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Notice of Exempt Solicitation
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Connecticut Retirement Plans and Trust Funds
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Vote FOR Proposal #5 to request Board Declassification at Tesla, Inc.
Meeting Date June 6, 2017
Dear Fellow Tesla, Inc. ("Tesla") Shareholder,
At Tesla’s 2017 annual meeting (“AGM”) on June 6, 2017, you will have the opportunity to vote on a shareholder proposal, Proposal #5 in Tesla’s proxy
statement, calling for the annual election of all Tesla directors. The Connecticut Retirement Plans and Trust Funds (“CRPTF”), a Tesla shareholder with $31.5
billion in overall assets, filed the proposal with the goal of transitioning the board's governance structure to better meet challenges the company now faces as
a maturing public company.
Tesla’s board of directors is classified, so all directors do not stand for election annually. At this year’s AGM, shareholders are entitled to vote on only 3 of
Tesla’s 7 directors.
In our view, the board appears to have changed little since Tesla went public. While we commend the board for its role in Tesla's past success, we believe
board independence and director succession planning have not been given the priority they deserve. We see the annual election of directors as essential to
motivating the board to address these concerns and ensuring Tesla's long-term success in the face of developing business plan challenges.
Chairman/CEO Elon Musk's brother has served on the board since 2004. Directors Gracias, Ehrenpreis and Jurvetson have business relationships with Mr.
Musk that might affect their independence:
·

Both the Elon Musk Revocable Trust and Kimbal Musk, Elon Musk’s brother and a Tesla director, are investors in funds advised by Valor
Management Corp., of which Mr. Gracias is CEO.

·

Mr. Ehrenpreis and a fund he manages are investors in SpaceX, a company founded and led by Elon Musk.

·

Mr. Jurvetson is a managing director of a firm that is a “significant stockholder” in SpaceX and the Elon Musk Revocable Trust is an investor in a
fund managed by the firm.

In addition, Tesla is entering the market for much lower-cost vehicles, and will face competition from new entrants into the electric car and battery market
such as BYD,i as well as from traditional automakers.ii Last year, Tesla acquired SolarCity in a deal that generated controversy due to Tesla Chair/CEO Elon
Musk’s SolarCity ownership stake and questions about the logic of combining the two companies.iii We believe the annual election of directors will
incentivize more consistent communication between the board and long-term shareholders and strengthen alignment of interests in addressing these
challenges.
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Finally, we believe that annual accountability can lead to increased company performance. Academic studies have found that classified boards are
associated with lower firm valuation,iv poorer pay/performance alignment,v a lower likelihood of CEO termination in the event of poor performance,vi and a
higher likelihood of value-destroying acquisitions.vii Annual director elections have also been found to correlate with greater R&D expenditures that are
important for future success.viii
We believe that the annual election of directors would provide shareholders with assurance that the board's responsibilities to long-term shareholders (and
not management) will drive their decision making.
Our resolution does not in any way impede the ability of Tesla's board to engage in or implement long-term strategic planning. Rather, we believe that the
annual election of directors would encourage better communication between shareholders and directors and strengthen their alignment of interests.
We urge shareholders to vote "FOR" proposal # 5. If you have any questions or need additional information, please contact Mary Phil Guinan at 860-7023163 or MP.Guinan@ct.gov.
Regards,

Denise L. Nappier
State Treasurer
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This is not a solicitation of proxy authority. Please DO NOT send us your proxy card; the CRPTF urges shareholders to vote FOR Proposal number 5
following the instruction provided on the company’s proxy mailing.

