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Session 7: New Products

We will start by looking at a press release on U.S. Federal Trade Commission’s July 2019
$5 billion fine against Facebook. We will then look at recent developments regarding Meta
in Burope. We will then turn to short-term rentals and will look at a recent statement by
Airbnb on changes in New York City short-term rental laws. We will then switch to trans-
portation and will look at that through two ditferent lenses. We will start with a chunk of
California Proposition 22, which addresses the gig economy and how employees/inde-
pendent contractors should be classified. We will turn then to developments in California
regarding autonomous vehicles. Finally, we will look at a recent statement from OpenAl
regarding artificial intelligence.
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FTC settlement imposes historic penalty, and significant
requirements to boost accountability and transparency
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Data Security,

NOTE: The FTC hosted an IN-PERSON press conference at FTC Headquarters, 600 Pennsylvania Ave, NW,
Washington D.C., on July 24, 2019. Watch archival video of the press conference.

Participants included: FTC Chairman Joe Simons, FTC Commissioners Noah Joshua Phillips and Christine S.
Wilson, and Gustav W. Eyler, Director of the Department of Justice Civil Division’s Consumer Protection Branch.

Facebook, Inc. will pay a record-breaking $5 billion penalty, and submit to new restrictions and a modified corporate
structure that will hold the company accountable for the decisions it makes about its users’ privacy, to settle Federal
Trade Commission charges that the company violated a 2012 FTC order by deceiving users about their ability to control
the privacy of their personal information.

The $5 billion penalty against Facebook is the largest ever imposed on any company for violating consumers’ privacy and
almost 20 times greater than the largest privacy or data security penalty ever imposed worldwide. It is one of the largest
penalties ever assessed by the U.S. government for any violation.

The settlement order announced today also imposes unprecedented new restrictions on Facebook’s business operations
and creates multiple channels of compliance. The order requires Facebook to restructure its approach to privacy from the
corporate board-level down, and establishes strong new mechanisms to ensure that Facebook executives are
accountable for the decisions they make about privacy, and that those decisions are subject to meaningful oversight.

“Despite repeated promises to its billions of users worldwide that they could control how their personal information is
shared, Facebook undermined consumers’ choices,” said FTC Chairman Joe Simons. “The magnitude of the $5 billion
penalty and sweeping conduct relief are unprecedented in the history of the FTC. The relief is designed not only to punish
future violations but, more importantly, to change Facebook’s entire privacy culture to decrease the likelihood of continued
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Attorney General Jody Hunt for
the Department of Justice’s Civil Division. “This settlement’s historic penalty and compliance terms will benefit American
consumers, and the Department expects Facebook to treat its privacy obligations with the utmost seriousness.”

More than 185 million people in the United States and Canada use Facebook on a daily basis. Facebook monetizes user
information through targeted advertising, which generated most of the company’s $55.8 billion in revenues in 2018. To
encourage users to share information on its platform, Facebook promises users they can control the privacy of their
information through Facebook’s privacy settings.

Following a yearlong investigation by the FTC, the Department of Justice will file a complaint on behalf of the Commission
alleging_that Facebook repeatedly used deceptive disclosures and settings to undermine users’ privacy preferences in
violation of its 2012 FTC order. These tactics allowed the company to share users’ personal information with third-party
apps that were downloaded by the user’s Facebook “friends.” The FTC alleges that many users were unaware that
Facebook was sharing such information, and therefore did not take the steps needed to opt-out of sharing.

In addition, the FTC alleges that Facebook took inadequate steps to deal with apps that it knew were violating its platform
policies.

In a related, but separate development, the ETC also announced today separate law enforcement actions against data
analytics company Cambridge Analytica, its former Chief Executive Officer Alexander Nix, and Aleksandr Kogan, an app
developer who worked with the company, alleging they used false and deceptive tactics to harvest personal information
from millions of Facebook users. Kogan and Nix have agreed to a settlement with the FTC that will restrict how they
conduct any business in the future.

New Facebook Order Requirements

To prevent Facebook from deceiving its users about privacy in the future, the ETC’s new 20-year settlement order
overhauls the way the company makes privacy decisions by boosting the transparency of decision making and holding
Facebook accountable via overlapping channels of compliance.

The order creates greater accountability at the board of directors level. It establishes an independent privacy committee
of Facebook’s board of directors, removing unfettered control by Facebook’s CEO Mark Zuckerberg over decisions
affecting user privacy. Members of the privacy committee must be independent and will be appointed by an independent
nominating committee. Members can only be fired by a supermajority of the Facebook board of directors.

The order also improves accountability at the individual level. Facebook will be required to designate compliance officers
who will be responsible for Facebook’s privacy program. These compliance officers will be subject to the approval of the
new board privacy committee and can be removed only by that committee—not by Facebook’s CEO or Facebook

employees. Facebook CEO Mark Zuckerberg and designated compliance officers must independently submit to the FTC
quarterly certifications that the company is in compliance with the privacy program mandated by the order, as well as an
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As part of Facebook’s order-mandated privacy program, which covers WhatsApp and Instagram, Facebook must conduct
a privacy review of every new or modified product, service, or practice before it is implemented, and document its
decisions about user privacy. The designated compliance officers must generate a quarterly privacy review report, which
they must share with the CEO and the independent assessor, as well as with the FTC upon request by the agency. The
order also requires Facebook to document incidents when data of 500 or more users has been compromised and its
efforts to address such an incident, and deliver this documentation to the Commission and the assessor within 30 days of
the company’s discovery of the incident.

Additionally, the order imposes significant new privacy requirements, including the following:

* Facebook must exercise greater oversight over third-party apps, including by terminating app developers that fail to
certify that they are in compliance with Facebook’s platform policies or fail to justify their need for specific user
data;

* Facebook is prohibited from using telephone numbers obtained to enable a security feature (e.g., two-factor
authentication) for advertising;

* Facebook must provide clear and conspicuous notice of its use of facial recognition technology, and obtain
affirmative express user consent prior to any use that materially exceeds its prior disclosures to users;

* Facebook must establish, implement, and maintain a comprehensive data security program;

* Facebook must encrypt user passwords and regularly scan to detect whether any passwords are stored in
plaintext; and

* Facebook is prohibited from asking for email passwords to other services when consumers sign up for its services.
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Alleged Violations of 2012 Order

The settlement stems from alleged violations of the FTC’s 2012 settlement order with Facebook. Among other things, the
2012 order prohibited Facebook from making misrepresentations about the privacy or security of consumers’ personal
information, and the extent to which it shares personal information, such as names and dates of birth, with third parties. It
also required Facebook to maintain a reasonable privacy program that safeguards the privacy and confidentiality of user
information.

The FTC alleges that Facebook violated the 2012 order by deceiving its users when the company shared the data of
users’ Facebook friends with third-party app developers, even when those friends had set more restrictive privacy
settings.

In May 2012, Facebook added a disclosure to its central “Privacy Settings” page that information shared with a user’s
Facebook friends could also be shared with the apps used by those friends. The FTC alleges that four months after the
2012 order was finalized in August 2012, Facebook removed this disclosure from the central “Privacy Settings” page,
even though it was still sharing data from an app user’s Facebook friends with third-party developers.

Additionally, Facebook launched various services such as “Privacy Shortcuts” in late 2012 and “Privacy Checkup” in 2014
that claimed to help users better manage their privacy settings. These services, however, allegedly failed to disclose that
even when users chose the most restrictive sharing settings, Facebook could still share user information with the apps of
the user’s Facebook friends—unless they also went to the “Apps Settings Page” and opted out of such sharing. The FTC
alleges the company did not disclose anywhere on the Privacy Settings page or the “About” section of the profile page
that Facebook could still share information with third-party developers on the Facebook platform about an app users
Facebook friends.

Facebook announced in April 2014 that it would stop allowing third-party developers to collect data about the friends of
app users (“affected friend data”). Despite this promise, the company separately told developers that they could collect
this data until April 2015 if they already had an existing app on the platform. The FTC alleges that Facebook waited until
at least June 2018 to stop sharing user information with third-party apps used by their Facebook friends.

In addition, the complaint alleges that Facebook improperly policed app developers on its platform. The FTC alleges that,
as a general practice, Facebook did not screen the developers or their apps before granting them access to vast amounts
of user data. Instead, Facebook allegedly only required developers to agree to Facebook’s policies and terms when they
registered their app with the Facebook Platform. The company claimed to rely on administering consequences for policy
violations that subsequently came to its attention after developers had already received data about Facebook users. The
complaint alleges, however, that Facebook did not enforce such policies consistently and often based enforcement of its
policies on whether Facebook benefited financially from its arrangements with the developer, and that this practice
violated the 2012 order’s requirement to maintain a reasonable privacy program.

The FTC also alleges that Facebook misrepresented users’ ability to control the use of facial recognition technology with
their accounts. According to the complaint, Facebook’s data policy, updated in April 2018, was deceptive to tens of
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millions of users who have Facebook’s facial recognition setting called “Tag Suggestions” because that setting was turned
on by default, and the updated data policy suggested that users would need to opt-in to having facial recognition enabled
for their accounts.

In addition to these violations of its 2012 order, the FTC alleges that Facebook violated the FTC Act’s prohibition against
deceptive practices when it told users it would collect their phone numbers to enable a security feature, but did not
disclose that it also used those numbers for advertising purposes.

The Commission vote to refer the complaint and stipulated final order to the Department of Justice for filing was 3-2. The
Department will file the complaint and stipulated final order in the U.S. District Court for the District of Columbia.
Chairman Simons along with Commissioners Noah Joshua Phillips and Christine S. Wilson issued a statement on this
matter. Commissioners Rohit Chopra and Rebecca Kelly Slaughter issued separate statements on this matter.

NOTE: The Commission files a complaint when it has “reason to believe” that the named defendants are violating or are
about to violate the law and it appears to the Commission that a proceeding is in the public interest. Stipulated final orders
have the force of law when approved and signed by the district court judge.

The Federal Trade Commission works to promote competition, and protect and educate consumers. You can learn more
about consumer topics and file a consumer complaint online or by calling 1-877-FTC-HELP (382-4357). Like the FTC on
Facebook, follow us on Twitter, read our blogs, and subscribe to press releases for the latest FTC news and resources.

PRESS RELEASE REFERENCE:

FTC Sues Cambridge Analytica, Settles with Former CEO and App Developer

FTC Approves Final Settlement With Facebook

FTC Gives Final Approval to Modify FTC’s 2012 Privacy Order with Facebook with Provisions from 2019 Settlement
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Commission sends preliminary findings to Meta over its "Pay or Consent”
model for breach of the Digital Markets Act

Brussels, 1 July 2024

Today, the Commission has informed Meta of its preliminary findings that its “pay or consent”
advertising model fails to comply with the Digital Markets Act (DMA). In the Commission's
preliminary view, this binary choice forces users to consent to the combination of their personal data
and fails to provide them a less personalised but equivalent version of Meta's social networks.

Preliminary findings on Meta's “pay or consent” model

Online platforms often collect personal data across their own and third party services to provide
online advertising services. Due to their significant position in digital markets, gatekeepers have
been able to impose terms of services on their large user base allowing them to collect vast amounts
of personal data. This has given them potential advantages compared to competitors who do not
have access to such a vast amount of data, thereby raising high barriers to providing online
advertising services and social network services.

Under Article 5(2) of the DMA, gatekeepers must seek users' consent for combining their personal
data between designated core platform services and other services, and if a user refuses such
consent, they should have access to a less personalised but equivalent alternative. Gatekeepers
cannot make use of the service or certain functionalities conditional on users' consent.

In response to regulatory changes in the EU, Meta introduced in November 2023 a binary “pay or
consent” offer whereby EU users of Facebook and Instagram have to choose between: (i) the
subscription for a monthly fee to an ads-free version of these social networks or (ii) the free-of-
charge access to a version of these social networks with personalised ads.

The Commission takes the preliminary view that Meta's “"pay or consent” advertising model is not
compliant with the DMA as it does not meet the necessary requirements set out under Article 5(2).
In particular, Meta's model:

i. Does not allow users to opt for a service that uses less of their personal data but is
otherwise equivalent to the “personalised ads” based service.

ii. Does not allow users to exercise their right to freely consent to the combination of their
personal data.

To ensure compliance with the DMA, users who do not consent should still get access to an
equivalent service which uses less of their personal data, in this case for the personalisation of
advertising.

Throughout its investigation, the Commission has been coordinating with the relevant data
protection authorities.

Next steps

By sending preliminary findings, the Commission informs Meta of its preliminary view that the
company is in breach of the DMA. This is without prejudice to the outcome of the investigation. Meta
now has the possibility to exercise its rights of defence by examining the documents in the
Commission's investigation file and replying in writing to the Commission's preliminary findings. The
Commission will conclude its investigation within 12 months from the opening of proceedings on 25
March 2024.

If the Commission's preliminary views were to be ultimately confirmed, the Commission would adopt
a decision finding that Meta's model does not comply with Article 5(2) of the DMA.

In case of non-compliance, the Commission can impose fines up to 10% of the gatekeeper's total

worldwide turnover. Such fines can go up to 20% in case of repeated infringement. Moreover, in case
of systematic non-compliance, the Commission is also empowered to adopt additional remedies such
as obliging a gatekeeper to sell a business or parts of it or banning the gatekeeper from acquisitions
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of additional services related to the systemic non-compliance.

The Commission continues its constructive engagement with Meta to identify a satisfactory path
towards effective compliance.

1P/24/3582

Quotes:

"Our investigation aims to ensure contestability in markets where gatekeepers like Meta have been accumulating personal data
of millions of EU citizens over many years. Our preliminary view is that Meta’s advertising model fails to comply with the Digital
Markets Act. And we want to empower citizens to be able to take control over their own data and choose a less personalised
ads experience."

Margrethe Vestager, Executive Vice-President in charge of competition policy - 01/07/2024

"Today we make another important step to ensure full compliance with the DMA by Meta. Our preliminary view is that Meta’s
“"Pay or Consent” business model is in breach of the DMA. The DMA is there to give back to the users the power to decide how
their data is used and ensure innovative companies can compete on equal footing with tech giants on data access."

Thierry Breton, Commissioner for Internal Market - 01/07/2024

Press contacts:

Lea ZUBER (+32 2 29 56298)
Thomas Regnier (+32 2 29 9 1099)
Sara SIMONINI (+32 2 298 33 67)

General public inquiries: Europe Direct by phone 00 800 67 89 10 11 or by emalil
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Commission finds Apple and Meta in breach of the Digital Markets Act

Brussels, 23 April 2025

Today, the European Commission found that Apple breached its anti-steering obligation under the
Digital Markets Act (DMA), and that Meta breached the DMA obligation to give consumers the choice
of a service that uses less of their personal data. Therefore, the Commission has fined Apple and Meta
with €500 million and €200 million respectively.

The two decisions come after extensive dialogue with the companies concerned allowing them to
present in detail their views and arguments.

Non-compliance decision on Apple's steering terms

Under the DMA, app developers distributing their apps via Apple's App Store should be able to inform
customers, free of charge, of alternative offers outside the App Store, steer them to those offers and
allow them to make purchases.

The Commission found that Apple fails to comply with this obligation. Due to a number of restrictions
imposed by Apple, app developers cannot fully benefit from the advantages of alternative distribution
channels outside the App Store. Similarly, consumers cannot fully benefit from alternative and
cheaper offers as Apple prevents app developers from directly informing consumers of such offers.
The company has failed to demonstrate that these restrictions are objectively necessary and
proportionate.

As part of today's decision, the Commission has ordered Apple to remove the technical and
commercial restrictions on steering and to refrain from perpetuating the non-compliant conduct in the
future, which includes adopting conduct with an equivalent object or effect.

The fine imposed on Apple takes into account the gravity and duration of the non-compliance.

Today, the Commission has also closed the investigation on Apple's user choice obligations, thanks to
early and proactive engagement by Apple on a compliance solution. You will find more information on
these decisions here.

Non-compliance decision on Meta's “"consent or pay” model

Under the DMA, gatekeepers must seek users' consent for combining their personal data between
services. Those users who do not consent must have access to a less personalised but equivalent
alternative.

In November 2023, Meta introduced a binary ‘Consent or Pay' advertising model. Under this model,
EU users of Facebook and Instagram had a choice between consenting to personal data combination
for personalised advertising or paying a monthly subscription for an ad-free service.

The Commission found that this model is not compliant with the DMA, as it did not give users the
required specific choice to opt for a service that uses less of their personal data but is otherwise
equivalent to the ‘personalised ads' service. Meta's model also did not allow users to exercise their
right to freely consent to the combination of their personal data.

In November 2024, after numerous exchanges with the Commission, Meta introduced another version
of the free personalised ads model, offering a new option that allegedly uses less personal data to
display advertisements. The Commission is currently assessing this new option and continues its
dialogue with Meta, requesting the company to provide evidence of the impact that this new ads
model has in practice.

Without prejudice to this ongoing assessment, today's decision finding non-compliance concerns the
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time period during which end users in the EU were only offered the binary ‘*Consent or Pay' option
between March 2024, when the DMA obligations became legally binding, and November 2024, when
Meta's new ads model was introduced.

The fine imposed on Meta also takes into account the gravity and duration of the non-compliance,
while noting that today's decisions taken against Apple and Meta are the first non-compliance
decisions adopted under the DMA.

Today, the Commission also found that Meta's online intermediation service Facebook Marketplace
should no longer be designated under the DMA. The decision follows a request submitted by Meta on
5 March 2024 to reconsider the designation of Marketplace. Following a careful assessment of Meta's
arguments and as a result of Meta's additional enforcement and continued monitoring measures to
counteract the business-to-consumer use of Marketplace, the Commission found that Marketplace had
less than 10,000 business users in 2024. Meta therefore no longer meets the relevant threshold giving
rise to a presumption that Marketplace is an important gateway for business users to reach end users.

Next Steps

Apple and Meta are required to comply with the Commission's decisions within 60 days, otherwise
they risk periodic penalty payments.

The Commission continues its engagement with Apple and Meta to ensure compliance with the
Commission's decisions and the DMA more generally.

Background

On 25 March 2024, the Commission opened non-compliance investigations into Apple's rules on
steering in the App Store and Meta's “pay or consent model”. On 24 June 2024 and 1 July 2024, the
Commission respectively informed Apple and Meta of its preliminary view that the companies were in
breach of the DMA.

Apple and Meta had the possibility to exercise their rights of defence by examining in detail all the
documents in the Commission's investigation files and comprehensively replying in writing to the
Commission's preliminary findings. The Commission can fine non-compliant companies up to 10 % of
their global annual turnover.

For more information and latest news on the DMA, please check the Commission website.

IP/25/1085

Quote(s):

"Today’s decisions send a strong and clear message. The Digital Markets Act is a crucial instrument to unlock potential, choice and
growth by ensuring digital players can operate in contestable and fair markets. It protects European consumers and levels the
playing field. Apple and Meta have fallen short of compliance with the DMA by implementing measures that reinforce the
dependence of business users and consumers on their platforms. As a result, we have taken firm but balanced enforcement action
against both companies, based on clear and predictable rules. All companies operating in the EU must follow our laws and respect
European values."

Teresa Ribera, Executive Vice-President for Clean, Just and Competitive Transition - 23/04/2025

"Enabling free business and consumer choice is at the core of the rules laid down in the Digital Markets Act. This includes ensuring
that citizens have full control over when and how their data is used online, and businesses can freely communicate with their own
customers. The decisions adopted today find that both Apple and Meta have taken away this free choice from their users and are
required to change their behaviour. We have a duty to protect the rights of citizens and innovative businesses in Europe and I am
fully committed to this objective."

Henna Virkkunen, Executive Vice-President for Tech Sovereignty, Security and Democracy - 23/04/2025

Press contacts:

Thomas REGNIER (+32 2 29 91099)
Patricia POROPAT (+32 2 29 80485)
Sara SIMONINI (+32 2 29 83367)

General public inquiries: Europe Direct by phone 00 800 67 89 10 11 or by email
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Two years later, momentum grows to reform NYC’s short-term rental rules

By Airbnb - September 3, 2025

Key Takeaways

e NAACP of Brooklyn and Jamaica are the latest to join a growing coalition of over a
dozen community organizations, homeowners, and small businesses urging the
New York City Council to pass Intro. 1107

e Asrentsrise and tourism declines, outer borough communities—especially Black
and Latino New Yorkers—are struggling to stay in their neighborhoods

e Citywide rents have risen by over 8.1 percent while the average hotel room costs
12.6 percent more since 2023, when Local Law 18 took effect, and listings in NYC
declined by over 90 percent

Two years after NYC’s short-term rental law took effect, New Yorkers are worse off.
Independent housing and cost-of-living data confirm that Local Law 18 (LL18) has
unquestionably failed to deliver on its promise to ease the housing shortage, as the city’s
affordability crisis only deepened. Instead, the city’s short-term rental law has squeezed
homeowners who rely on income from hosting short-term stays and reduced visitor
spending that helps sustain outer borough small businesses.

Now, a broad coalition of civil rights activists, housing advocates, and small business
leaders is urging the City Council to pass Intro. 1107—modest reforms that would restore
income opportunities for homeowners, expand affordability, and ensure tourism dollars
reach every corner of the city—without taking any housing units off the market.

Independent data confirms:

¢ Rents have surged, vacancies remain flat—Citywide average rents have climbed
to $3,730, a 8.1 percent increase since 2023, according to StreetEasy’s Rent Index.
In the outer boroughs, the rent burden is even heavier when compared to people’s
income, or Area Median Income. At the same time, despite an over 90 percent
decrease in short-term rentals in NYC, rental vacancies have dropped 0.5 percent
from two years earlier, showing no sign of meaningful improvement in housing
availability, according to StreetEasy’s Total Rental Inventory data as of July.



Rent in New York City

StreatEasy's Rent Index
% change since August 2023
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Black and Latino families are leaving NYC as cost of living rises—The cost of
living in New York City is now 74 percent higher than the national average, with
almost 3 million New Yorkers paying more than 30 percent of theirincome on rent,
putting them at risk of homelessness. The trend is worse among Black and Latino

households who have left New York City at higher rates, demonstrating how the
city’s affordability crisis is disproportionately impacting communities of color.

Neighborhood businesses have lost vital income from visitors who once spent
roughly $800 per trip in local shops and restaurants but are increasingly priced out
of the city due to lack of affordable lodging options.

Small businesses in the outer boroughs are facing reduced foot traffic and

declining sales, a sign of weakening neighborhood economies. Citywide

employment has decreased or remained stagnant, underscoring the strain on small
businesses—the city’s largest employers and a vital source of local jobs.

Fewer visitors and higher costs

As communities across the city are seeing their local economies hit hard by a steep decline

in tourism, New York City is also a far less affordable destination after LL18 for low- and

middle-income travelers, especially families with children. Hotel costs continue to reach



record-highs, up 12.6 percent in the last two years—more than triple the increase
nationally—and families who once relied on affordable short-term rentals are increasingly
priced out. Visitors who want to stay in the outer boroughs—often to be close to loved
ones, drop off college students, or remain near a hospital for essential care—now have few,
if any, options.

New York, NY hotel rates up 12.6% in the last 2 years, compared to 3.6%
Nationwide

Average Daily Rate (ADR) 12-month moving average*
% change from previous year
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As aresult, trips that once supported local shops and restaurants are either being cut
short, pushed into midtown Manhattan’s high-priced hotel market, or abandoned
altogether, leaving both visitors and neighborhood businesses worse off. Rising travel costs
are likely a factor contributing to NYC’s tourism bureau cutting its 2025 forecast for visitors,

including 400,000 fewer domestic travelers.
Growing momentum for common-sense changes without taking away homes

Supporters of Intro. 1107 are urging the City Council to pass modest reforms that will make
a significant difference to the livelihoods of many in their communities, while helping to
return visitors to the city. Intro. 1107 would make three simple changes:

e Allow New Yorkers in private homes to share them while away



¢ Increase the guest limit from two to four
¢ Permit the use of internal door locks so guests and host can have increased privacy

The bill aims to put money back in the pockets of everyday New Yorkers, helping pay for
bills and essential home repairs. The coalition backing the legislation understands that
Black and Latino families are at the greatest risk of displacement if the City Council does
not act, and supports these changes to keep families in their homes, sustain small
businesses, and ensure that the benefits of tourism are spread equally across all five
boroughs.

A broad homeowner-powered coalition

Coalition members have joined rallies, community meetings, and even a local door-
knocking campaign to share the stories of New Yorkers most impacted by the current rules.
This homeowner-led advocacy reflects the urgency of the moment—with each passing
month, more families and small businesses are feeling the impact on their pockets. Here
are some of their stories:

Lory and Cindy are proud homeowners in Prospect Lefferts Gardens. They turned to hosting
to help make ends meet and fund home investments after decades of hard work. After
losing vital income under Local Law 18, they’re speaking out for Intro. 1107 so responsible
couples like them can keep their homes, travel together, and continue supporting their
Brooklyn community.

Kerriis a homeowner in Jamaica, Queens who has relied on hosting for nearly seven years
to achieve financial stability and keep her family in their home. Last month, she spoke out
for fair rules like Intro. 1107 so responsible hosts like her can continue supporting their
families and neighborhoods. (Credit: Photo by Gabriele Holtermann, Brooklyn Paper.)

Jorge is a lifelong New Yorker and proud Bedford-Stuyvesant homeowner who turned to
hosting to help his family cover their mortgage and weather challenges like layoffs. He’s
advocating for Intro. 1107 so residents like him can keep their homes, support local shops,
and welcome visitors to their neighborhoods.

The advocacy of these homeowners has captured the attention of civil rights, housing,
good government, and business leaders. The NAACP of Brooklyn and Jamaica, the New
York City Housing Partnership, the New York Urban League, all five borough chambers of
commerce, and over a dozen other organizations have joined homeowners to demand the



City Council take action. Their combined voices represent a broad cross-section of New
Yorkers and reflect a growing academic consensus that agrees that the current rules are
failing to improve the housing crisis, are hurting communities, and that targeted reform is
both urgent and necessary.

“Brooklyn’s communities are united in the commitment to advancing homeownership and
the broader pursuit of equity and economic prosperity for those who have long been
marginalized. The diverse voices of Brooklyn—young people, elders, and multi-generational
homeowners—underscore the urgent need for policies that ensure every resident can build
generational wealth and stability. Intro 1107 is a crucial step toward fairness, empowering
homeowners to maintain economic resilience and remain rooted in the communities they
have built. The bill provides practical protections, allowing primary homeowners to rent
responsibly without sacrificing privacy or safety, and helps ensure that the path to
prosperity remains open to all Brooklynites. The NAACP Brooklyn Branch stands firmly in
the fight for economic justice, recognizing that affordable, stable housing is essential to
thriving neighborhoods, strong schools, and unlocking the full potential of every
community member. We look forward to collaborating with our partners and coalition
members to convene a roundtable with our Economic Development Committee to center a
vision of homeownership rooted in equity, justice, and opportunity for all across Brooklyn.”

Joan Alexander-Bakiriddin, President of NAACP Brooklyn Branch

“For too long, communities of color in Queens have carried a disproportionate burden of
rising housing costs and shrinking stability. Homeownership is overwhelmingly how we
build generational wealth, yet systemic barriers continue to lock too many of our neighbors
out of that chance. Int 1107 is a crucial step toward fairness, protecting Black
homeowners’ ability to remain in their neighborhoods, and ensuring that every family has
the tools they need to face the broader affordability crisis, including the choice to
responsibly short-term rent their home. The NAACP Jamaica Branch understands that
housing justice is inseparable from economic and racial justice. When homeowners can
afford to stay, neighborhoods thrive, schools strengthen, and families are able to plan for
their futures. This bill helps safeguard the promise of homeownership in Queens, and we
are proud to stand with our neighbors and this broad coalition of advocates in urging swift
passage to preserve affordability, equity, and community for generations to come.”

Candace Prince-Modeste, President of NAACP Jamaica Branch

“Overregulation is a major contributor to the affordability crisis in New York City and the
prohibition against primary residents of 1-2 family houses from sharing their homes, when
they’re away, is an example that the City Council can act to remedy.”



Kathryn Wylde, President and CEO of Partnership for New York City

“Current short-term rental rules are hurting, not helping everyday people. In the midst of an
affordability and housing crisis, neighborhoods like Bedford-Stuyvesant—where short-term
rentals help families and neighborhood businesses stay afloat—are suffering the most.
New York City’s homeowners should trust that the city has their back during these
economically challenging times. Intro 1107 offers a common-sense solution that
empowers struggling homeowners to earn extra income for bills and essential repairs, all
while safeguarding long-term housing.”

Jamie Smarr, President and CEO of the New York City Housing Partnership

“Current short-term rental rules disproportionately impact neighborhoods beyond
Manhattan and marginalized communities. We have heard stories from our own members
who are homeowners that can no longer make their mortgage, small businesses that are
seeing less customers from out of town, and visiting relatives who no longer have a place to
stay near their families. This law needs to be reformed to support New York families and
our communities across all boroughs.”

Arva Rice, President and CEQ of the New York Urban League

“The City’s strict regulations on short-term rentals have significantly affected local
restaurants in the outer boroughs and Upper Manhattan. With fewer short-term rental
options, visitors are less likely to explore these neighborhoods, impacting the local
economy. It would be beneficial for the City to reconsider its current approach to short-
term rental regulation and find a balanced solution that allows responsible homeowners to
participate, helping to support businesses across all boroughs.”

Sandra Jaquez, President of the New York State Latino Restaurant, Bar & Lounge
Association

The growing momentum behind Intro. 1107 is clear. New Yorkers cannot afford another
year under policies that limit income opportunities, kill jobs, and displace Black and Latino
residents. The City Council must ensure that the benefits of tourism can continue to be a
lifeline for families building a future in our city. Acting now will help stabilize neighborhood
economies and keep long-time residents in their homes. Every month without reform
means more families pushed to the brink and more low- and middle-income tourists priced
out of New York. The choice is simple: deliver common-sense reforms that work for all New
Yorkers, or risk deepening a crisis that is already harming the very neighborhoods the city
should be fighting to protect.
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PROPOSITION 21 CONTINUED

statewide election ballot, the provisions of the other
measure or measures shall be deemed to be in conflict
with this act. If this act receives a greater number of
affirmative votes than another measure deemed to be
in conflict with it, the provisions of this act shall
prevail in their entirety, and the other measure or
measures shall be null and void.

PROPOSITION 22

This initiative measure is submitted to the people in
accordance with the provisions of Section 8 of Article
[l of the California Constitution.

This initiative measure adds sections to the Business
and Professions Code and amends a section of the
Revenue and Taxation Code; therefore, new provisions
proposed to be added are printed in italic type to
indicate that they are new.

PROPOSED LAW

SECTION 1. Chapter 10.5 (commencing with
Section 7448) is added to Division 3 of the Business
and Professions Code, to read:

CHAPTER 10.5. ApPP-BASED DRIVERS AND SERVICES

Article 1. Title, Findings and Declarations, and

Statement of Purpose

7448. Title. This chapter shall be known, and may
be cited, as the Protect App-Based Drivers and
Services Act.

7449. Findings and Declarations. The people of the
State of California find and declare as follows:

(a) Hundreds of thousands of Californians are
choosing to work as independent contractors in the
modern economy using app-based rideshare and
delivery platforms to transport passengers and deliver
food, groceries, and other goods as a means of earning
income while maintaining the flexibility to decide
when, where, and how they work.

(b) These app-based rideshare and delivery drivers
include parents who want to work flexible schedules
while children are in school; students who want to
earn money in between classes; retirees who rideshare
or deliver a few hours a week to supplement fixed
incomes and for social interaction; military spouses
and partners who frequently relocate; and families
struggling with California’s high cost of living that
need to earn extra income.

(c) Millions of California consumers and businesses,
and our state’s economy as a whole, also benefit from
the services of people who work as independent
contractors using app-based rideshare and delivery
platforms. App-based rideshare and delivery drivers
are providing convenient and affordable transportation
for the public, reducing impaired and drunk driving,
improving mobility for seniors and individuals with
disabilities, providing new transportation options for

| Text of Proposed Laws

families who cannot afford a vehicle, and providing
new affordable and convenient delivery options for
grocery stores, restaurants, retailers, and other local
businesses and their patrons.

(d) However, recent legislation has threatened to take
away the flexible work opportunities of hundreds of
thousands of Californians, potentially forcing them
into set shifts and mandatory hours, taking away their
ability to make their own decisions about the jobs they
take and the hours they work.

(e) Protecting the ability of Californians to work as
independent contractors throughout the state using
app-based rideshare and delivery platforms s
necessary so people can continue to choose which
Jjobs they take, to work as often or as little as they like,
and to work with multiple platforms or companies, all
the while preserving access to app-based rideshare
and delivery services that are beneficial to consumers,
small businesses, and the California economy.

(f) App-based rideshare and delivery drivers deserve
economic security. This chapter is necessary to protect
their freedom to work independently, while also
providing these workers new benefits and protections
not available under current law. These benefits and
protections include a healthcare subsidy consistent
with the average contributions required under the
Affordable Care Act (ACA); a new minimum earnings
guarantee tied to 120 percent of minimum wage with
no maximum; compensation for vehicle expenses;
occupational accident insurance to cover on-the-job
injuries; and protection against discrimination and
sexual harassment.

(g) California law and rideshare and delivery network
companies should protect the safety of both drivers
and consumers without affecting the right of app-
based rideshare and delivery drivers to work as
independent contractors. Such protections should, at
a minimum, include criminal background checks of
drivers; zero tolerance policies for drug- and alcohol-
related offenses; and driver safety training.

7450. Statement of Purpose. The purposes of this
chapter are as follows:

(a) To protect the basic legal right of Californians to
choose to work as independent contractors with
rideshare and delivery network companies throughout
the state.

(b) To protect the individual right of every app-based
rideshare and delivery driver to have the flexibility to
set their own hours for when, where, and how they
work.

(c) To require rideshare and delivery network
companies to offer new protections and benefits for
app-based rideshare and delivery drivers, including
minimum compensation levels, insurance to cover on-
the-job injuries, automobile accident insurance,
health care subsidies for qualifying drivers, protection
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against  harassment and  discrimination, and
mandatory contractual rights and appeal processes.

(d) To improve public safety by requiring criminal
background checks, driver safety training, and other
safety provisions to help ensure app-based rideshare
and delivery drivers do not pose a threat to customers
or the public.

Article 2. App-Based Driver Independence

7451. Protecting Independence. Notwithstanding
any other provision of law, including, but not limited
to, the Labor Code, the Unemployment Insurance
Code, and any orders, regulations, or opinions of the
Department of Industrial Relations or any board,
division, or commission within the Department of
Industrial Relations, an app-based driver is an
independent contractor and not an employee or agent
with respect to the app-based driver’s relationship
with a network company if the following conditions are
met:

(a) The network company does not unilaterally
prescribe specific dates, times of day, or a minimum
number of hours during which the app-based driver
must be logged into the network company’s online-
enabled application or platform.

(b) The network company does not require the app-
based driver to accept any specific rideshare service
or delivery service request as a condition of
maintaining access to the network company’s online-
enabled application or platform.

(c) The network company does not restrict the app-
based driver from performing rideshare services or
delivery services through other network companies
except during engaged time.

(d) The network company does not restrict the app-
based driver from working in any other lawful
occupation or business.

7452, Contract and Termination Provisions. (a) A
network company and an app-based driver shall enter
into a written agreement prior to the driver receiving
access to the network company’s online-enabled
application or platform.

(b) A network company shall not terminate a contract
with an app-based driver unless based upon a ground
specified in the contract.

(c) Network companies shall provide an appeals
process for app-based drivers whose contracts are
terminated by the network company.

7452.5. Independence Unaffected. Nothing in
Article 3 (commencing with Section 7453) to Article
11 (commencing with Section 7467), inclusive, of
this chapter shall be interpreted to in any way alter
the relationship between a network company and an
app-based driver for whom the conditions set forth in
Section 7451 are satisfied.

Article 3. Compensation

7453. Earnings Guarantee. (a) A network company
shall ensure that for each earnings period, an app-
based driver is compensated at not less than the net
earnings floor as set forth in this section. The net
earnings floor establishes a guaranteed minimum level
of compensation for app-based drivers that cannot be
reduced. In no way does the net earnings floor prohibit
app-based drivers from earning a higher level of
compensation.

(b) For each earnings period, a network company shall
compare an app-based driver’s net earnings against
the net earnings floor for that app-based driver during
the earnings period. In the event that the app-based
driver’'s net earnings in the earnings period are less
than the net earnings floor for that earnings period,
the network company shall include an additional sum
accounting for the difference in the app-based driver’s
earnings no later than during the next earnings period.

(c) No network company or agent shall take, receive,
or retain any gratuity or a part thereof that is paid,
given to, or left for an app-based driver by a customer
or deduct any amount from the earnings due to an
app-based driver for a ride or delivery on account of a
gratuity paid in connection with the ride or delivery. A
network company that permits customers to pay
gratuities by credit card shall pay the app-based driver
the full amount of the gratuity that the customer
indicated on the credit card receipt, without any
deductions for any credit card payment processing
fees or costs that may be charged to the network
company by the credit card company.

(d) For purposes of this chapter,
definitions apply:

the following

(1) “Applicable minimum wage” means the state
mandated minimum wage for all industries or, if a
passenger or item is picked up within the boundaries
of a local government that has a higher minimum
wage that is generally applicable to all industries, the
local minimum wage of that local government. The
applicable minimum wage shall be determined at the
location where a passenger or item is picked up and
shall apply for all engaged time spent completing that
rideshare request or delivery request.

(2) “Earnings period” means a pay period, set by the
network company, not to exceed 14 consecutive
calendar days.

(3) “Net earnings” means all earnings received by an
app-based driver in an earnings period, provided that
the amount conforms to both of the following
Standards:

(A) The amount does not include gratuities, tolls,
cleaning fees, airport fees, or other customer pass-
throughs.

(B) The amount may include incentives or other
bonuses.
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(4) “Net earnings floor” means, for any earnings
period, a total amount that is comprised of:

(A) For all engaged time, the sum of 120 percent of
the applicable minimum wage for that engaged time.

(B) (i) The per-mile compensation for vehicle
expenses set forth in this subparagraph multiplied by
the total number of engaged miles.

(ii) After the effective date of this chapter and for the
2021 calendar year, the per-mile compensation for
vehicle expenses shall be thirty cents ($0.30) per
engaged mile. For calendar years after 2021, the
amount per engaged mile shall be adjusted pursuant
to clause (iii).

(iii) For calendar years following 2021, the per-mile
compensation for vehicle expenses described in
clause (ii) shall be adjusted annually to reflect any
increase in inflation as measured by the Consumer
Price Index for All Urban Consumers (CPI-U)
published by the United States Bureau of Labor
Statistics. The Treasurer’s Office shall calculate and
publish  the adjustments required by this
Subparagraph.

(e) Nothing in this section shall be interpreted to
require a network company to provide a particular
amount of compensation to an app-based driver for
any given rideshare or delivery request, as long as the
app-based driver’s net earnings for each earnings
period equals or exceeds that app-based driver’s net
earnings floor for that earnings period as set forth in
subdivision (b). For clarity, the net earnings floor in
this section may be calculated on an average basis
over the course of each earnings period.

Article 4. Benefits

7454. Healthcare Subsidy. (a) Consistent with the
average contributions required under the Affordable
Care Act (ACA), a network company shall provide a
quarterly health care subsidy to qualifying app-based
drivers as set forth in this section. An app-based driver
that averages the following amounts of engaged time
per week on a network company’s platform during a
calendar quarter shall receive the following subsidies
from that network company:

(1) For an average of 25 hours or more per week of
engaged time in the calendar quarter, a payment
greater than or equal to 100 percent of the average
ACA contribution for the applicable average monthly
Covered California premium for each month in the
quarter.

(2) For an average of at least 15 but less than 25
hours per week of engaged time in the calendar
quarter, a payment greater than or equal to 50 percent
of the average ACA contribution for the applicable
average monthly Covered California premium for each
month in the quarter.

| Text of Proposed Laws

(b) At the end of each earnings period, a network
company shall provide to each app-based driver the
following information:

(1) The number of hours of engaged time the app-
based driver accrued on the network company’s
online-enabled application or platform during that
earnings period.

(2) The number of hours of engaged time the app-
based driver has accrued on the network company’s
online-enabled application or platform during the
current calendar quarter up to that point.

(c) Covered California may adopt or amend regulations
as it deems appropriate to permit app-based drivers
receiving subsidies pursuant to this section to enroll
in health plans through Covered California.

(d) (1) As a condition of providing the health care
subsidy set forth in subdivision (a), a network
company may require an app-based driver to submit
proof of current enrollment in a qualifying health plan.
Proof of current enrollment may include, but is not
limited to, health insurance membership or
identification cards, evidence of coverage and
disclosure forms from the health plan, or claim forms
and other documents necessary to submit claims.

(2) An app-based driver shall have not less than 15
calendar days from the end of the calendar quarter to
provide proof of enrollment as set forth in paragraph
(1).

(3) A network company shall provide a health care
subsidy due for a calendar quarter under subdivision
(a) within 15 days of the end of the calendar quarter
or within 15 days of the app-based driver’s submission
of proof of enrollment as set forth in paragraph (1),
whichever is later.

(e) For purposes of this section, a calendar quarter
refers to the following four periods of time:

(1) January 1 through March 31.

(2) April 1 through June 30.

(3) July 1 through September 30.
(4) October 1 through December 31.

(f) Nothing in this section shall be interpreted to
prevent an app-based driver from receiving a health
care subsidy from more than one network company for
the same calendar quarter.

(g) On or before December 31, 2020, and on or
before each September 1 thereafter, Covered
California shall publish the average statewide monthly
premium for an individual for the following calendar
year for a Covered California bronze health insurance
plan.

(h) This section shall become inoperative in the event
the United States or the State of California
implements a universal health care system or
substantially similar system that expands coverage to
the recipients of subsidies under this section.
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DMV APPROVES CRUISE AND
WAYMO TO USE
AUTONOMOUS VEHICLES FOR
COMMERCIAL SERVICE IN
DESIGNATED PARTS OF BAY
AREA

Contact: Office of Public Affairs

2415 First Avenue

Sacramento, CA 95818

(916) 657-6437 | dmvpublicaffairs@dmyv.ca.gov [mailto:dmvpublicaffairs@dmv.ca.gov]

FOR IMMEDIATE RELEASE
September 30, 2021

Sacramento - The California Department of Motor Vehicles today issued autonomous vehicle deployment permits to Cruise LLC and Waymo LLC, allowing the companies to charge a fee and receive
compensation for autonomous services offered to the public.

Unlike an autonomous testing permit, which limits the compensation that a manufacturer can receive from the public while validating the technology on public roads, a deployment permit allows a company to
make its autonomous technology commercially available outside of a testing program. Commercial passenger service in an autonomous vehicle also requires authorization from the California Public Utilities
Commission.

The deployment authorization grants Cruise permission to use a fleet of light-duty autonomous vehicles for commercial services on surface streets within designated parts of San Francisco. The vehicles are
approved to operate on public roads between 10 p.m. and 6 a.m. at a maximum speed limit of 30 miles per hour and can operate in light rain and light fog. Cruise has had state authority to test autonomous

vehicles on public roads with a safety driver since 2015 and authority to test autonomous vehicles without a driver since October 2020. -
Waymo is authorized to use a fleet of light-duty autonomous vehicles for commercial services within parts of San Francisco and San Mateo counties. The vehicles are approved to operate on public roads with é'qlg
speed limit of no more than 65 mph and can also operate in rain and light fog. Waymo has had state authority to test autonomous vehicles on public roads with a safety driver since 2014 and received a driverle&
testing permit in October 2018.

Joeqgp:

The DMV has now approved three deployment permits.

Under state law established in 2012, the DMV is required to adopt regulations covering both the testing and public use of autonomous vehicles on California roadways. Regulations to allow for the deployment of
autonomous vehicles were adopted and took effect on April 2, 2018. Regulations allowing for light-duty autonomous delivery vehicles weighing less than 10,001 pounds were approved on December 16, 2019.

In order to receive a deployment permit, manufacturers must certify they meet a number of safety, insurance and vehicle registration requirements, including:
Identifying the operational design domain of the vehicles, as well as describing any commonly occurring restricted conditions within which the vehicles would not be able to operate.

Verifying the technology is capable of detecting and responding to roadway situations in compliance with the California Vehicle Code, and a description of how the vehicle meets the definition of an SAE
Level 3.4 or 5 [https://www.nhtsa.gov/technology-innovation/automated-vehicles-safety#topic-road-self-driving] autonomous technology.

Verifying the vehicles meet federal Motor Vehicle Safety Standards or have an exemption from the National Highway Traffic Safety Administration.
Certifying the manufacturer has conducted test and validation methods and is satisfied that the autonomous vehicles are safe for deployment on California public roads.
Developing a Law Enforcement Interaction Plan that provides information to law enforcement and other first responders on how to interact with the autonomous vehicles.

Providing evidence of insurance or a bond equal to $5 million.

Additional information on deployment permits is available on the DMV website [/portal/vehicle-industry-services/autonomous-vehicles/autonomous-vehicle-deployment-program/].

H#HH#t#

Never miss the latest news from the California DMV. Sign up now to receive customized information on DMV related topics. To subscribe or unsubscribe, visit DMV News Alerts:
https:/www.dmv.ca.gov/portal/dmv-news-alerts/ [/portal/dmv-news-alerts/
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CPUC Approves Permits for Cruise and Waymo To Charge Fares for
Passenger Service in San Francisco

August 10, 2023 - The California Public Utilities Commission (CPUC) today approved Resolutions granting additional RELATED PROGRAMS

operating authority for Cruise LLC and Waymo LLC to conduct commercial passenger service using driverless vehicles in Transportation

San Francisco. The approval includes the ability for both companies to charge fares for rides at any time of day.

The requirements for the Resolutions approved today were established in a CPUC Decision adopted in 2020. This

Decision mandates that autonomous vehicle (AV) companies submit an Advice Letter to enter the market as a passenger RELATED DIVISIONS

carrier using driverless vehicles or to make significant alterations to their current driverless passenger service, Consumer Protection and Enforcement

particularly those affecting passenger safety measures. The CPUC evaluated the Cruise and Waymo Advice Letters to
ensure they met the licensing requirements set forth in the Decision, including passenger safety measures.

Prior to today’s approval, both companies operated in San Francisco and other areas with specified limitations:

o Cruise was authorized to offer fared passenger service in limited areas of San Francisco from 10 p.m. to 6 a.m. without a
safety driver present, fared passenger service throughout San Francisco at any time with a safety driver present, and
non-fared passenger service throughout San Francisco at any time without a safety driver present.

* Waymo was authorized to offer fared passenger service throughout San Francisco at any time with a safety driver
present and non-fared passenger service throughout San Francisco at any time without a safety driver present. Waymo
is also authorized to offer non-fared passenger service in parts of Los Angeles and in and around Mountain View with or
without a safety driver present.

Additionally, both Cruise and Waymo possess an Autonomous Vehicle Deployment Program Permit issued by the
California Department of Motor Vehicles (DMV). This DMV permit is a prerequisite for AV deployment and is distinct from
the CPUC’s permit, which is an additional requirement for companies that provide transportation services to the public
using AVs. Participants in the CPUC’s AV programs must also maintain the relevant DMV AV permit in good standing.

“While we do not yet have the data to judge AVs against the standard human drivers are setting, | do believe in the
potential of this technology to increase safety on the roadway,” said CPUC Commissioner John Reynolds. “Collaboration
between key stakeholders in the industry and the first responder community will be vital in resolving issues as they arise
in this innovative, emerging technology space.”

Applicants to the Driverless Pilot Program and the Driverless Phase | Deployment Program are required to submit
Passenger Safety Plans that outline their plans to protect passenger safety. Permits issued are available on the CPUC’s
website.

Read the full Resolution for Cruise here and Waymo here.

Read about the CPUC’s regulation of autonomous vehicles here.
#Hi#

About the California Public Utilities Commission

The CPUC regulates services and utilities, protects consumers, safeguards the environment, and assures Californians
access to safe and reliable utility infrastructure and services. Visit www.cpuc.ca.gov for more information.
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DMV STATEMENT ON CRUISE
LLC SUSPENSION

FOR IMMEDIATE RELEASE
October 24, 2023

The California Department of Motor Vehicles today issued the following statement on the immediate suspension of Cruise LLC’s deployment and driverless testing permits:

Public safety remains the California DMV'’s top priority, and the department’s autonomous vehicle regulations provide a framework to facilitate the safe testing and deployment of this technology on California
public roads. When there is an unreasonable risk to public safety, the DMV can immediately suspend or revoke permits. There is no set time for a suspension.

The California DMV today notified Cruise that the department is suspending Cruise’s autonomous vehicle deployment and driverless testing permits, effective inmediately. The DMV has provided Cruise with the
steps needed to apply to reinstate its suspended permits, which the DMV will not approve until the company has fulfilled the requirements to the department’s satisfaction. This decision does not impact the

company'’s permit for testing with a safety driver.

Today's suspensions are based on the following:

13 CCR §228.20 (b) (6) - Based upon the performance of the vehicles, the Department determines the manufacturer’s vehicles are not safe for the public’s operation.

13 CCR §228.20 (b) (3) - The manufacturer has misrepresented any information related to safety of the autonomous technology of its vehicles.

13 CCR §227.42 (b) (5) - Any act or omission of the manufacturer or one of its agents, employees, contractors, or designees which the department finds makes the conduct of autonomous vehicle testing on
public roads by the manufacturer an unreasonable risk to the public.

13 CCR §227.42 (c) - The department shall imnmediately suspend or revoke the Manufacturer’s Testing Permit or a Manufacturer's Testing Permit - Driverless Vehicles if a manufacturer is engaging in a
practice in such a manner that immediate suspension is required for the safety of persons on a public road.
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October 27, 2025

TO: Michael Kratsios FROM: Christopher Lehane
Executive Director Chief Global Affairs Officer
Office of Science and Technology Policy OpenAl
Eisenhower Executive Office Building 1455 3rd Street
1650 Pennsylvania Avenue San Francisco, CA 94158

Washington, DC 20504

This document is approved for public dissemination. The document contains no business-proprietary or
confidential information. Document contents may be reused by the government in developing Al policies
and associated documents without attribution.

The United States currently leads the world in developing artificial intelligence—an advantage
that ensures that Al will be built to benefit as many people as possible, not just a few.

A year ago, we described how the national security imperative to lead the world in Al also
presents a once-in-a-century opportunity to strengthen our economy and modernize America’s
industrial base. Seizing this opportunity will catalyze domestic manufacturing, update our energy
grid, create more well-paid jobs, and generate more revenue—while also strengthening
American leadership in the world.

According to an OpenAl internal analysis, just the first $1 trillion invested in Al infrastructure
could result in more than 5% in additional GDP growth over a 3-year period.

An analysis commissioned by OpenAl of our own plans to build Al infrastructure in the US—uwith
six Stargate sites already underway in Texas, New Mexico, Ohio, and Wisconsin, and more to
come—finds that our plans over the next five years will require an estimated 20% of the existing
workforces in skilled trades such as specialized electricians and mechanics. The country will
need many more electricians, mechanics, metal and ironworkers, carpenters, plumbers and
other construction trade workers than we currently have. Americans will have new opportunities
to train into these jobs and gain valuable, portable expertise.

But limits on how much electricity the US can generate to power Al development threaten both
our ability to seize this once-in-a-century opportunity, and our advantage on the most
consequential technology since electricity itself. In pursuit of its goal to overtake the US and
lead the world on Al by 2030, the People’s Republic of China (PRC) has built real momentum in
energy production—treating capacity as the foundation of industrial competitiveness. In 2024,
the PRC added 429 GW of new power capacity, more than one-third of the entire US grid, and
more than half of all global electricity growth. The US contributed just 51 GW, or 12%.


https://cdn.openai.com/pdf/9b40f474-c989-4532-9050-3d39bbf2da54/oai-infra-blueprint-%5Bnov-2024%5D.pdf
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For the US, unlocking electrons will unlock our greatest national economic opportunity since
electricity drove the latter half of the Industrial Age. Electricity is a strategic asset—it underpins
the US Al advantage and in turn, our economic competitiveness, technological leadership, and
national security. And Al, as the foundational technology of our time, is itself becoming a
powerful tool for innovating with energy. It's already improving how we model the grid, forecast
demand, and design next-generation systems. Building more capacity to power Al will in turn
make our energy generation more efficient.

OpenAl was pleased to see the Trump Administration’s Al Action Plan recognize how critical Al
is to America’s national interests, and how maintaining the country’s lead in Al depends on
harnessing our national resources: chips, data, talent and energy. We also were pleased to see
that last week, the Department of Energy moved to streamline state-by-state processes that
have become one of the biggest barriers to building the energy infrastructure required for Al. We
want to recognize the work of the Office of Science and Technology Policy (OSTP) to engage
stakeholders across Al to inform the Administration’s policymaking.

As we look ahead to 2026 and beyond, we recommend that OSTP prioritize closing the
“electron gap” between the US and PRC by setting an ambitious national target of building 100
GW a year of new energy capacity. This amount would both account for baseline demands and
grid retirements, and fuel American Al dominance, ensuring that US companies have the power
they need and energy becomes cheaper and more reliable for communities across the country.

The US has a history of meeting the moment by thinking big, acting big, and building big.
Communities everywhere, not just in Silicon Valley, will benefit from the economic upsides of the
Intelligence Age—in new jobs and revenue from construction, and in the long-term build-out of
chips fabrication facilities and the manufacturing of turbines, copper wire, transformers and
other essential components.

The vastness of the opportunity creates room for the federal government to both step back and
let markets work, and also lean in. It can step back by streamlining and modernizing outdated
and onerous regulations to unlock energy innovation while continuing to protect our national
security, including through its own adoption of Al. It can lean in by investing in our next great era
of manufacturing and in the workforce to run it, especially in rural and underserved
communities. Specifically, to achieve 100 GW in new energy per year and the benefits that
come with it, the federal government should:
1. strengthen America’s industrial base by investing in manufacturing across the country;
2. unlock more energy by removing or modernizing regulations;
3. equip American workers and their families by helping to fund workforce development at
the state and local level, and scaling Al education; and,
4. atthe same time, continue to ensure that frontier Al systems protect American national
security interests, including through federal agency adoption.



OpenAl

OpenAl is committed to doing our part. Through our Stargate initiative, the six sites we've
already announced bring Stargate to nearly seven GW of planned capacity and over $400 billion
in investment over the next three years. This puts us on a clear path to securing the full $500
billion, 10 GW commitment we announced in January by the end of 2025—ahead of schedule.
We continue to evaluate additional sites across the US.

In 2026 and beyond, we’ll build on that progress by strengthening the broader domestic supply
chain—working with US suppliers and manufacturers to invest in the country’s onshore
production of critical components for these data centers. We will also develop additional
strategic partnerships and investments in American manufacturing to specifically advance our
work in Al robotics and devices.

We are committed to building new pipelines of workers by offering certifications for different
levels of Al fluency, while connecting our Stargate sites with local workforce and education
partnerships through our Certifications and Jobs Platform, starting in 2026 with our site in
Abilene, TX. The country will need many more specialized workers than we have now, creating
opportunities for Americans to train into these jobs and gain valuable, portable expertise.

We’'re also committed to building Al infrastructure that helps modernize the grid and generate
more energy for everyone. In many places, we're not just plugging into the grid; we’re building
new energy supply, including natural gas and solar projects behind the meter, as well as new
grid-connected capacity like the Wisconsin Stargate site we just announced with Oracle. Below,
we detail ways in which we’re pursuing our goal to become a net contributor to the regions we
operate in—adding capacity, improving resilience, and helping keep energy reliable and
affordable for everyone.

OpenAl’s mission is to ensure that artificial general intelligence benefits all of humanity. We'’re
humbled that since our March 2025 response to OSTP to help inform its Al policy agenda, our
weekly user base has doubled from over 400 million to over 800 million, with most users
accessing our tools for free. We see this reindustrialization as a foundational way for the US to
“predistribute” the economic benefits of the Intelligence Age from the very start. As with the
wheel, the printing press, the combustion engine, electricity, the transistor, and the internet, if we
make it possible for the US to occupy the center of this Age, it will lift all Americans regardless of
where they live, not just cohorts in certain parts of the country.

We remain committed to working with OSTP and others across the federal government toward
advancing the enclosed proposals, and we look forward to discussing them with you.

¥ -

Chris Lehane
Chief Global Affairs Officer
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1. Strengthen America’s Industrial Base

The rapid expansion of Al has exposed vulnerabilities in the US industrial base. Every stage of
the Al buildout—from critical minerals and semiconductor fabrication to grid components and
data center construction—relies on globally concentrated inputs or constrained manufacturing
capacity. Bottlenecks across this chain have already delayed projects, threatening America’s
ability to execute quickly enough to maintain global leadership. The Cardinal-Hickory Creek
transmission line in the Midwest took 13 years to complete; interconnection queues have faced

significant delays.

With domestic production unable to meet surging demand from Al data centers, lead times for
critical equipment now often exceed two years, threatening both compute expansion and grid
reliability. Upstream, these systems depend on critical minerals like copper, aluminum, electrical
steel, rare earths, and semiconductors—which remain dominated by a handful of foreign
suppliers, exposing the US to geopolitical and supply risks.

Yet, this challenge presents a historic opportunity to reindustrialize the country. The physical
investment required to secure Al supply chains can anchor a new generation of American
manufacturing. This is an area where OSTP and the federal government should lean in, through
the following proposals.

Expand tax credits that accelerate American manufacturing. The Administration has already
taken critical steps to strengthen American manufacturing by extending the Advanced
Manufacturing Investment Credit (AMIC) for semiconductor fabrication. OSTP should now
double down on this approach and work with Congress to further extend eligibility to the
semiconductor manufacturing supply chain; grid components like transformers and specialized
steel for their production; Al server production; and Al data centers. Broadening coverage of the
AMIC will lower the effective cost of capital, de-risk early investment, and unlock private capital
to help alleviate bottlenecks and accelerate the Al build in the US.

Counter the PRC by de-risking US manufacturing expansion. To provide manufacturers with the
certainty and capital they need to scale production quickly, the federal government should also
deploy grants, cost-sharing agreements, loans, or loan guarantees to expand industrial base
capacity and resilience. This financial support would help counter the PRC, especially in
instances where it is distorting the market, such as in copper, aluminum, electrical steel, rare
earth elements, and semiconductor inputs. Direct funding could also help shorten lead times for
critical grid components—transformers, HVDC converters, switchgear, and cables—from years
to months. Initial investments could be made using existing authorities such as the Defense
Production Act Title Il and the Department of Energy’s Loan Programs Office.

Accelerate transmission line construction. High upfront costs, long permitting timelines, and
fragmented regional investment have slowed the expansion of high-voltage transmission
needed to connect new generation and growing Al-driven loads. The Administration should
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accelerate transmission line construction by using existing tools—such as DOE’s Loan
Programs Office, the US Department of Agriculture’s Rural Utilities Service loans, DOE’s Grid
Resilience and Innovation Partnerships (GRIP) program grants, and Power Marketing
Administration financing—to mobilize capital and speed project delivery. The Federal Energy
Regulatory Commission (FERC) should further strengthen coordination and cost-sharing for
interregional lines through rulemaking under its existing authority, and work with Congress to
expand its backstop-siting authority to overcome state-level permitting barriers. Together, these
actions would ensure fair cost distribution, reduce delays, and enable a faster, more reliable grid
buildout.

Create a Strategic Reserve for the raw materials essential to Al infrastructure. Drawing on
precedents like the Strategic Petroleum Reserve, Congress and the Administration should
establish a strategic reserve of copper, aluminum, processed rare earth elements, and raw
semiconductor materials. This reserve would build off the important steps that the Administration
has already taken to invest in critical minerals (e.g., through its investment in MP Materials and
efforts to establish a $1 billion critical minerals reserve). Applying the same concept to the
materials that are essential to Al infrastructure would provide domestic producers with the
certainty they need to expand production. It would also reduce our dependence on the PRC,
stabilize prices during shortages, and ensure secure access to materials vital for US Al
infrastructure. Initial steps could be taken using existing authorities such as the DPA Title Ill, the
Strategic and Critical Materials Stock Piling Act, and DOE’s Loan Programs Office.

2. Unlock More Energy By Modernizing Regulations

The US cannot maintain its Al advantage if the “electron gap” with the PRC persists and our
ability to build new energy capacity is trapped in a regulatory chokehold. Although
interconnection queue delays have slowed or stalled projects in the past, this is an area where
the federal government can step up by stepping back. President Trump's Executive Order
13807 ("One Federal Decision") set appropriately ambitious 2-year targets for environmental
reviews and sped up permitting using emergency authorities. To continue unlocking American
energy, we encourage OSTP to direct additional steps to modernize regulations.

Bring new capacity onto the electric grid faster. For example, the government can tighten FERC
Order Number 2023 timelines by instituting automatic enforcement of late submissions and
standardizing timelines for extensions. The government also can create a fast track for
shovel-ready projects (e.g., storage, repowerings) to allow simple Al infrastructure projects to
skip the line.

Accelerate transmission build out and permitting. The federal government should prioritize
projects that connect high-generation regions to major load centers. Using existing tools—such
as the DOE Coordinated Interagency Transmission Authorization and Permits (CITAP) process,
National Interest Electric Transmission Corridor (NIETC) designations, FERC’s backstop-siting
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authority, and FAST-41 permitting coordination—federal agencies can move critical projects
from planning to construction faster. Combined with GRIP grants that support advanced
conductors and grid-enhancing technologies, these actions would cut project timelines and
strengthen the national transmission network.

Expand use of curtailable load resources and modernize interconnection policy. To strengthen
grid reliability and expand capacity for Al and other flexible loads, FERC should allow more
demand-side participation in wholesale markets and speed up interconnection for large loads
that can curtail. We welcomed the news last week that DOE recommended to FERC that it
assert jurisdiction and create standardized rules for large load interconnections. Indeed, such
rules could build on the Electric Reliability Council of Texas'’s successful “Connect and Manage”
model, transmission operators could allow new projects to connect before full transmission
upgrades are complete, provided that they can reduce consumption or output (curtail) before
power demand approaches the limits of the grid. This approach would increase use of existing
grid capacity, reduce interconnection wait times, and reduce costs for ratepayers while
maintaining reliability across the Bulk Electric System.

Accelerate permitting under the Clean Water Act (CWA) and Clean Air Act (CAA). The
government should shorten timelines for CWA §401 certifications, expand and standardize
nationwide permits for linear energy work, and create a standardized permitting process for data
center campuses that use advanced cooling processes. Recent announcements about the
intent to revise the New Source Performance (NSP) provisions on starting actual construction
under the CAA represent a positive first step that could be furthered by stabilizing PM2.5
implementation, creating a fast track New Source Review (NSR) playbook for reliability-critical
projects, and providing uniform rules for backup generators at data centers.

Leverage Al to speed up federal permitting and environmental review processes. OpenAl is
already working with the US National Labs to deploy Al to improve the accuracy and speed of
federal permitting. OSTP could build upon this early progress by directing Al-enabled review of
process bottlenecks, especially under the Clean Water Act, Clean Air Act, and Endangered
Species Act. It could also direct agencies to have existing authorities launch Al-assisted
permitting and environmental reviews. OSTP could also encourage the Council on
Environmental Quality to work with Al companies to speed the permitting process.

Speed up the permitting and environmental review processes for projects that build on federal
lands or use federal funds. We have endorsed bipartisan Congressional proposals like the
SPEED Act that would address longstanding issues with NEPA delays. Where Al infrastructure
construction occurs on federal lands or using federal funds, the federal government should
accelerate the National Environmental Policy Act (NEPA) review process. For example, it can
seek sped-up or alternative arrangements for NEPA by considering the national security
implications of Al infrastructure construction. It also should create categorical exclusions to
speed up reviews when construction would not have a significant impact on the environment
(e.g., DOE recently added a categorical exclusion for micro-reactors on federal sites).
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At OpenAl, we are bringing new power online to support sites like our flagship Stargate campus
in Abilene, and in grid-connected regions we’re working with local utilities to expand capacity
and strengthen stability. Our data centers are designed to be curtailable—reducing their draw or
even returning power during peak demand, helping to protect reliability and avoid higher costs
for consumers. Across all our US Stargate locations, our operations focus on optimizing both
energy and water. And in areas where we build behind-the meter power, we are pushing to
connect to the grid so that surplus energy can support local communities. Our goal is to become
a net contributor to the regions we operate in—adding capacity, improving resilience, and
helping keep energy reliable and affordable for everyone.

3. Equip American Workers and Their Families for the Al Economy

OpenAl supports the workforce policies proposed in the Trump Administration’s Al Action Plan.
We recently released our Workforce Blueprint, a comprehensive set of proposals to build on that
foundation with steps that can be taken today, and steps OpenAl already is taking, to make Al
and the ability to use it available to as many people as possible:

e Most of our over 800 million weekly users are using our Al for free.

e Nearly 2.5 million Americans already have engaged with our Al literacy content through
the OpenAl Academy learning platform.

e Through our recently announced QpenAl Certifications program, we’ll help 10 million
Americans improve their Al skills by 2030 and give employers the confidence they need
to hire with trust. Launch partners ranging from Walmart to the Texas Association of
Business, representing thousands of smaller businesses across the state, will help
ensure that enterprises of all sizes are able to provide training for their employees on
OpenAl’s best-in-class tools.

e Through the OpenAl Jobs Platform, launching in 2026, we’ll help future-proof the
workforce by giving millions of people a path to stability and growth through better jobs
and long-term career security.

To close the “electron gap” specifically, the US needs not only steel and concrete, but also a
skilled workforce at a scale not seen in generations. This includes mechanical, electrical, and
plumbing trades, and engineering and management specialists across the infrastructure stack.
Reaching that scale means significantly increasing our current training pipeline for core
electrical and construction trades, and quickly expanding specialized training in areas like
transformer manufacturing, HVDC systems, high-voltage cable installation, and grid
commissioning.

Our Workforce Blueprint suggests an approach for building these training pipelines by
connecting Al infrastructure companies with community colleges and technical and trade
schools through local “Al Hubs.” These hubs should be managed at the state and local level but
should leverage federal funding (e.g., the Workforce Innovation and Opportunity Act) and use the
workforce intermediary strategy endorsed by the Al Action Plan. Workforce intermediaries connect
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employers to local training providers such as community colleges and trade schools, and OpenAl is
proud to connect our Stargate data center campuses with community workforce and education
partnerships through our Certifications program and Jobs Platform, starting in 2026 with our site
in Abilene, TX.

We also envision hubs serving as structured spaces for training and peer learning, including
among parents. In addition to offering physical spaces for in-person and hands-on education,
hubs can also host regular “Al show-and-tell” events where workers, employers, and training
providers can share their experiences using Al—what worked, what failed, and what they
learned. Similarly, hubs can offer a place for parent workshops that could teach parents how to
use parental controls and monitor safe Al use; demonstrate practical ways Al can save time,
improve decision-making, or foster creativity; and offer space for open Q&A and discussion to
demystify the technology. Ideally communities would participate in the co-design of these
sessions, to provide the expertise on how best to tailor training for their residents.

4. Ensure That Frontier Al Systems Advance US National Security Interests

The federal government is uniquely positioned to ensure that frontier Al systems protect
American national security interests, including through federal agency adoption. National
security is also an area where the federal government should both lean in and enable
progress—by creating opportunities for public-private partnerships that advance US security
and competitiveness, and by removing unnecessary regulatory barriers to safety testing and
government adoption.

We also believe that on matters of national security and global competitiveness, the federal
government should play a singular leadership role. A patchwork of state-level national security
regulations risks bogging down innovation and weakening America’s global leadership position.
At the same time, states can serve as valuable “laboratories for democracy” by piloting
complementary policies in areas such as child and teen safety, Al literacy and education, and
workforce development. The following proposals suggest opportunities for the federal
government to lean in, step back, and ensure that state-based regulation doesn’t harm US
national security interests.

Remove regulatory roadblocks to safety testing. Even at the federal level, regulations can
impede the safe development and deployment of Al systems. To clear these roadblocks, OSTP
should direct relevant departments to provide exemptions, authorizations, or clarifications to
allow Al companies to responsibly and efficiently evaluate and improve system safety. For
example:

e The Bureau of Industry and Security (BIS) and the Directorate of Defense Trade
Controls (DDTC) should provide general authorizations, or confirm that such
authorizations would not be required, for “exports” and “deemed exports” related to Al
safety work in chemical, biological, radiological, nuclear (CBRN) and other sensitive
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domains. This would ensure that US companies can conduct essential testing and other
safety work with vetted personnel without having to go through a lengthy license
approval process.

e The Department of Justice should provide responsible Al companies with immunity in
instances where they are conducting legitimate child safety red-teaming and safety
evaluations under strict containment and using protocols that are cleared by DOJ’s Child
Exploitation and Obscenity Section or similarly reputable entities such as the National
Center for Missing and Exploited Children (NCMEC).

Incentivize companies to partner with the Center for Al Standards and Innovation (CAISI).
National standards for frontier Al models are still nascent, and federal regulations should not
outpace consensus-based standards. To speed up development of standards, the federal
government should encourage more companies to voluntarily partner with the CAISI, including
by working with Congress to provide participating companies with liability protections such as
preemption of state laws and regulations that focus on frontier model security and safety if
companies partner with the CAISI. This will help keep the US public and private sectors
competitive by allowing Al companies of all sizes to pursue cutting-edge Al technology while
also ensuring that they continue critical safety testing—all without being hampered by the
regulatory uncertainty created by some state-based liability regimes.

Equip the CAISI to serve as the single, efficient “front door” to the federal government. The
CAISI should continue to centralize technical expertise, streamline risk assessment and best
practices development, and reinforce US competitiveness and national security. By positioning
the CAISI as the hub for evaluation, red-teaming, intelligence integration, and interagency
coordination, OSTP can efficiently support US companies while mitigating the risks posed by
frontier Al systems. In particular, we recommend:

e Fully resourcing the CAISI with personnel and technical capabilities—including experts
on frontier Al models—to strengthen its ability to serve as a lasting federal center of
excellence on Al standards and innovation.

e Institutionalizing CAISI-led comparisons of foreign Al systems and publishing
interagency advisories for procurement and critical infrastructure operators.

e Integrating unique CAISI technical expertise of Al systems into US government national
security assessments of nation state and other sophisticated malicious uses of Al.

e Reporting annually on CAISI’'s evaluation, red-teaming, and standards development
activities, including voluntary industry partnerships.

e Coordinating with external industry-supported groups such as the Frontier Model Forum
to facilitate sharing technical information and best practices to facilitate development of
standards and shared resources.

e Exempting sensitive technical data voluntarily shared with the CAISI and partner
agencies from Freedom of Information Act (FOIA) disclosure, in order to encourage
robust public—private collaboration while preserving transparency where it matters.

e Directing the CAISI to develop a strategy for working with start-ups to share useful
information to advance national security while enabling their innovation to flourish.
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e Encouraging the CAISI to guard against burdensome international regulations by
coordinating with the National Institute of Standards and Technology (NIST) Information
Technology Laboratory (ITL), the State Department, and other agencies to ensure
consistent US representation in key international standards bodies, while issuing clear
guidance to US companies on how to engage effectively.

Ensure that any new federal regulations are future-proofed. Make sure that any future federal Al
regulation is flexible and performance-based (i.e., focused on objectives, not over-specifying
designs), with mechanisms that: (1) reference evolving, consensus standards; (2) provide safe
harbors for compliance with recognized standards; (3) use accredited conformity assessment
rather than prescriptive checklists; (4) enable pilots and regulatory sandboxes to validate
methods before codification; and (5) include periodic review and sunset clauses so
requirements keep pace with science.

Continue improving and expanding FedRAMP 20X. The Trump Administration has made real
progress in speeding up how new technologies get approved for government use. FEdRAMP’s
new “20X” process and Al prioritization effort have replaced outdated paperwork-heavy reviews
with a faster, more flexible system. Instead of static, one-time audits, the 20X process focuses
on real security outcomes and uses automation to keep systems safe in real time. The Al
prioritization track also gives companies direct support and quick feedback during reviews,
helping them fix issues early and get approved faster. These changes have made FedRAMP
much more efficient, and the Administration should continue to expand and strengthen these
improvements.

Streamline the Department of War’s security review process. OSTP should direct the
Department of War (DOW) to modernize its security approval process for new
technologies—governed by the Security Requirements Guide (SRG) and Cybersecurity Maturity
Model Certification (CMMC)—which is still too slow and paperwork-heavy. The current system
was built for older software and can delay Al projects for months, even when they pose little or
no security risk. By moving toward a faster, more flexible system like FedRAMP’s 20X process,
the Department could use automation and real-time checks instead of static reviews. A
streamlined framework could allow temporary approvals for low-risk Al projects, recognize
security reviews done by other agencies, and speed up testing while maintaining strong
cybersecurity protections. This would help the Department adopt and learn from new Al
technologies more quickly without compromising security.

Simplify and align DOW cybersecurity rules. Today, companies face overlapping and confusing
rules and processes under FedRAMP 20x, SRG, CMMC, NIST 800-53, and NIST 800-171,
leading to duplicated work and uncertainty about which standards and processes individual
DOW offices will accept. DOW should create a single, unified framework for cybersecurity
compliance that aligns requirements and processes, reduces red tape and complexity, and
allows companies to focus on innovation rather than compliance.
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Modernize accessibility rules for Al tools. Federal accessibility rules under Section 508 ensure
that technology is usable by everyone—a vital goal. Because Al systems update so often,
OSTP should direct an update to these rules that would create a flexible, tiered process—one
that allows quick pilots for low-risk projects while working with experts and users to build lasting
accessibility standards. This would uphold the spirit of Section 508—equal access—while
allowing Al innovation to move forward responsibly.

Align the NIST Al Risk Framework with existing laws. OSTP should direct the National Institute
of Standards and Technology (NIST) to publish clear “crosswalks” showing how the updated Al
Risk Management Framework connects to existing laws like HIPAA, Reg SCI, and other safety
standards. This would help organizations see how using the NIST framework can also meet
legal requirements. This also would benefit smaller organizations building Al tools. NIST should
also create a model “presumption of adequacy,” so regulators can treat companies that follow
the framework as already meeting core compliance standards—making the process more
predictable and efficient.

Build the secure backbone required for enterprise-level national security Al. The government
faces a growing deficit in GPU capacity across its classified cloud environments, constraining
the nation’s ability to deploy Al at speed and scale for critical national security missions. OpenAl
proposes a “Classified Stargate” initiative to help meet this need—mobilizing private capital
alongside government partners to establish accredited, classified data centers purpose-built for
government Al. This model would enable the government to operate outside of hyperscaler
constraints while providing the trusted, high-performance infrastructure essential for the next
generation of defense and intelligence capabilities.

Update data residency and sovereignty requirements. Federal data residency expectations
require data to remain within US boundaries. But inconsistent interpretations across agencies
impedes the use of commercial Al infrastructure for testing and evaluation. For low-risk or
non-sensitive datasets, these restrictions also slow experimentation without meaningfully
improving security. OSTP should consider updating these requirements and enabling temporary
or conditional exceptions for approved pilot projects with clear criteria for what qualifies as
non-sensitive data. This approach preserves national data protections while enabling faster,
secure experimentation and informed policymaking on long-term data sovereignty standards.

We look forward to discussing the above proposals with OSTP as we continue to build on our
relationship with the US government and work toward Al that benefits everyone.

About OpenAl

Artificial intelligence is an innovation like electricity—it will change how we live, how we work, and how we engage
with one another. OpenAl’s mission is to ensure that artificial general intelligence benefits all of humanity. We're
building Al to help people solve hard problems because by helping with the hard problems, Al can benefit the most
people possible—through more scientific discoveries, better healthcare and education, and improved productivity.
We’re off to a strong start, creating freely available intelligence being used by more than 800 million people around
the world, including 4 million developers. We believe Al will scale human ingenuity and drive unprecedented
productivity, economic growth, and new freedoms that help people accomplish what we can't even imagine today.
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