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RESULT REPORT Q3 CY22 | Sector: Cement

ACC Ltd

Performance missed on all front

Result Synopsis

ACC Ltd (ACC) reported weak operational performance as EBITDA margin declined to
0.4% v/s YSEC est. of 8.6% due to inflating total cost/te by +25% y/y and +8% q/q in
Q3CY22. On account of ongoing monsoon, ACC volume & NSR corrected by 9.4% & 1.5%
sequentially, while increased by 4.5% & 1.8% y/y owing to the newly added capacities
resulted in revenue growth of 6% y/y to Rs39.9bn (v/s YSEC est. Rs41.8) in Q3CY22. ACC
reported multi-quarter low EBITDA of Rs164mn declined by 98% y/y and 96% q/q
translates in EBITDA/te of Rs23in Q3CY22. The 9MCY22 operating cost/te increased by
+20% y/y mainly due to unprecedented surge in power cost/te by +46% y/y to Rs1597
which declined the EBITDA/te by 58% y/y to Rs469. However, we expect full year
EBITDA/te for CY22E to stand at Rs522 (earlier Rs678), owing to normalizing cost and
higher NSR that will revive operating profits for Q4CY22E. ACC reported a net loss of
Rs873mn declined by 1.2x y/y and 1.4x q/q in Q3CY22. Given the Q3CY22 operational
performance, we have trimmed our EBITDA & PAT estimates for CY22E by 26/30% y/y
respectively. However, we didn’t change our earnings estimates for CY23E envisaging 1)
Cost normalization 2) Improving operating efficiency 3) Incremental volumes. ACC is
scaling up its green-power share (WHRS/Solar/ Wind capacity to 75/82/19MW) and
alternative fuel usage coupled with debottlenecking of various plants that will aid ACC to
improve EBITDA/te to Rs996 for CY23E. ACC recently commissioned Tikaria 1.6 MTPA
GU, while other ongoing expansion of Ametha 2.7MTPA Clinker & 1MTPA Cement
capacity and Salai Banwa 2.2MTPA are on track which would take total capacity to
~39MTPA by H1CY23E. Therefore, the recently added & upcoming capacity in the central
market will improve the volume growth by +12% for CY23E. We recommend NEUTRAL
rating with TP of Rs2,364 at 10x EV/EBITDA on CY23E.

Result Highlights

= Ongoing monsoon softened volume & NSR by 9.4% & 1.5% sequentially, while
increased by 4.5% & 1.8% y/y over newly added capacities resulting in revenue
growth of 6% y/y (-11% q/q) to Rs39.9bn (v/s YSEC est. Rs41.8) in Q3CY22.

=  RMC volume grew by 10% y/y (-10% q/q) to 0.75m? in Q3CY22.

= ACC reported +11% higher than expected total cost/te (+25% y/y and +8% q/q)
mainly due to exceptional jump in RM/power & other cost/te by 12/11% & 13%
q/q (30/60% & 7% y/y) in Q3CY22.

= ACC reported multi-quarter low EBITDA of Rs0.16bn declined by 98% y/y and
96% q/q translates in EBITDA/te of Rs23 in Q3CY22.

= ACC reported net loss of Rs0.87bn declined by 1.2x y/y and 1.4x q/q in Q3CY22.

Exhibit 1: Actual vs estimates

) (:

Sales 39,873 41,803 41,642 (4.6 4.2) Topline stood
close to our
EBITDA 164 3,610 3,390 (95.5) (95.2) expectation,
however higher
Margin (%) 0.4 8.6 8.1 (823 bps) (773 bps)  than expected
cost dented
Adj. PAT (873) 1,577 2,206 (155.4) (139.6) margins

Source: Company, YES Sec
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Exhibit 2: Quarterly snapshot (Console)

Particulars (Rs m)

Net Revenue

Total Expenses
COGS

Employee Expenses
Power & fuel

Freight Exp

Other Expenses
EBITDA

EBITDA (%)

D&A

Other Income
Interest Expense
Exceptional/EO items
Share JV/Associates
EBT

Tax

Reported PAT

Less: Minority Interest
Adj. PAT

6,242
2,170
7,883
8,602
5,471
7,123
19.0
1,505
633
171
20
6,100
1,597
4,502

4,502

42,258
36,695
9,940
2,036
9,414
9,591
5,714
5,563
13.2
1,604
539
129
548

19
3,839
1,031
2,809

2,809

44,265
37,919
9,006
1,931
10,405
10,482
6,095
6,347
14.3
1,539
585
106

36
5,323
1,360
3,963

3,963

44,684
40,422
8,385
2,168
13,119
10,779
5971
4,262
9.5
1,647
539
149
44
3,049
775
2,274

2,274

39,873
39,710
8,491
2,113
13,175
9,827
6,104
164
0.4
1,735
697
177
163

29
(1,184)
(311)
(873)

(873)

Q3CY21 Q4CY21 QICY22 Q2CY22 - Q3CY22 °
37,490
30,367

y/y (%)
6.4
30.8
36.0
(2.6)
67.1
14.2
11.6
(97.7)
(1859 bps)
15.2
10.2
3.4

43.6
(119.4)
(119.4)
(119.4)

(119.4)

q/q (%)
(10.8)
(1.8)
1.3
(2.6)
0.4
(8.8)
2.2
(96.2)
(913 bps)
5.3
29.5
191

(32.6)
(138.8)
(140.0)
(138.4)

(138.4)

Cy21
161,517
131,536

28,665
8,362
33,648
38,230
22,632
29,981
18.6
6,007
2,067
546
548
117
25,064
6,433
18,631

18,631

CY20 vy/y(%)

137,860
113,020
30,023
8,412
25,747
29,263
19,575
24,840
18.0
6,388
2,167
571
3,049
89
17,089
2,786
14,303

14,303

17.2
16.4
(4.5)
(0.6)
30.7
30.6
15.6
20.7
54bps
(6.0)
(4.6)
(4.3)
(82.0)
30.5
46.7
130.9
30.3

30.3

Source: Company, YES Sec

Exhibit 3: Quarterly Operational Performance Analysis (Console)

Particulars (Rs m)
Total Volumes (MMT)
NSR/te (Blended)
RM/te

Employees/te
Power/te

Freight/te

Others/te

Opex/te (Blended)
EBITDA/te (Blended)

Q3CY21

6.8
5,507
917
319
1,158
1,263
804
4,461
1,046

Q4CY21

7.7
5,456
1,283

263
1,215
1,238

738
4,738

718

Qi1CY22

8.0
5,523
1,124

241
1,298
1,308

761
4,731

792

Q2CY22

7.9
5,692
1,068

276
1,671
1L587/8)

761
5,149

543

- Q3CY22

7.1
5,606
1,194

297
1,852
1,382

858
5,583

23

y/y (%)
45

1.8
30.2
(6.8)
60.0
9.3

6.8
25.2
(97.8)

a/q(%)
(9.4)
(1.5)
11.8

7.6
10.8
0.6
12.8
8.4
(95.8)

29.9
5,407
960
280
1,126
1,280
758
4,403
1,004

263
5,237
1,141
320
978
1,112
744
4,293
944

y/y (%)
13.5
3.2
(15.9)
(12.4)
15.2
15.1
1.9

26

6.4

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 4: Annual Operational Performance Estimates (Console)

Particulars (Rs m) CY19 CY20 CY21 CY22E CY23E
Total Volumes (MMT) 30.12 26.32 29.87 30.97 34.83
NSR/the (Blended) 5,198 5,237 5,407 5,679 5,679
RM/te 1,067 1,141 960 1,123 1,077
Employees/te 288 320 280 271 252
Power/te 1,040 978 1,126 1,622 1,258
Freight/te 1,174 1,112 1,280 1,358 1,313
Others/te 828 744 758 783 783
EBITDA/te (Blended) 801 944 1,004 522 996

Source: Company, YES Sec

Exhibit 5: Key Estimate Revision

_ old New Change Oold New Change
Revenues 184,785 175,862 -5% 198,713 197,791 -0.5%
EBITDA 21,952 16,159 -26% 34,695 34,676 -0.1%
PAT 11,459 7,967 -30% 21,397 21,340 -0.3%
EPS 61 42 -31% 114 114 -0.4%
Source: Company, YES Sec
Exhibit 6: 1-yr forward EV/EBITDA band Exhibit 7: 1-yr forward EV/te ($) band
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FINANCIALS

Exhibit 8: Balance Sheet (Console)

Y/e 31 Dec (Rs m) CY19 CY20 Cy21 CY22E CY23E
Equity capital 1,880 1,880 1,880 1,880 1,880
Reserves 113,558 125,111 141,208 146,546 165,257
Net worth 115,438 126,991 143,088 148,426 167,137
Other LT Liabilities - 840 1,014 1,014 1,014
LT provision. 2,351 2,148 2,156 2,156 2,156
Minority interest 32 32 34 34 34

Long-term Borrowing - - - - -
Deferred tax liab (net) 6,557 3,948 4,037 4,037 4,037
Current Liabilities

Sundry creditors 14,750 14,222 19,049 18,655 19,026

Short-term Borrowing - - - - _

Other current liabilities 31,999 33,662 40,855 40,855 40,855
ST Provision 234 159 157 157 157
Total liabilities 171,360 182,002 210,388 215,332 234,414
Assets

Fixed assets 69,769 65,084 65,414 84,593 80,711
Intangible assets 4,799 5,941 14,496 4,956 4,956
Investments 1,162 1,293 1,312 1,312 1,312
Other Non-current Asset 20,128 25,097 25,435 25,435 25,435

Deferred tax asset (net) - - - R R

Current Assets

Inventories 11,419 9,013 12,739 12,439 13,822
Sundry debtors 6,267 4,514 4,890 7,227 8,128
Other current assets 10,892 10,313 10,761 10,761 10,761
ST. Loans & advances 290 590 66 66 66
Cash 46,633 60,159 75,275 68,543 89,222
Total assets 171,360 182,002 210,388 215,332 234,414

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 4



ACC Ltd

Exhibit 9: Income statement (Console)

Y/e 31 Dec (Rs m) CY19 CY20 CY21 CY22E CY23E
Revenue 156,576 137,860 161,517 175,862 197,791
Operating profit 24,128 24,840 29,981 16,159 34,676
Depreciation & Amortization 6,064 6,388 6,007 7,075 8,881
PBIT 18,063 18,452 23,974 9,084 25,794
Interest expense 863 571 546 609 609
Other income 3,184 2,167 2,067 2,518 3,268
Profit before tax 20,385 20,049 25,495 10,993 28,453
Taxes 6,750 2,786 6,433 2,973 7,113
Minorities/Share from Associates (140) (89) (117) (109) -
Exceptional items - (3,049) (548) (163) -
Reported profit 13,775 14,303 18,631 7,967 21,340
Adj. Net profit 13,775 17,352 19,179 8,130 21,340

Source: Company, YES Sec

Exhibit 10: Cash Flow (Console)

Y/e 31 Dec (Rs m) CY23E

Cash flow from operation

Profit before tax 20,385 16,999 24,947 10,830 28,453
Depreciation 6,064 6,388 6,007 7,075 8,881
Tax paid (6,750) (2,786) (6,433) (2,973) (7,113)
Working capital A 6,927 5,499 7,990 (2,431) (1,913)
Other operating items 140 89 117 109 -
Operating cashflow 26,767 26,190 32,628 12,611 28,308

Cash flow from Investing Activities

Capital expenditure (5,929) (2,845) (14,892) (16,713) (5,000)
Change in other non-current assets (2,314) (4,968) (339) - -
Free cash flow 18,524 18,377 17,397 (4,102) 23,308

Cash flow from Financing activities
Equity raised (472) (117) 474 379 379
Investments (121) (131) (19) - -

Debt financing/disposal - - - - _

Dividends paid (3,185) (2,632) (3,008) (3,008) (3,008)
Other items 761 (1,971) 271 - -
Net A in cash 15,508 13,526 15,116 (6,732) 20,679

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 5



ACC Ltd

Exhibit 11: Ratio Analysis (Console)

Y/e 31 Dec CY19 CY20 CY21 CY22E CY23E
Growth matrix (%)

Revenue growth 5.8 (12.0) 17.2 8.9 12.5
Op profit growth 17.8 3.0 20.7 (46.1) 114.6
EBIT growth 33.8 (3.0 26.3 (55.4) 150.5
PBT growth 35.9 (1.7) 27.2 (56.9) 158.8
EPS growth (9.4) 3.8 30.3 (57.2) 167.9

Profitability ratios (%)

OPM 15.4 18.0 18.6 9.2 17.5
EBIT margin 13.6 15.0 16.1 6.6 14.7
Net profit margin 8.8 10.4 11.5 4.5 10.8
RoCE 17.9 16.0 18.3 7.6 17.6
RoNW 11.9 11.8 13.8 5.5 13.5
RoA 8.0 8.1 9.5 3.7 9.5

Per share ratios (Rs)

EPS 73 76 99 42 114
Dividend per share 14 14 16 16 16
Cash EPS 41 42 67 5 66
Book value per share 614 676 761 790 889
Payout (%)

Dividend payout 23.1 18.4 16.1 37.8 14.1
Tax payout 33.1 13.9 25.2 27.0 25.0
Liquidity ratios

Debtor days 15 12 11 15 15
Inventory days 27 24 29 26 26
Creditor days 34 38 43 39 35

Leverage ratios (x)

Interest coverage 24.6 36.1 47.7 19.1 47.7
Net debt / equity (0.40) (0.47) (0.53) (0.46) (0.53)
Net debt / EBITDA (1.93) (2.42) (2.51) (4.24) (2.57)

Source: Company, YES Sec

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 6
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Recommendation Tracker

ACC Reco  ======- Nifty (RHS)
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Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL
and are subject to change without any notice. The report and
information contained herein are strictly confidential and meant solely
for the intended recipient and may not be altered in any way,
transmitted to, copied or redistributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written
consent of YSL.

The information and opinions contained in the research report have
been compiled or arrived at from sources believed to be reliable and
have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy,
completeness, authenticity or validity. No information or opinions
expressed constitute an offer, or an invitation to make an offer, to buy
or sell any securities or any derivative instruments related to such
securities. Investments in securities are subject to market risk. The value
and return on investment may vary because of changes in interest rates,
foreign exchange rates or any other reason. Investors should note that
each security's price or value may rise or fall and, accordingly, investors
may even receive amounts which are less than originally invested. The
investor is advised to take into consideration all risk factors including
their own financial condition, suitability to risk return profile and the
like, and take independent professional and/or tax advice before
investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general
nature which may not be specifically suitable to any particular investor.
Past performance may not necessarily be an indicator of future
performance. Actual results may differ materially from those set forth
in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the
use of this report. This report is not directed or intended for distribution
to, or use by, any person or entity who is a citizen or resident of or
located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law,
regulation or which would subject YSL and associates to any
registration or licensing requirement within such jurisdiction. The
securities described herein may or may not be eligible for sale in all

jurisdictions or to certain category of investors. Persons in whose
possession this document may come are required to inform themselves
of and to observe such restriction.

YES Securities (India) Limited distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional
Investors through SEC 15a-6 rules and regulations under an exclusive
chaperone arrangement with Brasil Plural Securities LLC. The views and
sentiments expressed in this research report and any findings thereof
accurately reflect YES Securities (India) Limited analyst’s truthful views
about the subject securities and or issuers discussed herein. YES
Securities (India) Limited is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

This Research Report is the product of YES Securities (India) Limited. YES
Securities (India) Limited is the employer of the research analyst(s) who
has prepared the research report. YES Securities (India) Limited is the
employer of the YES Securities (India) Limited Representative who is
responsible for the report, are responsible for the content of the YES
Securities (India) Limited Research Report; any material conflicts of
interest of YES Securities (India) Limited in relation to the issuer(s) or
securities discussed in the YES Securities (India) Limited Research Report.
This YES Securities (India) Limited Research Report is distributed in the
United States through Brasil Plural Securities LLC (BPS). The research
analyst(s) preparing the research report is/are resident outside the United
States (U.S.) and is/ are not associated persons of any U.S. regulated
broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the
regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things,
communications with a subject company, public appearances and trading
securities held by a research analyst account. This report is intended for
distribution by YES Securities (India) Limited only to "Major Institutional
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a
6(a)(2). If the recipient of this report is not a Major Institutional Investor
as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated
and/or transmitted onward to any U.S. person or entity. Transactions in
securities discussed in this research report should be effected through
Brasil Plural Securities LLC (BPS) or another U.S. registered broker
dealer/Entity as informed by YES Securities (India) Limited from time to
time.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | X research@ysil.in
Website: www.yesinvest.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single

Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL:
IN-DP-653-2021 | MERCHANT BANKER: INM000012227 | RESEARCH
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DISCLOSURE OF INTEREST

Name of the Research Analyst  : Abhishek Lodhiya, Sonu Upadhyay

The analyst hereby certifies that opinion expressed in this research
report accurately reflect his or her personal opinion about the subject
securities and no part of his or her compensation was, is or will be
directly or indirectly related to the specific recommendation and opinion
expressed in this research report.

Sr.

No. Yes/No

Particulars

Research Analyst or his/her relative’s or YSL's

financial interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more

2 securities of the subject company(ies) at the end No
of the month immediately preceding the date of
publication of the Research Report

Research Analyst or his/her relative or YSL has
3 any other material conflict of interest at the time No
of publication of the Research Report

Research Analyst has served as an officer, director

or employee of the subject company(ies) N

YSL has received any compensation from the
subject company in the past twelve months

YSL has received any compensation for
investment banking or merchant banking or
brokerage services from the subject company in
the past twelve months

o

No

YSL has received any compensation for products
or services other than investment banking or
merchant banking or brokerage services from the
subject company in the past twelve months

YSL has received any compensation or other
8 benefits from the subject company or third party No
in connection with the research report

YSL has managed or co-managed public offering
9 of securities for the subject company in the past No
twelve months

Research Analyst or YSL has been engaged in
10  market making activity for the subject No
company(ies)

Since YSL and its associates are engaged in various businesses in the
financial services industry, they may have financial interest or may have
received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever
nature from the subject company(ies) in the past twelve months or
associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company(ies) whose
securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more
and/or other material conflict of interest in the securities discussed
herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL
REPORTS

Analysts assign ratings to the stocks according to the expected
upside/downside relative to the current market price and the estimated
target price. Depending on the expected returns, the recommendations
are categorized as mentioned below. The performance horizon is 12 to
18 months unless specified and the target price is defined as the
analysts’ valuation for a stock. No benchmark is applicable to the ratings
mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES
BANK LIMITED. YSL is a SEBI registered stock broker holding
membership of NSE, BSE, MCX & NCDEX. YSL is also a SEBI registered
Category | Merchant Banker, Investment Adviser and a Research
Analyst. YSL offers, inter alia, trading/investment in equity and other
financial products along with various value added services. We hereby
declare that there are no disciplinary actions taken against YSL by
SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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