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Disclosure Games®

As Elon Musk Hyped and Happy-Talked Investors and Fans,
Tesla Kept Quiet About a Year-Long Formal SEC Probe into the Model 3.
Disclosure Insight® reports provide commentary and analysis on public company interactions with investors and with the SEC.
They are heavily reliant on our expertise in using the Freedom of Information Act.

Summary and Opinion: In what’s sure to be ammo
for both Elon Musk fans and haters alike, we recently
acquired documents that show from Jun-2016 to 31-May2017, the SEC conducted a formal investigation of Tesla
Motors that was squarely focused on the company’s
Model 3. The probe was in-depth and got into a wide
range of items similar to questions raised by company
skeptics. It also named Goldman Sachs and looked at the
timing of its analyst report upgrading Tesla ahead of the
company announcing a $2 billion stock offering later that
same day, in May-2016. Goldman and Morgan Stanley
were the lead underwriters. The probe ended on 31-May2017 with no enforcement action recommended.
In a subpoena dated 15-Jun-2016, the SEC asked Tesla to
produce documents related to the following: reservations
for the Model 3; orders; production times and rates;
cancellations; refunds requested; refunds processed;
revisions in reservations; how deposits for the Model 3
have or will be used by Tesla; the company’s accounting
treatment for deposits; and, questions related to the 18May-2016 offering and analyst report issued by Goldman
Sachs. The 15 pages of records we obtained on this
investigation are posted to our website.
In its response to us of 07-Dec-2017, the SEC also blocked
access to other records on Tesla on law enforcement
grounds. That gives suggestion there is at least one other
unresolved SEC probe. We will appeal this response.

Our Take: To us, there’s more than enough here to
conclude this investigation should have been disclosed by
Tesla. Investor focus on the Model 3 has been intense this
past year, with Elon and his crew fanning the flames. With
this backdrop, we think investors most certainly would
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consider an SEC probe that asked a lot of questions about
the Model 3 to be material and, therefore, would have
wanted to know about it.
Fans – and maybe even the company itself – may rightly
want to point out the investigation ended with no
enforcement action taken. Despite the fact we’ve seen
many SEC probes have consequence for investors even
absent enforcement actions, we do get that rationale;
and, in hindsight it does make sense. Sort of. Except for
this: public companies and their supporters don’t have the
benefit of hindsight the day an SEC subpoena arrives.
The argument in favor of disclosure takes on even more
merit when one considers the depth and breadth of the
SEC’s document requests. The Goldman Sachs piece in and
of itself may raise an eyebrow or two as well, even if there
were nothing amiss.
Elon Musk and his team could tell investors more about
what is taking place with regulators. We have criticized
them for bad governance and staying silent regarding
undisclosed SEC probes we repeatedly found at Tesla and
Solar City. At any time, Tesla could stop playing Disclosure
Games® with investors, become more transparent, and
simply let time prove them right. Instead, this team
continues to act like the rules (on many fronts) don’t apply
to them. That cannot help but give critics of Tesla
recurring reasons to be suspicious. Meanwhile,
supporters must again rush to the ramparts to defend
their beloved company.
This one’s on Elon.
-- Probes Reporter
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Independent Investment Research Focused on Public Company Interactions with the SEC.

Notes: Our Disclosure Insight® reports, like those coming from other financial news and data providers, provide the investing
public with commentary and analysis on public company interactions between investors and/or with the SEC and other
agencies. They are journalistically based in large part on our expertise with federal filings using the Freedom of Information
Act.
“Disclosure Games®” is a term we use to highlight those public companies engaging in disclosure practices that in our opinion
may be misleading, confusing, evasive, or otherwise lacking the transparency needed for investors to make well-informed
investment decisions regarding a potentially material exposure.
If we alert you to existence of an undisclosed SEC probe, that means we filed a Freedom of Information Act (FOIA) request
with the SEC on the company in question and have a response, in black-and-white, on government letterhead that supports
our statement. The only thing we know at this time is that the probe(s) somehow pertains to the conduct, transactions, and/or
disclosures of the companies referenced.
New SEC investigative activity could theoretically begin or end after the date covered by the latest information in this report
which would not be reflected here. The SEC did not disclose the details on investigations referenced herein. All we know is
that they somehow pertain to the conduct, transactions, and/or disclosures of the companies referenced above. Companies
with undisclosed SEC investigations are maintained on our Watch List of companies with undisclosed SEC probes.
The SEC reminds us that its assertion of the law enforcement exemption should not be construed as an indication by the
Commission or its staff that any violations of law have occurred with respect to any person, entity, or security.

To learn more about our research process, including how to best use this information in your own
decision-making, click here.
Our Terms of Service, relevant disclosures, and other legal notices can be found here.
Copyright Warning and Notice
The works of authorship contained in the accompanying material, including but not limited to all data, design, text, images,
charts and other data compilations or collective works are owned by Probes Reporter, LLC or one of its affiliates and may not
be copied, reproduced, transmitted, displayed, performed, distributed, rented, sublicensed, altered, or stored for subsequent
use, in whole or in part in any manner, without the prior written consent of Probes Reporter, LLC.
Photocopying or electronic distribution of any of the accompanying material or contents without the prior written consent
of Probes Reporter, LLC violates U.S. copyright law, and may be punishable by statutory damages of up to $150,000 per
infringement, plus attorneys’ fees (17 USC 504 et. seq.). Without advance permission, illegal copying includes regular
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photocopying, faxing, excerpting, forwarding electronically, and sharing of online access.
Intellectual Property
© 2017 Probes Reporter, LLC. All rights reserved. Probes Reporter®; They Know it. Now You Know It.®; Better Disclosure for Better
Decisions®; Disclosure Insight®; and, Disclosure Games®, are trademarks of Probes Reporter, LLC and are proprietary.

DISCLAIMER
Probes Reporter, LLC is not an investment adviser and does not offer or provide personalized investment advice. The
information in our reports and appearing on ProbesReporter.com is not a solicitation connected to any security. The
information we provide is obtained from company submissions and our own Freedom of Information requests made to the
Securities and Exchange Commission. No representation or warranty is made as to the timeliness or completeness of any
information found in our reports or on ProbesReporter.com.
Probes Reporter does not adopt the truth or falsity of the contents of any of the documents or filings referred to on this
website, and no conclusion of wrongdoing should be inferred from the fact that an investigation has been initiated by the
SEC. Probes Reporter is not the guarantor of any investment and cannot be held liable for any losses or expenses incurred as
a result of reliance upon any information contained herein, and ProbesReporter.com is not a substitute for your own due
diligence, which may include advice from an investment professional.
With few exceptions, Probes Reporter, LLC prohibits its employees and principals from trading of any kind in any individual
public company securities, or derivatives thereof, on any company on which production of any new research report has
commenced. Such prohibitions shall remain in place until either 5 days after the individual research report has been
published or its production otherwise ceases.
Probes Reporter, LLC does not engage in investment banking activities or take any security positions, except those necessary
for routine corporate treasury functions
Our full trading policy, along with our Terms of Service, relevant disclosures, and other legal notices can be found here.

Visit www.probesreporter.com to learn more about becoming a subscriber. Or call 763-595-0900 (USA).
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