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Nearly a year after Sam Altman’s shocking removal and subsequent triumphant return, OpenAl
was once again in turmoil as the board of directors prepared to meet in September 2024 to
discuss an upcoming funding round. Amid expectations that the funding could double the
valuation of the Al startup to $75 billion, the board grappled with how to balance the company’s
mission to benefit humanity with its need to raise funds.

Just a few days earlier, the company’s CTO, Mira Murati, had abruptly left the company. She was
the highest profile of a host of departures that coincided with persistent rumors that OpenAl was
planning to become a for-profit company. Upon Altman’s reinstatement as CEO, the company
remade and expanded its board, promising an extensive review of the company’s peculiar
governance structure designed to ensure that its work toward developing artificial general
intelligence (AGI) benefited all of humanity.

Throughout 2024, OpenAl had seen further development and expansion, releasing new
advanced models like GPT-40 and GPT-01, as well as Sora, a text-to-video model still undergoing
closed testing. It partnered with several media and news organizations (and was sued by others)
to use their content to improve OpenAl’'s models and signed an important deal with Apple to
integrate OpenAl’s products into the iOS and MacOS ecosystems.

However, the departures once again highlighted the tension between OpenAl’s philanthropic
mission and the substantial funding it needed to accomplish it. This required partnerships with
powerful tech companies like Microsoft or Apple and a focus on quick product deployment.
The upcoming funding round, which would see more tech funds and companies take stakes in
the company, was further straining OpenAl.
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Some wondered if the company had learned the right lessons from the governance crisis of
November 2023. Was the remodeled board capable of steering OpenAl toward its goal? Should

the company indeed change its governance structure? And if so, to what?

Sam Altman’s return

On November 22, 2023, after days of internal upheaval and rumors, OpenAl announced the

return of Sam Altman as CEO as well as other board and governance changes.?

A week later, OpenAl put out an announcement in which both Altman and new OpenAl Chair

Bret Taylor laid out all the particulars surrounding the return?:

The governance saga at OpenAl (B)

e The previous board resigned, with the exception of Adam D’Angelo.

e Sam Altman returned as CEO and Greg Brockman as President, but they did not regain
their board seats.

e Two new directors, Bret Taylor and Larry Summers, were appointed, forming an initial
three-person board chaired by Taylor (see Exhibit B1).

e Microsoft was given a non-voting observer seat on the board.

e The new board would start the selection process to expand and strengthen the board
with new director appointments.

e The new board would also review and strengthen the governance of the company.

e A law firm was retained to conduct an independent review of the events that led to
Altman’s removal.

e All of the pre-existing executive leadership team—including former interim CEO Mira
Murati and former Director llya Sutskever—would be retained in their previous roles
(Murati as CTO and Sustkever as Chief Scientist).

Furthermore, Altman also shared his three main priorities for the company upon his return:

Advancing our research plan and further investing in our full-stack safety efforts, which have
always been critical to our work. Our research roadmap is clear; this was a wonderfully
focused time. | share the excitement you all feel. We will turn this crisis into an opportunity!
I"ll work with Mira on this.

Continuing to improve and deploy our products and serve our customers. It’s important that
people get to experience the benefits and promise of Al, and have the opportunity to shape
it. We continue to believe that great products are the best way to do this. I'll work with Brad,
Jason, and Anna? to ensure our unwavering commitment to users, customers, partners, and
governments around the world is clear.

Bret, Larry, and Adam will be working very hard on the extremely important task of building
out a board of diverse perspectives, improving our governance structure, and overseeing an
independent review of recent events. | look forward to working closely with them on these
crucial steps so that everyone can be confident in the stability of OpenAl.3

1Brad Lightcap, Chief Operations Officer; Jason Kwon, Chief Strategy Officer; Anna Makanju, VP of Global Affairs.
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Altman’s return was hailed by OpenAl’s investors (including Microsoft’s Satya Nadella and
Sequoia’s Alfred Lin) and other Silicon Valley figures, such as Salesforce founder Marc Benioff.#

Months later, Altman reflected on the entire episode:

| think boards are supposed to have a lot of power, but one of the things that we did see is in
most corporate structures: boards are usually answerable to shareholders. Sometimes, people
have super voting shares or whatever. In this case, and | think one of the things with our
structure that we maybe should have thought about more than we did is that the board of a
nonprofit has, unless you put other rules in place, quite a lot of power. They don’t really answer
to anyone but themselves. And there’s ways in which that’s good, but what we’d really like is
for the board of OpenAl to answer to the world as a whole, as much as that’s practical .

Governance changes

In February, OpenAl finally completed a tender offer to sell employee shares at a valuation of
$80 billion, led by the venture firm Thrive Capital. This meant that OpenAl’s valuation had more
than doubled since its last funding round in early 2023. This turned OpenAl into one of the most
valued startups in Silicon Valley.®

In the meantime, OpenAl retained the law firm WilmerHale to conduct an extensive review of
the events surrounding the removal of Sam Altman. The review was completed on March 8§,
concluding that “the prior board acted within its broad discretion to terminate Mr. Altman, but
also found that his conduct did not mandate removal.”’ (See Exhibit B2 for a summary of the
review’s findings).

Coinciding with the end of the review, OpenAl announced several governance changes®:
e Adopting a new set of corporate governance guidelines
e Strengthening OpenAl’s Conflict of Interest Policy

e Creating a whistleblower hotline to serve as an anonymous reporting resource for all
OpenAl employees and contractors

e Creating additional board committees, including a Mission & Strategy Committee
focused on implementation and advancement of the core mission of OpenAl

Sam Altman also rejoined the board (Greg Brockman did not), joined by new Directors Sue
Desmond-Hellmann (former CEO of the Bill and Melinda Gates Foundation), Nicole Seligman
(former EVP and General Counsel at Sony Corporation), and Fidji Simo (CEO and Chair of
Instacart)® (see Exhibit B3).

In May, a Safety and Security Committee was formed, with Taylor (Chair), D’Angelo, Stiegman, and
Altman as members as well as OpenAl technical and policy experts Aleksander Madry (Head of
Preparedness), Lilian Weng (Head of Safety Systems), John Schulman (Head of Alignment Science),
Matt Knight (Head of Security), and Jakub Pachocki (Chief Scientist). The committee also retained
external consultants.

The committee began a 90-day review period after which it issued recommendations to improve
OpenAl’s processes and safeguards, which were discussed within the full board.*°

|IESE Business School-University of Navarra



