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other a $1 billion breakup fee
if they cause the deal not to
happen for certain reasons.
Twitter could also sue to force
Mr. Musk to go through with
the transaction.

There are only specific sce-
narios under which Mr. Musk
would be able to simply pay
the termination fee to walk
away from the transaction, in-
cluding if regulators try to
block the deal or the debt fi-
nancing falls through.

For years, Twitter had pub-
licly disclosed its own esti-
mate of how many of its daily
active users represent false or
spam accounts, putting the
percentage at fewer than 5%
of its monetizable daily active
users. Mr. Musk has pegged
the figure at least four times
as high at 20% of Twitter’s ac-
counts.

Twitter CEO Parag Agrawal
tweeted on May 16 that the
company had shared informa-
tion with Mr. Musk about how
it estimates spam figures. Mr.
Musk responded with a poop
emoji.

In his letter Monday, Mr.
Ringler confirmed Mr. Musk
received a response from
Twitter on June 1, but said it
didn’t satisfy Mr. Musk’s re-
quests. “If Twitter is confi-
dent in its publicized spam es-
timates, Mr. Musk does not
understand the company’s re-
luctance to allow Mr. Musk to

“I’m sure Musk’s legal team
wishes there was some change
of circumstance that would
raise doubts about the legiti-
macy of those numbers, but
nothing’s really changed,” Mr.
Hoppe said. “There’s no
bombshell.”

By linking the fake-account
issue to Mr. Musk’s ability to
secure financing for the deal,
his legal team could be indicat-
ing the exit ramp they might
try to pursue to extract their
client from the transaction,
said Ben Means, a professor at
the University of South Caro-
lina School of Law. “Financing
obviously is necessary to close
the transaction,” he said.

Eric Talley, a professor at
Columbia Law School, said
that while Mr. Musk has the
right to request information,
Twitter might be unable to
share it if doing so would
breach another person’s legal
rights or undermine the com-
pany’s competitive position.

Mr. Musk offered to buy
Twitter for $44 billion in
April, and the company
agreed to the deal the same
month.

In May, the Tesla chief ex-
ecutive and world’s richest
person said the deal was
“temporarily on hold” because
of his concerns over the com-
pany’s accounting of the num-
ber of fake accounts on its
platform.

launched an investigation into
Twitter, saying the company
might have falsely reported its
fake bot accounts in violation
of the Texas Deceptive Trade
Practices Act. Mr. Paxton’s of-
fice ordered Twitter to pro-
duce documents on how it cal-
culates and manages its user
data and how that information
relates to its advertising busi-
nesses. Mr. Paxton’s office said
Twitter has until June 27 to
respond to its demands.

“Texans rely on Twitter’s
public statements that nearly
all its users are real people,”
Mr. Paxton, a Republican, said.
“It matters not only for regu-
lar Twitter users, but also
Texas businesses and adver-
tisers who use Twitter for
their livelihoods.”

Mr. Musk moved the head-
quarters last year for his au-
tomotive company, Tesla Inc.,
to Texas from California. The
rocket company he runs,
Space Exploration Technolo-
gies Corp., has large opera-
tions in Texas as well.

Mr. Paxton and Twitter
have clashed in the past. Last
month a federal appeals court
ruled that Texas for now can
enforce a law prohibiting the
internet’s biggest social-media
platforms, including Twitter,
from suppressing users’ con-
tent based on the viewpoint of
their speech. Mr. Paxton re-
sponded to the ruling with a
tweet saying he supported the
law and that the Fifth Circuit
“made the right call here.”

Mr. Musk’s latest letter is
his clearest statement that he
might try to abandon the deal,
potentially spurring what
could be a protracted legal
battle between the two sides.
As part of the agreement,
both sides agreed to pay each
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independently evaluate those
estimates,” the letter said.

As part of the deal, Mr.
Musk had waived detailed due
diligence that buyers typically
perform on targets. In a re-
sponse to a tweet Monday, Mr.
Musk suggested his waiving
due diligence didn’t apply to
any potential misstatements
by Twitter.

Legal experts offered dif-
ferent theories on what might
be driving Mr. Musk and his
legal team.

“This sounds like they’re
trying to shoehorn a due dili-

gence termination right into
an agreement that does not
have one,” said David Hoppe,
a mergers and acquisitions,
tech and media attorney in
San Francisco.

Mr. Musk would need to ar-
gue that something happened
since the time he signed the
deal that raised new doubts
about the estimates that Twit-
ter provided on the amount of
spam and fake accounts on its
platform, he said.

Only under specific
scenarios couldMr.
Musk pay the fee to
walk away.

ing Citadel Securities or Virtu
Financial Inc., rather than to ex-
changes such as the Nasdaq
Stock Market, arguing wholesal-
ers provide the best prices.

Some brokers, including
Charles Schwab Corp. and Rob-
inhood Markets Inc., accept
compensation from wholesalers
for routing trades to their ven-
ues. Mr. Gensler has said this
practice, known as payment for
order flow, creates a conflict of
interest and limits competition
for individual orders.

Under the auctions being
considered, firms would com-
pete with each other to fill an
individual investor’s trade, ac-
cording to people familiar with
the agency’s plans. Such a
mechanism would fundamen-
tally alter the business model
of wholesalers, which can make
more money by trading against
small investors than they do on
public exchanges, where they
might find themselves trading
with other sophisticated trad-
ing firms or institutional inves-
tors. An SEC spokesman de-
clined to comment.

A number of Wall Street
firms pushed back last year
when it became apparent Mr.
Gensler was targeting their
business models. Wholesalers
and brokers increased their lob-
bying and campaign spending in
Washington and published plans
for improving the stock market.

Virtu and Citadel Securities
argued against the sort of
changes the SEC is considering.
They said the current system,
including payment for order
flow, underpins a reduction to
trading costs that has made the
market more accessible.

Douglas Cifu, chief executive
of Virtu, said the order-by-order
competition sought by Mr. Gen-
sler could allow trading firms
more discretion in choosing
which trades they fill. This could
end up being more profitable in
the short term for wholesalers,
he said, but wouldn’t necessarily
help investors. “The SEC should
engage all market participants
before proposing significant un-
tested changes that would harm
retail investors’ execution qual-
ity and reduce retail investors’
access to our capital markets,”
Mr. Cifu said.

A spokesman for Citadel Se-
curities said the firm looks for-
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more than half of the 27 giga-
watts of new solar-power ca-
pacity developers had been ex-
pected to install this year,
according to the energy con-
sulting firm Rystad Energy.

The White House acted as
part of a larger package in-
tended to resolve a conflict pit-
ting solar power developers
and utilities that rely on cheap
imported components against
manufacturers who want to
move solar parts manufactur-
ing back to the U.S.

Mr. Biden invoked the De-
fense Production Act among
other measures to help U.S.
suppliers compete with Asian
rivals and spur more U.S. man-
ufacturing long-term.

Companies that build or sup-
port solar projects such as Sun-
run Inc., SunPower Corp. and
Enphase Energy Inc. all posted
gains Monday, with Sunnova
Energy International Inc. lead-
ing the group, up nearly 6.5%.

The developers and utilities
who import solar panels
cheered the decision as a way
to avoid a slowdown in new in-
stallations. But advocates for
U.S. manufacturers said it un-
dermines efforts to help U.S.
companies catch up to Chinese

rivals that dominate the indus-
try.

“President Biden is signifi-
cantly interfering in Com-
merce’s quasi-judicial process,”
said Mamun Rashid, chief exec-
utive of California-based Auxin
Solar Inc., a small maker of so-
lar panels whose complaint
triggered the Commerce inves-
tigation.

“By taking this unprece-

dented—and potentially ille-
gal—action, he has opened the
door wide for Chinese-funded
special interests to defeat the
fair application of U.S. trade
law,” Mr. Rashid said.

Mr. Biden cited disruptions
in global energy markets
caused by Russia’s invasion of
Ukraine—along with extreme
weather events exacerbated by
climate change—as justification

for his emergency declaration.
When asked about chal-

lenges to the decision’s legality,
a senior administration official
said the president is acting un-
der his emergency authority
under the Tariff Act of 1930 to
waive import duties. The
changes won’t interfere in the
Commerce investigation, the of-
ficial said.

Administration officials said

the plan creates a bridge period
to keep developers supplied for
now while U.S. panel-makers
build up their limited capacity.

“The Federal Government is
working with the private sector
to promote the expansion of
domestic solar manufacturing
capacity, including our capacity
to manufacture modules and
other inputs in the solar supply
chain, but building that capac-
ity will take time,” Mr. Biden
said in his declaration.

Solar developers and install-
ers, who vastly outnumber
manufacturers in the U.S. and
have lobbied for protection,
said the decisions could jump-
start projects that have been
delayed.

Executives at SOLV Energy
LLC, the biggest installer of
large-scale solar farms in the
U.S., are now reconsidering de-
cisions on nearly a dozen proj-
ects that were halted or de-
layed by fallout from the
Commerce probe and would
have eliminated or postponed
thousands of new jobs, said
George Hershman, the com-
pany’s chief executive.

—Anthony DeBarros
and Katherine Blunt

contributed to this article.

President Biden used emer-
gency authority Monday in a
bid to resolve a supply logjam
that threatened the solar power
industry, but the action drew
complaints from U.S. manufac-
turers who say it will impede
their efforts to build domestic
production.

Citing the prospect of elec-
tricity shortfalls, Mr. Biden au-
thorized solar parts from Cam-
bodia, Thailand, Vietnam and
Malaysia to be imported duty-
free for two years. That action
ended, at least temporarily, the
prospect that tariffs could be
levied retroactively on those
imports following a Commerce
Department investigation.

The four Southeast Asian
countries account for roughly
80% of U.S. solar panel imports.
The Commerce investigation
had led importers to halt ship-
ments, putting in jeopardy

BY TIMOTHY PUKO
AND PHRED DVORAK

Business Split onWaiving of Solar Tariffs
President acts to speed
flow of imports, a move
U.S. developers favor,
manufacturers oppose

A second layer of glass is added to a solar panel at Auxin Solar in San Jose, Calif., last month.
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ward to reviewing the SEC’s
proposals and working with
the agency. “It is important to
recognize that the current
market structure has resulted
in tighter spreads, greater
transparency, and meaningfully
reduced costs for retail inves-
tors,” the spokesman said.

The SEC commenced its re-
view of market structure after
the frenzied trading in
GameStop Corp. and other so-
called meme stocks in early
2021 brought fresh scrutiny to
the handling of individual in-
vestors’ trades.

After a year of internal de-
liberations, the agency homed
in on a narrowing set of pro-
posals. If the SEC votes to re-
lease them for public comment
later this year, they would
have a path to implementation,
as Democrats hold a majority
of seats on the commission.

The agency is considering
creating a more-stringent ver-
sion of the so-called best-execu-
tion rule that directs brokers to
find the most favorable terms
for their customers, two of the
people said. The rule that bro-
kers currently follow was writ-
ten by the Financial Industry
Regulatory Authority, an indus-
try body overseen by the SEC.

The SEC is also weighing a
proposal to allow stock ex-
changes to quote shares in in-
crements of less than 1 cent.
This could enable venues like
Nasdaq or the New York Stock
Exchange to better compete
with wholesalers, which can
beat the prices publicly dis-
played on exchanges by adding
or subtracting hundredths of a
penny to the price of a stock.
Two people familiar with the
matter said the agency is also
considering an idea to harmo-
nize the price increments,
known as tick sizes, that are
available on exchanges versus
other venues.

In addition, SEC officials
are aiming to reduce the maxi-
mum fee that exchanges can
charge brokers to access their
quotes, two of the people said.
Like some of the other changes
under consideration, such a
move could encourage more
orders to be sent to exchanges
rather than to other venues.

SECWeighs
Market
Changes

SEC Chairman Gary Gensler
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Elon Musk would need to argue that something happened since the time he signed the deal that raised doubts about bot estimates.
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A chart with a Page One ar-
ticle on Monday about the U.S.
dollar showed Standard Char-
tered Research’s estimates
from November 2021 through
May 26, 2022, for where the
federal-funds rate would stand
after Federal Reserve meetings
that are scheduled for July 27
and Sept. 21. The axis was in-
correctly labeled as starting in
November 2022.

Wages grew 5.2% in May

from a year earlier, down
from 5.5% in April, the Labor
Department said. A graphic
with a Page One article on
Saturday about employment
incorrectly said wages de-
creased.

Unilever PLC’s name was
misspelled as Unliver in one
instance in some editions
Monday in a World News arti-
cle about the censoring of a
Chinese online influencer.

In some editions Monday,
the last name of Howard
Schultz, Starbucks Corp.’s in-
terim chief executive, was mis-
spelled as Schutz in one in-
stance in a Business & Finance
article about the company.

Amazon.com Inc. has a mix
of blue- and white-collar staff.
The word was misspelled as
color in a Business & Finance
article on Thursday about
Tesla Inc.

Readers can alert The Wall Street Journal to any errors in news articles by emailing wsjcontact@wsj.com or by calling
888-410-2667.
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