critical
challenges of our time.

Your contribution enables free Al policy training for future leaders in 60+ countries,
Al & Democratic Values Index report, weekly updates on global Al policy news, and
CAIDP's engagement with policymakers worldwide.
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Need help with your donation? Contact us at fundraising @ caidp.org
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