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MR. KUMAR MANGALAM BIRLA, CHAIRMAN, HINDALCO 
 ADDRESS TO THE SHAREHOLDERS   

AT THE 43RD ANNUAL GENERAL MEETING, 
ON 31st July 2002, AT 3.30 P.M. 

BIRLA MATUSHRI SABHAGAR, MUMBAI 
 

 
Dear Shareholders, 
 
I take great pleasure in welcoming you to the 43rd Annual General Meeting of your 
Company.  As you are all aware, the year 2001-2002 was one of aberrations.  In the 
aftermath of the September 11th attack, the slowdown in the United States was 
aggravated.  In turn, given the preponderance of the US worldwide, this development 
adversely impacted many other economies and we in India were no exception.   
 
A considerable slump in aluminium consumption with metal prices at an all time low 
affected the industry as a whole.  Notwithstanding these setbacks, your Company’s 
results have been indeed impressive.  And I shall come back to this later.  
 
At the outset, I would like to apprise you of key developments that have a significant 
bearing on your Company’s sustainable success and are geared to deliver 
shareholder value.  These encompass : 
 

Ø firstly, the restructuring of Hindalco and Indo Gulf,  
Ø secondly, converting Indal into a wholly owned subsidiary of your Company,  

and  
Ø thirdly, the progress on the brownfield expansion. 

 
The Restructuring Process 
 
The restructuring of Hindalco and Indo Gulf is a major strategic move, done with the 
intent to create a non-ferrous metals powerhouse.  
 
I am pleased to inform you that on the 21st of July, your Board and that of Indo Gulf 
Corporation in their respective meetings approved the restructuring proposal on the 
consolidation of the copper business of Indo Gulf with your Company and the 
demerger of Indo Gulf’s urea fertilizer business as an independent entity.  The 
scheme of arrangement, valuation report and share entitlement ratio has met with the 
Boards’ approval.  This landmark restructuring is one of the largest of its kind in India. 
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I believe, this restructuring exercise is an important step in our ongoing endeavours 
to create a business that is both focused and has the financial capability to become a 
global player.   The non-ferrous metal sector is integral to our future growth plans. 
We would like to bring in maximum focus and harness all possible synergies to make 
it truly world class.   
   
Under the restructuring scheme, your Company will issue to Indo Gulf shareholders 
one equity share of Hindalco for every 12 equity shares held by them. Likewise, the 
GDR holders of Indo Gulf will receive 1 GDR of Hindalco for every 12 GDRs held by 
them in Indo Gulf.   Consequently your Company’s issued and paid up share capital 
will be enhanced by around 25%. 
 
The share exchange ratio approved by the Board of both the companies has been 
based on a joint valuation report, of CC Chokshi & Co., a member firm of Deloitte 
Touche Tohmatsu and Ernst & Young, highly reputed global companies. The share 
exchange ratio has been determined in accordance with the best practices in 
valuation using well-established techniques such as discounted cash flow, book 
value, profit earning capacity and relative market prices. 
 
Let me now dwell on the rationale for the Restructuring. 
 
The global consolidation trend has accelerated the growth of the bigger players at the 
expense of smaller players.  Even though Hindalco and Indo Gulf’s copper business 
have performed excellently relative to their global peers and are expected to continue 
to do so, given the current global environment, the coming together of these 
businesses will propel their future growth at an accelerated pace.   
 
This transaction will enhance our financing capability, access to domestic and  global 
opportunities as well as investor interest, as capital markets increasingly reward 
larger players with better valuations. A stronger balance sheet created by such a 
merger undoubtedly opens a window to a variety of value enhancing opportunities. 
 
To drive home this point, let me provide you with some noteworthy examples of how 
capital markets have rewarded multi-resource companies.  Take for instance BHP 
Billiton and Rio Tinto, which are key examples of multi-resource companies with 
global leadership positions in metals. These companies have significant exposure to 
both aluminium and copper and have demonstrated superior capital market 
performance in recent times as compared to perceived metal pure-plays. The market 
has rewarded these players for taking proactive steps in a consolidating industry, 
having balanced exposure to commodities without  commensurate risks, financial 
strength and strong cash flow generation and high resilience to risk. 
 
At the end of the day, our intent is to transform Hindalco into a globally competitive 
non-ferrous metals powerhouse and create enhanced value for all stakeholders. 
 
In my view, even though your Company has demonstrated strong performance 
continuously, its stock is undervalued. I believe, that over the medium term this 
restructuring should help correct this anomaly and result in a positive re-rating of the 
combined entity. 
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To provide an opportunity to INDAL shareholders to exit their holding in the 
Company, your Board has also simultaneously consented to making a voluntary open  
offer for your  Company’s  balance 25%  shareholding in INDAL at Rs. 120 per equity 
share.  Once this is achieved, Indal will become a wholly owned subsidiary of 
your Company. Consequent to the successful completion of the offer, we propose to 
de-list INDAL from all the Stock Exchanges.  
 
In my view, the time is not opportune for the merger of Indal with your Company. 
However, with Indal becoming a wholly owned subsidiary of your Company, not only 
do we continue to realise all the synergies between the two companies, but also 
eliminate any perceived conflict of interests.     
 
To facilitate this plan, your Board of Directors have approved the stoppage and the 
closure of the buyback programme. 
 
I believe, in more ways than one, we are building a platform for value 
enhancing growth.  
 
Post restructuring and with the consolidation of Indal, your Company will emerge as 
one of the largest private sector companies in India with :  
 
Ø Net sales in excess of Rs. 6,000 crores, an increase of around  60% 

Ø  Net profit in excess of Rs.1,000 crores, an increase of around 36% 

Ø  Net worth in excess of Rs.6,000 crores,  an increase of around 25% 

Ø    A balance sheet size in excess of Rs.10,000 crores, an increase of around 30% 
 

Over the medium term, the transaction is expected to create a company with a very 
strong operating/ financial growth story.  Our aim is to triple the revenues within the 
next 5 years which will result in EBITDA growth of around 250% and a substantial 
increase in financing capability in the medium term. 
 
Even as the process of seeking regulatory clearances is on, I look forward to your 
support, to your commitment to the restructuring, done as it is in your best interests. 

 
 
The Brownfied Expansion 
 
As you are aware, your Company has embarked on the brownfield expansion at its 
integrated complex in Renukoot, at an outlay of Rs.18,000 million.  The phased 
implementation of the brownfield expansion programme is progressing well.  The 
commissioning of the 9th Potline at your Company’s Smelter in Renukoot signals the 
successful completion of the first phase of this Smelter.   The 9th Potline will lead to 
an increase of 33,000 MT annually of metal production.  Work on the remaining two 
Potlines is underway.   
 
On the completion of the brownfield expansion, your Company’s aluminium metal 
capacity will go up to 342,000 tonnes per annum from its current installed capacity of 
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242,000 tonnes.   Alumina  refining  capacity  will stand  raised  by 210 ,000 tonnes 
per annum to 660,000 tonnes per annum and power generation capacity will be 
augmented by 150 MW to 769 MW.  We are hopeful of fully executing this project in 
the financial year 2003-2004.  Importantly the completion of the brownfield project will 
enable your Company consolidate its leadership in the domestic market even further 
and entrench itself globally as well. 
 
I would also like to take this opportunity to briefly focus on other value creation 
initiatives such as Project Rocket 2K and the implementation of a state-of-the-art 
IT system.   
 
Project Rocket 2K which is basically a structured profit improvement programme was 
begun by your Company last year.    Launched to improve profitability through better 
thruput efficiencies, productivity levels, lowering of inventories and cost reduction, 
through this initiative your Company realiseD gains on an annualized basis in excess 
of Rs.22 crores.   This will be an exercise in continuum. 
 
In April, 2002, your Company initiated a phased implementation of an advanced IT 
System entailing an estimated expenditure of Rs.24 crores over the next 2-3 years.  
This extended ERP System will integrate operations, ensure real time data 
availability, enable improved and faster decision making and address the critical 
dimension of strengthened customer care through improved Supply Chain 
Management and Customer Relations Management Systems.       
 
Let me provide you with a snapshot of your Company’s performance, given 
that it has been spelt out in detail in the Annual Report which I am sure you 
would have read.  
 

Ø Regardless of a weak LME, your Company’s revenues at Rs.2331.4 crores 
have been up by 2.5% vis-a-vis Rs.2275.4 crores last year. 

Ø Net Profit after current tax has risen by 10.3% from Rs.678.1 crores to Rs.748 
crores. 

Ø After factoring of the newly mandatory Deferred Tax, the Net Profit figure 
stands at Rs.686 crores, up by 1.2% over that of the preceding year, at 
Rs.678.1 crores.  

 
I believe, your Company has shown remarkable resilience despite the economic 
environment and the sliding LME.  Your Company’s results meet with my 
expectations as well as that of the Board, given the tough environment.   I do hope 
that all of you also feel that your Company has managed to be on keel.   
 
 
Dividend 
 
Moving over to the Dividend, your Directors have recommended a 135% dividend 
per share for your approval.  The pay out on this account for the year 2001-2002 will 
be Rs.1005.2 million.   
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First Quarter Performance 
 
Even as I brief you on your Company’s performance in the first quarter of the current 
financial year. I would urge you to look at it in the context of the  economic 
environment as well as the falling price of aluminium worldwide.  Bear in mind the 
fact that all of your Company’s plants operated far above the installed capacities.    
 
Your Company’s performance during the First Quarter of 2002-03, has been 
satisfactory. 
 

• Metal production during April – June 2002, is 66,867 MT vis-à-vis an output of 
61,585 MT in the corresponding period last year, reflecting a rise of 8.6%, 
mainly on account of the additional production from the 9th Potline.  

 
• Rolled product output of 17,997 MT is a modest 2.6% increased over that of 

17,545 MT in the previous year.  
 

• The output of Extruded Products at 4,614 MT from 4,140 MT last year is up by 
11.4%, because of strengthened market conditions.  

 
• Redraw Rods output was 12,692 MT, 4.8% higher over production of 12,111 

MT in the same Quarter last year.  
 

• The output of Alumina which is a key input – was 118,175 MT, higher by  4.0% 
over production of 113,633 MT in the comparable period of the previous year.  

 
• Power generation at your Company’s Renusagar Power Plant was 1054 MU, 

compared to 974 MU in the corresponding period last year, a 8.3% increase. 
 

• Production of Foil at 4,438 MT has grown by 24.8% over 3,557 MT attained in 
the corresponding period last year.  

 
• Aluminium Alloy Wheels production rose from 5,889 wheels during the first 

quarter last year to 7,131 wheels this quarter.  
 
 
SALES 
 
Your Company’s Net Sales during April – June 2002 stand at Rs. 586 Crores 
compared to Rs. 549 Crores in the corresponding  period last year. Sales during the 
First Quarter this year comprised of 66,307 MT metal as compared to 60,336 MT 
during the first quarter of the preceding year.  
 
Your Company’s exports surged by 36.5% to Rs. 93 Crores this quarter as against 
Rs. 68 Crores in the corresponding period last year.  In volume terms, exports 
magnified by 45% from 8,166 MT in the first quarter of last year to 11,876 MT in the 
first quarter this year.  
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Your Company’s average realisations on a per MT basis have declined by just 2.9%  
despite a considerable fall in international prices, buffeted by a better product  mix..  
 
 
PROFITS 
 
Profits for the first Quarter of the current fiscal year are lower as compared to the 
corresponding quarter last year. The Gross Profit is Rs. 251 crores as compared to 
Rs. 274 crores in the preceding year.  Lower realizations coupled with higher costs of  
key inputs like Calcined Petroleum Coke and low quality of coal at higher prices for 
power drove down the profit.  After providing for depreciation and current tax, profits 
stand at Rs. 164 crores vis-à-vis Rs. 172  crores in the first quarter of 2001-02.    
 
Your company has provided an amount of Rs. 24 crores towards Deferred Tax 
Liability for the current first quarter. Consequently, Net Profit stands at Rs. 140 crores 
as against Rs. 161 crores in the first quarter of the previous year. 
 
 
FUND RAISING 
 
In July of the current Fiscal, your Company raised an amount of Rs. 100 Crores 
through the issue of 7 Years Secured Redeemable Non-Convertible Debentures. The 
issue stands out on account of the benchmark rate of 7.95% per annum at which 
Debentures have been issued.  
 
 
Outlook 
 
Against this tenor, I will briefly highlight the market trends in the aluminium sector and 
going forward, the outlook for your Company.  While early this year, the US economy 
appeared to be on track, its ensuing slow pace and the stock market crashes have 
severely eroded consumer confidence.   Europe and Japan, which seemed to be 
positioned on the growth trajectory, reflect weak trends currently.   The continued 
strong growth in Asia may not be able to totally offset these reverses.   
 
On the other hand, the Chinese Government’s forward looking fiscal policies, its 
renewed emphasis on the infrastructure and power sectors, should boost the demand 
for aluminium even as China increases its capacities.  China now transits from being 
a net importer to a net exporter, and this is an aspect we have to factor.   The 
demand from the South East Asian countries, who are now on the road to recovery, 
may nurture growth.  
 
Closer to home, the outlook for aluminium is positive, predicted on heightened 
economic activity.  The ongoing thrust by the Government on the infrastructure and 
power sectors, the increasing use of aluminium as an eco-friendly metal in the white 
goods category besides the automobile and consumer durable segments, should 
spur the demand for aluminium. 
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While these are encouraging signs, WTO pose a major challenge which your 
Company has to face, and I am pleased to inform you that we are working towards 
meeting it upfront.     
 
Your Company’s predominance in the aluminium sector as the single largest 
integrated and amongst the lowest cost producers, endows it with an edge.   
 
The restructuring of Hindalco into a major non-ferrous metals powerhouse, the 
brownfield expansion, the economies of scale, the outcome of ongoing process 
innovations at the plant, coupled with Project Rocket 2K and the extended ERP 
system will stand your Company in good stead.   
 
To enhance shareholder value, going forward, we will pursue both organic and 
inorganic growth and be open to participating in opportunities emanating from the 
Government’s proposals to divest in companies in the aluminium sector.  Such 
acquisitions will be done by us only after a thorough review at a price which we 
believe will lead to value creation.    
 
 
A Caring Corporate Citizen 
 
I would also like to dwell briefly on the role that your Company has been playing as a 
committed, responsible and caring corporate citizen, knowing of your deep interest in 
these activities too. 
 
As a business house, we fully subscribe to sustainable development.  We see a 
tremendous linkage between economic growth and environmental protection.  All of 
your Company’s plants and mines are run in an eco-efficient manner. 
 
Your Company’s plants at Renukoot and Renusagar and installations at the mines 
have been re-certified for ISO 14001 EMS.  Your Company’s Foil and Wheel plants 
at Silvassa have also acquired ISO 14001 EMS certification.  
 
 Your Company’s plants adherence to environment systems have been validated by 
Moody International, U.K. and KPMG.    
 
On the social front, for years on end now, we have been involved in working with the 
weaker section of the communities who live in proximity to your Company’s plants 
and mines.   Our objective is to better their lives and eventually make them self-
reliant.  Your Company’s activities are carried out under the umbrella of the Aditya 
Birla Centre for Community Initiatives and Rural Development, spearheaded by Mrs. 
Rajashree Birla, your Director, who is the Chairperson of this Centre.    
 
Your Company’s work centers around 334 villages in proximity to our plants at 
Renukoot and Renusagar in Uttar Pradesh and Silvassa in Dadra and Nagar Haweli 
and Bauxite Mines at Lohardaga in Jharkhand and Samri in Chhattisgarh. 
 
Your Company’s thrust areas are education, health-care inclusive of mother and 
child-care, sustainable livelihood programmes, women empowerment processes, 
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infrastructure support and espousing social causes.  All these projects are 
undertaken after assessing the needs of the communities and in partnership with 
them. 
 
For the year 2001-2002, we mobilised Rs.297 million, for these activities.  Garnering 
aid through the Government’s different development programmes, we touched the 
lives of nearly four and half lakh people collectively across all our Units. 
 
It will delight you to learn that in recognition of the exemplary work done, a number of 
accolades were showered upon your Company, among which have been the 
“FICCI’s Award For Outstanding Work In The Area Of Rural Development”, “The 
Mother Teresa Award For Outstanding Social Commitment”, besides a recognition by 
CFO Asia, an Economist group publication, of your Company’s community initiatives. 
 
Knowing that our projects, in their own small way, make a difference to the lives of a 
marginalised people, gives us a humble sense of fulfilment.  It facilitates in all 
humility, our playing a leadership role even as a caring corporate citizen. 
 
Having provided you with an overview of your Company, in all of its key dimensions, I 
would like to say how much I appreciate your support.  I look forward to your 
continued commitment to take the Company forward. 
 
Thank you, 
 
 
         Yours sincerely, 
 
 
 
 
                                                                        Kumar Mangalam Birla 


