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In January 2023, Hindenburg Research, a self-described financial forensic research firm,
unveiled an investigation it had been conducting on the Adani Group for approximately
two years. The firm publicly disclosed that it had been holding short positions in the Adani
Group, a trading strategy involving investing in a company to profit from a decline in its
stock market value. This indicated that the firm, known for tarnishing the public image of
various organizations, had now turned its attention to the Indian multinational
conglomerate, the Adani Group, led by Gautam Adani, who at the time ranked as one of
the world's wealthiest individuals.

As it had done with previous investigations, Hindenburg Research published a
comprehensive report on its website alleging that the Adani Group had manipulated its
share prices. The firm claimed to have evidence of a "brazen stock manipulation and
accounting fraud scheme" spanning decades. The research purportedly involved
discussions with individuals close to Adani, including former senior executives of the Adani
Group, as well as examining numerous documents and on-site visits to multiple countries.

Hindenburg's report alleged that the Adani family controlled offshore shell entities in tax
havens such as the Caribbean, Mauritius, and the United Arab Emirates, which were
purportedly used to facilitate corruption, money laundering, and tax evasion while diverting
funds from the group's listed companies. The firm even suggested that these fraudulent
practices were enabled by the Indian government, with which Adani purportedly had
connections, mentioning the Securities and Exchange Board of India (SEBI) by name.
Shortly after the publication of the report, Adani's stocks experienced a slight decline,
followed by a significant drop by January 27th, coinciding with the release of Adani's
Follow-on Public Offering (FPO), which received an underwhelming response. In response,
Adani vehemently denied the charges by Hindenburg, labeling them as false and
characterizing them as an "attack on Indian institutions." Hindenburg countered by stating
that Adani had not directly refuted any of their claims. Subsequently, the FPO saw a rapid
withdrawal by the Adani Group, partly due to its lackluster performance and the allegations
made by Hindenburg.



Adani Stock Still Ailing Three
Weeks After Hindenburg Report
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By May 2023, the matter had escalated to the Supreme Court of India, the country's highest
judicial body. The Supreme Court granted SEBI until August 14, 2023, to provide an update on
its investigation. SEBI later revealed violations of disclosure rules by listed entities and
restrictions on the holdings of offshore funds.

In light of the allegations raised by a US-based entity, SEBI launched an investigation into the
Adani Group, marking a tumultuous year for the conglomerate. This underscores a turbulent
period for the Adani Group, emphasizing the significant impact of external scrutiny and
investor sentiment on its financial stability and market perception.

On January 3, 2024, the Supreme Court, led by Chief Justice of India D.Y. Chandrachud,
dismissed requests to establish a special investigation team (SIT) or transfer the investigation
into Hindenburg's allegations against the Adani Group to the Central Bureau of Investigation
(CBI). Instead, the court expressed confidence in SEBI's ability to handle the case. The
Government of India and SEBI were tasked with investigating any potential legal violations
highlighted in Hindenburg's report on short selling and taking appropriate legal action as
required. This decision followed the court's earlier directive in January for SEBI to conclude its
investigation within three months.



A BRIEF HISTORY OF THE GIANT INDIAN MULTINATIONAL CONGLOMERATE

The Adani Group is an Indian multinational conglomerate established by Gautam Adani, one of
India's wealthiest individuals, in 1988. It is a diversified organization in India consisting of ten
publicly traded companies. Initially founded as a commodity trading business, it later
expanded into the import and export of various commodities. Currently, its operations
encompass sea and airport management, electricity generation and transmission, mining,
natural gas, food processing, defense, and infrastructure development.

The group's association with ports began in 1990 with the development of Mundra Port to
support its trading operations. By 1998, it became India's leading net foreign exchange earner.
Mundra Port, owned by Adani Ports and Special Economic Zone Limited (APSEZ), stands as
India's largest commercial port, surpassing many government-operated ports. Situated in
Guijarat, it serves as a crucial hub for Adani's activities, handling diverse cargo such as
containers, crude oil, coal, and chemicals. Mundra Port's modern infrastructure, deep berths,
and efficient operations contribute significantly to India's import and export activities, driving
economic growth and development.
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The group's association with ports began in 1990 with the development of Mundra Port to
support its trading operations. By 1998, it became India's leading net foreign exchange
earner. Mundra Port, owned by Adani Ports and Special Economic Zone Limited (APSEZ), is
India's largest commercial port, surpassing many government-operated ports. Situated in
Guijarat, it is a crucial hub for Adani's activities, handling diverse cargo such as containers,
crude oil, coal, and chemicals. Mundra Port's modern infrastructure, deep berths, and
efficient operations contribute significantly to India's import and export activities, driving
economic growth and development.

In 2006, the Adani Group achieved a significant milestone by going public through an Initial
Public Offering (IPO), raising substantial capital for further expansion. By 2008, the group
had emerged as a major player in India's infrastructure and energy sectors, positioning itself
for sustained growth and prominence. The period from 1998 to 2008 laid the foundation for
the Adani Group's rise as a leading conglomerate in India, with a strong focus on
infrastructure, energy, and sustainable development. During this period, the group expanded
its presence in various sectors, including logistics, infrastructure, energy, and agribusiness,
with a particular emphasis on port development, power generation, and trading activities.

The group's involvement in coal has significantly contributed to its growth in the energy
sector. It acquired coal assets in Australia and expanded its port operations in India. Adani
Enterprises emerged as one of the world's largest coal trading companies.

The Adani Group has been deeply engaged in coal ventures, encompassing both mining and
power generation. Its coal mining operations span India, Indonesia, and Australia, making it
one of the largest coal producers globally. In India, the group operates several coal mines,
including the Parsa East-Kente Basan and the controversial Carmichael coal mine in
Queensland, Australia, which has faced opposition from environmental groups due to its
potential impact on the environment.

Adani's coal ventures also extend to power generation, with coal-fired power plants in India
constituting a significant portion of its energy portfolio. These power plants play a vital role in
meeting India's growing energy demands, although they have faced scrutiny for their
environmental implications.

From 2022 onward, the Adani Group continued its expansion with a focus on sustainable
development and renewable energy. It aimed to become a key player in India's transition to
cleaner energy sources and is now one of the largest players in India's renewable energy
sector, particularly in solar and wind power.



PERFORMANCE OF ADANI GROUP
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Adani Green Energy, a subsidiary, ranks among the world's largest renewable energy
companies, with significant investments in solar and wind projects in India and abroad. Adani
aims to play a pivotal role in India's shift toward clean energy.

Throughout this period, the Adani Group faced scrutiny and controversies related to
environmental impact, land acquisition, and corporate governance. Despite these challenges,
the group maintained its position as one of India's leading conglomerates. Adani's coal projects
have faced criticism for their environmental impact, particularly in Australia. Concerns include
damage to the Great Barrier Reef due to port expansions and the potential impact on local
ecosystems and water resources. There have been allegations of land acquisition issues and
displacement of local communities for Adani's projects, especially in India. Critics have
accused the company of unfair land acquisition practices and inadequate compensation to
affected communities.

The Adani Group has encountered regulatory challenges related to environmental clearances,
land acquisition permissions, and compliance with labor laws. Legal battles and regulatory
hurdles have delayed or disrupted several of the group's projects. There have been allegations
of financial irregularities and questionable accounting practices, including concerns about
debt levels and the sustainability of the group's business model. Adani Group's rapid
expansion and high leverage have raised questions about its financial health and long-term
viability.



Founded in 2017 by Nathan Anderson, Hindenburg Research is an investment research firm
known for its aggressive critical analysis of companies, particularly through in-depth
investigations that aim to expose potential accounting fraud or mismanagement. They often
short-sell* the stocks of the companies they target, profiting if the stock price falls after their
reports are released. *(Activist short selling is a strategy used by investors to make a profit by
publicly betting against a company’s stock. They do so by exposing things like fraudulent
practices or overvaluation.) The firm specializes in forensic financial research and analyzes
equity, credit, and derivatives. “While we use fundamental analysis to aid our investment
decision-making, we believe the most impactful research results from uncovering hard-to-
find information from atypical sources,” it says on their website. The research firm, which has
become a notable player in the world of financial research, particularly for its willingness to
take contrarian views and its impact on market sentiment, seeks out situations where
companies may exhibit any of the following:

e Questionable accounting practices

¢ Presence of individuals with dubious backgrounds in management or key service

provider roles

e Lack of transparency regarding related-party transactions

e Potential involvement in illegal or unethical business or financial reporting activities

e Failure to disclose regulatory, product, or financial issues

Nathan Anderson, who holds a degree in international business from the University of
Connecticut, began his finance career at FactSet Research Systems Inc., a data company.
There, he worked with investment management companies. In a 2020 interview with the \Wall
Street Journal (WSJ), Anderson noted his observation that conventional analysis dominated
the industry, stating, “I realized they were doing a lot of run-of-the-mill analysis, there was a lot
of conformity.”

Prior to establishing Hindenburg Research in 2017, there was evidence of Anderson’s interest
in uncovering financial wrongdoings. Public records show that around 2015 and 2016,
Anderson submitted whistleblower reports to the SEC regarding suspected misconduct at
hedge funds.



Hindenburg Research draws its name and philosophy from the infamous Hindenburg airship
disaster of 1937. The disaster, which occurred when the Hindenburg airship caught fire during
its attempted landing in New Jersey, serves as a symbol for the company of a preventable
tragedy caused by human error. In their own words, Hindenburg Research sees the
Hindenburg disaster as a stark example of a completely avoidable catastrophe. Despite
previous hydrogen-based aircraft experiencing similar fates, the operators of the Hindenburg
proceeded with their plans, believing that their circumstances were somehow different.
Drawing a parallel to the financial world, Hindenburg Research, on their website, says, “We
look for similar man-made disasters floating around in the market and aim to shed light
on them before they lure in more unsuspecting victims."

Since 2017, Hindenburg Research has identified and reported on possible wrongdoing
at a minimum of 16 companies (according to their website).

In September 2020, Hindenburg released a report against the electric truck maker Nikola
Corp. titled “Nikola: How to Parlay an Ocean of Lies into a Partnership with the
Largest Auto OEM in America,"” accusing Nikola Motor Company of overstating its trucks'
capabilities, providing misleading information regarding its technology, and issuing false
statements about partnerships with prominent corporations. This bet is considered to be
Hindenburg's most high-profile bet. Nikola founder Trevor Milton was compelled to resign
from the company shortly after its publication. Additionally, the report triggered investigations
by regulatory authorities, including the U.S. Securities and Exchange Commission (SEC) and
the Department of Justice (DOJ). Subsequently, Trevor Milton was criminally indicted in July
2021 on charges of securities and wire fraud. In October 2022, a jury found Milton guilty on
three counts of fraud, leading to a four-year prison sentence.

In May 2023, Hindenburg Research targeted Icahn Enterprises, the investment company of
famed activist investor Carl Icahn, alleging that the company had inflated the value of its
holdings by 75% and operated with a dividend payment structure resembling a Ponzi scheme.
The release of the report on May 2nd, 2023, resulted in a 20% drop in the company's shares,
causing Carl Icahn's net worth to decrease by $3 billion. Within a week of the report's
publication, Icahn's net worth had declined by $6.5 billion, as reported by Forbes.
Hindenburg Research launched a significant campaign targeting a group of businesses
owned by Indian billionaire Gautam Adani. In January 2023, Hindenburg released a report
alleging that Adani Group companies were engaged in blatant stock manipulation and
accounting fraud.
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Hindenburg Research has solidified its position as a prominent force in public activist short-
selling, significantly impacting the share prices of numerous well-known companies through
its influential reports in recent years. While Hindenburg's work has exposed potential
wrongdoing and led to investigations or resignations, it has also generated controversy.
Companies targeted by their reports often deny the allegations, and the short-selling
strategy can be seen as manipulative by some.

In this report, we will delve into the specifics of the claims and accusations made by
Hindenburg Research against the Adani Group.

Hindenburg Research's January 2023 report on the Adani Group provides a critical
evaluation of the Indian conglomerate's financial and operational strategies. The report has
ignited intense discussions regarding the business practices of one of India's leading
corporations and has raised significant concerns about the ethical and legal aspects of the
Adani Group's activities.

"The report was thoroughly researched and is the result of our 2-year-long investigation on
Adani Group. '‘Our research involved speaking with dozens of individuals, including former
senior executives of the Adani Group, reviewing thousands of documents, and conducting
diligence site visits in almost half a dozen countries,' it says in their report. ‘In this report,
we highlight what we believe to be one of, if not the most egregious examples of
corporate fraud in history.'"



e Tax Havens: Thirty-eight shell entities were discovered in Mauritius, allegedly controlled
by Vinod Adani, Gautam Adani's brother. These entities are accused of artificially inflating
revenue and stock prices. The report states that they were used for money laundering and
share-price manipulation.

¢ Inconsistent Concentration of Holdings: The report also identified a group of five
supposedly independent investment funds that exhibit a highly suspicious pattern of
holdings. All five funds are under the control of Monterosa Investment Holdings, which is
based in Mauiritius.

Fund Name Jurisdiction | Assets (U.5. §) % of Assets in
Adani
Companies

APMS Investment Mauritius 2.3 billion 99.4%

Fund

Cresta Fund Mauritius 674 million 89.5%%

LTS Investment Fund | Mauritius 1.5 billion 97.9%

Albula Investment Mauritius

Fund Ownership (if any) no longer

Lotus Global Mauritius disclosed as below 1% of equity

Investment Fund

Source: Hindenburg Research Report

e Collectively, these funds own a massive INR 360 billion (U.S. $4.5 billion) in Adani listed
companies.

o Earnings Manipulation: The offshore shell network appears to have been utilized for
manipulating earnings.

¢ Fraud Allegations: The Adani Group has been subjected to four significant government
fraud investigations in the past, which have alleged money laundering, theft of taxpayer
funds, and corruption, totaling an estimated U.S. $S17 billion.

¢ Auditor Credibility: Adani Enterprises and Adani Total Gas were audited by a small firm
lacking a current website and a strong track record.

¢ Questionable Transactions: The Adani Group has engaged in questionable lending and
received unnecessary funds, raising suspicions about the transactions.



e Overvalued Shares: According to the report, data from FactSet and Hindenburg's
analysis indicate that Adani shares are significantly overvalued based on conventional
metrics like P/E Ratio, Price/Sales ratio, and EV/EBITDA.

o Debt-fueled Business: Five out of the seven key listed companies mentioned have
reported a current ratio of less than 1, indicating that their total current assets are
insufficient to cover their total current liabilities, and four of these companies have
negative cash flow.

e Promoters Pledging Stocks: This indicates that the company promoters have incurred
additional debt based on the shares they own. Excessive Promoter Control of Shares:
Allegations suggest that, besides the already high proportion of promoter-held shares
(close to 74% in multiple cases), substantial portions of the remaining public shares are
also controlled by shell companies connected to the Adani Group. Many of these
companies primarily invest in firms under the Adani Group.

¢ Inadequate Compliance: The report alleges that one of the firms hired to handle the
book running for Adani Green Energy has a history of past problems with SEBI, indicating
inadequate compliance.

Net Debt/| Industry | Current FCF

Name EBITDA Avg. Ratio (mil X)

Adani Green Energy 12.1x 6.3x 0.5| -146,850
Adani Power 3.3x 6.3x 0.9 71,527
Adani Total Gas 1.5% 4.1x 0.2 -2,383
Adani Transmission 9.1x 6.3x 0.8 -19,615
Adani Enterprises 6.4x 2.9% 0.7 -120,420
Adani Wilmar 1.9x 2.9x% 1.2 3,886
Adani Ports 4.1x Loz b 1.5 52,220

Source: FactSet



DENIAL OF ALLEGATIONS AND COUNTERARGUMENTS PRESENTED BY ADANI GROUP

Adaniissued a cautionary note to its shareholders regarding the report published by "Masters
of Manhattan" - Hindenburg Research on January 24, 2023, describing it as false. They
characterized the document as a malicious combination of selective misinformation and
concealed facts, containing baseless and discredited allegations aimed at serving an ulterior
motive. Adani stated that the report is rife with conflicts of interest and is intended to create a
false market in securities, enabling Hindenburg, an admitted short seller, to gain financially
through wrongful means at the expense of countless investors. The company also responded
that it viewed the report as a calculated attack on India, targeting the independence, integrity,
and quality of Indian institutions, as well as India's growth story and ambition.

The company, although not legally obligated, provided responses to the "88 questions" raised
in the report in the spirit of good governance, transparency to stakeholders, and to avoid false
perceptions.

In its Sunday rebuttal, the group stated that 65 out of the 88 questions raised by Hindenburg
Research had already been addressed in the company's public disclosures. Jatin Jalundhwala,
Head of Legal at Adani Group, remarked, "We are evaluating the relevant provisions under US
and Indian laws for remedial and punitive action against Hindenburg Research."

On Monday, January 30, 2023, Hindenburg Research released its response titled "Fraud
cannot be obfuscated by the nationalism of a bloated response that ignores every key
allegation we raised."” In a tweet detailing its response to Adani Group, Hindenburg reiterated
that none of their raised questions had been answered. Hindenburg also claimed that any
lawsuits filed against them would be 'meritless.’

In a 413-page response, the Adani Group stated, "This is not merely an unwarranted attack on
any specific company but a calculated attack on India, targeting the independence, integrity,
and quality of Indian institutions, as well as India's growth story and ambition."

"The statements of an entity sitting thousands of miles away, with no credibility or ethics,
causing serious and unprecedented adverse impacts on our investors, are tremendously
concerning," the Adani Group added.



Adani Group €8 @AdaniOnline - Jan 25
Media statement on a report published by Hindenburg Research.

adani
Media Statement

25 Januvary 2023

We are shocked that Hindenburg Research has published a report on
24 January 2023 without making afry attempt Lo contact us of verify the
factual matrix. The report is & malicious combination of selective
misinformation and stale, baseless and discredited allegations that have
been tested and rejected by India's highest courts.

The timing of the report’s publication clearty betrays a brazen, mala fide
intention to undermine the Adani Group's reputation with the principal
objective of damaging the upcoming Follow-on Public Offering from
Adani Enterprises, the biggest FPO ever in India. The investor community
has always reposed faith in the Adani Group on the basis of detalled
analysis and reports prepared by financial experts and leading national
and international credit rating agencies. Our informed and knowledgeable
investors are not influenced by one-sided, motivated and unsubstantiated
reports with vested interests

The Adani Gfﬂ-uﬂ_ which is India's leader in infrastructune and Job creation,
is a diverse portfolio of market-leading businesses managed by CEOs of
the highest professional calibre and overseen by experts in various fields
for several decades. The Group has always been in compliance with all
laws, regardiess of jurisdiction, and maintains the highest standards of
COTPOTaLE QOVErnBNCE

Jugeshinder Singh, Group CFO, Adani

Source: Tweet shared by Adani Group as a rst response to the allegations

B Pinned Tweet
Hindenburg Research @ @HindenburgRes - Jan 30
H Our Reply To Adani:

Fraud Cannot Be Obfuscated By Nationalism Or A Bloated Response That
lgnores Every Key Allegation We Raised

hindenburgresearch.com
Our Response To Adani: Fraud Cannot Be Obfusc...

On January 24th, we released a report outlining
numerous issues of suspected fraud at the Adani ...

O 391 11 15.3K ) 427K da 4Im X

Source: Hindenburg Research's response

“The Adani Group has clearly stated that allegations numbered 1, 2, 3, 27, 28, 29, 30, 31, 72, 73,
74,75,76,717,78, 79, and 80 were disclosed, discredited, and disproven in a legitimate
manner. These were confirmed by the Supreme Court twice over, highlighting the deceptive
nature of the Hindenburg report or the biased perspective of its writer(s)."
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"They further stated that allegations numbered 9, 15, 19, 24, 25, 32, 33, 35, 40, 41, 42, 43, 44,
45,46,47,48, 49, 50, 51,53, 54, 55, 56, 57, 58, 59, 60, 61, 81, 82, and 83 were a selective
regurgitation of disclosures from the financial statements of Adani entities intended to
paint a biased picture. They called these allegations 'baseless allegations around
transactions which are compliant with law, fully disclosed and on proper commercial
terms.’ Allegations numbered 4, 36, 37, 38, and 39 from the report concerning offshore
entities were dismissed by the company as reckless statements without any evidence and
based purely on unsubstantiated speculations, lacking understanding of Indian laws
related to related parties and related party transactions. These were labeled as 'misleading
claims around offshore entities being allegedly "related parties” without regard for
applicable law and standards.’

Allegations numbered 34, 62, 63, 64, 65, 66, 67, 68, 69, 70, and 71 were criticized for using
selective information to insinuate wrongdoing, despite the Adani portfolio having instituted
various corporate governance policies and committees, including their Corporate
Responsibility Committee. Furthermore, allegations numbered 5, 6, 7, 8,10, 11, 12, 13, 14, 16,
17,18, 20, 21, 22, 23, 26, and 52 were characterized as 'manipulated narrative around
unrelated third-party entities,’ emphasizing that shares of listed companies on Indian stock
exchanges are traded regularly and the listed entity does not control or have information
about buyers, sellers, or owners of publicly traded shares.

Lastly, allegations numbered 84, 85, 86, 87, and 88 were deemed biased statements
without substantiation. The Adani Group's response highlighted their exercise of judicial
remedy rights before Indian courts to protect shareholder interests when threatened.”



The short seller also alleges that two of Adani Group's listed companies, Adani Enterprises
and Adani Total Gas, employ auditors whose partners were as young as 24 and 23 when
they started working on the audits.

In response, the Adani Group stated, “The truth is that several of the CFOs that
Hindenburg claims have left are in fact still part of the organization in various other
capacities, including taking on larger or key roles as part of our growth stories.” Addressing
concerns about the suitability of its auditors, the Adani Group emphasized, “All these
auditors who have been engaged by us have been duly certified and qualified by the
relevant statutory bodies responsible for determining these benchmarks. All our auditors
have been appointed in compliance with applicable laws.”

The Adani Group responded comprehensively to every argument and speculation raised in
the Hindenburg report. They emphasized that all relevant matters had been disclosed in
the public domain, ensuring stakeholders were informed. They underscored their
compliance with Indian legislations such as the Companies Act, Listing Regulations, and
Accounting Standards, which provide robust frameworks for identifying and determining
“related parties."

The statement clarified, "Adani group’s Indian entities follow and comply with these
legislations at all times. Further, all related party transactions are at arm’s length, properly
disclosed, and reviewed/audited by statutory independent auditors of relevant entities
periodically." Regarding overseas entities, the Adani Group asserted that they adhere to
the laws of their respective jurisdictions.

The Adani Group responded robustly to allegations raised by Hindenburg Research
regarding transactions involving entities connected to Vinod Adani, Gautam Adani's
brother. Hindenburg alleged that these transactions were not properly disclosed and
raised concerns about potential artificial inflation of stock prices and financial opacity.
Adani's response focused on several key points:

¢ Related Party Transactions: Adani clarified that transactions with entities like Krunal
Trade & Investment, Vakoder, Rehvar Infrastructure, Milestone Tradelink, Ardenia
Trade and Investment, Adani Estates Private Limited, and Sunbourne Developers
Private Limited are not considered "related party transactions" under Indian laws and
accounting standards. They emphasized that these transactions were conducted on
arm's length terms and fully disclosed as related party transactions where applicable.



¢ Role of Vinod Adani: Adani stated that Vinod Adani does not hold any managerial
position in any Adani listed entities or their subsidiaries, nor does he have any day-to-
day involvement in their affairs. Therefore, they argued that allegations regarding his
business dealings and transactions are irrelevant to the entities within the Adani
portfolio.

o Adicorp Enterprises Transaction: Regarding the transaction involving Adicorp
Enterprises allegedly routing funds to Adani Power, Adani asserted that Adicorp
Enterprises is not a related party. Therefore, they stated they are not obligated to
disclose details of such transactions to their shareholders.

In conclusion, Adani Group rebutted the allegations by stating that all relevant
transactions were conducted legally and in compliance with applicable laws and
standards. They defended against claims of improper disclosure and financial
manipulation, asserting that their practices are transparent and within legal bounds.

The response from Adani Group to Hindenburg Research's allegations addressed
several key points:

e Corporate Structure and Complexity: Adani Group defended its complex
corporate structure, stating that infrastructure companies naturally have a multitude of
subsidiaries due to the nature of their business. They explained that new infrastructure
projects are often housed in separate entities (Special Purpose Vehicles, SPVs) to
manage risks and comply with regulatory requirements. They argued that having
numerous entities is a standard practice in the industry, not indicative of wrongdoing.

e Turnover of CFOs: Regarding the turnover of CFOs in Adani Enterprises and other
group entities, Adani Group clarified that CFOs often move to take up bigger roles
within the conglomerate. They provided examples to illustrate this point, suggesting
that the turnover is part of a normal career progression within the organization.

¢ Auditors and Compliance: Adani Group defended the qualifications and capacity of
their auditors, Shah Dhandharia, despite being a smaller firm with only 4 partners and
11 employees. They highlighted that several Adani entities are also audited by
renowned firms such as EY, PwC, Deloitte, and KPMG, ensuring robust oversight and
compliance with auditing standards.



e Legal Actions and Criticism: Adani Group acknowledged legal actions taken against
journalists but asserted that these actions were within their legal rights to defend
themselves and their businesses. They emphasized that being open to criticism does not
negate their right to protect their reputation and interests through proper legal channels.

Despite Adani Group's detailed responses, Hindenburg Research maintained its stance,
standing by its research and allegations. The ongoing dispute underscores significant
concerns and complexities surrounding corporate governance, financial transparency, and
regulatory compliance within large conglomerates like Adani Group.



The Hindenburg report, released on January 25, 2023, caused significant damage to Adani
Group stocks. Its explosive allegations of stock manipulation, insider trading via Mauritian-
based companies, and accounting fraud reverberated throughout financial markets.

The fallout was immediate, with Adani Group stocks experiencing a downward spiral in
the days following the report's release. An analysis by ThePrint of closing prices for the
group's seven listed companies revealed substantial declines, ranging from 10 to 27
percent.

This sharp downturn underscores the immediate and severe repercussions that such
allegations, especially when brought forth by influential entities like Hindenburg Research,
can have on market confidence and investor sentiment. For Adani Group, the fallout
necessitated a swift and comprehensive response to address concerns, restore trust, and
stabilize their standing in the volatile financial landscape.

TRAJECTORY OF ADANI COMPANIES SINCE TUESDAY
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STEEP FALL IN ADANI STOCKS POST HINDENBURG REPORT
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Adani Transmission, India's largest private transmission company, bore the brunt of the decline,
experiencing a staggering 27 percent drop from Tuesday's closing price of Rs 2,756.15 to
Friday's closing price of Rs 2,009.70. Similarly, Adani Total Gas Limited, another key entity
within the group, saw a significant 24.6 percent decrease in its stock value over the same
period, falling from Rs 3,891.75 to Rs 2,934.55.

Likewise, Adani Green Energy and Adani Ports and Special Economic Zones, both
infrastructure-focused firms, each experienced a decline of over 20 percent in the two trading
days subsequent to the publication of the Hindenburg report. Adani Green Energy saw its
stock prices drop from Rs 1,913.55 to Rs 1,484.50, marking a decrease of 22.4 percent, while
Adani Ports and SEZ observed a reduction from Rs 760.85 to Rs 598.60, reflecting a 21.3
percent decline. Adani Enterprises, considered the flagship entity of the Adani Group,
witnessed a slide of 19.6 percent in its stock value following the report's release. On the other
hand, Adani Wilmar and Adani Power Limited were the least affected, with both experiencing a
stock price decline of approximately 9.7 percent each.



While Adani Group stocks have made a significant recovery since the scathing report by
Hindenburg Research in January, they are still trading at levels up to 84 percent lower
than those seen in January. Data indicates that the group's market capitalization (m-cap)
bounced back from a low point below Rs 7 lakh crore on February 27 but has remained
around the Rs 10 lakh crore mark since then, well below the pre-Hindenburg Research m-
cap level of Rs 19.20 lakh crore. During this recovery period, Gautam Adani, the group's
founder and chairman, experienced a notable shift in his billionaire ranking, falling out of
the top 20 list with a net worth of $58.3

Gautam Adani's net worth fell to $58.3 billion as the group's market capitalization declined
by 49 percent to Rs 9.79 lakh crore over five months. Hindenburg Research, known for its
financial investigations, accused the Adani Group of potential misconduct spanning
decades, casting doubt on the group's valuation and practices. In response, the Adani
Group vehemently refuted the allegations, denouncing the report as "maliciously
mischievous" and "unresearched." The group indicated its intention to explore legal
recourse against the claims made in the report.

Despite a Supreme Court ruling in favor of the Adani Group, dismissing the need for
further investigation into its business dealings, the Securities and Exchange Board of India
(SEBI) continues to probe the conglomerate in the wake of market turmoil triggered by
the Hindenburg report.

This episode underscores the fragility of investor confidence and the potential enduring
implications for the Adani Group's stock performance and reputation, despite partial
recovery since the initial downturn.



Based on the Securities Exchange Board of India (SEBI) Research Analyst Regulations,
2014 (R.A. Regulations), any person intending to publish a research report or act as a
research analyst must first obtain registration from SEBI. Specifically, foreign entities
wishing to publish reports on securities listed on Indian stock exchanges must
collaborate with a SEBI-registered research analyst based in India.

The R.A. Regulations define a "research report" broadly as any written or electronic
communication that includes research analysis, recommendations, or opinions about
securities or public offers, intended to influence investment decisions.

Given that the stocks of Adani companies experienced a significant decline following the
publication of Hindenburg Research's report, it can reasonably be inferred that the
report served as a basis for investors' decisions. Since Hindenburg did not comply with
the requirement to partner with a SEBI-registered research analyst in India, it appears
that Hindenburg may have violated the R.A. Regulations.

This issue concerning SEBI's actions was challenged in a writ petition before the
Supreme Court. The petitioner alleged that the Adani Group manipulated its share prices
and failed to disclose transactions with related parties, thus violating SEBI regulations
and securities laws based on external reports.

The case involving Hindenburg Research's allegations against the Adani Group and the
subsequent actions by SEBI and the Supreme Court can be summarized as follows:

e Allegations and Regulatory Response: Hindenburg Research published a report
on January 24, 2023, alleging that the Adani Group manipulated its share prices and
violated SEBI regulations by not disclosing transactions with related parties. The
report also mentioned Hindenburg's short position in Adani Group through US-
traded bonds and non-Indian traded derivative instruments.



o Petitions and Supreme Court Intervention: Several writ petitions were filed under
Article 32 of the Constitution in February 2023, challenging SEBI's response to the
allegations against the Adani Group. Concerns were raised about the decline in investor
wealth and market volatility due to the report's impact.

e Supreme Court's Decision: The Supreme Court dismissed the writ petitions, upholding
SEBI's regulatory authority and its actions in response to the allegations. The Court
recognized SEBI as a specialized regulatory body entrusted with the duty of overseeing
the securities market. It acknowledged SEBI's efforts to strengthen market regulations and
protect investor interests.

e Directions to SEBI and Adani Group: Despite dismissing the petitions, the Supreme
Court directed SEBI to expedite its ongoing investigations into the Adani Group. It
mandated SEBI to take appropriate actions against any violations of securities laws within
three months. Additionally, the Adani Group was instructed to cooperate with SEBI's
investigations, comply with disclosure norms, and meet the minimum public shareholding
requirements.

e Continued Oversight: An expert committee was tasked to continue evaluating and
recommending measures to enhance the regulatory framework and governance
standards in the securities market.

In conclusion, while dismissing the petitions, the Supreme Court affirmed SEBI's role in
regulating the securities market and ensuring compliance with laws. It emphasized the
importance of protecting investor interests and maintaining market integrity through effective
regulatory oversight.

On November 24, 2023, during a court hearing, Mr. Prashant Bhushan, along with other
counsels representing the petitioners, presented their arguments. They pressed for two main
directives from the court:

e Formation of a Special Investigation Team (SIT): They requested the court to constitute an
SIT to oversee SEBI's investigation into the Adani Group. They proposed that all
investigations related to the allegations against the Adani Group should be court-
monitored to ensure transparency and impartiality.



e Revocation of SEBI Amendments: The petitioners also sought a direction to SEBI to revoke
certain amendments made to the SEBI (Foreign Portfolio Investments) Regulations, 2014,
and the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. These
amendments were presumably viewed by the petitioners as facilitating activities that were
detrimental to investor interests or market stability.

In response to the situation arising from the allegations against the Adani Group and the
subsequent market volatility, the Supreme Court had earlier formed the Justice Sapre
Committee in March 2023. The committee's mandate was to investigate potential regulatory
failures that might have contributed to investor losses. This move underscored the gravity of
the situation and aimed to ensure that regulatory lapses, if any, were thoroughly examined and
addressed.

The formation of the Justice Sapre Committee reflected the court's proactive approach to
understanding the issues raised by the allegations against the Adani Group and the broader
implications for market integrity and investor confidence.
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The Justice Sapre Committee was constituted by the Supreme Court on March 2 to
investigate the causes and potential regulatory failures contributing to investor losses in the
securities market following allegations made by Hindenburg Research against the Adani
Group.

Headed by former Supreme Court judge Justice A.M. Sapre, the six-member expert committee
included notable figures such as veteran bankers V. Kamath and O.P. Bhat, Infosys co-founder
Nandan Nilekani, retired Justice J.P. Devdhar, and advocate Somasekhar Sundaresan. The
committee's primary objective was to examine the accusations made by Hindenburg
Research, particularly regarding the manipulation of share prices and accounting fraud within
the Adani Group.

After conducting its investigation, the Justice Sapre Committee concluded that there was no
evidence of regulatory failure on the part of the Securities and Exchange Board of India (SEBI).
However, it did emphasize the importance of implementing effective enforcement policies to
maintain market integrity and protect investor interests. This acknowledgment underscored
the committee's role in addressing concerns raised by market volatility and ensuring robust
regulatory oversight in the future.

The case involving the Adani Group and American short-seller Hindenburg Research has
taken a significant turn with the Supreme Court (SC) of India delivering its verdict. The SC
bench, comprising Chief Justice DY Chandrachud, Justice JB Pardiwala, and Justice Manoj
Misra, gave the Adani Group a ‘clean chit’ on allegations of stock manipulation and accounting
fraud, upholding the findings of the Securities and Exchange Board of India (SEBI).

Citation: [Supreme Court Judgement]
(https://main.sci.gov.in/supremecourt/2023/5354/5354_2023 1.1501_49132_Judgement_03-
Jan-2024.pdf)

The court took note of the loss of investor wealth in the aftermath of the report by Hindenburg
Research and recognized the dire need to protect Indian investors from unanticipated market
volatility. The Court observed that SEBI is already engaged in the investigation into the Adani

group.



The SC's verdict has consequences for the Adani Group, SEBI, and the Indian market. For the
Adani Group, the verdict is a mixed bag. On the one hand, the group has managed to avoid a
more intrusive and politicized probe by a court-monitored or parliamentary committee, which
could have adversely affected its reputation and business interests. On the other hand, the
group still faces the risk of adverse findings and actions by SEBI, potentially leading to
monetary penalties, disgorgement of profits, debarment from the securities market, or even
cancellation of listing, depending on the nature and extent of any violations.

The verdict reaffirms the regulator’'s powers, responsibilities, and its autonomy and expertise in
dealing with complex and sensitive issues.

To address similar allegations more effectively, SEBI can consider several reforms. These
include establishing a specialized unit to handle complex and cross-border cases, enhancing
capabilities in areas like stock manipulation and beneficial ownership disclosure through
dedicated expertise and resources. Adopting a risk-based approach and leveraging data
analytics and artificial intelligence can help prioritize and detect instances of market abuse.
Streamlining investigation and enforcement processes, reducing procedural delays, ensuring
timely completion of inquiries, and imposing appropriate sanctions can expedite the resolution
of cases.



Potential Repercussions for Business Operations

The Adani Group's response to the Hindenburg Research report has been multi-faceted,
encompassing various strategic initiatives aimed at stabilizing its business operations and
restoring investor confidence. A thorough analysis of potential repercussions for business
operations includes:

Deleveraging Efforts: Adani's commitment to deleveraging is a critical aspect of its future
outlook. By reducing the net debt to EBITDA ratio to as low as 2.5, the group aims to
strengthen its financial position and alleviate refinancing concerns. However, this strategy
may entail trade-offs, such as halving capital spending and prepaying significant amounts of
debt, which could impact the group's ability to pursue infrastructure expansion and M&A
opportunities.
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The deleveraging efforts are expected to be a prolonged process, requiring careful
management of financial resources and strategic decision-making.

International Financial Engagements: The recent dollar bond offering, led by Adani
Green Energy Ltd., signifies the conglomerate's re-entry into the international financial
arena. This move not only demonstrates Adani's access to global capital markets but also
reflects its determination to transparently finance its renewable energy projects and address
debt obligations. The success of this bond offering could pave the way for future fundraising
activities crucial for the group's expansive project pipeline. Moreover, international financial
engagements present opportunities for diversification of funding sources and exposure to a
broader investor base, contributing to the group's resilience in the face of market volatility.

Investor Engagement: Adani's proactive engagement with investors through roadshows
and direct meetings is essential for rebuilding trust and addressing concerns. By personally
interacting with stakeholders in key financial hubs like Dubai, London, and New York, the
group aims to reassure investors of its financial position and long-term viability.

Shedding The Load
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Critical areas of focus during these engagements include promoter-level deleveraging,
refinancing plans, creditworthiness, and business viability. The success of these investor
engagement efforts depends on the clarity and transparency of communication, as well as
the ability to demonstrate tangible progress towards strategic objectives.

Operational Restructuring: Adani's decision to halt or scale back certain projects, coupled
with asset sales and acquisitions, reflects a strategic realignment of its business portfolio.
This shift towards consolidating existing operations and focusing on revenue generation
could enhance profitability and mitigate risks associated with overleveraging. However, it
remains to be seen how these operational changes will impact the group's long-term growth
trajectory and market positioning. Operational restructuring involves assessing the viability
and scalability of various business segments, streamlining operations for efficiency, and
identifying opportunities for organic and inorganic growth.

Regulatory Scrutiny: The Adani Group's response to regulatory measures, such as being
placed under the additional surveillance measure framework by the National Stock
Exchange, underscores its commitment to governance standards and market integrity.
Furthermore, the group's pursuit of legal action against Hindenburg Research highlights its
determination to defend its reputation and integrity amidst ongoing scrutiny. Regulatory
scrutiny poses both challenges and opportunities for the group, requiring compliance with
regulatory requirements while also leveraging regulatory frameworks to enhance
transparency and accountability. Effective regulatory engagement involves proactive
communication, collaboration with regulatory authorities, and adoption of best practices in
corporate governance.

The future trajectory of investor sentiment towards the Adani Group is contingent upon
several factors, including the effectiveness of its recovery efforts, regulatory outcomes, and
broader market dynamics. A comprehensive forecast for investor sentiment and market
perception includes:

Investor Confidence: Recent positive developments, such as the rebound in Adani Group's
stock prices and foreign investments, have instilled a degree of confidence among investors.
However, sustained trust will depend on the group's ability to deliver on its promises,
maintain transparency, and navigate regulatory challenges effectively. Investor confidence is
influenced by factors such as financial performance, strategic direction, governance
practices, and external market conditions.



Market Perception: The Adani Group's reputation and market perception have been
significantly impacted by the Hindenburg Research report and subsequent controversies.
While the conglomerate has vehemently denied allegations and emphasized its financial
performance, lingering doubts regarding governance, debt levels, and business practices may
continue to weigh on market sentiment. Market perception is shaped by a combination of
internal and external factors, including media coverage, analyst reports, industry dynamics,
and competitive positioning.
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ESG Considerations: Adani's adherence to Environmental, Social, and Governance (ESG)
principles will play a crucial role in shaping investor sentiment, particularly amidst growing
scrutiny of corporate sustainability practices. Clear communication and demonstrable
progress in ESG initiatives could bolster the group's credibility and attract socially responsible
investors. ESG considerations encompass a wide range of factors, including environmental
impact, social responsibility, corporate governance, and ethical business practices.

Global Implications: The Adani Group's recovery journey carries implications beyond
domestic markets, as international investors closely monitor its progress. Continued
engagement with global financial institutions, successful debt refinancing, and strategic
partnerships could enhance the group's global standing and signal broader market
confidence. Global implications involve assessing geopolitical risks, currency fluctuations,
regulatory differences, and market interdependencies to navigate international markets
effectively.

Risk Factors: Despite positive developments, risks such as regulatory scrutiny, geopolitical
uncertainties, and macroeconomic factors remain pertinent. Adani's ability to effectively
manage these risks, maintain financial discipline, and deliver on operational targets will be
crucial in shaping investor sentiment and market perception in the foreseeable future. Risk
factors encompass a broad spectrum of internal and external risks, including regulatory
compliance, geopolitical stability, economic volatility, technological disruption, and
competitive pressures.

While the Adani Group's turnaround efforts show promise, the road ahead remains
challenging. By prioritizing financial stability, transparency, and stakeholder engagement, the
conglomerate aims to rebuild trust and position itself for sustainable growth. However,
sustained investor confidence will depend on the group's ability to address lingering
concerns, uphold governance standards, and deliver on its strategic objectives amidst a
dynamic and evolving business landscape. Thorough risk assessment, effective
communication, and strategic execution will be essential in navigating the complexities of the
market and driving long-term value creation for stakeholders.



The Adani Group, a formidable conglomerate with a diverse business portfolio
spanning various sectors, has recently weathered the storm of allegations levied
against it by Hindenburg Research. Despite experiencing fluctuations in company
share prices in the wake of these allegations, the Adani Group has demonstrated
resilience, showcasing solid financial performance and promising growth
prospects across its operations.

While the clash with Hindenburg Research may have created uncertainty and
volatility in the market, it's essential to recognize that Adani's long-term trajectory
is influenced by a multitude of factors beyond short-term controversies. Market
analysts suggest that the company's strong fundamentals and strategic initiatives
position it favorably for sustained growth and continued attractiveness as an
investment opportunity.

For retail investors, navigating through the complexities of the Adani-Hindenburg
clash may seem daunting. However, it's crucial to maintain a focus on
fundamental analysis and long-term investment strategies. Despite the noise
surrounding allegations and legal battles, investors should evaluate the Adani
Group based on their individual metrics of fundamental strength and long-term
viability.

In the broader context, some market participants perceive the Adani Group as a
"too big to fail" entity, implying a level of resilience and stability that transcends
short-term challenges. While allegations and legal proceedings may cast
temporary shadows, investors are advised to maintain an independent and
unbiased approach, analyzing both fundamental factors and price action to make
informed investment decisions.



The Adani-Hindenburg saga serves as a testament to the intricacies of corporate governance,
market dynamics, and investor confidence in today's interconnected global landscape. As
stakeholders navigate through the complexities of this narrative, the enduring principles of
transparency, accountability, and resilience will shape the trajectory of both entities.
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