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Musk just made 
it easier to sue 
Tesla for fraud
By Alison Frankel

On Monday morning, six days after Tesla CEO
Elon Musk tweeted that he was thinking about
taking the company private at $420 a share,

with “funding secured” for the transaction, Tesla pub-
lished a blog post in which Musk clarified his tweet.
When he said that funding for the buyout was secured,
Musk said, he was referring to a promise he believed
he had received from the managing director of Saudi
Arabia’s sovereign wealth fund. The Saudi fund, he
said, had been encouraging him for nearly two years to
use its capital to take Tesla private. At a meeting on
July 31, after the Saudis acquired a 5 percent stake in
Tesla on the public markets, the fund official told Musk
it was too bad the company hadn’t previously worked
with the Saudis to take Tesla private, according to
Musk. The fund official, Musk said, suggested it wasn’t
too late to change that.

“He strongly expressed his support for funding a
going private transaction for Tesla at this time,” Musk
wrote in his blog post. “I understood from him that no
other decision makers were needed and that they were
eager to proceed. I left the July 31st meeting with no
question that a deal with the Saudi sovereign fund
could be closed, and that it was just a matter of getting
the process moving. This is why I referred to ‘funding
secured’ in the August 7th announcement.”

The market responded to Musk’s blog post by
dumping Tesla shares. The share price fell from a high
of nearly $363 just after Monday’s opening to a low of
$349 at around noon Monday. (Shares bounced back
to over $353 on Monday afternoon.) Musk and Tesla
may have been trying to stanch the stream of revela-
tions that has followed Musk’s tweet: The Wall Street
Journal’s Aug 8 report that the Securities and
Exchange Commission is investigating Musk’s state-
ment; an Aug 10 Bloomberg story that Tesla was only
in the early stages of devising a plan to fund a go-pri-
vate deal; and Reuters scoops that the Tesla board
hadn’t received a financing plan from Musk before his
tweet and that Saudi sovereign wealth fund “has
shown no interest” in bankrolling a buyout.

But two plaintiffs’ lawyers who filed shareholder
class actions against Tesla on Friday told me Monday
that Musk’s blog will make it easier for them to pursue
investor fraud claims.

‘As close as you’re going to get to an admission’
“The blog post is as close as you’re going to get to

an admission that funding was not secured when Musk
tweeted,” said Reed Kathrein of Hagens Berman Sobol
Shapiro, which filed a securities class action against
Musk and Tesla on Friday night in San Francisco feder-
al court. “It confirms what we thought.” Tesla declined
to comment in response to an email asking whether
Musk’s blog post on Monday will make it easier for
investors to claim securities fraud.

The Hagens Berman suit, as well as a similar class
action filed about an hour earlier by Keller Lenkner,
alleges that Musk’s original “funding secured” tweet and
several followup postings artificially inflated the price of
Tesla shares. The Keller Lenkner suit claimed Musk was
manipulating Tesla’s share price to punish Tesla short-
sellers betting against the company’s prospects. Some
short-sellers were so spooked by the spike in Tesla’s
share price after Musk’s go-private tweets that they
rushed to buy shares to cover their positions. Both
Kathrein of Hagens Berman and Travis Lenkner of Keller
Lenkner told me many of the hedge funds that have tak-
en short positions in Tesla stock avoided the buying
frenzy that followed Musk’s Aug. 7 tweets.

Investors who didn’t buy Tesla shares after the
Musk tweets cannot be part of the securities fraud
class actions because, under US Supreme Court
precedent, only investors who trade shares based on
corporate misrepresentations - as opposed to investors
who just hold their positions - are considered to have
been affected by the fraud. When plaintiffs’ lawyers
filed their lawsuits late Friday, they could not cite evi-
dence that Musk knew buyout financing wasn’t actually
secure at the time he tweeted that it was. The class
actions argued that Tesla’s subsequent statements and
actions implied uncertainty about the funding of any
go-private deal: Why, for example, would Musk and
Tesla now be holding meetings with bankers and other
funding sources if the buyout financing were as secure
as Musk represented it to be?

Musk’s blog post, Lenkner said, removes any ambi-
guity. “The statement makes it clear - funding was not
secure when Musk tweeted,” he said. Kathrein said
Musk may have posted his explanation about Saudi
funding to show that he really believed the money was
in place when he tweeted that his financing was
secure. In securities class actions, shareholders have to
prove defendants acted with the intention of defraud-
ing shareholders. But Kathrein said the US Supreme
Court’s 2015 decision in Omnicare v. Laborers District
Council Construction Industry Pension Fund holds that
corporations can’t pretend statements of fact are
unactionable opinions.

The quick drop in Tesla’s share price as the market
absorbed Musk’s disclosure, Kathrein said, will also
help investors prove that Musk’s original tweet artifi-
cially inflated Tesla’s value.  — Reuters

Manjeet Kaur cannot say exactly how old she is or
how long she has lived on the pavement of a
busy street in New Delhi, her belongings in plas-

tic bags, her washing hanging on the railing. Kaur was
kicked out years ago by her husband’s family in the north-
ern Indian city of Ludhiana after a quarrel over property.
She boarded a bus to New Delhi with her two young sons,
going first to a Sikh gurudwara, a place of worship, for free
food.

With no money and no one to turn to, Kaur and her
sons settled on the pavement outside the gurudwara,
marking their space among other families who lived there.
When it rains, they cover themselves with plastic sheets.
They have little protection from the winter’s cold or the
summer heat, when temperatures routinely soar above
400 C. “I had nowhere to go. The house, the land - nothing
was in my name,” said Kaur. “Here, the police harass us,
and the locals curse us, and I’m sometimes too afraid to
sleep. But we cannot afford to pay rent and the shelters
are not good, so what option do we have?”

Kaur is one of at least 10,000 homeless women in
India’s capital, where thousands of people arrive everyday
from villages and small towns, looking for better opportu-
nities. Many end up in slums and other informal settle-
ments. Others settle under bridges, flyovers, on pavements
and road dividers. Women, who are estimated to make up
about 10 percent of India’s homeless population, suffer the
brunt of a growing crisis brought on by rapid urbanisation,
soaring property prices, and a critical lack of shelters and
affordable housing.

Compounding the difficulty is a lack of reliable data on
homeless people, and homeless women in particular. Delhi,
a city of more than 16 million people, has 46,724 homeless
people - among the most of any Indian city - according to
the 2011 census. Rights groups say the estimate is conser-
vative, and that the actual figure is three times higher. They
also question the reported decline in India’s homeless
population to 1.77 million nationwide in the 2011 census
data, from 1.9 million a decade earlier. In the same period,

the urban homeless rose by a fifth, according to the data.
“Our cities are growing at a remarkable rate, and that

puts a strain on the government’s capacity to respond to
the needs of the people, including the homeless,” said
Ashwin Parulkar at the Delhi-based think tank Centre for
Policy and Research. “Not having an accurate understand-
ing of the extent of homelessness - who they are, where
they are, what their needs are - hinders policymaking and
compromises the ability to plan and provide for them,” he
told the Thomson Reuters Foundation.

Different definitions
Globally, at least 150 million people, or about 2 percent

of the population, are estimated to be homeless. More than
a fifth of the population lacks adequate housing. But get-
ting an accurate handle on homelessness is difficult
because of different definitions in countries, and govern-
ments’ inability to adequately measure the phenomenon,
said Joseph Chamie, a former director of the UN popula-
tion agency.

Governments also have a tendency to understate the
problem, while the homeless are reluctant to be counted,
he said. Yet the causes are the same: poverty, lack of
affordable housing, mental illness, alcohol and drug addic-
tion, family breakdown, civil conflict and environmental
disasters, he said. “There is no quick solution: even devel-
oped countries are encountering considerable difficulties.
So ending urban homelessness in less developed countries
is unlikely,” he said.

With at least 55 percent of the world’s population living
in urban centers, homelessness is ever more apparent,
from Los Angeles to Hong Kong. The problem is especially
severe in India, which is forecast to overtake China by
2024 as the world’s most populous country, with tens of
millions cramming into already crowded cities. Alongside,
evictions are rising: at least six homes are pulled down and
30 people forcibly removed each hour in India to make
way for metro stations and highways.

Homeless women bear the brunt, as they face more

abuse and violence on the street, but have few claims over
property and limited access to shelters, said Shivani
Chaudhry at the advocacy group Housing and Land Rights
Network in Delhi. Many of these women have left abusive
marriages, suffered sexual violence, or have been aban-
doned by families for mental illness or after the death of a
husband, she said. “Homeless women suffer the worst
kinds of violence and insecurity, and are vulnerable to sex-
ual abuse, exploitation, and trafficking,” said Chaudhry.
“Shelters are not a permanent solution.”

Housing for all
India has committed to provide housing for all its citi-

zens by 2022, with an aim to build 20 million urban units.
But analysts say the program bypasses homeless people
who cannot afford the mortgage payments. The Supreme
Court has ordered states to provide at least one 24-hour
shelter for every 100,000 residents in major urban cen-
ters. Few states have complied, citing the high cost of land.

“Our top priority is to have enough permanent shelters
with facilities and services, including healthcare, job train-
ing and counselling,” said Bipin Rai, a senior official at the
Delhi Urban Shelter Improvement Board. “But the main
challenge is lack of land. So we have to make do with tem-
porary shelters,” he said. Delhi has the most shelters of any
Indian city - about 200 to hold more than 16,000 people.
There are 20 shelters for women. More than half the shel-
ters are porta-cabins, which are refashioned steel contain-
ers with few facilities.

At some permanent women’s shelters, women get three
meals a day, skills training and help getting identification
papers and school admissions for their children. At one
such shelter, colorful drawings by the children are on a
wall, including several of a simple house flanked by two
trees, the sun smiling from above. “I would like to earn
enough so I can live in a house with my family,” said Saima,
who had previously lived on the street after coming to
Delhi some years ago. “But that may not be possible. This
may be our only home.” — Reuters 

From laboratory in 
far west, China’s 
surveillance state 
spreads quietly

Filip Liu, a 31-year-old software developer from
Beijing, was travelling in the far western Chinese
region of Xinjiang when he was pulled to one side

by police as he got off a bus. The officers took Liu’s
iPhone, hooked it up to a handheld device that looked
like a laptop and told him they were “checking his phone
for illegal information”. Liu’s experience in Urumqi, the
Xinjiang capital, is not uncommon in a region that has
been wracked by separatist violence and a crackdown by
security forces.

But such surveillance technologies, tested out in the
laboratory of Xinjiang, are now quietly spreading across
China. Government procurement documents collected by
Reuters and rare insights from officials show the technol-
ogy Liu encountered in Xinjiang is encroaching into
cities like Shanghai and Beijing. Police stations in almost
every province have sought to buy the data-extraction
devices for smartphones since the beginning of 2016,
coinciding with a sharp rise in spending on internal secu-
rity and a crackdown on dissent, the data show.

The documents provide a rare glimpse into the num-
bers behind China’s push to arm security forces with
high-tech monitoring tools as the government clamps
down on dissent. The Ministry of Industry and
Information Technology and the Public Security Bureau,
which oversee China’s high-tech security projects, did
not respond to requests for comment. The scanners are
hand-held or desktop devices that can break into smart-
phones and extract and analyse contact lists, photos,
videos, social media posts and email.

Hand-held devices allow police to quickly check the
content of phones on the street. Liu, the Beijing software

developer, said the police were able to review his data on
the spot. They apparently didn’t find anything objection-
able as he was not detained. The data Reuters analyzed
includes requests from 171 police stations across 32 out
of 33 official mainland provinces, regions and municipali-
ties, and appears to show only a portion of total spending.
The data shows over 129 million yuan ($19 million) in
budgeting or spending on the equipment since the begin-
ning of 2016, with amounts accelerating in 2017 and 2018.

In Shanghai, China’s gleaming international port city,
two districts budgeted around 600,000 yuan each to
purchase phone scanners and data-ripping tools.
Beijing’s railway police budgeted a similar amount, the
documents show. “Right now, as I understand it, only two
provinces in the whole country don’t use these,” said a
sales representative at Zhongke Ronghui Security
Technology Co Ltd, a Shaanxi-based firm that produces
the XDH-5200A, one of the scanners detailed in several
police procurement documents.

The representative said police stations across the
whole country could consult a centralized repository of
extracted data. “Almost every police station will have the
equipment.” Chinese-made devices cost as little as about
10,000 yuan for smaller ones, to hundreds of thousands
of yuan for more sophisticated ones, according to prices
seen at a police equipment fair in Beijing earlier this year.
The scanners have not been immediately apparent in
cities like Shanghai and Beijing. At recent checks at
Beijing bus and train stations, and the heavily guarded
Tiananmen square area, there were no signs of the
devices. But a police officer at Beijing Railway Station
confirmed they “have access when needed” to smart-
phone forensic technology.

Scanner data
These sorts of scanners are used in countries like the

United States but they remain contentious and security
forces need to go through a lengthy legal process to be
able to forcibly break into a suspect’s phone. In China,
while a number of firms say they have the ability to crack
many phones, police are generally able to get users to
hand over their passwords, experts say. The procurement
documents show some police stations asked for tools

that can pull data from a phone user’s accounts on
Twitter, Facebook and its WhatsApp chat service,
Alphabet Inc’s Google Chrome browser and Japan’s Line
messaging platform.

A May 25 filing from a customs bureau in Beijing bud-
geted 5.7 million yuan for smartphone forensic tools
from two providers, Meiya Pico and Resonant Ltd. It list-
ed messaging platforms and “overseas” apps the devices
could read. “Basic content collection functions” must
include “mobile phone passwords, address books, call
history, SMS records, MMS, pictures, audio and video
data, calendars, memos and mobile app data,” the docu-
ment said. Others listed tools that can breach well-known
smartphone brands such as Samsung Electronics,
Blackberry, China’s own Xiaomi and Huawei, as well as
Apple Inc’s tough-to-crack iPhone. Samsung, Blackberry,
Xiaomi and Huawei did not respond to requests for com-
ment. Apple declined to comment. Wu Wangwei, an engi-
neer at the Beijing-based Dasi Kerui Technology, which
trains police personnel to use the scanners said the
equipment had become “very common”. “The smart-
phone has become the most important source of evi-
dence,” he said. Police will always use it “if the case
needs it”. Chinese court cases often cite “electronic
investigations,” including the collection and accessing of
smartphones and tapping into social media accounts, but
it is unclear what forensic equipment is involved.

Expanding outward
China spent roughly 1.24 trillion yuan on domestic

security in 2017, accounting for 6.1 percent of total gov-
ernment spending and more than was spent on the mili-
tary. Budgets for internal security, of which surveillance
technology is a part, have doubled in regions including
Xinjiang and Beijing. “A good bunch of that went to some
very obscure, miscellaneous security spending cate-
gories ... including technology,” said Adrian Zenz, an aca-
demic who specializes in Chinese security spending.

According to two officials at the Ministry of Industry
and Information Technology, including one who worked
on police projects in Xinjiang, surveillance techniques
are tested in the region before being rolled out in other
provinces.  — Reuters

Indian homeless women suffer as cities expand


