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 Are you a Shareholder of Ambuja Cements? Sorry, your ‘grand parent’ (ie: 

your parent company’s parent) has slapped you in the face. Every year you 
will stand to lose Rs. 2.31 per share (Face value Rs. 2). 
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Performance of Ambuja & ACC 

 Ambuja has been doing moderately well and so is the case with ACC. Both 
are subsidiaries of Holcim which is headquartered in Switzerland. The 
restructuring proposal of Holcim has cast a burden on Ambuja.  
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Burden on Ambuja 

 What structurally follows is Ambuja will get ACC as its subsidiary (as 
Holcim India held ACC as its subsidiary so far, and Holcim India gets 
merged into Ambuja). 

  

 The burden on Ambuja is two-fold: 

 Payment of Rs. 3500 crores. 

 Fresh issue of equity shares 58.40 crore numbers. 

 

 The purpose of payment of Rs. 3500 crores is to pay Holcim (Switzerland) 
for buying off the stake Holcim (Swiss) has in Holcim India P. Ltd. Holcim 
(Swiss) has two subsidiaries - Holcin India P. Ltd., and Holderind 
Investments Limited, Mauritius. After paying Rs. 3500 crores, Holcim India 
P. Ltd. will be merged into Ambuja. 
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 The payment of Rs. 3500 crores by Ambuja to Holcim is a dent on the 
company’s resources.  

 

 

 

 

 

 The second point, ie: issue of 58.4 numbers shares (crores) is aimed to 
give majority control to Holcim (Swiss). 

 

 Presently a total of 50.58% in Ambuja is held with (i) Holcim India 
holding 9.76%, and (ii) Holderind Mauritius holding 40.82%.  

 

 When Holcim India gets merged into Ambuja, the 9.76% it holds in 
Ambuja would get extinguished. From a control point of view, only 
Holderind Mauritius would be holding 40.82%.  
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Parameter (Ambuja) Amount Impact of Rs. 3500 crores 

Cash generated from Operations in 2012 Rs. 1858 crores 1.9 years’ Cash generation 

Dividend paid in 2012 crores Rs. 555 crores 6.3 years’ quantum of dividends 



What is so great about the Restructuring? 

 

 To gain majority shareholding (more than 50%), Ambuja would issue 
58.40 crores of fresh equity shares which Holcim (Swiss) would 
subscribe to.  

 By this the two companies Holdering Mauritius and Holcim (Swiss) 
would between them retain 61.39% of shareholding in Ambuja. 

 

 The payment of Rs. 3500 crores is not to make an external acquisition. It 
is not a payment for acquiring a productive asset. Practically, it is 
payment for making ACC its subsidiary which is unwarranted. (ACC was 
and is anyway a part of the Holcim family to which Ambuja also belongs).  
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Cost benefit analysis for Ambuja share holder 
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 In the name of introducing simplicity by eliminating Holcim India P.Ltd 
through merging it with Ambuja, Holcim (Swiss) is in fact siphoning out 
Rs. 3500 crores to itself. The claim by Holcim (Swiss) that restructuring 
will generate synergies is untenable as these companies are within its 
management control anyway. (There is no takeover of an ‘outside’ 
company).  

 

 The cost-benefit analysis for an Ambuja shareholder is presented below: 

 

 Benefit: Ambuja now gets the benefit of ACC’s performance being a 
parent company. 

 Cost: Rs. 3500 crores payment plus dilution by issue of fresh shares 

 

 



Computation of Benefit 

Dilution: Shares after the restructuring will be 197.58 crores: 

 

 

 

 

 

 

 

 

 PAT of ACC was Rs. 1061.19 crores for 2012. Assuming this will be 
generated every year, Ambuja with its 50% shareholding in ACC will get 
the economic accrual of half of that ie: Rs. 530 crores. 

 Due to dilution, present shareholders would get only 78% of this benefit. 
This is Rs. 414 crores.(ie: 78% is 100% less dilution 22%). 

 
 

7 DMS Financial Services P. Ltd. 

Item Quantification 

Shares at present 154.25  Nos. Crores 

Fresh shares to be issued to Holcim (Swiss) 58.40  Nos. crores 

Less: Shares held by Holcim India 

extinguished 

15.07  Nos. Crores 

Net shares issued resulting in dilution 43.33  Nos. Crores 

Extent of dilution 22% ie 43.33 divided by (154.25+43.33) 



Net benefit or Net loss? 
 

 Cost: 

 Payment is a one-time capital spend of Rs. 3500 crores. Ambuja is 
earning 22% ROCE. ROCE is EBIT / Average capital employed.  

 By paying Rs. 3500 crores, Ambuja will forego @22% every year Rs.770 
crores before tax. (ie: 770 = 22% of 3500). 

 

 Net benefit: 

 The restructuring therefore will make the present shareholders lose 
Rs. 356 crores per year (ie: 414 less 770). 

 Considering there are 154.25 Nos. Crores shares, each share will 
suffer a per year loss of Rs. 2.31 due to restructuring. 

 Why should Holcim do this in the name of Restructuring? Are Ambuja 
and ACC faring so well that the parent wants a share in the booty?  
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Should Holcim not Support instead of Milk? 
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 The ‘grand’ parent company is in fact a shade better on profitability  
parameters compared to the two Indian players: 

 

 

 

 

   *only Cement products considered 

 (Source: Annual report of Holcim, Switzerland, Annual reports of Ambuja 
& ACC) 

 

 Holcim has a lot of  cementing to do with the shareholders or else lose 
credibility. 

 

 

Parameter Holcim (global)* Ambuja ACC 

EBITDA to Sales  24% 25% 20% 

Net Profit to Sales 15% 13% 10% 

Sales to net operating assets 0.75 1.03 1.36 


