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Mike Disabato: 

There's been 238 ESG Now episodes on everything we can think of and when we're done with them, we 
have to move on. It's the nature of the audio format, but the stories are not set in time. They continue on 
and grow and change and insert high pollutant language here about life's movements. And not only that, 
but my colleagues that I speak to about these stories, they use them to inform their research even as I 
move on from them and they continue to watch them and they continue to grow with them. Sure. I thought 
for today, for episode 239, it would be good if we returned to some of the stories that we've spoken about 
already and see how they have developed since we last discussed them. There was the Adani Group that 
had a short sell report that questioned their company governance and led to a massive loss in market 
share. 

There's the United Auto Workers Strike and that continuation, the Inflation Reduction Act and where some 
of that money that's been promised has gone to already, what the EPA's methane rule has done for the 
gas industry in the US and the ExxonMobil board takeover by Engine No. 1. Now, it wasn't a takeover, it 
was just three seats on a 12 member board, but still it was a major win for an activist investor worried 
about carbon emissions at the time. So where is Exxon now in preparing for a climate changed future? So 
all these stories will be returned to on this episode of ESG Now, where we cover how the environment, our 
society, and corporate governance affects and are affected by our economy. I'm your host, Mike Disabato. 
Thank you for joining us. Stay tuned. 

The Adani Group was rising along with India's economy, but then in early 2023, a little known US short-
seller, perhaps aptly named Hindenburg, released a report that accused the group of some pretty 
damaging business practices. Adani said the report was bogus. The market reacted anyway and thus 
began Adani struggled to manage the downfall and the lost investor confidence most prominently seen in 
its stock price decline. So it's been some time since early 2023, these seven publicly traded companies 
that makes up Adani Group has worked to regroup. So how have they changed? I asked my governance 
specialist colleague Harlan Tufford to take me through it. 

Harlan Tufford: 

So one of the biggest concerns raised in the Hindenburg case was a Donny's choice of auditor. And the 
different entities in the Adani Group use different auditors. The largest Adani company, Adani Enterprises 
uses a firm called Shah Dhandharia. And this firm doesn't audit any other companies outside of the Adani 
Group in our ESG coverage universe. It's very small and Hindenburg raised concerns both about its 
appropriateness relative to the size of Adani and its independence given its likely dependence on fees 
from the Adani engagement. What's happened in the month since for Adani? Nothing. It's kept that auditor 
and it still appears to be Adani Enterprise's auditor as far as we can tell. Elsewhere in the Adani Group, 
we're actually seeing a trend toward smaller auditors than the company was using before the Hindenberg 
report. Deloitte in August resigned as auditor of Adani Ports & Special Economic Zone where it had been 
serving since '17. 
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It was replaced by a BDO affiliate outside of The Big Four. In the UK, Adani Energy Holdings Limited, 
which is a subsidiary of Adani Green Energy Limited, announced that it had switched from Crowe UK 
already one of the smaller UK auditors in our public company coverage universe to Ferguson Maidment 
and Company, a firm with four partners that audits no public companies in our coverage. And Deloitte also 
ceased to be auditor of Adani Transmission at its 2023 AGM and Deloitte was replaced by Walker 
Chandiok & Company, an Indian affiliate of Grant Thornton. So the takeaway is that across the Adani 
Group, we're actually seeing a move away from larger auditors and towards smaller auditors, which in 
itself is not necessarily a bad thing, but in the context of concerns about the appropriateness of these 
auditors and their capacity for an organization with a lot of very complicated related party transactions, it 
does raise some questions I think for investors. 

Mike Disabato: 

Harlan Tufford discussing how Adani has adapted to its short-seller report, accusing it in part of not 
having a quality audit system in place. We move now to a story on the United Auto Workers continued 
strikes at the big three automakers in the US, General Motors, Ford and Stellantis, the parent company of 
Chrysler. Now I know it's only been a month since we covered the story, so it must be fresh in your mind 
oh, kind listener. But a strike is a fast moving event and changes happen quickly. So I decided we better 
check up on the beleaguered auto industry in the US by calling up our auto specialist, Yu Ishihara, and 
getting him to tell us about how the strike is proceeding. 

Yu Ishihara: 

So it's been just over a month since the UAW launched their strike against Detroit Three, and obviously 
since it's still ongoing, we're yet to see a full resolution. And so you can imagine this has been a pretty 
taxing environment for the Detroit Three automakers who've all seen more production plants and even 
service parts and distribution centers being shut down due to striking workers. And the ripple effect of 
that is also now layoffs not only at the Detroit Three, which have each laid off hundreds of workers, but 
with idle plants, the effects are also being felt throughout the supply chain as well. So you can imagine 
the stakes and costs from both sides continue to mount, and at times the rhetoric has seemingly got quite 
ugly from both sides. But nevertheless, both sides appear to have presented different versions of contract 
offers with the OEMs seeding things like wage increases to the tune of 20% or more and potentially other 
concessions that the UAW were asking for according to the media. 

But as we spoke about last time, this whole situation isn't just about wages and benefits and working 
conditions, it's really about the just transition for UAW workers in the electric vehicle era. And so to that 
end, the sticking point in the negotiations has always been union influence over the many EV battery 
plants that are now being built by the Detroit Three. Actually, there have been some recent developments 
where the UAW announced that GM had actually agreed to let the union organize its battery plants. So this 
is arguably a huge win for the UAW, which could potentially secure outlets for displaced combustion 
engine factory workers into these battery plants in the future. But at the same time, unionized workers at 
battery facilities could potentially mean higher cost structures for the OEMs, which ultimately either be 
passed on to the consumers making EVs built with union made batteries potentially more expensive. 

They could just eat into the margins of the automakers themselves. So this is also why despite GM 
supposedly making these concessions, Ford seems to be holding a pretty hard stance against allowing 
unions into the battery plants. And it's important to bear in mind most of the competition, including 
foreign automakers and even Tesla are mostly non-union. And while I certainly understand why a just 
transition is honorable demand from the UAW perspective, operating multi-billion dollar battery plants 
with a structural cost benefits advantage is a tough bill to swallow for the Detroit Three who are looking to 
make the green transition whilst continuing to be competitive. 
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Mike Disabato: 

Yu Ishihara on the striking auto workers and the big three auto companies in the US. One of the main 
issues the UAW was dealing with was the auto industry's transition to the electric vehicle. A transition 
pushed along by provisions that support the transition to EVs and the Inflation Reduction Act of the IRA. 
We covered the tenants of the IRA back in August 2022 when it was passed by the US Senate and at the 
time it was promised to usher in a new era of US investment and low carbon infrastructure. We quoted the 
people at Princeton's Zero lab to defend this who said that the IRA could drive nearly 3.5 trillion US dollars 
in cumulative capital investments into the new American supply infrastructure over the next decade. So 
it's been a year of that decade and it's time to see if the sort of money and propositions pose in the IRA 
have materialized in any way. So Matthew Lee, one of our sector experts, I called him up and he told me 
about where we are with the promises made in the IRA. 

Matthew Lee: 

So one year in, there's not a lot of raw spending numbers yet simply because this has been a ramp up 
period of guidance being clarified and the various agencies that are getting IRA funding releasing more 
details about how they will disperse their funding. I think it's helpful to take a step back to see how it fits 
in the bigger picture of the US' industrial policy ambitions around clean energy. Don't forget, the IRA is 
actually the third in a series of legislation, so the Bipartisan Infrastructure Bill and the CHIPS Act are 
already touching on the same topic. And so what we see here is how the IRA works in concert with some 
of these other bills. For example, the Department of Energy has just released its first slate of hydrogen 
hubs that it's rewarded. So funding to develop new clean hydrogen areas and demonstration projects. 

The grants are for constructing and building up the infrastructure for some of these hubs. But the IRA, the 
tax credits of per unit of hydrogen generated factor heavily into the project economics and attract 
companies and investors alike to submit proposals and have more buy-in into this clean hydrogen 
infrastructure they want to build in the US. In the longer term, the power sector is looking quite different 
in 2035 as a result of the IRA, we're looking at potentially two thirds to almost 87% of all power generation 
in the US by 2035 being from low or no carbon sources, and that's up from around 40% today what it's at. 

So that's a pretty significant increase that we expect to see facilitated by the IRA, but in the short term, 
there are some pretty significant headwinds that do need to be overcome. We've already seen supply 
chain costs and high rates of inflation lead to delayed wind projects or even canceled wind projects, large 
offshore wind bids in the US as well as continued stress on the grid in terms of slower than expected 
transmission distribution build out and permitting issues may prevent in the short term deployment from 
happening as quickly as people want to see it. 

Mike Disabato: 

Matthew Lee from our energy sector team talking about the IRA. And what is interesting about the IRA is 
it is sort of an umbrella regulation at this point where it covers almost all carbon emissions regulations in 
the US in its shadow. For example, in late 2022, we talked about this US EPA rule that aimed at plugging 
persistent methane emissions, methane being a greenhouse gas that is 25 times more potent than carbon 
dioxide at trapping heat in the atmosphere. And there are methane leaks all over the world, which is a 
huge problem for our emissions reduction plans. So the IRA introduced a further push for the EPA 
methane regulation by imposing a methane penalty fee on oil and gas companies whenever leaks were 
found. So where are those rules and regulations now, both EPAs and the IRAs? I turned to my colleague 
Chris Cote, so he could answer that very question for me. 

Chris Cote: 
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So like with many other things in climate change action in the United States, the Inflation Reduction Act is 
what happened. I think we're going to see next year, 2024, I think finally be the year where we can point to 
companies taking strong action on methane in the US at least and maybe globally. In the US it's pretty 
simple. The government has started to price in the cost of methane for these companies. The Inflation 
Reduction Act has put a price on methane. If you convert it not to methane, but to its CO2 equivalent, this 
is going to start out at $36 a ton. So there's basically a carbon price on methane starting next year for oil 
and gas producers, and that's going to gradually escalate up to $60 a ton by 2026. So companies now 
have a really obvious incentive to reduce their methane emissions, which as we discussed last time isn't 
really that big of a cost for them anyway. 

And in addition, the government's also providing financial incentives, carrots not just sticks, where there's 
a pool of money for helping you with your methane reporting, installing and upgrading equipment as well. 
So the government's making it easier for these companies to change their practices. And then there's also 
a global story here. So I think we've been watching for the last couple of years, the development of what 
was originally this EU focused initiative called the Oil and Gas Methane Partnership 2.0. That's now 
expanded. There's over a hundred companies involved in it and a bunch of NGOs helping to run it, EDF and 
others. And it comes with an intensity pledge for companies to reduce their methane emissions and also 
helps provide a lot of technical guidance and the kind of things like that. I think the momentum that's 
been behind the oil and gas methane partnership is flowing into COP 28 this year in the UAE. 

So in the United Arab Emirates, we're going to see oil and gas companies pledge to take action. And I 
think underlying that is the groundwork we've been following over the last two years, having companies 
understand better what their options are. The more and more companies we talk to are already getting 
drones out into the field. They're increasing their continuous monitoring practices. The big companies are 
taking this seriously, and I think what the sticks from the Inflation Reduction Act, the EPA and others are 
going to have follow on, is to get those laggards to really come into line and take this seriously as well. 

Mike Disabato: 

Chris Cote, who was on our energy team talking about methane regulations. Back in May 2021, a strange 
bedfellow came into the fold at ExxonMobil. It was a little known activist hedge fund investor called 
Engine No. 1. Now, Engine No. 1 won a proxy battle with Exxon after it received big institutional backing in 
its request that Exxon diversified away from fossil fuels and reduced its carbon emissions. That's what it 
ran on at this proxy vote. And so Engine No. 1 got three board seats on Exxon's board because of its 
victory. And the talk at the time was that Exxon might change how it invested in fossil fuels due to these 
new board members' influence because these board members wanted to transition Exxon away from 
fossil fuels and lower its emissions. We talked about it when it happened and it's been two years in 
change. So where are we now with Exxon? I called up my colleague who covers the energy sector for us, 
Antonios Panagiotopoulos, and put the question to him as Exxon moved away from fossil fuels and thus 
lowered their carbon emissions. 

Antonios Panagiotopoulos: 

I think at least on paper, the opposite. At least we haven't seen much of a change in the direction of 
Exxon. Actually in the last week, we've had the announcement that they will probably... they entered an 
agreement to buy Pioneer Natural Resources. Pioneer Natural Resources is a company that is operating 
in the Permian Basin. The two companies will have an estimated 16 billion barrels of oil equivalent 
resources in the Permian Basin, and that should more than double the production of action to around 1.3 
million barrels per day. So it is quite an important acquisition. 

Having said that, also we need to add another acquisition from Exxon that was announced earlier in the 
summer of Denbury Resources. Denbury Resources is a company that essentially is an experienced 
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developer of carbon capture and storage solutions and enhanced oil recovery. So there is a possibility 
that all this kind of signifies Exxon's one goal to be probably the biggest oil producer definitely in the US, 
the biggest developer of shale oil and gas in the Permian, but also with that scale, potentially develop 
certain carbon capture and storage solutions. 

Mike Disabato: 

Antonios Panagiotopoulos talking about where Exxon has been since losing board seats to an activist 
investor that has added climate concern. I'll just make an ending statement there on that story from 
Antonios. It's interesting because Exxon seems to at least be investing in the carbon capture side that 
they sort of implicitly promised to move toward with this appointment with the board members that had 
climate concerns. So again, this is a story that we're going to have to watch. We're going to see how Exxon 
has to move, but it's sort of like it's trying to have its cake and eat it too. There's a contradiction there. 

So these stories are complex. They have a lot of moving parts. We'll try to return to them as much as 
possible. But I appreciate you walking down some nostalgia and learning some new things with me today. 
Thanks for listening. I wanted to thank my colleagues, Harlan, Antonios, Matthew, and Chris for talking to 
me about the news with an ESG twist. I wanted to thank you so much for listening. If you liked what you 
heard, don't forget to rate and review us. That really helps. And if you want to hear myself or any of the 
other wonderful ESG Now podcasts in your earballs every week, then subscribe. Thanks again and talk to 
you soon. 

Speaker 7: 

The MSCI ESG Research Podcast is provided by MSCI Inc. Subsidiary, MSCI ESG Research LLC, a 
registered investment Aadvisor and the Investment Advisors Act of 1940. And this recording and data 
mentioned herein has not been submitted to nor received approval from the United States Securities and 
Exchange Commission or any other regulatory body. The analysis discussed should not be taken as an 
indication or guarantee of any future performance analysis, forecast, or prediction. Information contained 
in this recording is not for reproduction in whole or in part without prior written permission from MSCI 
ESG Research. None of the discussion or analysis put forth in this recording constitutes an offer to buy or 
sell or promotional recommendation of any security, financial instrument, or product or trading strategy. 
Further, none of the information is intended to constitute investment advice or recommendation to make 
or refrain from making any kind of investment decision and may not be relied on as such. The information 
provided here is as is and the use of the information assumes the entire risk of any use it may make or 
permit to be made of the information. 

Thank you. 
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About MSCI  

MSCI is a leading provider of critical decision support tools and services for the global investment community. 
With over 50 years of expertise in research, data and technology, we power better investment decisions by 
enabling clients to understand and analyze key drivers of risk and return and confidently build more effective 
portfolios. We create industry-leading research-enhanced solutions that clients use to gain insight into and 
improve transparency across the investment process. To learn more, please visit www.msci.com. 

 

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries 
(collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) 
and is provided for informational purposes only.  The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part without prior written permission 
from MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.  

 

The Information may not be used to create derivative works or to verify or correct other data or information.   For example (but without limitation), the Information may not be used to create 
indexes, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other 
investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.    

 

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information.  NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR 
IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT 
PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES 
OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE 
INFORMATION.  

 

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information 
for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or 
limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent that such injury results 
from the negligence or willful default of itself, its servants, agents or sub-contractors.    

 

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.  Past 
performance does not guarantee future results.    

 

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment 
and other business decisions.  All Information is impersonal and not tailored to the needs of any person, entity or group of persons.  

 

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.   

 

It is not possible to invest directly in an index.  Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable 
instruments (if any) based on that index.   MSCI does not issue, sponsor, endorse, market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, 
investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCI index (collectively, “Index Linked 
Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns.  MSCI Inc. is not an investment 
adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.  

 

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. The calculation of 
indexes and index returns may deviate from the stated methodology. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities 
underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index 
performance.  

 

The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested 
performance results and actual results subsequently achieved by any investment strategy.    

 

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, 
constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI.  Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, 
or hold such security, nor is it considered to be investment advice.  

 

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes.  More information can 
be found in the relevant index methodologies on www.msci.com.   

 

MSCI receives compensation in connection with licensing its indexes to third parties.  MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be 
found in MSCI Inc.’s company filings on the Investor Relations section of msci.com.  

 

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.  Neither MSCI nor any of its products or services 
recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI’s products or services 
are not a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products or services from MSCI ESG 
Research may constitute investment advice. MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received 
approval from, the United States Securities and Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, research and data are produced by MSCI ESG Research 
LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information from MSCI ESG Research LLC. MSCI Indexes are administered 
by MSCI Limited (UK).  

 

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or MSCI Inc. (collectively, “MSCI”) and that 
these relationships create potential conflicts of interest.  In some cases, the issuers or their affiliates purchase research or other products or services from one or more MSCI affiliates. In 
other cases, MSCI ESG Research rates financial products such as mutual funds or ETFs that are managed by MSCI’s clients or their affiliates, or are based on MSCI Inc. Indexes. In addition, 
constituents in MSCI Inc. equity indexes include companies that subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they 
manage. MSCI ESG Research has taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its research and ratings. More information 
about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/summary/169222.    
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Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the trademarks, 
service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other jurisdictions.  The Global Industry Classification Standard (GICS) was developed by and is 
the exclusive property of MSCI and S&P Global Market Intelligence.  “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global Market Intelligence.  

 

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal on its own account, provide 
execution services for others or manage client accounts. No MSCI ESG Research product or service supports, promotes or is intended to support or promote any such activity. MSCI ESG 
Research is an independent provider of ESG data.   

 

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge. 


