
Strategic move by Ultratech cement 

Acquisition of Jaypee Cement Gujarat unit by Ultratech is one of the largest domestic M&A 

deals of recent times. Aditya Birla group has acquired the Jaypee Cement Corporation’s (JCCL) 

Gujarat unit for Rs 3800 crores. 

The Deal 

The deal was finalized on 12
th

 September this year. It is to be completed in seven to nine months 

and it will give Ultratech entry into Gujarat. For the Jaypee group, it will help cut a portion of its 

Rs. 55,000 crores debt. Ultratech will take over all assets and liabilities of the Gujarat unit at 

closing and the consideration will be the enterprise value less liability taken over. Birla, has 

planned to finance the acquisition through equity of Rs.150 crores, debts worth Rs.2000 crore 

and the reminder of Rs.1650 crore through internal accruals.  

Rationale of the deal 

The chairman of Ultratech Cement Kumar Mangalam Birla announced that with this acquisition 

of 4.8 million tonnes capacity, their installed capacity will increase to 59 million tonnes per 

annum. With new expansion plans in Karnataka, Rajasthan and Madhya Pradesh set to go on 

stream by 2015, Ultratech’s capacity is expected to touch 70mtpa, thus further strengthening 

their market leadership. The deal will give a stronger production base to Ultratech in Gujarat to 

serve the local market; the deal will also strengthen their coastal footprint, enabling them to cater 

to other regions as well as exports. Ultratech will also benefit from the Rs.350-380 crores 

unrealized depreciation and tax set-off against the losses incurred by Jaypee Cement. 

For Jaypee associations, this may be only the first of the moves to trim the Rs55,000 crore debt it 

carried on its books as of March this year. Jaypee Cement had Rs.350 crores of carry forward 

losses. The sale of the Gujarat Cement plant will reduce Jaypee group’s debt by Rs.3650 crore. 

I perceive the deal as the important move for Ultratech in its expansion strategy. Operational 

synergies are expected from this deal. Before this acquisition Ultratech was country’s 2
nd

 largest 

cement company. This acquisition will not dilute the ranking for the company but it seems to 

provide advantage to Ultratech in competitive positioning.  The deal is equally significant for JP 

cement, it will help company cut its debt by 6.63%. If we compare the valuation of Jaypee 

Cement with its peer, this restructuring plan seems to be a distress sale for the company.    

Looking at top 5 cement companies in India in terms of production capacity, ACC Ltd head the 

list followed by Ultratech Cement, Jaypee Cement, Ambuja Cement and India Cement.  After the 

transaction the Jaypee Group’s Cement will come down to 33 million tonnes and it will continue 

to be the 3
rd

 largest cement manufacturer in the country. 
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