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UNITED SPIRITS

September 4, 2014
1. Bangalore Stock Exchange Limited

IScrip Code: McDowell)
No. 51, Stock Exchange Towers,
1 st Cross, J.C. Road,
Bangalore - 560 027.

2. National Stock Exchange of India Limited
(Scrip Code:MCDOWELL-N)
Exchange Plaza, C-1, Block G
Bandra Kulla Cornplex, Bandra (East)
Mumbai - 400 051.

3.  BSE Limited
(Regular Office & Corporate Relations Dept-Scrip Code: 5324321
Phiroze Jeejeebhoy Towers
Dalol Street
Mumboi - 400 001.

Dear Sirs,

Sub: Outcome of the Board Meeting held on September 3, 2014.

This & further to our letter dated August 26,2014.

The Audited Financial Statements of the Company for the year ended March 31, 2014
were.considered and opproved at the Meeting of the Board of Directors held on
September 3, 2014, which continued past midnight 11.e., Into September 4, 2014).TheBoard has not recommended any dividend on the equity shares of the Company in
view of the losses Incurred by the Company during the year 2013 - 14. The Audited
Financial Results including Statement of Assets and  Liabilities as al March 31,2014 in
the prescribed format under Clause 41 of the Listing Agreement along with the
Auditors Report under clause 41 are enclosed.

We give below the details of the Audited Financial Statements for the year ended
March 31,2014, in ferms of Clause 20 of the Listing Agreement:

United Spirits Limited
Registered Office  : 'UB Tower',   # 24, Vittal Mallya Road, Bangalore -  560 001, India.
Tel : 91-80 39856500, 2221 0705, Fax - 91-80 39856862, 39856959, 39856607

wrm.unitedspirits. in
Corporate Identity Number :  L01 551 KA1999PLC024991
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UNITED SPIRITS Continuation Sheet

Current Previous
Financial year Financial Year

ended ended
31.03.2014 31.03.2013

Rs. incrores Rs. in crores

1.    Turnover 20,231.29 18,347.89
2.  Gross Profit 1781.19) 342.44
3.  Exceptional and other non-recurringiterns 4,321.63 21.65
4.  Net Profit: ES, 102.82) 320.79

After providing for:

- Depreciation 85.50 71.83
-   Taxgtpn (including deferred tax] 74.64 163.20

-.

5. Add:
- Surplus/(Loss} transferred from previous 2,023.38 1,790.59

year

6.  Transfer to Reserves:
-   Less: General Reserve 50.00-. I.

7,  Dividend paid in respect to previous years 3.63

8. Dividend recommended subject to
necessary approvals: 32.70

On 145,327,743 Equity Shares of Rs.10/- each
@ Rs._/- per share L_%3

9. Corporate Dividend Tax 0.44 5.30
10. Balance carried to Balance Sheet (3,083.511 2,023.38

Please take the above on your records and acknowledge receipt.
Thanking you,

Yours taithfully,
For UNITED SPIRITS LIMITED

Za.ij.4)0-lfs•'---

V.S.VENKATARAMAN
COMPANY SECRETARY

Encl. as above
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UNITED SPIRITS LIMITED
'UD Ti,wer',  #  24, Vittal  Mallyn Road,  Baiigatort  -  560 001

Part I: Statemerrt gf Audl ed Re¥6111;S Tor the three months and Year ended  ended Maroh 31, 2014 t'(6. Lakl S

*tandalone Connollditcd

3 Monihi Endid
Previou, 3

3 29#ho tndedF.rtlcul.- Monthi Endid Year  rldid Man:%1 31, Year Ended March 31,
Marcn 31. M"wh ql,Ocoimbi/31,

2014 2815 2013 2014 2013 2014    1 2013
Audited (Noto Audiwd (NON

18)
Unaudlted

18)
AWdlted

1 Incorne froln 008#11648 519,117 550.283 460.206 2.073.488 1,883,440  .360.986 2.158.002
Lesw: Excie duty 327.422 322.443 273.878   1.230.853 1,051,623 1,310,894    1,116.854

1/) Not Mlim/Incomi Trom operation* 191.698 227,246            - -t-38,Sl8              842,635 831.817    1,680,662    1,041,148(b) Omer operatlng Income 7,539 3,020 524 9,025 8,557 11,449 8,714

Total Income from oporationi (net) 194,334 230,860 187,142 *51,660 838,374    1,061,541    1,049,262

2  Expen808:
8) C081 Of middi consumed 96,513 133,873 91,%9 447,750 409.524 544,489 477,150
b) Purriliin of stg k-In-Trade 19.685 21,249 19.135 79,265 72,511 78,532 72528
C) Changes in inventorie  of finished gadm, worl[-In-PpgreS# end FloCk-in-
trple (4.240) (15.168) (3,729)     (23,0971 17.048 (44,086) 29,280
d) Employee bonafits expgrie 14.60) 15.550 7.980 58,444 43.471 86.023 75,286
Cl m-Men 8n  amortIBatIon expeng 3.097 1.826 1.948 8.550 7.183 20.261 17.840
t) Other exper'1838:

i) Advertisement & Sale, Pmmotion 19.803 23.379 19.249 EIS,432 76.845 130.035 108.108
ii) Provirion for doubtful debts/advancewdepoelts 101.275 144 101.275 144 112,316 145

11 ncludes prior period  expenditure or RB.649.55  Cie,aa du,ing  the
Quarter     Mnd  year  endad Marckl 31.  2014.  Refer Note  7  1
&11) Ottlers 38.303 29,771 31,358 120,288 108,947 167,987 157,078

Total Expense. 287,043 210.480 167.648          875,905              734,673 1.095,057 936,015
3 ProMt /(LosI) from opor=tions before ether income, finance coiti md

exceptional kerns (1-M
192,709) 20,380 19,497 124.2463 103,701 134,0161 113.847

4  a) Other Incamc
(1.970) 6.194 6,942 13,174 10,158 12.214 15.830

bl Emtiange Diffefence - Gairi/(Loss) (785) (1,905) 911 1.716 2,323 58.378 (22,601)

5   Print /{Lo88) Trom (rainar>' activitieB before finance coit* ang
 <eptio litem, (3+4  195,484) 24.669 28,350 19.3881 116,182 34.576 108,876

6  FinancewaB 16,664 15.047 10,702 81.300 5.017 132,257 98,491

7    Pront )JLoss) from oralna y actiVitiaa Aftnr f nange reit; but before
err...11 i,£ A.m. /R.   (112,128) 9,622 10,648 170,855) 80,866 <97.6811 8,385

8   Exception,i Itgmu - {expen80) /  income   (Refer  Note  5) 2432,183) 12,1851 (4:37.1631 (2,1651 (328.573) (1,083)

9   Profit /(Lois} from orc:In@ry a(tlyltles before tax 17 + 8) 1544.291) 9,8.2 8.483    (&02,813) 48.400 1421,254) 7,302
10 Tax ExpeRRe:

Cu/re,16 tax
(438) 2.555 2,710 13,502 16.710 15.811 17,715R£*ung to earlier yeara

(3.840) (3,8401 15,057Demefed I A chame/ (credIt) (2,003) 575 171 (2.198) (390) (3.245) 90

11  Net Prom /(Losil from ordlit•ry Ictlvlties alter tax (9•101 (638.010) 8,492 8.602 1610,282) M.080 (448.8771 1146031Fioni Contintling Operation
(144,100) (33.3951From Di8colitinuint OperRtion INote 5 [v)1 (304.777) 22,892

1 2   Extroor#Inary  ItemS  (Net of tax Axl:,enie)

13 Net Prolit /(L088) Tor the period <11·121 ($88,010) 6.482 5,002    1610.2821 32,080 (448,877) 110.5031
14  Slizre of Prolit / (loss} OT ABBociate

15 MiT)Olily Inten=t in Pront / (LOBB) 31 {383)
16  Not Protlt /(Lo88} after ta)(88, minority Intcristind share or profit /<lois) or

8880(iates <13+14 -1 53 (638,1]le 6.492 6,602    1510.282) 32,080 (448,908) (10.120)

14  Pald-lip equity illare capital iface mlyl 118.10} 14.533 14.533 13.090 14,533 13,080 14.533 12.S87
1 6  Rommes exeludill* Revalu.tion 1*Morve* as per Balalice Shu* of

Pieviuu. accauntlng year
366,918 626,117 288,094 466,143

16  EaminAL porinare of RS.10 08(h (rlet arnnuall ad):
3) Liasic end Diluted Blaling  ta  Continuing Operations (370.20) 4.47 4.28 856.60) 24.53 (101.731 (20.23)b} Bagia and Diluted relating to Discontlnull'10 01**ions

(215.13) 18.19
c) Basic and Diluled relating to Tot01 Operations Q70.20) 4.47 428 1356.60) 2403 (316.66) (8.04)

Part 11: 8cloct Inlormation for the Cluarterand yaar ended  March 31, 2014
A. Particulam JShamhol*Ing

1 PLIbliC Sharehalding
- Number of Sharci 89.204./5 81,134.578 97,462.061  89.204,725    97.462.061
- Percelitame of iharghg ing

81,3896 62.71% 74,62% 81.38% 7462%

2   Promote,5 and Promatir emwp Sharehoiding:
e) Pledged / Encumbered

- Nuillbe of Shares
14613,197 15.199.543 32.318.127  13,613.197    32.318.127- Percentawe d shares 24.26% 28.05% 96.95% 24.286 98.96%

(86 3%  d the  total  Briaretolding  of ofomater and promoter group 
· Perconr,398 ot ghareB 9.37% 10 44% 24.71% 9,37% 24.71%
Ms a  % 0; the total BrIEre  Capital of t* Company)

b) Nuri.encumb ma
. Number oi sharee 42,509.821 38.993.621 1,014,780  42,509,821 1,014,780- Pemel,tagu di .hams 75.74% 71.95% 304% 75.74% 301%(A  A 96 Of 018 total ihireholding 01 promptir and pforneler group)
- Percentop of Shares 29.25% 16 8396 0.78% 20 2594 0.78%12% 8 % 01 ihe total shnx upltal oUDfLf !Y Ih:l

8. inve8tor ComoliintM
pending at like beginning ot the quarter N"
RGICeived dulirig the quartor 14
DIsposed of duning thtl quarter 14
Bme[ning uriresalved at tile end Or the Qualter NII

4&/'ll 4



FROM :TAJ MAHAL  HUI EL  I'lui'iaH i r r/21    I Y./. .....

united Spirits Limited
Audited Financial Results for the year ended March 31, 2014Notes:

1. United Spirits Umited (the Company) is engaged in the business of manufacture, purchase and
sale of Beverage Alcohol (Spirits and Wines), including through Tie-up Manufacturing / brand
franchise, which constitute. a single business segment. The Company Is primarily organized  intotwo main geographic segments namely India and Outside India. However, the Company's
operations outside India did not exceed the quantitative threshold for disdosure In standalonefinancial results envisaged in AS-17 on "Segment Reporting" notified under the Companies
(Accounting Standard) Rules 2006. In view of the above, both primary and secondary reportingdisclosures for business/geographical segment as envisaged in AS-17 are not applicable to the
Company.

2.  8) On July 4, 2013 in terms of the Share Purchase Agreement dated November 9, 2012 between
United Brewerles (Holdings) Limited (UBHL), Kingfisher Flnvest India Limited (KFIL), SWEWBenefit Company (SWEW), USL Benefit Trust (of which the Company is a beneficiary) (USLBT),Palmer Investment Group Umited (Palmer)and UB Sports Management Overseas Umited (UBSports) with Relay B.V. and DIageo plc, the sale of 21,767,749 equity shares ("Sale Shares") ofthe Company in aggregate by UBHL, KFIL, SWEW, Palmer  and UB Sports to Relay B.V. at a priceof Rs.1.440/- per sale share were completed.

b) Pursuant to the preferential allotment of equity shares to Relay B.V., the paid up share capitalof the Company has increased to Rs.1,453t277,430/- divided into 145,327,743 equity shares  of
Rs.10 each.

c) During the year, Relay B.V. (wholly owned subsidiary of Diageo plc), has further acquiredthrough the open offer and from the open market 5,526,608 equity shares representing 3.80% ofthe equity share capital of the Company.

d) Subsequent to the year end, Relay B.V. has further acquired 37,785,214 equity sharesrepresenting 2606 of equity share capital of the Company through an open offer. As a result ofthe acquisition through open offer, Relay B.V. holds 79,612,346 equity shares representing
54.78% of equity share capital of the Company as on date and has become the holding companyor the Company.

3,  On November 8, 2013, the Board of Directors have approved the scheme of arrangement betweenUnited Spirits Umited and Enrica Enterprises Private Limited ('Enrica') and its shareholders andcreditors as the case may be ('the Scheme') in respect of transfer of undertaking of the Companyin Tamil Nadu by way of slump sale on a going concern basis under Section 391 read with Sed:ion394 of the Companies Act, 1956 with an Appointed Date of April 1, 2013. The Scheme has beenapproved by the Equity Shareholders, Secured Creditors and Unsecured Creditors at their Courtconvened meeting    held    on   June    16,    2014. The relevant Petition    have    been filed before   therespective jurisdictional High Courts by the Company and Enrlca and awaiting for their approval.

The Company has also entered into a Franchise Agreement with Enrica which prescribes a royaltypayment to the Company for grant of manufacturing, marketing, distribution and sale rights toEnrica in defined territories. From the Appointed Date up to the Effective Date, the royaltypayable shall be a fixed amount per case or the Franchisee's profit (before tax and royalty) Inrespect of the franchised products, whichever is lower. Subsequent to the Effective Date royaltyat net sales realization linked slab rate will accrue to the Company as per the FranchiseAgreement.

\t
1

 12.-««
51/
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:
Pending approval of the scheme, no effect has been given in the financial statements of the
current year. Considering the Franchise Agreement with Enrica, the difference between the
royalty and the unit's profit in respect of the franchised products will not be significant when the
Scheme is effective. In the interim, the Company holds the business and the net assets of the
undertaking in trust on behalf of Enrica. A summary of the statement of profit and loss and the
statement of assets and liabilities of the undertaking in Tamil Nadu for the year ended 31 March
2014 is as below:
f Statement -of profit and ioss for the lidbreilded March 31,2014--   i
Particulars Rs. crores
Net sales 453.01
Mateiial cost 317.91

Gros$ profit 135.10
{

Other expenses (including 126.88
Interest anddepregiation)
Profit Before Tax 8.26

Statement of assets and liabilities as ainllarch 31,2014
ParticularS Rs. Crores
Total assets 210.17
Total liabilities 86.41

Net assets 123.76

4.   During the current year, the Board of Directors at their meeting held on January 8, 2014,
have approved the amalgamation of:
i) Tem Distilleries Private Umited, a wholly owned subsidiary of the Company (TERN) with theCompany pursuant to 8 Draft Rehabilitation Scheme and applicable provisions of sick Industrial
Companies (Special Provisions) Act, 1985 with the appointed date April 1, 2013 (TERN Scheme).
The entire operations of TERN comprise transactions with the Company. The net impact on the
financial results of the Company from such amalgamation 5 expected to be insignificant when
effected. The equity shareholders of the Company have approved the TERN Scheme at their
Extraordinary General Meeting held on March 18, 2014 and the approval by the Board For
Industrial and Financial Reconstruction (BIFR) is in progress. Pending approval of the TERN
Scheme, no effect has been given in the financial statement. A summary of the statement of
profit and loss and the statement of assets and liabilities of TERN for the year ended 31 March
2014 is as below:

§-Miement of profit and loss forthe year ended March 31, 2014
Particulars R& Crores
Total revenue 11.84

Total expenses 29.27

Extraordinary expenses 013
Loss for the year 117.56)

'Statement Bf assetiand ila-bilities as at-Marc-h 31,2014
Paraculars RE Crores
Total assets 58.71

Total liabilities 7.24

Net assets 51.47

01 1          2
«„
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014Notes Coritd.:

li) Sw Finance Company Umited, a wholly owned subsidiary of the Company with the Company
(SWFCL)  with the appointed date January 1, 2014 (SWFCL Scheme) pursuant to the applkableprovisions of the Companies Act, 1956, and subject to the sanction of the Honble jurisdictionalMigh Courts/any such competent authority. The accounting for the above amalgamation shall bedone upon receiving the necessar, sanctions / approval from various regulatory authoritiesincluding the Registrar of Companies. Upon the SWFCL Scheme becoming effective, the sWFCLwill stand merged with the Company. Pending approval of the SWFCL Scheme, no effect has beengiven in the financial statement. The operations of SWFCL are predominantly with the Company.The net impact on the financial results of the Company from such operations is expected to beimmaterial when effected, A summary of statement of profit and loss and the statement of assetsand liabilities for the year ended 31 March 2014 is as below:Istaternent of profit and 16ss for the three months ended March 31,2014

partlculars Rs In Crores
Total revenue 15.11
Total expenses 0.04

Income tax 4.33

Profit for the period 10.74

1

Statement of assots and liabilit es as at March 31, 2014
Paraculars Rs Crores
Total assets 14.11

--

Total liabilities 288.99
1

Net assets /(liabilities> (274.88) I

5.  (i) Further to Diageo plc'£ undertakings offered to UK's Office of Fair Trade (now calledCompetition and Markets Authority, UK), in January 2014, the Company's Board of Directorsdecided to Initiate a process based on the outlined time-table provided in connection with thedecision of the OFT to explore a potential sale of all or part of Whyte and Mackay. As aculmination of this process, subsequent to the year end, on 9 May 2014 the Company's whollyowned subsidiary, United Spirits (Great Britain) Limited (seller or USGBL) entered into a ShareSate and Purchase agreement (SPA) with Emperador UK Umited and Emperador Inc. in relation tothe sale of the entire issued share capital of Whyte and Mackay Group Limited (WMG) for anEnterprise Value of £430 Million (calculated with a normalized level of working capital) from whichdeduction has been made for the payment of a warranty and indemnity insurance premium of£0.85 Million agreed between the seller and the purchaser. The Company has also obtained anopinion from a leading merchant banker and considers that the Enterprise Value is fair from afinancial point of view of the Company.

01) The aggregate consideration for the sale of share capital of WMG payable to USGBL isapproximately £429.15 Million ("Aggregate Consideration"), which is subject to adjustmentsfollowing completion of the sale pursuant to the terms of the SPA ("Completion") reflecting : (a)movements In net working capital (above or below a pre-agreed threshold),net indebtedness andcash of the WMG between signing and Completion; and (b) an agreed sum of  £ 19.2 Million inrelation    to    the defined pension scheme deficit,     net    of   pensions    contributions    for   the    periodcommencing April 1,2014 ("Completion Accounts"). Further, the seller has given warranties andIndemnitles which are customaty for a transaction of this nature and these are not currentlyexpected to have any financial implication and will be reassessed at each reporting date.

47
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United Spirits Limited
Audited Financial Results for the year ended, March 31, 2014Notes Contd.:

(111) The financial dosure of the proposed transactioM as contemplated by the terms of the SPA (asmay be amended and modified from time to time), is subject to satisfaction of certain conditions
precedent.

(iv) The equity shareholders of the Company have approved the proposed sale of WMG byUSGBL, The Company has filed an application with Reserve Bank India (through authorized dealerof the Company) for approval. Further to the signing of the SPA, the following provisions have
been recorded as an exeptional Item in the stand-alone and consolidated financial statements.

(a) The net proceeds of sale will be insufficient to fully repay the intra-USL Group. Accordingly,the Company has recorded provision of Rs.3,614.24 Crores against the intra-USL Group Loan andhas also reconded provision of Rs.2.22 Crores for diminution in the value of investment in USL
Holdings Ltd., BVI in the stand-alone financial statements.

Praticulars Rs in Crores
Prowsion for Investment 2.22

ProRsio-n-for loans gi en  (nf of           -  --   3,6142 
FCTR balance of Rs.937.85
Crores)

Tota I 3,616.46

In addition to the above, based on the Management's assessments of the recoverability of theunderlying assets, an aggregate provision for dlminution  In the value of investment of Rs.705.17Crores has been made on investments held in Palmer Investment Group Umlted Rs.691.78 Croresand Montrose International S.A Rs.13.39 Crores in the stand-alone financial statements.
The aggregate provision recorded in the stand alone financial statements amounts to Rs.4,321.63Crores and has been disclosed as an exceptional item.

(b) Corresponding to the provision for doubtful advances and diminution in the value ofinvestments recognised in the stand alone financial statement and impairment loss of Rs,3,235.73Crores on goodwill of WMG, Palmer Investment Group Limited and Montrose International SA hasbeen recognised in the Consolidated financial statement. This impairment 10$$ is presented as an
exceptional item.

(v) WMG represented significant geographical area of operation accounting for nearly 18% of thegroup income and Qualifies as discontinuing operations under AS 24 Discontinuing Operations,Accordingly the net loss after Tax amounting to Rs.3,047.77 Crores of the DIscontinuingoperations for the year ended March 31, 2014 has been disclosed separately in the ConsolidatedFinancial Results of the Company. The carrying value of the assets and liabilities of thediscontinued operations is as follows:
Rs. crores

March 31, 2014 March 31, 2013Total assets 2,760.54 2,132.30Total liabilities 792.03 530.60

4
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:
6.  The Company on or prior to  July 3, 2013, entered into certain agreements with entities which can

be considered as directly or indirectly owned/controlled/significantly influenced by the promoter
group, for the provision of services, use of trademarks/logos and sponsorship rights on normal
commercial terms which are at arm's length  and In the ordinary course of business. These
agreements have been reviewed independently and confirmed to be on arm's length basis and
reasonable. Such agreements are expected to yield benefits to the Company through improved
brand visibility and also continually support the business of the Company, The Company has
Incurred expenses of Rs.71.95 Crores and Rs.181.50 Crores, arising from such agreements during
the quarter and year ended March 31, 2014, respectively.

7. Certain parties who had previously given the required undisputed balance confirmations for the
year ended 31 March 2013, claimed in their balance confirmations to the Company for the year
ended 31 March 2014 that they have advanced certain amounts to certain alleged UB Group
entities, and that the dues owed by such parties to the Company will, to the extent of the amounts
owing by such alleged UB Group entities to such parties in respect of such advances, be paid /
refunded by such parties to the Company only upon receipt of their dues from such alleged UB
Group entities. These due$ of such parties to the Company are on account of advances by the
Company in the earlier years under agreements for enhancing capacity. obtaining exclusivity and
lease deposits in relation to Tie-up Manufacturing Units (TMUs); agreements for specific projects,
or dues owing to the Company from customers. These dues were duly confirmed by such parties
as payable to the Company in such earlier years. However, such parties have now disputed such
amounts as mentioned above. Details are as below:

Rs. Crores

Nature of Parties Amount Interest Calimed Total Amount
1Claimed asdue,asdue from owing to the  '
from alleged alleged UB Group Company
!UB Group entitles which was
Entities disputed

1

1 (a) Debtors 195.00   35.02 230.02

(b) TMUs 188.00 ' 22.68 210.68

(c) Project related parties 150.00   150.00

533.00 57.70 590.70

In response to these claims, under the instruction of the Board, a preliminary internal inquiry was
initiated by the Management.  The results of this inquiry were as follows.

(i) One party (which falls under (a) above), who owes certain amounts to the Company, has
disputed an amount of Rs. 224.07 Crores (including interest claimed by it as due from an alleged
UB Group entity), alleging that it had advanced monies to such alleged UB Group entity based on
an understanding that, to the extent of the amounts owed to it from such alleged UB Group entity
in respect of such advance, it could withhold from the amounts payable by it to the Company, and
such party has said that it would not pay its dues to the Company to the extent of the amounts
claimed by it from such alleged UB Group entity as mentioned above, unless it received
repayment of the amount advanced by it to such alleged UB Group entity along with interest.

(11) Certain parties (which fall under [(a) and (b)] above), who owe certain amounts to the
Company, have disputed an aggregate amount of Rs. 98.45 Crores (including interest claimed bythem as due from certain alleged UB Group entities), alleging that they had advanced monies to
such alleged UB Group entities and that, to the extent of such dues from such alleged UB Group
entities, they would not repay the amounts owed by them to the Company unless they received
rwayment of the amounts advanced by them to such alleged UB Group entities.

'» 5
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:
(iii) Certain other parties (which fall under [(b) and (c)] above) changed their original stand and
acknowledged that their dues from the alleged UB Group entities were based on transactions that
were independent of their dealings with the Company. These parties have subsequently provided
appropriate confirmations of the relevant balances due from them to the Company. The related
balances are Rs. 268.18 Crores

(iv) In addition to the above, there B an additional party, being a TMU, whose allegations, are ona similar basis to those of the parties mentioned at (iii) above and who has subsequently provided
an appropriate confirmation of the balance due from it to the Company. However, this party's
undertaking has closed down and the related balance of Rs. 64.85 Crores (including interest) hasbeen provided in the current year.

(v) The claims made in relation to the advances to the parties (including the additional party)mentioned above may indicate that all or some of such amounts may have been improperlyadvanced from the Company to such parties for, In turn, being advanced to the al eged UB Groupentities. The aforesaid, however can only be confirmed by a detailed inquiry which has been
authorized by the Board as mentioned below.

(vi) The Company is proposing to more fully inquire into the ;allegations or claims by the parties in
detail and does not acknowledge the correctness of the same. In any event, the Managementdoes not believe that the parties referred to above are entitled to withhold payment / repayment to
the Company as claimed by them. The Management further believes that the Company is entitled
to recover all the above amounts, including those disputed by certain parties as mentioned in
notes (i) and (ii) above, as and when due from these-parties. However, the Management has alsoexamined the financial capability of some of these parties, based on which the Management hi sconcluded that the ability of these parties to pay, and consequently the recoverability of, therelevant amounts is doubtful. After considering the above and other considerations and thoughthe above claims were received only when the Company sought balance confirmations from the
relevant parties for the year ended 31 March 2014, as a matter of prudence, a provision has been
made in the accounts in respect of the dues from these parties (including interest claimed up tothe various dates of the balance confirmations from these parties) as detailed below, and as these
transactions relate  to the period prior  to   1   April  2013  they  have been reflected as prior period
items-in tile financial stateme ts:

RS. Crores
Nature of Paraes 'Amount
(a) Del*ors 230.02 '
(b) ™Us 269.63-1

(c) Project related parties
1

150.00

649.55

Based on the current knowledge of the Management, the Management believes that the aforesaid
provision is adequate and no additional material adjustments are likely to be required in relation tothis matter.

As  mentioned  in  Note 10 below, the Board  has: (i) directed a detailed and expeditious inquiry  into
this matter and (di) authorized the initiation of suitable action and proceeding$ as considered
appropriate by the Managing Director and Chief Executive Officer (MD) for recovering theCompany's dues. Appropriate other action will also be taken commensurate with the outcome of
that inquiry.

1= -.-
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:

Pending completion of the inquiry mentioned in these notes, the Company is unable to determine
whether, on completion of the inquiry, there could be any impact on these financial statements:
and these financial statements $hould be read and construed accordingly.

8. (i) Certain pre-existing loans / deposits / advances due to the Company and its wholly-owned
subsidiaries from United Breweries (Holdings) Limited (UBHL) which were in existence as on
March  31,  2013,  had been taken into consideration  in the consolidated annual accounts  of the
Company drawn  up  as' of that date. Pursuant to a previous resolution  passed  by  the  board  of
directors of the Company on  11  October 2012,  such dues (together with interest) aggregating to
Rs. 1337.40 Crores were consolidated into, and recorded as, an unsecured loan by way of an
agreement entered into between the Company and UBHL on 3 July 2013. Further, the amounts
owed by UBHL to wholly-owned subsidiaries have been assigned by such subsidiaries to the
Company and are recorded as loan from such subsidiaries in the books of the Company. The
merger Of one of such subsidiaries with the Company is currently under process. The interest rate
under the above mentioned loan agreement dated 3 July 2013 is at 9.5% p.a. to be paid at six
months intervals starting  at  the  end  of 18 months  from the effective  date  of the loan agreement.
The loan has been granted for a period of 8 years and is payable in three annual installments
commencing from the end of 6'h anniversary of the effective date of the loan agreement.

(il) certain lenders have filed petitions for winding up Igwinmt UBHL, UBHL hFs provided
guarantees to lenders and other vendors of Kingfisher Airlines Limited (KFA), a UB Group entity
Most of these guarantees have been invoked and are being challenged in Courts. The Company
has also filed its affidavit opposing the aforesaid winding up petitions and the matter is sub-judice.

(lil) Th& Management has performed an assessment of the recoverability of the loan and has
reviewed valuation reports in relation to UBML prepared by reputed independent valuers that were
commissioned by UBHL, and shared by UBHL with the Company. As a result of the
abovementioned assessment and review by the Management, in accordance with the
recommendation of the Management, the Company, as a matter of prudence,  has not recognized
interest income of Rs. 96.31 Crores and ha$ provided R$, 330.32 Crores towards the principal
outstanding as at 31 March 2014. The Management believes that it should be able to recover,
and no further provision is required for the balance amount of Rs. 995.68 Crores, though the
Company will attempt to recover the entire amount of Rs. 1422.31 Crores. However, the
Management will continue to assess the recoverability of the said loan on an ongoing basis.

.'6
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:

9.   Subsequent to the balance sheet date, the Company received a letter dated 5 May 2014 from the
lawyers of an entity (Alleged Claimant) alleging that it had given loans amounting to Rs.200
Crores to KFA at an interest rate of 15% p.a. purportedly on the basis of agreements executed in
December 2011 and January 2012. This matter came to the knowledge of the Board for the first
time only after the Management informed the Board of the letter dated 5m May 2014. The letter
alleges that amongst several obligations under these purported agreements, certain investments
held by the Company were subject to a lien, and requires the Company, pending the repayment
of the said  loan, to pledge such investments in favour of the Alleged Claimant to secure the
aforesaid loans. The Company has responded to this letter received from the lawyers of the
Alleged Claimant vide its letter dated 3 June 2014, wherein the Company has disputed the claim
and denied having created the alleged security or having executed any document in favour of the
Alleged Claimant. The Company has reiterated its stand vide a follow-up letter dated 28 July 2014
and has asked for copies of purported documents referred to in the letter dated Sm May 2014.
Subsequent to the above, the Company has received a letter dated 31 July 2014 from the Alleged
Claimant stating that in light of certain addendums to the aforesaid purported agreements (which
had inadvertently not been informed to their lawyers) the Alleged Claimant has no claim or
demand of any nature whatsoever against inter aha the Company, including any claim or demand
arising out of or connected with the documents / agreements referred to their lawyer's letter dated
5 May 2014. The Company has replied to the Alleged Claimant vide a letter dated 6 August 2014,
noting the above mentioned confirmation of there being no claim or demand againat the
Company, and asking the Alleged Claimant to immediately provide to the Company all the alleged
documents referred to in the letter dated 5 May 2014 and the addendum referred to in the letter
dated  31  July  2014,  and  to  also  confirm the- identity and capacity of the Signatory  to the letter
dated 31 July 2014.

Subsequently, in September 2014, the Company obtained scanned copies of the purported
agreements (including the purported power of attorney) and various communications between
KFA and the Alleged Claimant. These documents indicate that while the purported agreements
may have sought to create a lien on certain investments of the Company, subsequently, the
Alleged Claimant and KFA sought to negotiate the release of the purported obligation to create
$uch lien, which was formalised vide a second addendum in September 2012.

The Management has verified from a perusal of the minutes of meetings of the board of directors
of the Company that the board of directors of the Company at the relevant time had not approved
or ratified any such purported agreement. The Management has represented to the Board that till
the receipt of scanned copies of the purported agreements in September 2014, the Company had
no knowledge of these purported agreements, The Management, based on legal advice received,
does not expect any liability or obligation to arise on the Company out of these purported
agreements.

10. The Board has directed a detailed and expeditious inquiry in relation to the matters stated in
Notes 7 to 9 above, the possible existence of any other transaction of a similar nature; the role of
individuals Involved; and potential non-Compliance (if any) with the provisions of the Companies
Act,  1 956 and other regulations applicable to the Company in relation to such transactions.  The
Board has directed the Managing Director ('MD") to engage independent advisers and specialistsas required for the inquiry. The Board has also authorized the MD to take suitable action and
proceedings as considered appropriate by him for recovering the Company's dues, Appropriate
other action will also be taken commensurate with the outcome of that inquiry. On the basis of the
knowledge and information of the Management, the Management believes that no additional
material adjustments to the financial statements are likely to be required in relation to the matters
mentioned above in this note. However, pending completion of the detailed inquiry mentioned
above, the Company is unable to determine the impact on the financial statements (if any), on
completion of such detailed inquiry, and these financial results should be read and construed
accordingly.
1
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United Spirits Umited
Audited Financial Results for the year ended March 31, 2014Notes Contd.:

11. The credit facilities sanctioned by one of the Company's bankers include a special covenant thatneeds to be complied by 30 September 2014. On the due date, if the condition remainsun$atisfied, the credit facilitie$ will be withdrawn. The fund-based and non fund-based workingcapital limits available from this bank are Rs: 325 Crores and Rs. 50 Crores respectively. Thereare ongoing discussions with the bank to address the issue. In any event, the Managementbelieves that the Company is in a position to meet its funding requirement.
12. During the year ended 31 March 2014, the Company decided to prepay credit facilitie$ availed inthe earlier years from  81 bank amounting to Rs. 621.66 Crores, secured by assets of the Companyand pledge of shares of the Company held by the USL Benefit Trust. The Company deposited asum of Rs. 628.00 Crores including prepayment penalty of Rs. 4.0 Crores with the bank andinstructed the bank to debit the amount from the cash credit account towards settlement of theloan and release the assets / shares pledged by the Company. The bank, however, disputed theprepayment and continues to debit the account towards the installment$ and interest as per the

loan agreement, The Company has disputed the same and a petition is pending before theHonourable High Court of Kamataka. Pending resolution of such dispute with the bank, the loanamount and balance available in cash credit account is presented on net basis in the financialstatements as at 31 March 2014.The Interest amounting to Rs.27.60 Crores debited by the bankhas been disclosed as Contingent Uabillty under the Miscellaneous dalms not acknowledged asdebts.

13. The Statutory Auditors have audited the accompanying Statement of Audited Financial Results  ('theStatement') of United Spirits Limited ('the Company') for tile year ended 31 March 2014, attachedherewith, being submitted by the Company pursuant to the requirements of Clause 41 of the
Listing Agreement issued by the Securities and Exchange Board of India ("Listing Agreement"),except for the disclosures regarding 'Public Shareholding' and 'Promoter and Promoter GroupShareholding' which have been traced from disclosutes made by the Management. The StatutoryAuditor's report is being filed with the Bangalore Stock Exchange Limited (BgSE). National Stock Exchangeof India Limited (NSE) and BSE Limited (BSE).

14. The Statutory Auditors have qualified their opinion in relation to the matters specified In Note 7 to10 as follows:
a. Auditor's observatlons under Paragraph 5 of the Auditor's report to the financialresults ("the Statement") : As stated in Note 7 to the Stutement. certain parties who hodpreviously given the required undisputed bolonce confirmations for the yeor ended 31 March2013, olleged during the current yeor, thot they have odvanced certain amounts to certain
alleged  UB  Group  entities  ond  linked.the  confirmation  of  amounts  due  to  the  Company  to
repayment of such amounts to such  parties  by the  alleged  UB Group entities. Also, some  of theseparties stated that the dues to the Company will be pclid / refunded only upon receipt of theirdues from such alleged UB Group entities. These dues of such parties are on account of advancesby the Company in the earlier years under ogreements for enhancing capacity, obtainingexclusivity and lease deposits in relation to Tie-up Manufac'turing units: agreements for specificprojects; or dues owing to the Company from customers.  These claims received in the current
year may indicate that all or some of such amounts may have been improperly advanced fromthe Company to such  parties for, in turn, being advanced to the UB Group ebtities.  However, thiscon only be confirmed ofter Q detailed inquiry. Based on the findings of the preliminary internulinquiry by the Management, under the instructions of the Board of Directors: and Manogement's
assessment of recoverability, on aggregate amount of Rs. 6,495.5 million has beer, provided in
the Statement ond has been disclosed as prior period items. Based on its current knowledge, theManagement believes that the aforesaid provisidn is adequate and no additional materialadjustments to the Statement Gre likely to be required in relation to this motter.  As stated In
paragraph 8 below, the Board of Directors have instructed the Management to undertake odetailed inhuiry into this matter.  Pending such inquiry, we ore unable to comment on the nature
of tliese transactions; the  provision established; or any further impact on the Statement.

&4*'
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd,:

Directors' Response: Information and explanation on the qualification on paragraph 5 of the
audit report is provided in Note 7 to the Statement. In particular, as stated in Note 7,  the
transactions referred to in the said Note are on account of amounts that were advanced by the
Company in the earlier years and were duly confirmed by the relevant parties as payable to the
Company in such earlier years, but were disputed by such parties for the first time when the
Company sought balanGe confirmations from them for the year ended 31 March 2014. This was
brought to the attention of the Board after 31 March 2014. Accordingly, as mentioned in Note 7,
as a matter of prudence, the amounts mentioned in the Note 7 have now been provided for. Since
the transactions referred to in the said Note 7 were entered in to prior to 31 March 2013, they
have been reflected as prior period items in the financial statements.

Further, as mentioned in Note 10, the Board has; (i) directed a detailed and expeditious inquiry
into this matter and (ii) authorized the initiation of $uitable action and proceedings as considered
appropriate by the Managing Director and· Chief Executive Officer (MD) for recovering theCompany's dues. Appropriate other action will also be taken commensurate with the outcome of
that  nquiry.

b. Auditor's observations under Paragraph 6 of the Auditor's report to the financial
results : As stoted in Note 9 to the Stotement, subsequent to the bo/once sheet date, the
Company received a letter dated 5 May 2014 from the lawyers of gn entity (Alleged Claimant)
alleging that the Alleged Claimant had advanced loans Omounting to Rs 2,000 million to
Kingfisher Airlines Limited (herein after referred to os "KFA"), a UB Group entity, in an earlier
year on the basis of ogreements, executed in December 2011 und January 2012, through which
the Company was alleged to have created o lien on certain investments in favour of the Alleged
Cloimont os security for the aforesaid loan$, The letter alleged that KFA had defoulted in
repayment of the aforesoid loans as well os interest of Fts. 790 million due thereon ond
demcinded that the Company should pay the aforesaid amounts and pending such repoyments,
create   o   valid    pledge    on   the   specified    investments.    The    Company    responded    to   the    aforesg id
letter vide its letters dated 3 June 2014 and 28 July 2014, wherein the Company denied
knowledge of the purported  loon transactions ond the purported agreements for the creation of
security on such investments held by the Company. A letter dated 31 July 2014 was received from
the Alleged Claimant wherein they have stated that the notice sent earlier did not take into
account an addendum to· the loan agreement; and after examining the aforesaid oddendum,
they have no cloim or demand  of any nature against the Company. In September 2014, scanned
copies of the purported agreements and certain related documents were furnished to the
Company. These documents indicate that while the ogreements moy hove sought to create o
lien on certain  investments of the Company; subsequently, the Alleged Claimant and  KFA sought
to negotiate  the  release of the lien, which was formalised vide a  second oddendum in  September
2012.

The Management has represented to us that the Company  hod  no  knowledge  of these  purported
agreements; that the Board of Directors of the Company have not approved any such purported
agreements; ond it is not liable under  ny such purpor·ted agreements. We gre unable to
conclude on the validity of these agreements; any required compliance with the provisions of the
Corr panies Act,  1956; and  any consequential  impact  of the same,
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:
Directors' Response : Information and explanation on the qualification at paragraph 6 of the
audit report is provided In Note 9 to the Statement. In particular, as stated in Note 9, the claim is
based on documents purportedly executed by the Company in the months of December 2011 and
January 2012. However, the claim was received by the Company only after the year ended 31
March 2014. This matter was only thereafter brought to the knowledge of the Board by the
Management. A letter dated 31 July 2014 was received from the Alleged Claimant wherein they
have stated that the notice sent earlier did not take into account an addendum to the loan
agreement; and after examining the aforesaid addendum, they have no claim or demand of any
nature against the Company. Subsequently, In September 2014, the Company obtained scanned
copies of the purported agreements (including the purported power of attorney) and various
communications between KFA and the Alleged Claimant. These documents indicate that while
the purported agreements may have sought to create a lien on certain investments of the
Company, subsequently, the Alleged Claimant and KFA sought to negotiate the release of the
purported obligation to create such lien, which was formalised vide a second addendum in
September 2012.

The Management has verified from a perusal of the minutes of meetings of the board of directors
of the Company that the board of directors at the relevant time had not approved or ratified any
such documents. Accordingly, the Company has, in its responses to the Alleged Claimant,
disputed the alleged claim and denied having created the alleged security or having executed any
document in favour of the Alleged Claimant. Further, the Management, ba$ed on legal advice
received, does not expect any liability or obligation to arise on the Company out of these
allegations.

c. Auditor's observations under Paragraph 7 of the Auditor's report to the financial
results: As stated in Note 8 to the Statement, the Company and its subsidiories had various pre-
existing loans / Qdvances / deposits due from United Breweries (Holdings) Umited (hereinafter
referred to as "UBHL"). During the current year, pursuant to a previous resolution passed by the
Bogrd of Directors on 11 October 2012, these dues (together with interest) were consolidated
into an unsecured loan aggregoting  Rs 13,374 million vide an agreement dated 3 July 2013.  The
loon has been granted for g period of 8 years with a moratorium period of 6 years. Certain
lenders hove filed petitions for winding-up against UBHL. UBHL has provided guarantees to
lenders and other vendors of Kingfisher Airlines Limited, which hove been invoked and are
currently being challenged in courts. The Company has also filed its affidavit opposing the
aforesaid winding-up petition and the matter is sub-judice, Boised on its assessment of the
recoverobility of the  loan, the  Compgny  has made a  provision  of Rs 3,303  million against the  loan
outstanding and has not recognised the interest income of Rs 963 million on the loan. Given the
various uncertainties involved with respect to the litigultions involving UBHL as oforesclid and the
extended period for repayment of the loan, we gre unable to comment on the level of provision
established.
Directors' Response : Information and explanation on the qualification at paragraph 7 of the
audit report is provided in Note 8 to the Statement. In particular, as stated in Note 8, the
Management has performed an wssessment of the recoverability of the loan and has reviewed
valuation reports in relation to UBHL prepared by reputed independent valuers that were
commissioned by UBHL, and shared by UBHL with the Company. As a result of the
abovementioned assessment and review by the Management, in accordance with the
recommendation of the Management, the Company, as a matter of prudence,  has not recognizedinterest income of Rs. 96.31 Crores and has provided Rs. 330.32 Crores towards the principal
outstanding as at 31 March 2014. The Management believes that it should be able to recover,
and no further provision is required for the balance amount of Rs. 995.68 Crores, though theCompany will attempt to recover the entire amount of Rs. 1422.31 Crores. However, the
ME   agement will continue to assess the recoverability of the said loan on an ongoing basis
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:

Further, the Board has directed the management to review the underlying loan agreement(s)
and / or other relevant documents ("Loan Documents"), to inter-alia assess: (i) whether any
event of default(s) under the Loan Documents has occurred on the part of UBHL; (ii) the legal
rights and remedies which the Company has under the Loan Documents: (ill) whether the
Company should invoke any of the remedies available to It under the Loan Documents (including
recalling of the entire loan); and (iv) whether there is any scope of renegotiating the terms and
conditions underthe Loan Documents.

In this regard, the management should expeditiously take all the necessary steps to fully protect
the interest of the Company and shareholders.

d. Auditor's observations under Paragraph 8 of the Auditor's report to the financial
results   :    As    stated    in   Note    10   to   the   Statement,   the    Board    of   Directors    have    instructed    the
Management to undertake o detoiled inquiry in relation to the matters stoted in the paragraphs
5,6,and 7 above; the possible existence of any other transaction of o similar nature; the role of
Individuals  involved; and  potential non.compliance  (if any) with the  provisions of the  Companies
Act, 1956 and other regulations applicable to the Company.  The Board has also Instructed the
Management to engage independent odvisers ond specialists, as required, for the inquiry. As the .
inquiry is yet to be corri€d out, we are unable to comment on any further odjustment thot could
be identified as o result of the inquiry: its resultant import on the Statement: ond any potentiol
non-complionces with the  provisions of the Companies Act,  1956 and other regulotions.

Directors' Response : Information and explanation on the qualification at paragraph 8 of the
audit report is provided in Note10  to the Statement.    In  particular, as stated  in  Note 10 above,  in
addition to commissioning the inquiry, the Board has also authorized the MD to take suitable
action and proceedings as considered appropriate by him for recovering the Company's dues.
Appropriate other action will also be taken commensurate with the outcome of the inquiry
commissioned by the Board. On the basis of the current knowledge and information of the
Management, the Management believes that no additional material adjustments to the financial
statements are likely to be required in relation to the matters mentioned above in Note 7 to Note
9. However, pending completion of the detailed inquiry mentioned above, the Company is unable
to determine whether, on completion of such detailed inquiry, there could be any impact on the
financial statements.

e. Auditor's observations under Paragraph 9 of the Auditor's report to the financial
results : Though the observations in parograph 5 above relate to claims received in the current
year, the underlying transactions were entered into in earlier years.  Accordingly, the financial
statements of those earlier years and consequently the opening bglances may be incorrectly
stated to that extent. Further, the detailed inquiry 0$  referred to in paragraph 8 above may result
in further adjustments thet may have an impact on the opening brilances.
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:

Directors' Response : Information and explanation on the qualification at paragraph 9 of the
audit report is provided in Note 7 to the Statement. In particular, as stated in Note 7, while the
claims referred to in Note 7 were received only when the Company sought balance confirmations
from the relevant parties for the year ended 31 March 2014, the transactions referred to in the
said Note were entered in to prior to  31st March 2013 and therefore, they have been reflected 8$
prior period items in the financial statements. Further, as stated in Note 7(vi), the Management
has stated to the Board that, on the basis of their current knowledge, no additional material
adjustments to the financial statements are likely to be required in relation to the matters
mentioned   in  the  said  Note. As mentioned  in  Note  10, the Board  has  commissioned the inquiry
referred  to  in  Note  10. Upon completion  of the inquiry, the Board will consider impact  on  the
financial statements, if any.

15 (a) Auditors observation under Paragraph (iii)(a) of Annexure to the Auditor's Report:
According to the information and explanations given to us, the Company has granted an
unsecured loan to a company covered in the register maintained under Section 301 of the
Companies Act, 1956 ('the Act') by way of conversion of certain pre-existing loans / advances /
deposits due to the Company and its subsidiaries (refer paragraph 3 under 'basis for qualified
opinion'). The year-end balance of the loan and the maximum amount outstanding during the
year amounted to RS. 13,374 million.

Further, as mentioned in paragraph 1 under 'basis for qualified opinion', certain parties alleged
that they have advanced certain amounts to certain alleged UB Group entities and linked the
collfirmotion of amounts  due to the Company to repayment of such amounts to such parties by
the alleged UB Group entities. Also, some of these parties stated that the dues to the Company
will be paid / refunded only upon receipt of their dues from such alleged UB Group entities.
Considering the matters disclosed in paragraphs 1 and 4 of 'basis for qualified opinion', we ore
unable to Comment whether any such arrangements  represent transactions  with any company/
firm/ other porty covered  in the register maintained under Section 301 of the Act.

Directors' Response : Information and explanation on the qual,fication at paragraph (111)(a) of
Annexure to the Auditors report is provided in Note 7 to the Statement. Further, the Management
ha$ certified to the Board that, on the basis of the Management's current information, particulars
of contracts or arrangements that are required to be entered in the register maintained under
section 301  of the Companies Act,  1956 (the Act) have been so entered. As mentioned in Note  10
to the financial results, the Board has ordered a detailed and expeditious inquiry in relation to the
matters disclosed in paragraphs 1 and 4 of 'basis for qualified opinion' in the auditor's report. On
completion of such inquiry, appropriate action if any will be taken.

15(b). Auditor's observation under Paragraph (ili)(b) of Annexure to Auditor's Report :
In our opinion, the rote of interest and other terms and conditions on which the above unsecured
loan has been granted to the company covered In the register maintained under Section 301 of
the Act as stated in sub-clause (a) above, ore primo facle, prejudiciol to the interest of the
Company
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:

Based on its ossessment of recoverability, the Company hos during the current yeor. mode o
provision of Rs 3,303 million against the loan and has not recognised ony interest income
(amounting to Rs 963 million on the said loan).

Further, as mentioned in paragraph 1 under 'basis for qualified opinion', a provision of Rs 6,495.4
million has been made with respect to amounts due from certain parties who alleged that they
have advonced certain amounts to alleged UB Group entities.

Directors' Response : Management inforTned the Board that: (i) pursuant to a previous resolution
passed by the board of directors of the Company on 11  October 2012, certain dues (together with
interest) aggregating to Rs. 1337.4 Crores were consolidated into, and recorded as, an unsecured
loan  by  way  of an agreement entered into between the Company  and  UBHL  on  3  July  20134  (ii)
the interest rate of 9.5% p.a. was in accordance with Section 372A of the Companies Act, 1956,
read with the circular issued by the Reserve Bank of India publishing the bank rate in terms
section 49 of the Reserve Bank of India Act,  1934.

The management and the nominee directors of the controlling shareholder have informed the
Board that they will take all the necessary steps within their power and authority as management
and directors of the Company to fully protect the interest of the shareholders in this regard.

Further, the Board has directed the management to review the underlying loan agreement(s) and /
or other relevant documents ("Loan Documents"), to inter-a#a assess. (i) whether any event of
default($) under  the  Loan  Documents has occurred  on  the  part  of  U BHL,  (il)  the legal rights  and
remedies which the Company has under the Loan Documents; (iii) whether the Company should
Invoke any of the remedies available to it under the Loan Documents (including recalling of the
entire loan); and (iv) whether there is any scope of renegotiating the terms and conditions under
the Loan Documents.

In this regard, the management should expeditiously take all the necessary steps to fully protect
the interest of the Company and shareholders.

15(c) Auditor's observation under Paragraph (ili)(c) of Annexure to Auditor's Report : According
to the information and explanations given to us, in case of the unsecured loan granted to the
company covered in the register maintained under Section 301 of the Act as stated in sub-clause
(a) above, no amounts were repayable during the year as per the terms of the loan agreement.

Considering the motters disclosed in paragraphs l find 4 under 'basis for qualified opinion'. we
are unoble to comment on the regulority in the receipt of the principal amount and Interest
relating to any other leon, secured or unsecured, that may have been granted to any company/
firm/ other party covered in the register maintained under Section 301 of the Act, gs a result of
the  transactions  disclosed  in  paragraphs  l and  4  under  'basis for  qualified  opinion'.

Directors' Response : The Management has certified to the Board that, on the basis of the
Management's current Information, particulars of contracts or arrangements that are required to
be entered in the register maintained under section 301 of the Act have been so entered. Am
mentioned in Note 8 to the Statement, the Board has ordered a detailed and expeditious inquiry in
relation to the matters disclosed in paragraphs 1 and 4 of 'Basis for Qualified opinion' in the
auditor's report. Ort completion of such inquiry, appropriate action, if any, will be taken.
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United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes Contd.:

15(d) Auditor's observations under Paragraph (iii)(d) of Annexure to Auditors Report:
According to the information and explanations given to us, in case of the unsecured loan granted
to the company covered in the register maintained under Section 301 as stated in sub-clause Ca)

above, there is no overdue amount of more than Rupees one lakh in respect of the said loan.

Considering the matters disclosed in paragraphs land 4 under 'basis for qualified opinion', we
cre unable to comment whether there is overdue amount.of more than Rupees one lokh in
respect of any other loan, secured or unsecured, that may have been granted to any company/
firm/ other party covered in the register maintained under Section 301 of the Act, os a result of
the transactions disclosed in paragraphs 1 and 4 under 'basis for qualified opinion',

Directors' Response : The Management has certified to the Board that, on the basis of the
Management's current information, particulars of contracts or arrangements that are required to
be entered in the register maintained under section 301 of the Act have been so entered. As
mentioned in Note 8 to the Statement, the Board has ordered a detailed and expeditious inquiry in
relation to the matters disclosed in paragraphsl and 4 of 'Basis for qualified opinion' in the
auditor's report. On Completion Of such inquiry, appropriate action, if any, will be taken,

15(e ) Auditor's Observation under Paragraph (Iv) of Annexure to the Auditors Report: In our opinion
and according to the information and explanations given to us, and having regard to the
explanation that purchases of certain items of inventories and fixed asseti are for the
Company's specialised requirements and suitable alternative sources are not available to obtain
comparable quotations. there is an adequate internal control system commensurate with the
size of the Company and the nature of its business with regard to purchase of inventories and
fixed assets and with regard to the sale of goods and services during the year.

Except for the matter discussed below, we have not observed any major weaknesses in the
internal control system during the course of the audit.

Considering the matters stated under 'basis for qualified opinion', we are unable to comment on
the adequacy of the internal control system of the Company at certain points in time during the
earlier years with respect to such  instances as stated under 'basis for qualified opinion'.

Directors' Response : The matters stated under 'basis for qualified opinion' relate to the period
prior to 1 April 2013. The Management believes that the Company has an internal control system
commensurate with the size of the Company and the nature of its business. The Board has
instructed the Management that, depending on the outcome of the inquiry, further strengthening
of the internal control system should be carried out, a$ may be required.

15(f) Auditor's observation under Paragraph (v)(a) of Annexure to the Auditor's Report: In our opinion
and according to the information and explanations given to us, the particulars of contracts or,
arrangements entered into during the year referred to in Section 301 of the Act have been
entered in the register required to be maintained underthat Section.

31
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However, considering the matters stated under 'basis for qualified opinion', pgrticulorly
paragraphs 1 and 4 thereof, we are unable to comment whether the particulors of any such
contracts or arrangements that may result from the transactions disclosed under 'basis for
qualified opinion' and thot need to be entered in the register maintained under Section 301 of
the Act, have been so entered.

Directors' Response : The Management has certified to the Board that, on the basis of the
Management's current information, particulars of contracts or arrangements that are required to
be entered in the register maintained under section 301 of the Act have been so entered. As
mentioned In Notes 7 to 9 to the Statement, the Board has ordered a detailed and expeditious
inquiry in relation to the matters disclosed in paragraphs 1 and 4 of 'Basis for qualified opinion' in
the auditor's report. On completion of such inquiry, appropriate action. if any will be taken.

15(g) Auditor's observation under Paragraph (vii) of Annexure to the Auditor's Report: In
our opinion, the Company has an internal audit system commensurate with the size and nature
of its business during the year, except in re/ation to matters stated under 'basis for quahfied
opinion', where the internal audit system needs to be strengthened,

Directors' Response: The matters stated under 'basis for qualified opinion' relate to the period
prior to 1 April 2013. The Management believe$ that the Company has an internal audit system
commensurate with the size of the Company and the nature of its business. The Board has
instructed the Management that, depending on the outcome of the inquiry, further strengthening
of the internal audit system should be carried out, as may be required.

15(h) Auditor's observation under Paragraph (x) of Annexure to Auditor's Report: The
accumulated losses of the Company at the end of the yegr gre  not less thgn fifty percent of it$ net
worth. The Company has incurred cosh losses in  the financ/,7/yeor. However,  no cash losses were
incurred in the immediately preceding financial year.

Directors' Response: The Board notes that the accumulated losse$ of the Company at the end of
the year is 52% of its peak net worth in the previous four financial years. Therefore, the Company
will be required to file a report under Section 23 of the Sick Industrial Companies (Special
Provisions) Act, 1985 (S/CA), The Board believes this report under Section 23 would arise as a
technical requirement under SICA and does not reflect upon the long term prospects of the
Company given the profitable nature of its business and 0$ the accumulated losses are principally
on account of exceptional items during the year.

15(1) Auditor's Observation under Paragraph (xi) of Annexure to Auditor's Report: In our
opinion and according to the information and explanations given to us, the Company has not
defaulted in the repayment of dues to a bank or to any financial institution except that in cose of

loans due to banks, principal amounting to Rs 410 million and interest amounting to Rs 474
million  were  repaid  with  a  delay  of up to  67  days  and  37  days,  respectively.The  Company  did  not
have any outstanding debentures during the year.

Directors' Response : The Management has informed the Board that as of 31 March 2014,
there were no outstanding defaults by the Company of any dues to a bank or any financial
insptution.

44'
16

1,



FROM :TAJ MAHAL HOTEL MUMBAI FAX NU.  : 00 9 1 22 bbbDE)JVJVJ Dep.    214  Ellit  E.1/ . JQmi I   r   L.LI

United Spirits Limited
Audited Financial Results for the year ended March 31, 2014

Notes:

15(j) Auditor's Observation under Paragraph (xvi) of Annexure to Auditor's Report: In our
opinion and according to the information and ewplanations given to us, the term loans taken by
the Company and applied during the year were for the purpose for which they were raised.

However, considering the matters stated under 'basis for qualified opinion', particularly
parogrophs 1, 3 and 4, we are unable to comment whether ony transactions relating to such
motters represent application  of term  loans for the  purpose  for  which  they  were  raised.

Directors' Response : The Management has certified to the Board that, on the basis of the
Management's current information, the Company has applied term loans taken by the Company
during the year for the purpose for which they were raised. However, a$ mentioned in  Note 10 to
the Statement, the Board has ordered a detailed and expeditious inquiry in relation to the matters
disclosed in paragraph$  1,  3  and  4 of 'basis for qualified opinion'  in the auditor's report.  On
completion of such inquiry, appropriate action will be taken, as may be required.

15(10 Auditor's Observation under Paragraph (xxi) of Annexure to Auditor's Report: As
mentioned in detail in paragraphs 1 and 2 under 'basis for qualified opinion', wherein it is stoted
that:

CO certein parties alleged thot they have advanced certain amounts to certain alleged UB Group
entities and linked the confirmation of amounts aggregoting to Rs 5,846.9 million due to the
Company to repayment of such amounts to such parties by the alleged UB Group entities.
Further, some of these parties stoted that the dues to the Company will be pold / refunded only
upon  receipt of their dues from such alleged UB Group entities; and

01) an alleged instance of o purported agreement to create a lien on certain investments of the
Company as security ogoinst loans giveh by an Alleged Claimant to Kingfisher Airlines Limited
(KFA) In earlier yeors was noted. However, in a letter dated 31 July 2014 from the Alleged
Claimant, it was stated that the allegation made eortier did not take into account an oddendum
to the loan agreement; and after examining the aforesaid (iddendum and the agreement, the
Alleged Claimant does not have any claim or demand of any nature against the Company.
Subsequently, in September 2014, scanned copies of the  purported  agreements were furnished to
the Management by KFA,  The Management hos represented to us that the Company had no
knowledge  of these  purported  agreements; that the  Board  of Directors  of the Company  have  not
approved any such purported ogreements; ond it is not liable under ony such purported
agreements.

Pending the completion of the inquiry as mentioned in paragraph 4 under 'basis for qualified
opinion', we Gre unable to conclude whether these instances can be termed as Troud' ond
whether' there are other instances of o similar noture.

Directors' Response : See responses at paragraphs 7 to 9 above. A$ mentioned in the notes to
the Statement, the Board has directed a detailed and expeditious inquiry in relation to the mattersdisclosed in paragraphs 1 to 5 of "basis for qualified opinion' in the Auditors' Report. Pending the
completion of such inquiry, the Board is unable to conclude whether there have been anyinstances of fraud against the Company. Based on the findings of such inquiry, appropriate
action, including action for recovery of the Company's assets or amounts owing to the Company,
will be taken.
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Notes:

16. In view of the Loss, the Board has not recommended any dividend on the equity shares of the

Company for the year ended March  31,  2014,

17. Previous year's figures have been regrouped / reclassified as per the current year's presentation
for the purpoSe of comparability.

18. The figures for the last quarter ended March 31, 2014 and March 31. 2013 are the balancing
figures between the audited figures in respect of the full financial year and the year to date figures
for the period ended December 31,2013 and December 31, 2012 respectively. The figures for the
quarter and year ended March  31,  2013 were audited by another auditor.

19. Subsequent to the balance sheet date, a bank has declared one of the director$ of the Company
as a willful defaulter In respect of another company where he is a promoter director.  The Reserve
Bank of india's Master Circular on Willful Defaulters along with certain covenants in the loan
agreements sanctioned by the Company's bankers raise an uncertainty on the impact of thiS
development on the availability of credit facilities to the Company.  The said director has assured
the Board that he will take appropriate steps to ensure that the operations of the Company are not
impacted. Having received such assurance from the said director and appropriate comfort from
the controlling shareholder of the Company, the financial statements have been prepared on a
going concern basis.

20. The above audited results were taken on record at the meeting of the Board of Directors held on
September 3, 2014 which continued in to September 4, 2014.

21. The statutory auditors have issued a qualified opinion on the financial statements of the Company
for the financial year ended 31 March 2014. Such qualifications relate to transactions of earlier
years, which have come to the knowledge of this Board only recently. The Board has initiated a
detailed and independent inquiry as referred  to  in   Note  no   10. All further actions, including
adjustments to the financial statements (including matters arising out of earlier years), if required,
will be made in light of the result of the inquiry. However, based on the current knowledge and
information of the management, it believes that no additional material adjustments to the financial
statements are likely to be required in relation to the matters mentioned above, Subject to the
foregoing, the Board has approved the annual financial statements, before the completion of the
inquiry in the interest of the public shareholders.

By authority of the Boar ,• 

Anand Kripalu  -
Managing Director  & el )

*
Mumbai
September 4, 2014

'111-
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UNITED SPIRITS LIMITED
'UB Tower', # 24, Vittal Mallya Road, Bangalore - 560 001It

Statement of Assets & Liabilities
Rs. Lakhs

Standalone Consolidated
As at March 31, As at March 31,
2014 2013 2014 2013

A.EQUITY AND LIABILITIES
1. Shareholders' Funds
a) Share Capital 14,533 13,080 14,533 12,587
b)    Reserves and Surplus 366,916 626,117 288,694 466,143

Minority Interest 75 1,106

2. Non-current Liabilities
a)    Long term borrowings 135,894 99,636 99,668 467,552

b) Other Long-term liabilities 6,437 6,207 18,682 22,868
c)    Long term provisions 5,638 3,763 21,518 20,351

3. Current Liabilities
a) Short-term borrowings 329,857 235,724 703,913 241,098
b) Trade Payables 118,750 132,905 184,461 188,862
c) Other Current Liabilities 94,626 180,395 114,325 209,959
d) Short-term provisions 10,388 17,150 39,892 17,773

1,083,039 1,314,977 1,485,761 1,648,299
B. ASSETS
1. Non-current Assets
a) Fixed Assets 123,788 119,166 290,812 279,574
b)    Goodwill on Consolidation 290,192 520,455
c)    Non Current Investments 80,897 148,077 11,320 9,236
d)     Deferred Tax Assets (net) 5,456 3,258 9.669 5,893
e)    Long term Loans and advances 369,820 629,794 185,095 203,007
f)      Other Non Current Assets 13 13 13 17,737

2. Current Assets
a) Current Investments 12,066 12,143 12,481 12,555
b) Inventories 153,540 132,146 293,512 251,120
c) Trade Receivables 171,358 176,869 226,525 241,705
d)    Cash and Batik balance 49,729 18,349 70,473 28,162
e)     Short term Loans and Advances 116,364 75,149 94,267 74,447
D Other Current Assets 8 13 1,402 4,408

1,083,039 1,314,977 1,485,761 1,644299

i. Ip
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BSR&Co. LLP
Chartered Accountants

Manuthi Info-Tech Centre Telephone:  + 91 80 3980 6000
11-12/1 Inner Ring Road Fax: + 91 80 3980 6999
Koramangala
Bangalore 560 071 India

The Board ofDirectors
United Spirits Limited

1.    We have audited the accompanying Statement of Standalone Financial Results (*the Statemenl') of
United Spirits Limited ('the Company') for the year ended 31 March 2014, attached herewith, being
submitted by the  Company pursuant to the requirements of Clause 41  of the I,isting Agreement issued
by the Securities and Exchange Board of India (*'Listing Agrecincnf'), except for the disclosures
regarding ' Public  Shareholding'  and  'Promoter  and  Promoter Group Shar¢holding'  which  have  been
traced from disclosures made by the Management and have not been audited by us. Attention is
drawn to  the  fai:l  that the figures  for the quarter ended  31   March  2014  and the corresponding quarter
ended in the previous year as reported in the Statement are the balancing figures between audited
figures in respect  of the  full  financial  year  and  the  published  year  10  date  figures  upto  the  end  of the
third quarter of the relevant financial year.  Also, the figures  upto the end of the third quarter had only
been reviewed and not subjected to audit.

2.    The Statement has been prepared on the basis of the annual financial  statements of the current year
and   reviewed   quarterly financial results  upto  the  end  of the third quarter.   Our  responsibility  is  to
express all  opinion  on the Statement based on our audit of the fiiiancial  statements  of the  current year
which have been prepared in accordance with the recognition and measurement principles laid down
in the Companies (Accounting Standards) Rules, 2006 as per Section 211(3(J) of the Companies Act.
1956,  read  with  the  General C ircular 15/2013 dated   13  September  2013  of the Ministry of Corporate
Affairs in respeul of Section 133 of the Companies Aot, 2013 and other accounting principles
generally  accepted iii India and  in compliance witli Clause 41  of the Listing Agreement.

3.      We  conducted  our  audit  in  accordance with the auditing standards generally accepted  iii  India.   l'hose
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
Statement is free of material misstatement(s). An audit includes examining, on a test basis, evidence
supporting 111¢ amounts disclosed in the Statement. An audit includes assessing the accounting
principles  used  and  significant  estimates  made  by  Management. We believe  that  our  audit  provides  a
reasonable basis for our opinion,

4.    The  financial  results of the Company for all periods prior to the quarter ended 30 September 2013
ii,cluded in the Statement were reviewed or audited, as applicable, by the then statutory auditors of
the Cornpany, whose reports have been furnished to us and which have been relied upon by us for the
purpose of our opinion on the Statement.

B E R& Co. la partnership firm with Ragistired Office:
Regiatration No, BA61213) comorted inta let Floor, Lodha Excelus
B E R& Co, LLP 14 Lirr•li 88 Liabllitv Partnenhip Apollo Mills Compourtd
With LLP Regi,Wrarion Ne. AAB-81811 N.M. Joshi Matg. Mahalakshml
with eHect from October 14 2013 Mumbai - 400 011
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5.    As   stated   in  Note   7   to   the   Statement,   certain  parties  who   had   previously   given  the   required
undisputed balance conflrmations for  the year  ended  31  Murch 2013, alleged during the  current  year,
that they have advanced vertain amount.s to certain alleged UB Group entities and Linked the
con»mation of amoiints due to the  Company  to repayment of such  amounts to such parties by the
alleged UB Group entities. Also, some of these parties stated that the dues to the Company will be
paid / re»ided Only lipon receipt of their dues from such alleged UB Group entities,  These dues of
such parties  are  on  account  of advances  by the  Company  in the  earlier years  under agreements for
enhancing capacity, obtaining exclusivity and lease deposits in relotion to Tie-up Manufacturing
Units;  agreements for  specific  projects ;  or  dues  owing  to  the  Company from  customers.    These  claims
received  in  the current year  may  indicate  thal  all or some  of such amounts  may have  been  improperly
advanced from  the  Company  to  such parties jor,  in  turn,  being  ad\,anced  to  the  UB  Group  entities.
However,  this can only  be confirmed ajter a detailed inquiry.  Based on the jindings  of the  preliminary
internal inquiry by the Management. under the instructions of the Board of Directors; and
Management's   assessment   of  recoverability,   an   aggregate   amount   oj-  RN.   6,493.3   million   has   been
provided in the Statement and has been disclosed as prior period items. Based on its current
knowledge, the Management believes that the ajoresaid provision is adequate and no additional
material adjustments to the Statement are likely to be required in relation to this matter.  As stuted in
paragraph 8 below, the Board Of Directors have instructed the Management to undertake u detailed
inquiry into this matter,   Pending such inquiry, we are unable to comment on the nature of these
transactions;  the provision established:  or  any further  impact on the  Statement.

6.   A$ stated in Note 9 to the Statement, subsequent to the balance sheet date, the Company received a
le.tier  dated  5  May  2014 from  the  lawyers  of un  entity  (Alleged  Claimant)    alleging  that  the   Alleged
Claimant had advanced loans amo·unting to Rs 2,000 million to Kingfisher Airlines Limited (herein
after reJerred to as "KFA"), u UB Group entity, in an eartier year on the basis of agreements,
executed in December 2011 and .January 2012, through which  the Company was alleged to have
created a lien on certain investments in favour of the Alleged Claimant as  security for  the  ajoresaid
loans. The letter alleged thot KFA had defaulted in repayment of the qforesaid loans as well as
interest of Rs. 790 million due thereon and demanded that the Company should pay the aforesaid
amounts and pending such repayments, create a valid pledge on the specified investments. The
Company responded to the aforesaid letter vide its letters dated 3 June 2014 and 28 .July 2014,
wherein the Company denied knowledge of the pitrported loan transactions and the purported
agreements for the creation  of security on .'iuch investments held by the Company.  A letter dated 31
.July   2014   was   received  from   the   Alleged   Claimant  wherein   they   have   stated   that   the   notice   sent.
earlier did not take into account an addendum to the loan agreement; and alter examining the
aforesaid addendum, they have no claim or demand of any nature against the Company. In
September   2014,  scanned  copies   of  the   purported  agreements   and  certain  related   documents  were
obtained by the Company,  These documents indicate that while the agreements may have sought to
create a hen on certain imestments  of the Company: subsequently,  the Alleged Claimant and  KFA
sought to negotiate the release Of the lien, which was formatised vide a second addendum in
September 2012.

The Managemen.t has represented 10 us that the Company had no knowledge of these purported
agreements; thut the Board of Directors of the Company have not approved any such purported
agreements; and it is not liable under any such purported agreements. We are unable to conclude on
tht: val.kitty of these ogreements:  any required compliance with  the provisions  Of the  Companies  Act,
1956;  and any consequential  impact of the same.
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7.    As  . tated  in  Note  8  to  the  Statement,  the  Company  and  its  subsidiaries  hud  various  pre-exirling

loans / adrances /  deposits dlie  om United Breweries  (Holdings)  Limited (hereinafter referred to as
"UBHL").   Ditring  the  current  year,  pursuant  to  a  previous  resolution   passed  by  the   Board  of
Directors  on  11   October  2012,  these  dues  (together  with  interest)  were  consolidated  into  an

unsecured  loan  aggregating    Rs  13,374  million  vide  an  agreement  dated  3  July  2013.    The  loan  has
been granted for  a period of 8 years with a moratorium period  of 6 years. Certain  lenders  have filed
petitions for winding-up against  UBHL.  UBITL has provided guarantees to lenders and other vendors

of Kingfisher Airlines Limited, which have been invoked and ore currently  being challenged in courts.
'1'lie  Corni*my  has  aiso jiled  its  affidavit  opposing  the  aforesaid winding-·up  petition  and  the  matter  i.&·
sub-judice- Based on its assessment of the recoverability of the loan, the Company has made a
provi.Mion  of RE   3,303  million against  the  loan  outatonding  and  has  not  recognised  the  interest  income
of Rs  963 million on  the  loan. Given the various uncertainties involved with respect to tile  litigations
involving UBHL as aforesaid and the  extended period for repayment of the  loan, we are unable to
com.ment on the level ofprovision e,(oblished.

Fi.     As  stated  in  Note   10  to   the   Statement,   the  Board  of  Directors   have  instructed  the  Management   to
undertake  a  detailed  inquiry  in  relation  to  the  matters  stated  in  the  paragraphs   5,6,and  7  above:   the
possible  existence   of  any  other  transaction  of a  similar  nati.ire:  the  role   of  individuals  involved;   and
potential   non-compliance   (if  any)   with   the   provisions   of   the   Companies   Act,    1956   and   other
regulations applicable to the Company.  The Board has also instructed the Management to engage
independent advisers and specialists, as required, for the inquiry. As the inquiry is yet to be carried
out, we are unable to comment on any further adjustment that could be identijled as a result of the
inquiry: it.9 resultant impact on the Statement, and any potential non compliances with the provision.%
of the  Companies  Act,   1956  and  other  regulations.

9.     Though  the  observations   in  paragraph  5  above  relate   to  cluims   received  in  the  clirrent  year,   the
underlying transactions were entered into in earlier years.   Accordingly, the financial statements of
those earlier years and consequently the opening balances may be incorrectly stated to that extent.
Further,  the  del.ailed  inquiry as  referred  to  in  paragraph  8 above  may result  iii further adjustmenta
that may have an impact on the opening balances.

10. Without qualifying our opinion, we draw attention to:

(a) Note 19 to the Statements, which states that subsequent to the balance sheet dale, a brink has
declared one  of the directors  of the Company as a  willful  defaulter  in  respect of another 9ompany
whcre he is a promoter director,  '1'lie Reserve Bank of India'$ Master Circular on Willful
Defaulters  along   with   certain   goveriants   iii   tile   loan #gr¢¢ments $anctioned   by the Company' b
bankers raise ail uncertainty on the impact of this development on the availability of credit
facilities  to the Company.    '1'he said director has assured the Board  that  he  will  take  appropriate
steps to ensure that the operations of the Company are not impacted. Having received such
assurance from the said director and appropriate comfort from the controlling Shareholder of the
Company, the financial statements have been prepared on a going concern basis.

a
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(b) Note 3 to the Statement. wherein it is stated that during the year, on 8 November 2013, tile Board
of Directors approved the scheme of arrangement between United Spirits Limited and Enrica
Enterprises Private Limited ('Enrica') and its shareholders and creditors as the case may be ('the
Scheme') in respect of transfer of undertaking of the Company in Tamil Nadu by way of slump
sale on a going concern basis under Section 391 read with Section 394 of the Companies Act,

1956. with appointed   date   1   April   2013.   The   Scheme   has been approved   by the equity
shareholders. secured creditors and unsecured creditors at tile vourt convened meeting held on  16
June 2014. The relevant petitions  have been filed before the respective jurisdictional  1 Iigh Courts
by the Company and Enrica and awaiting for their approval. 'l'he Company has also entered into a
franchise agreement wilh Enrica which prescribes a royalty payment to the Company for grant of
manufacturing, marketing, distribution and sale rights to Enrica in defined territories. From tlie
appointed date upto the effective date, the royalty payable shall be a fixed amount per casc or the
Franchisee's Profit (before   tax and royalty) in respect  of the franchised  products,   whichever   is
lower. Subsequent to the effective date, royalty  at net sales reali>.ation  linked  slab  rate will  accrue
to the Company as per the franchise agreement. Pendi,ig approval of the scheme, no effect has

been given in the Statement;

(c) Note 4 (i) to the Statement. wherein it is stated that Tern Distilteries Private Limited, a wholly-
owned subsidiary of the Company (*TERM') will be amatgamated  with the Company pursuant to
a Draft Rehabilitation Scheme and applicable provisions of Sick industrial Companies (Special
Provisions) Act, 1985 with the appointed date I April 2013 ('TERN Scheme'). '1'he entire
operations of TERN comprise transactions with the Company.  The net impact ort the  stand-alone
financial   performaiice  of the Company   from  such  amalgamation   is  expected  to be insign ificant
when effected.   The equity shareholders of the Company havc approved  Lhc TERN Scheme al
their Extraordinary General Meeting held on 18 March 2014 and the approval  by the Board for
Industrial and Financial Reconstruction is awaited. Pending approval of the l'El<N Scheme, no
effect has been given iii the Statement;

(d) Note 4 (ii) to the Statement, wherein it is stated that SW Finance Company Limited, a wholly-
owned subsidiary of the Company will be amalgamated with the Company with the appointed
date   1  January  2014 (' SWFCL Scheme')  pursuant to the  applicable  provisions  of the  Companies
Act,    1956  and   subject   to  the   sanction   of  the   Honourable  jurisdictional High Courts/any   such
co npetent authority, The accounting for the above amalgamation shall be done upon receiving
the necessary sanctions / approval from various regulatory authorities including the Registrar of
Companies. Upon the SWFCL Scheme becoming effective, SWFCL will stand merged with the
Company. Pending approval  of the SWFCL Scheme, no effect  has been given  in the  Statement;

b
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(e)  Note 5 to the Statement, wherein it is stated that the Board of Directors decided to initiate a
process based ort the outline time-table provided in connection  with the decision  of the Office of
I;air Trade to explore a potential sate of all or part of Whyte and Mackay Group (WMG). As a
culmination of this process, subsequent to the year-end,  on  9  May 2014  for an Enterprise Value  of
GBP 430 million, the Company's whollyowned subsidiary. Ijnited Spirits (Great Britain) Lirnited
(USGBL or the Seller) entered into a Share Sale and Purchase agreement (SPA) with Emperactor
UK Limited and Emperador  Inc.  in  relation  to Lhc salc of the entire  issued  share capital of Whyte
and Mackay Group Limited. USGBL appointed third party financial advisers in respect of tile
sale process.  The financial closure of the proposed transaction as contemplated by the terms of
the  SPA  (as  may be amended  and modified  from time to time),  is subject  to  satisfaction of certain
conditions precedent. The equity shareholders of the Company have approved the proposed sale
of WMG  by the Seller. The Company  has  filed an application  with  Reserve Bank India (through
authorized dealer  of the Company)  for its approval. Based  on   the Management's assessments  of
the recoverability of the investments and loans given for the Whyte and Mackay Oroup, a
provision amounting to Rs 43.216 million has been made in the books including diminution in the
value of investment in subsidiaries viz Palmer investment Group Limited and Montrose
International S.A.; the same has been disclosed as an exceptional item; and

(f)    Note    12   to   the   Statement,   wherein   it is stated that during  the year ended  31    March   2014,   the
Company decided to prepay credit facilities availed from a bank amounting to Rs. 6,216.6 million
secured by assets  of the Company  and  pledge  of shares  of tlic Company  held  by the  US 1,  Benefit
Trust. The Company deposited a sum of Rs. 6,280 million including prepayment penalty of Rs.
40 million with the bank and instructed the bank to debit the amount from the cash credit account
towards settlement ofthe joan and release the assets / shares pledged by the Company. The bank,
however, disputed the prepayment and continues lo debit the account towards the instalments and
interest as per the loan agreement. The Company has disputed the same and a case is pending
before the Honourable High Court of Karnataka. Pending settlement with the bank. the loan
amount and balance available in cash credit account is presented on net basis in the Financial
results as at 31 March 2014.

1  1.   In  our  opinion  and  to  the  best  of our  information  and  according  to  the  explanations  given  to  us.
except for  matters  .stated  in  paragraphs    5,6,7,8  and  9  above,  the  Statement:

(i)    is presented  in accordance with  the requirements  of Clause  4 1  of the  Listing Agreement  in this
regard; and

(ii)   gives  a  true  and,litir  view  of the  net  loss  and  other financial  inforination  of the  Company for  the.
year ended 31 Moi-ch 2014.

A
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12. Further, we also report that we have, ort the basis of the books of account and other records and
information and explanations given to us by the Management, also verified the number of shares as
w¢11 as percentage of shareholdings in respect of aggregate amount   of  public   shareholdings,   as
furnished  by the Company iii terms of Clause  35  of the Listing Agreement and found  the  same  to  be
correct.
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