
MANAGEMENT DISCUSSION & ANALYSIS

HIGHLIGHTS  OF  THE  PERFORMANCE  /  EVENTS

! Change of name to ACC Limited with effect from September 1, 2006.
! Production and sale of cement touched an all-time high of 18.73 million tonnes and 18.86 million tonnes 

respectively during the year 2006, growth of 10 % and 8 % respectively as compared to the corresponding 
previous period.

! Total group income for the year 2006 at Rs 5976 crore, up 28 % over the corresponding previous period.
! Profit before Exceptional Items and Tax for the year ended December 31, 2006 for the group was Rs 1464 crore 

as against Rs 435 crore in the nine months period ended December 31, 2005.
! Profit after Tax for the year ended December 31, 2006 for the group was Rs 1240 crore as against Rs 514 crore in 

the nine months period  ended December 31, 2005.
! Augmentation of cement grinding capacities at Tikaria, Kymore, Wadi, Sindri and Madukkarai.
! Modernization and expansion projects at Lakheri and Bargarh.
! Project for additional capacity at New Wadi in Karnataka.
! Captive power generating capacities being added at Lakheri, Kymore, Bargarh and Wadi.
! Increased focus on Ready Mix Concrete business – major growth plans finalized.
! Technical Support Services centre to achieve technical excellence in plant operations and project management.
! New thrust on Sustainable Development – dedicated teams to oversee Alternate Fuels and Raw Materials, 

Occupational Health & Safety and Corporate Social Responsibility.
! ACC pledges support to the national effort against HIV/AIDS.
! Synergies with Holcim further strengthened during the year.

INDIAN  ECONOMY  AND  BUSINESS  OPPORTUNITIES
The Indian economy is experiencing a major turnaround in recent times. India is the fastest growing economy 
fuelled by a strong GDP growth led by resounding performance in manufacturing and service sectors. The 
performance on the overall export front is also creditable. The Indian Rupee has proved to be a strong reliable 
currency on account of improved FDI inflow and healthy foreign exchange reserves. During the year the Indian 
capital market did well, in concert with global markets. All these trends are an indicator that the Indian economy is 
finding an important place in the global context.

CEMENT  INDUSTRY  OUTLOOK  AND  OPPORTUNITIES
India is the second largest producer of cement in the world. The cement industry witnessed a significant growth of 
11.3 percent in calendar year 2006 against 9.4 percent in 2005. During the year, most cement companies operated 
at high capacity utilization levels to meet increasing demand. While the pricing environment was favourable 
during the year, there were significant increases in costs particularly in energy, transportation and other inputs. 
The year was a commendable one considering the massive increase in the production of blended cement, 
especially fly ash based. With rapidly growing housing, infrastructure and real estate sectors and the ambitious 
plans for developing Special Economic Zones, the cement industry is expected to enjoy double-digit growth. 

RISKS  AND  CONCERNS
While the headlines in our business dailies about the state of the economy are undoubtedly encouraging, there 
could be some worrying signs on the horizon. Our infrastructure is bursting at the seams. Inflation is rising and the 
trend may  continue.

The availability of basic raw materials and fossil fuels may become scarce and pose a challenge to the cement 
industry, although there is a widespread awareness about the need to identify and utilize alternate fuels and raw 
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materials. India is the third largest producer of coal but the increasing needs of the power, steel and cement 
industries poses a question about ensuring adequate availability for future needs. This calls upon the Government 
to speedily usher in privatization of coal mining and opening coal sector for Captive Coal Mining by major 
consumer sectors. 

The cement industry depends heavily on transport infrastructure for its raw material, fuel and finished products.  
The pressure on availability of road transportation may continue due to restrictions on carrying capacity.  Similarly 
the expansion of railway wagon fleet may not keep pace with the requirements of the industry.  Both these factors 
combined with the prices of diesel and fuel may continue to influence transportation costs.  

The export of cement is likely to diminish in the future due to overcapacity coming up in the Gulf countries. This 
might affect the domestic demand-supply scenario. 

There are also possibilities that cement majors from countries like China, might be tempted to make forays into the 
more lucrative and accessible markets of India. 

CEMENT BUSINESS – PERFORMANCE AT A GLANCE

Year 2006 Period 1-1-05 Change
(January-December) to 31-12-05 %

Production-Million Tonnes           18.73                 17.03        10

Sales volume-Million Tonnes *           18.86                 17.50          8 

Sales value - Rs crore **       5405.35             3792.69                   43

EBITDA %           32 %                  19 % 

Return on Capital Employed - %           47 %                  17 %

* Cement sales volume includes sale to RMX etc.

** Sales value as per cement segment / activity (includes  trading)

Return on capital employed = PBIT / Capital employed excluding  capital work in progress

Operational Performance Year 2006 Year 2005 (April-December)
(January-December) (nine months)

Capacity utilization - % 95 93

Blended cement - % 87 82

Fuel consumption (Kcal/Kg of clinker) 736 745

Power consumption (Process) Kwh/T 88 88 

Man hours per tonne of cement 1.36 1.45

READY MIX CONCRETE (RMX) BUSINESS

Production and sales of RMX stood at 1.19 million cubic metres which was 18%  higher than that in the 
corresponding period of the previous year. Sales value stood at Rs.299.84 crore which is 36% higher than that in the 
corresponding previous period.  

The Company has 19 modern RMX plants strategically located in the  markets of Mumbai, Bangalore, Kolkata,  
National Capital Region, Chennai, Goa and Hyderabad. Since the RMX market holds strong prospects, the Company 
has embarked upon an ambitious plan to grow this business further. Tarmac (India) Limited with 2 RMX plants 
acquired in 2005, has been merged with the Company during the year.  
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REVIEW  OF  OPERATIONS, COSTS  AND  PROFITABILITY

The Company retained its overall leadership position in the cement industry with a countrywide presence. A new 
regional organization structure was adopted to make the Company more customer focused and responsive to 
changes in the external environment. The new structure is expected to focus on growth and profitability. 

The Company has improved its performance during the year and posted commendable financial results. This was 
facilitated by improved sales volumes, better product mix, improved sales realization along with better efficiencies 
and cost reduction initiatives.   End to end logistics have been carried out to achieve significant savings.

MARKETING

The marketing strategies remained customer focused. The level of services provided to customers increased 
appreciably with a host of new service initiatives aimed at the individual homebuilder comprising a significant 
segment of customers. Effective channel management initiatives helped ensure a motivated sales network and 
sales force. 

Fifteen ACC Help Centres have been set up to assist homebuilders. A website www.askacc.com has been developed 
to give homebuilding tips to individual homebuilders. Mobile touring vans visit construction sites to provide 
cement and concrete related guidance and certain specialized services to end users.

Exhaustive market surveys have been carried out at various levels to get useful feedback and consumer insights. A 
brand equity study by a reputed international agency indicated ACC as a most recommended cement brand in 
India, with a strong Brand Equity ahead of others in the Industry. Special emphasis is being laid on maintenance 
and further improvement in the brand equity.

FUTURE PLANS

Cement Business: The Company has developed comprehensive expansion plans to meet the requirements of its 
agenda for growth, with a view to retain its leadership position in the industry. 

The project for augmentation of clinkering and cement grinding in Gagal was completed in 2006 after which the 
capacity at Gagal increased to 4.4 MTPA.

The expansion and modernization of Lakheri Cement Works along with the installation of a new 25 MW Captive 
Power Plant is scheduled for commissioning in the first quarter of 2007. This project will add 0.50 MTPA of clinker 
and 0.90 MTPA of cement capacity. Other major projects in hand expected to be completed in 2007 include 
grinding augmentation at Tikaria, Kymore, Wadi and Sindri. The total cement capacity of the Company will increase 
to about 23.10 MTPA by the end of the year 2007 after these projects are completed.

At Madukkarai a project for augmentation of cement grinding capacity by 0.22 MTPA is scheduled to be on stream 
in 2008. Also in 2008 the Company expects to complete an expansion project at its Bargarh Cement Works in 
Orissa, the capacity of which is being expanded to 2.14 MTPA together with the establishment of a 30 MW Captive 
Power Plant at a total cost of Rs. 537 crore.

A capital outlay of Rs. 1487 crore has been approved to increase the clinkering capacity at the New Wadi Works with 
additional cement grinding facilities in Karnataka and a Captive Power Plant of 50 MW capacity. The expansion 
would enhance the cement capacity by 3 MTPA in the State. The project is likely to go on stream in 2009.

Ready Mix Concrete Business has been identified as an area of strategic priority. The Company foresees substantial 
scope for growth of this business in India and has accordingly finalised plans to expand RMX business in major 
cities including Tier 1 and Tier 2 cities. 

OVERSEAS  BUSINESS

The contract with Yanbu Cement Company, Saudi Arabia for the management and operation of their cement plant 
at Yanbu in the Kingdom of Saudi Arabia has now entered its twenty-eighth successful year. 
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Another prestigious contract with the Dangote group of Nigeria also progressed satisfactorily. The Company has 
been providing assistance to the Dangote Group for establishing 2 new cement lines of 7000 tpd capacity at 
Obajana and expansion and modernization of 2 lines from 1500 tpd to 4000 tpd each at Benue. The Company has 
signed an agreement to provide operations and management support to this Group for both the plants. 

During the year, the Company entered into a contract with Mugher Cement Enterprises, of Government of 
Ethiopia, for project consultancy for a 3000 tpd brownfield clinkering line and a greenfield 1.4 million tonnes per 
annum grinding and packing plant  at Tatek near Addis Ababa.

The Company also signed a contract with IHI, Japan for providing assistance in plant commissioning at Qassim 
Cement Plant in Saudi Arabia and Amran Cement Plant in Yemen and back office engineering support to  
brownfield expansion for a cement plant in Vietnam.

TECHNICAL  SUPPORT  SERVICES  (TSS)

An exclusive centre has been dedicated at Thane  to pursue technical excellence and provide  expertise and 
support to the Company's cement plants. It will help secure long-term access to key plant resources, such as raw 
materials, energy and fuels and in evaluating and characterizing them. 

TSS has a vital responsibility to support improvements in functions of maintenance, process technology, product 
optimization, quality assurance, energy sourcing and operations of cement and captive power plants. The Centre 
will help drive ACC's future growth plans through capital expenditure planning, project implementation and 
management. 

ALTERNATE  FUELS  &  RAW  MATERIALS  (AFR)

A dedicated team has been created to promote the use of AFR. This activity was seen as critical in practising 
sustainable development as a means of safeguarding the environment and to enable the Company to act as a 
partner to society in offering practical waste management solutions.

The Company has drawn from the expertise of the Holcim Group which has considerable experience in this field. 
The activities undertaken to promote co-processing waste materials in cement kilns, dryers and captive power 
plants and setting up of three laboratories for testing AFR materials is progressing well.  

Several plants have taken up Jatropha and Castor tree plantations as part of the ongoing AFR programme. This 
activity requires close co-operation with central and state pollution control boards, regulatory bodies and other 
expert agencies. 

ALIGNMENT  AND  SYNERGIES  WITH  HOLCIM

The Company continued to interact closely with the Holcim Group to create mutual synergies and imbibe valuable 
expertise and knowledge wherever possible. Of these, the most critical initiative has been in the area of 
Information Technology. The Company's Project “CONNECT India” for implementation of SAP will provide vital 
connectivity across key business functions between all business establishments of the Company. 

In yet another initiative, the Company undertook an assignment on plant to market benchmarking which involved 
a close examination of delivered costs of cement to all micro-markets served by the Company's network with a 
view to optimizing the short and long term supply patterns to these markets and developing strategies for future 
linkages. Among other initiatives taken up were AFR, product portfolio management and end to end logistics, with 
considerable inputs from Holcim.  Most of these studies have been completed and the benefits are being accrued 
in our operations.  

CONNECT  INDIA

The Company implemented an ERP system that has standardized business processes to run on SAP software. 
Called “CONNECT India” the system is based on a template that caters to Cement, Ready Mix Concrete businesses 
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and AFR processes of the Company. All operations, locations and transactions become fully integrated in a manner 
that is on-line with updated data and information. The new system will greatly enhance the Company's capability 
to capture and process a comprehensive range of data to be used for decision-making and day-to-day operations 
while automating some processes which were not part of the earlier IT system. Project “CONNECT India” integrates 
good governance practices into the business processes through the use of IT tools and software components. It 
incorporates tighter controls through well-defined authorization profiles and rigid systems. The new features 
serve as triggers to usher in better work habits and practices. 

PERFORMANCE  OF  SUBSIDIARY  COMPANIES

Bulk Cement Corporation of India (BCCI): BCCI plant located at Kalamboli near Mumbai, handled 7.16 lakh tonnes 
of bulk cement during the year as compared to 7.44 lakh tonnes in the corresponding previous period. The capacity 
utilization during the year was 142% as compared to 147% in the corresponding previous period . BCCI reported a 
net profit of Rs 2.69 crore during the year, as compared to the net profit of Rs 2.51 crore reported during the nine 
months period ended December 31, 2005.

ACC Machinery Company Limited (AMCL):  This Company continued to perform well in 2006. Sales turnover in 
2006 was Rs 48.25 crore, as compared to Rs 34.77 crore during the nine months period ended December 31, 2005.  
Net profit during the year was Rs 8.49 crore as against Rs 6.82 crore in the nine months period April to December 
2005. With a comfortable order position, the outlook for this company continues to be good.

ACC Nihon Castings Limited (ANCL): ANCL reported sale and other income of Rs 43.86 crore during the year as 
compared to Rs 33.40 crore in the nine months period ended December 31, 2005 . ANCL has reported a net loss of Rs 
2.54 crore during the year 2006 as compared to a net profit of Rs 0.98 crore in the nine months period ended 
December 31, 2005. ANCL is expected to reverse this trend in 2007 and achieve positive bottom line through 
improved exports.

Tarmac (India) Limited, which had two Ready Mix Concrete plants near Mumbai, was merged with the Company 
with effect from January 1, 2006 after completion of requisite formalities.

SUSTAINABLE  DEVELOPMENT

During the year, the Company reinforced its commitment to sustainable development and its belief in the Triple 
bottom line approach comprising the achievement of three interdependent and mutually reinforcing goals of 
economic development, social development and environmental protection. While the Company has 
demonstrated a good track record in the areas of community development and environment protection, special 
thrust has now been given to achieve the goals of sustainable development by the formation of teams to 
coordinate and oversee new initiatives in the areas of Corporate Social Responsibility, Alternate Fuels and Raw 
Materials and Occupational Health & Safety. Some initiatives taken in this respect during the last year include the 
launch of waste management services, the introduction of a new safety culture, community needs assessment 
studies and a corporate strategy to support the national effort against HIV/AIDS. 

CORPORATE  SOCIAL  RESPONSIBILITY  (CSR)

The Company continued to demonstrate good corporate citizenship. As part of its policy for corporate social 
responsibility, the Company undertakes a range of activities to improve living conditions of people living in the 
neighbourhood  of all our plants. This includes education, healthcare, vocational guidance and rural development. 
A separate cell was created at the corporate office to coordinate CSR activities across all units of the Company. 

In a new initiative, the Company decided to conduct detailed research to assess the basic needs of the communities 
living adjoining to its cement plants which will help us in updating our CSR plans. Two such studies have been 
completed during the year with the help of external agencies of repute and the findings are being examined.

The Bombay Chamber of Commerce and Industry adjudged the Company as winner of their Good Corporate 
Citizen Award 2005-06.
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SUPPORT  TO NATIONAL  EFFORT  AGAINST  HIV  /  AIDS 

The Company decided to step forward to participate in the national effort to combat the HIV/AIDS virus that is 
recognized as one of the most important public health issues in India.   The Company announced a new Workplace 
policy for HIV/AIDS that protects the fundamental human rights of employees while ensuring that any affected 
persons get proper care and treatment.

The Company became the first Indian corporate house to set up an Anti Retroviral Treatment (ART) Centre for 
treatment of people affected by HIV/AIDS.   Located at Wadi, this ART centre  caters to the general public. It has  
trained medical and support personnel and is fully equipped with machines and medical equipment as prescribed 
by guidelines of the National AIDS Control Organisation (NACO). It has a state-of-the art CD4/ CD8 cell counting 
machine making it the only center in the region with such a machine. Voluntary counselling and testing service is 
also provided. 

The Company has also signed a memorandum of understanding with Christian Medical College, Vellore to partner 
with them to combat the HIV/AIDS virus. As part of this agreement, the Company plans to establish an ART centre 
jointly with CMC in Tamil Nadu which has the highest prevalence.   These programmes are being implemented in 
close consultation with the Government of India and the Confederation of Indian Industry (CII).

OCCUPATIONAL  HEALTH  &  SAFETY  (OH&S)

Occupational Health and Safety was accorded renewed focus during the year with significant learnings from the 
Holcim group. An Apex OH & S Committee has been constituted, headed by the Managing Director which monitors 
proper implementation of the Company's OH & S policies at each of its establishments. The newly stated policy for 
OH&S has been widely publicized. 

Safety Audits are being conducted by the National Safety Council based on 5 Star Auditing System of British Safety 
Council. The Safety Management Systems are constantly being improved and upgraded to eliminate any 
possibilities of accidents. The work places are well-equipped with medical facilities and  qualified doctors are made 
available in case of emergency. Mechanisms for monitoring activities related to health, hygiene and safety have 
been set up at every plant. 

HUMAN  RESOURCES

The Company has a strength of 9231 permanent employees. The Company and its management value the 
dedication of its employees and acknowledge their contribution in attaining short-term and long-term goals of the 
Company. The Company has been encouraging employees by providing a better working environment and other 
additional benefits.

The Corporate Human Resources Department is committed to improve employee satisfaction. Regular surveys  are 
carried out by experts to identify the key areas of concern and measures are taken accordingly.

Training plays a significant role to elevate the efficiency and the productivity of  employees. During the year, a large 
number of employees participated in various training and development programmes organized by the Holcim 
group and reported positive feedback. Employees are encouraged to use innovative techniques and develop new 
methods for functioning effectively at the workplace.

INTERNAL  CONTROL  SYSTEMS  AND  THEIR  ADEQUACY

The department of Management Audit, headed by Chief Internal Auditor and a team of highly qualified auditors 
and engineers, functions independently to ensure smooth functioning of the Organization. The Department 
closely monitors and evaluates the efficacy and adequacy of internal control systems, their compliance with 
operating systems and accounting procedures and policies as well as operational audit at the Company's various 
plants, offices, business units and subsidiaries. The Department also reviews the quarterly and annual financial 
performances. The Department is authorized to make suggestions on various business aspects like operations, 
finance and risk management. The Department of Management Audit has been accredited with the ISO 
9001:2000 Quality Systems Procedures Certification.
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Highlights of Financial Performance 

Consolidated Standalone
2006 April- 2006 April-

Dec 05 Dec 05
Rs crore Rs crore Rs crore Rs crore

1. Sale of product and services (net of excise duty ) 5851.24 3380.75 5803.48 3220.70
2. Other Income  123.65 91.73 132.88 97.92
3. Share of earnings of associate 0.90 1.20
4. Total Income  5975.79 3473.68 5936.36 3318.62
5. Manufacturing and other expenses 4195.86 2796.86 4180.26 2685.03
6. Earnings before Interest, Depreciation,  

Exceptional Items and Tax  (EBIDT) 1779.93 676.82 1756.10  633.59
7. EBIDT   Margin 30% 19% 30% 19%
8. Interest 54.37 65.97 52.03   63.76
9. Gross Profit after Interest but before Depreciation, 

Exceptional items  & Tax 1725.56 610.85 1704.07 569.83
10. Gross Profit after Interest but before Depreciation, 

Exceptional items  & Tax (Ratio) 29% 18%           29% 17%
11. Depreciation 260.95 171.71 254.25 164.37
12. Minority Interest (0.83) (4.13) - -
13. Profit/(Loss) before Exceptional items & Tax 1463.78 435.01 1449.82 405.46
14. Exceptional items: 

Profit on sale of investment in erstwhile subsidiary 8.27 69.00 8.27 110.26
Profit on sale of undertaking 16.31 174.05 16.31 174.05
Write back of Provision for contingencies 0.50 1.44 0.50 7.50
Provision for employee benefits - Prior period - (13.15) - (13.15)
Profit on sale of land 144.60 - 144.60 -

15. Profit /(Loss) after Exceptional items & before Tax 1633.46 666.35 1619.50 684.12
16. Profit from continuing operation before taxation 1633.46 643.60 1619.50 661.37
17. Provision for current tax (373.11) (63.85) (368.12) (51.95)
18. Provision for deferred  tax 4.05 (74.80) 5.17 (74.33)
19 Prior period tax expense (18.86) - (18.86) -
20. Provision for fringe benefit tax (5.94) (6.31) (5.85) (6.00)
21. Profit/(Loss) after taxation from continuing operations (A) 1239.60 498.64 1231.84 529.09
22. Profit from discontinued operation before taxation - 22.75 - 22.75
23. Provision for current tax - (11.99) - (11.99)
24. Provision for deferred tax - 4.33 - 4.33
25. Profit after taxation from discontinued operation (B) - 15.09 - 15.09
26. Profit / (Loss) after taxation and exceptional items (A+B) 1239.60 513.73 1231.84 544.18
27. Return on capital employed% ** 38% 19%* 38% 18%*
* Annualised
**ROCE = PBIT & Exceptional items /Capital employed excluding capital work in progress.
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FINANCIAL  CONDITIONS

SHARE  CAPITAL 

The Subscribed Capital as at December 31, 2006 increased to Rs 187.76 crore as against Rs 185.54 crore as at 
December 31, 2005  on account of exercise of conversion option by the FCC Bond Holders and exercise of Stock 
Options by employees.

RESERVES  AND  SURPLUS

The Reserves and Surplus as at  December 31, 2006 stood at Rs 2977.01 crore (standalone Rs 2955.16 crore) as 
compared to Rs 1966.19 crore as at December 31, 2005. (standalone Rs 1951.21 crore). The increase is mainly on 
account of retained profits.

LOAN FUNDS  AND  GEARING  

There has been a decrease in loan funds to Rs  783.21 crore as at December 31, 2006 (standalone Rs 771.16 crore ) 
as compared to Rs 1079.22 crore (standalone Rs 1071.42 crore) as at December 31, 2005. Decrease is due to 
repayment /prepayment of loans .The debt equity ratio has declined to 0.29 as at December 31, 2006 .

ASSETS

Net fixed assets including Capital Work in Progress , as at December 31, 2006 was Rs 3449.44 crore (standalone 
Rs 3395.91 crore) as compared to Rs 3194.60 crore (standalone Rs 3122.03 crore) as at December 31, 2005 .

INVESTMENTS

Total amount of investments as at December 31, 2006 was Rs 475.70 crore (standalone Rs 503.54 crore) as 
compared to Rs 281.52 crore (standalone Rs 293.75 crore)  as at December 31, 2005 . The increase is mainly on 
account of investment of surplus funds in liquid mutual fund schemes. 

DEFERRED  TAX LIABILITY

Deferred Tax Liability provision outstanding as at December 31, 2006 was Rs 326.42 crore (standalone Rs 320.72 
crore) as compared to Rs 304.94 crore (standalone Rs 300.38 crore) as at December 31, 2005 .

NET  CURRENT  ASSETS  

Net Current Assets increased to Rs 500.94 crore (standalone Rs 479.23 crore) as at December 31, 2006 from 
Rs 170.47 crore (standalone Rs 191.11 crore) as at December 31, 2005. The increase is primarily on account of 
investing surplus funds in fixed deposits with banks.

ENHANCING  SHAREHOLDERS  VALUE

Value creation occupies the top position in our Organizational vision statement. All decision-making in the 
Company is carried out with value creation as the desired end state. The Company continues to focus on growth 
and profitability by maximizing utilization of existing assets and new investments. 

The Company has embarked on various projects and assignments to attain its premier goal of growth. The 
Company has made dedicated efforts to ensure overall development and earn a deserving value for its 
shareholders. The management has been monitoring each department's performance and has been suggesting 
strategies to enhance overall performance. Employees across plants are motivated and encouraged to contribute 
towards achieving higher operational efficiencies and profitability. Cost effectiveness and innovation are placed 
at the forefront of all activities. 
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CAUTIONARY  STATEMENT

Statements in the Management Discussion & Analysis describing the Company's objectives, expectations or 
predictions may be forward looking within the meaning of applicable securities, laws and regulations. Actual 
results may differ materially from those expressed in the statement. Important factors that could influence the 
Company's operations include global and domestic demand and supply conditions affecting selling prices of 
finished goods, input availability and prices, changes in government regulations, tax laws, economic 
developments within the country and other factors such as litigation and industrial relations.
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